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Initiating Coverage with an Outperform Rating and $70 PT: A Leader in the Home 
Entertainment & Connected Home Markets with Strong Growth Ahead 
 

Figure 1. Universal Electronics—Key Company Data, Prices as of 6/14/21 

 
Sources: CapIQ and Imperial Capital, LLC  

 Financial Summary 

Universal Electronics Inc., or UEI, generated revenue of $613.9 million, Adj. EBITDA of $94.9 million, 
and Adj. EPS of $3.84 over the last twelve months (LTM) ended 3/31/2021. The company has cash 
and cash equivalents of $55.4 million and total debt of $57.1 million as of the end of March 2021. 

Company Guidance: Targeting 5% to 10% sales and 10% to 20% earnings growth long-term 

 Overview  

We believe shares of UEIC are attractive given the company’s leading position in universal voice 
remote control/sensing technologies and its strong growth in the connected home market. The 
company addresses two distinct markets, Home Entertainment and Connected/Smart Home, with 
both markets experiencing growth and margin expansion. The company overcame tariff related 
setbacks in 2017/18 (Chinese production focused tariffs) and has since completely pivoted production 
from China to Mexico for its United States sales. We project revenue and earnings growth over the 
next two years to be in line with management’s guidance of 5% to 10% revenue growth and 10% to 
20% earnings growth. The company has a solid balance sheet with $55mm in cash, $57mm in debt 
(total of $125mm line of credit) and is expected to generate FCF of ~$50mm annually.  In 2020 the 
company deployed $17.7 million to repurchase 443,803 shares at an average price of $39.83. We 
value Universal Electronics 1.4x EV/revenue, and 8.5x EV/EBITDA based on 2022 estimates. This is 
more than a 50% discount to peers despite the company experiencing both strong revenue and 
earnings growth. Our price target of $70 implies an enterprise value of $994 million. 

 

 

 

Key Data FY: Dec 2019 2020 2021 2022

Price: $48.92 EPS Actual Actual New New

Price Target: $70.00 Q1 0.82 0.81 0.89A 1.01

52-Week Range: $33.75 - $65.02 Q2 0.83 0.89 0.92 1.18

Market Cap ($000): 694,615 Q3 1.01 0.92 1.09 1.32

Shares Out. (000): 14,199.0 Q4 0.90 1.14 1.06 1.27

Avg. Daily Vol.: 70.00 Year 3.55 3.76 3.95 4.78

Beta: 1.23 13.8x 13.0x 12.4x 10.2x

Total Debt ($000): 57,100.0 Adj. EBITDA ($000) 87,140 85,261 86,342 97,139

Net Debt ($000): 1,700.0 EV/EBITDA 8.0x 8.2x 8.1x 7.2x

EV ($000): 696,315 Revenue ($000)

Q1 184,163 151,778 150,542A 162,542

Dividend: $0.00 Q2 193,896 153,133 156,542 172,542

Dividend yield: 0.00% Q3 200,724 153,505 162,542 175,942

Q4 174,694 156,264 161,542 173,442

Year 753,477 614,680 631,168 684,468

EV/Sales 0.9x 1.1x 1.1x 1.0x

Brian Ruttenbur 
615-293-8234 
bruttenbur@imperialcapital.com 
 

Company Description 
Universal Electronics Inc was founded 
in 1986 and based in Scottsdale, 
Arizona. The company designs and 
manufactures pre-programmed and 
universal control products, audio-video 
accessories, and intelligent wireless 
security and smart home products for 
consumer electronics, subscription 
broadcasting, security, home 
automation, hospitality, and climate 
control markets. The company also 
produces software, chip solutions, and 
cloud services. 
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Capitalization 

Figure 2. Universal Electronics—Capitalization as of 3/31/21, Prices as of 6/14/21 

 
Sources: Company reports and Imperial Capital  

 Rationale 

Leader in Universal Remotes in Home Entertainment (~75%-80% of total revenue).  Universal 
Electronics, or UEI, designs and manufactures pre-programmed and universal control products 
(remotes) and audio-video accessories. The company also produces software, chip solutions, and cloud 
services with ~1/3 of sales in software licenses and chip solutions. The company provides its solutions 
to leading consumer electronics companies (Sony, Samsung LG) and leading video services providers 
(Verizon, Comcast, AT&T) with ~30% market share in the universal remote control and sensing 
technologies sector.  UEI continues to launch new solutions with the recent introduction of the Nevo 
Platform (a white label smart home and entertainment control solution). We believe the size of the 
universal control products industry within the home entertainment market is currently $1.5 billion 
annually with an estimated 5-year CAGR of 3%-5%. The company’s strategy is to leverage long-term 
customer relationships (many of these customers have depended on UEI for more than a dozen years) 
with upgrading voice remotes and technology on advanced video platforms, expansion into streaming 
and hybrid systems, and developing extended products and services. The company’s QuickSet 
software application has become the industry standard for automatic discovery and setup of devices 
and is deployed in over 550 million devices globally (over 600 patents behind the company’s 
technology).  As the industry undergoes a shift to more smart devices, we believe Universal Electronics 
has an even bigger opportunity for profit in its home automation segment. Newer remotes with 2-wave 
frequency have an ASP of roughly 2x their basic predecessors, and more sophisticated models with 
features like voice control sell for up to 2.5x – 3x their basic predecessors. We expect much of the 
growth attributed to the smart home space will likely be attributed to higher ASP’s, rather than rapid unit 
growth. As a result of the solid industry fundamentals, the company’s leading market share, and the 
shift to higher percent of smart devices, we believe this segment will continue to produce solid and 
predictable growth with expanding margins.   

Emerging Presence in the Connected Home Market (~20%-25% of total revenue). The company 
offers a broad range of products for the connected home and is growing its presence in this rapidly 
emerging market.  Universal Electronics supports leading home automation companies (Vivint, Ring, 
ADT), climate control companies (Daikin, Trane, Carrier, Panasonic), home appliance companies (Toto, 
Lixil, HunterDouglas), and hospitality providers (Marriott, Hilton, IHG).  We believe the company’s 
current offering within the Connected Home (smart thermostats, contact and motion sensors, and 
garage door sensors) is currently addressing a $4.1 billion annual market with an estimated 5-year 
CAGR of 15%-20%. There are many adjacent areas the company plans to target for near-term market 
expansion, including smoke and air quality sensors, water and humidity sensors, smart blinds, and 
potentially smart doorbells. We expect the company will be able to grow unit volume with the strong 

LTM Revenue ($000) (3/31/21) 613,444

LTM EBITDA ($000) (3/31/21) 86,100

LTM EBITDA % (3/31/21) 14.0%

FY21E Revenues ($000) 631,168

FY21E EBITDA ($000) 86,342

FY21E EBITDA % 13.7%

LTM CapEx ($000) (3/31/21) 18,575

LTM "Simple" FCF ($000) (3/31/21) 56,400

      

 LTM    Net   LTM     Net   LTM    

Settlement Date 06/16/21 Cum. EBITDA Cum. EBITDA  Cum. EBITDA

Debt 86,100 Debt 86,100 Debt Debt 86,100 Cash Rate/ Est.

Balance Face Mult. Face Mult. Mkt Mkt Mult. Price YTM Yield Mat. Coup. Int. Exp.

Cash and Cash Equivalents 55,363                      

 

 

Sr. Unsecured Debt

Sr. Unsecured Debt -                             

Total Unsecured Debt -                             -              0.0x -              0.0x 0 (55,363)              (0.6x)  

0.0x 0.0x (0.6x)

Unsecured Debt

Short Term Debt 57,100                      

Total Short Term Debt 57,100                      57,100       0.7x 57,100       0.7x 0 (55,363)              (0.6x)

Total Debt 57,100                      0.7x 0.7x (0.6x)

Equity Market Cap  

Shares Outstanding (UEIC) 13,800.0                    

Common Stock 47.86  

Total Equity Value $660,468 Interest -              

Debt Net Debt Net Debt Price / YTM Interest Exp.

Face Face Market Analysis Analysis
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market, increase ASPs with higher technology add-ons, and expand overall margins.  We believe the 
Home Automation segment of Universal Electronics could rival the Home Entertainment segment within 
5-8 years in terms of total revenues generated for the company.    

Set-Back Leads to Stronger Diversified Manufacturing Footprint. The company experienced a set-
back in 2017 when, under President Trump, Universal Electronics was hit with 25% tariffs on their 
production of products imported into the United States from China.  As a result, the company pivoted 
production (a complete shift in production was accomplished ~18 months) from China to Mexico for its 
United States sales. Currently ~25% of the company’s products are produced in Mexico and no 
products manufactured in China are sold in the United States. Post the 2017/2018 manufacturing 
changes, the company has a much broader and globally diversified manufacturing base with operations 
in China, Mexico, and Brazil.  We note the company recently joined a suite challenging the legality of 
the Trump administration’s tariffs and requesting repayment of past tariffs. 

Strong Revenue and Earnings Growth. We project total revenue growth in 2021 of 3% to $631.1 
million, and in 2022 we anticipate 8% growth to $684.5 million.  The company’s revenue growth is 
driven by higher percent of smart devices in the Home Entertainment sector and strong unit volume 
increases in the Connected Home sector.  We project the company’s pre-tax margins will increase by 
40 basis points in 2021 to 7.5% and a further 240 basis points in 2022 to 9.9%. We expect increased 
ASPs with higher technology add-ons as well as leveraging overhead cost will lead to the higher pre-tax 
margins. The steady revenue growth and margin expansion is expected to lead to Adj. EPS in 2021 of 
$3.95, an increase of 5% and in 2022 Adj. EPS of $7.78, an increase of 21%.   

Strong Balance Sheet and Cash Flow.  The company has $55mm in cash and $57mm in debt (total of 
$125mm line of credit). In 2020 the company deployed $17.7 million to repurchase 443,803 shares at 
an average price of $39.83. The company generates FCF of ~$50mm annually. The company has 
publicly stated they are interested in acquisitions in the Home Automation market to expand their 
current offerings.  

Company Overview  

Universal Electronics Inc. was founded in 1986 and is a global leader in wireless universal control 
solutions for home entertainment and smart home devices. The company designs, develops, 
manufactures, ships, and supports solutions in a variety of areas including control and sensor 
technology, universal control systems, audio and video accessories, and intelligent wireless security 
and smart home products. The company currently has ~ 30% market share of hybrid voice-enabled IP 
driven devices. Universal Electronics has multiple partnerships with Fortune 500 companies that use 
Universal’s products and solutions in the video services, consumer electronics, security, home 
automation, climate control, and home appliances markets. Universal Electronics consists of roughly 
3,800 employees spread across more than 30 countries of operation. The company’s global 
headquarters is in Scottsdale, AZ, and it holds regional headquarters in Enschede, Netherlands, and 
Hong Kong. Universal has 2 manufacturing facilities in China, 1 in Mexico, and 1 in Brazil, with ~25% of 
their total products being manufactured in the Mexico plant. The company also has sales/support offices 
in Japan and Korea and seven R&D locations across the globe.      

As shown in the chart below, Universal Electronics has a large and diverse sales channel driven by 
long-term partnerships. Universal’s multiple sales channels include video service providers, consumer 
electronics, retail, security and automation, climate control, home appliances, and hospitality. Within 
each of these channels are partnerships with multiple Fortune 500 companies.    

Large and growing control database. Universal is a leading provider of universal control and sensing 
technologies. The  company’s  solutions  enable  customers  to  remotely  interact  with  their  
technology  devices,  including televisions, video game systems, thermostats, audio equipment, among 
other devices.  

Software solution to improve setup efficiency. With a focus on providing control solutions that 
require minimal  user  set-up  and  faster  setup  times,  the  company’s  QuickSet  software  solution  
was  designed  to allow for automatic discovery and set-up of connected devices. Universal’s QuickSet 
Cloud is able to discover, automate, and control over 30 different protocols into one seamless 
experience utilizing the device knowledge graph. Universal’s QuickSet and QuickSet Cloud 
Technologies have become a key business driver and are deployed in over 550 million devices globally. 
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Figure 3. Universal Electronics—Solutions 

 
Sources: Company Presentation Slides 

Product Offerings  

Universal markets its solutions to OEM’s (original equipment manufacturers), television service 
providers, retailers, private label, professional security installers, and personal computing companies.  
Universal sells its wireless control devices and audio video accessories internationally under the “One 
for All” brand and private label brand names to retailers via its 24 international subsidiaries. The 
company then sells its products via third-party distributors for the retail channel in countries where the 
company doesn’t have subsidiaries. 

The company’s offerings work in conjunction with each other. Universal Electronics provides 
subscription broadcasting providers with universal remote-control devices and integrated circuits, which 
already have the company’s software and device code libraries pre-downloaded and embedded.   

The company’s solutions include:  

Entertainment control: Universal’s hardware and software solutions are designed to simplify the user 
experience and seamlessly connect entertainment and smart home devices. The company’s Nevo 
Butler blends smart home and entertainment experiences with its voice-enabled, white-label smart 
home hub. Universal also offers a wide variety of smart control solutions as well as hospitality and 
control solutions and home entertainment accessories.  

Smart home control: Universal offers a wide array of smart home solutions ranging from thermostats 
and controllers to sensors and switches. Their Nevo Butler serves as the smart home hub that ties it all 
together and has various applications.  

Climate management: The Company offers a variety of solutions for customers’ HVAC needs and 
enables interoperability with other devices. These solutions range from hand-held to wall-mounted 
controllers, from infrared to advanced wireless RF, and from tactile keys to intuitive touch screens.  

Sensing: Universal’s sensing solutions have a myriad of applications. From Subgig to Bluetooth and 
Zigbee to Z-Wave, these solutions ensure that products can be easily identified, onboarded, and utilized 
in any ecosystem.  

The Nevo platform: The company’s Nevo platform is its white label smart home and entertainment 
control system. It seamlessly unifies entertainment and home automation control, enabling 
interoperability across devices and ecosystems.  

QuickSet cloud and services: Designed with the user in mind, Universal’s cloud and software 
solutions allow connectivity and control for a wide range of devices and services.  

Wireless connectivity: Universal’s wireless communication expertise includes Wi-Fi, Bluetooth Low 
Energy, RF4CE, Zigbee, Z-Wave, Infrared, and Sub GHz protocols.  
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Figure 4. Universal Electronics—Solutions 

 
Sources: Imperial Capital Research, Universal Electronics Website Images 

Market Opportunity  

Universal Electronics addresses two markets: Home Entertainment and Connect Home. 

Home Entertainment Market- The Home Entertainment Market is estimated to be ~$200 billion and 
growing in the single digits. UEI addresses a niche within the broader Home Entertainment sector, 
universal remote control and sensing.  We believe the size of the universal remote control and sensing 
technology sector within the Home Entertainment Market is ~$1.5 billion annually and growing at a 
CAGR of 3%-5%.  It is our opinion that the Home Entertainment Market will be shifting to an increasing 
number of smart devices. We believe sensing technology (driven by voice enabled “remotes”) will be 
forced to innovate with the shifting demands of the market.  The companies in the universal remote 
control and sensing sector that focus on only lower end “remotes” or have outdated technology will 
become increasingly commoditized while the companies investing in the latest technology will gain 
market share and grow.   

Connected Home Market- The Connected Home Market is large at ~$30 billion and growing at a 15%-
20% CAGR.  Universal Electronics addresses a niche within the broader Connected Home sector, 
universal remote control and sensing.  We believe the company’s current offering within the Connected 
Home (smart thermostats, contact and motion sensors, and garage sensors) is currently addressing a 
$4.1 billion annual market with an estimated 5-year CAGR of 15%-20%. There are many adjacent areas 
the company plans to target for near-term market expansion including: smoke and air quality sensors, 
water and humidity sensors, smart blinds and potentially smart doorbells which is an additional $4.0 
billion market opportunity. We expect strong market demand will drive unit volumes while new 
innovation/ technology will maintain or expand margins of the innovators in the sector.   

Competition  

Universal Electronics or UEI has several public and privately held competitors with the key public 
comparables; Logitech International, Roku, SMK Corporation, Home Control International Limited, and 
Resideo Technologies 

 Logitech International S.A. (LOGI – Not Rated). Logitech designs and manufactures a broad 
product offering from headsets to wireless keyboards.  Logitech competes with Universal 
Electronics in several areas including universal remotes and smart home devices (primarily 
advanced lighting and thermostats). In terms of the universal remote business, Logitech announced 
in April 2021 that it will be exiting its Harmony remote business. We believe the exit of Logitech 
from the universal remote business is a result of the changes in universal remotes in the last few 
years (the Harmony line of universal remotes has been criticized for its limited quick set 
capabilities). We note Logitech has many offerings that do not compete directly with Universal 
Electronics including its line of circle view cameras and a circle view doorbell system as well as its 
wireless mouse and keyboards, video conference solutions, speakers, and headsets.  
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 Roku, Inc. (ROKU - Not Rated). Roku specializes in bringing streaming to consumers’ TVs while 

UEI produces solutions to enhance the streaming experience (such as streaming boxes, smart 
remotes, accessories, and its Nevo Butler, an end-to-end voice-capable smart home hub). It is 
important to note that there are multiple on-going lawsuits between UEI and Roku that have serious 
implications moving forward. In 2018, UEI filed a lawsuit against Roku claiming the company was 
illegally selling remotes using UEI’s patented technologies. A number of lawsuits will go to trial in 
2021 and 2022, and a favorable ruling for UEI could have major implications for both Universal 
Electronics and Roku’s bottom lines. In the possibility that UEI and Roku settle out of court, there is 
a belief that UEI could benefit from a potential royalty for each Roku remote sold, providing a solid 
perpetual revenue stream. However, Roku has countersued UEI seeking compensatory damages.  
Initial rulings are expected later in 2021.  UEI does not break out its litigation costs by lawsuit but 
spent $3.6 million on litigation cost in 1Q 2021. We estimate the vast majority of litigation expense 
was related to the Roku lawsuits.    

 SMK Corporation (Public Tokyo Stock Exchange – Not Rated). SMK manufactures and sells 
various parts for electro-communication devices and electronic equipment. SMK has a broad 
offering in medical, renewable energy, automotive, wearables, as well as IoT devices.  The one key 
area of overlap with UEI is TV remotes.  It is our opinion that SMK focuses primarily on RF 
controllers while UEI focuses on quick set and voice enable remotes.   
 

 Home Control International Limited (Public Singapore Exchange – Not Rated). Home Control 
manufactures smart home automation devices, consumer electronics, and set-top-boxes.  The key 
area of overlap with UEI is TV remotes. Home control International offers its products under the 
Omni Remotes brands for television operators (this is the former Phillips brand of remotes). Home 
Control International competes directly with UEI in the universal remote business.  

 Resideo Technologies (REZI - Outperform PT $38.00). Resideo distributes Honeywell products in 
addition to products of their own and offers a wide array of solutions ranging from security to air 
and water. Resideo competes tangentially with UEI in the thermostat space for the connected 
home.   

There are several other private and publicly traded companies that directly compete in certain business 
lines of UEI. A significant competitor, Control4, was acquired in 2019. Control4 was acquired by 
SnapAV (private equity backed by Hellman & Freeman LLC), for an Enterprise Value of $680 million or 
a multiple of 2.5x 2018 EV/Revenue and 15.8x 2018 EV/EBITDA. Control4 and UEI compete in multiple 
sectors, including smart home, smart lighting, home security, home entertainment, voice control, and 
universal remotes. Additionally, each company’s solutions in these spaces are fairly comparable. For 
example, Control4 produces a “Chime” doorbell, a smart home security system that is comparable to 
UEI’s circle view doorbell.  

Valuation  

 Shares of UEIC are currently trading at 7.0x EV/ Adj. EBITDA in 2022. We believe shares of UEIC 
should be valued at 8.5x EV/Adj. EBITDA based on 2022 estimates. Achieving our projected value 
would still have UEIC valued at more than a 50% discount to peers despite the company experiencing 
both strong revenue and earnings growth. We believe slight discount is appropriate for shares of UEIC 
vs. peers due to its revenue concentration (the company had revenue concentration with two customers 
as of 1Q 2021; Comcast represented 18% of sales and Daikin at 11%), competitive concerns in the 
universal remote business, lawsuits (primarily UEI suing Roku), and historical China exposure but as 
the company transformers and grows in the connected home sector (higher growth and margins), and 
the company proves out its growth then we expect multiples will expand to be in-line with peers in the 
sector. Our price target of $70 implies an enterprise value of $994 million. We believe as the company 
grows its technology capabilities, expands in the connected home (smart home) sector, and grows its 
top and bottom line (in line with guidance of 5%-10% revenue growth and 10%-20% EPS growth per 
year) that investors will see a multiple expansion of shares of UEIC.  
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Figure 5. Universal Electronics—Public Peers 

 
Sources: CapIQ and Imperial Capital, LLC (The use of Imperial Capital estimates for covered companies) 

Recent Financial Results  

During 1Q 2021, Universal generated $150.5mm in sales, down 1% y/y. The lower revenue can be 
attributed to lingering effects of COVID. Gross margin was 31%, up from 28% y/y. This bump was 
attributed to a positive net effect from various factors including fluctuations in foreign currency rates, 
commodity pricing, and growth in favorability and royalties. Operating expenses for the quarter were 
25.1% of revenue, up from 23% of revenue in 1Q 2021. Management increased spending over the past 
couple years with the plan of favorably impacting sales mix, and they have been successful as both 
royalties and higher margin chip sales have increased substantially over this period of time.   

As management looks into the remainder of Calendar 2021, it is focused on expanding its reach in the 
home entertainment and home automation markets as well as creating opportunities for the 
convergence of the two. Management also plans an ongoing strategic investment in product 
development and innovation and intellectual property, which will broaden their advanced technologies 
and fuel both product and technology licensing opportunities.      

 

Company Universal Elect. Home Control Logitech Resideo Tech Roku SMK Corp*

UEIC SEHK:Singapore SWX:LOGN REZI ROKU SMK:TSE Average

Rating Outperform Not Rated Not Rated Outperform Not Rated Not Rated 

Recent Price $48.92 $0.90 $115.45 $31.02 $346.98 $2,534.00

Price Target $70.00 NA NA $38.00 NA NA

52-Week High $65.02 $0.98 $107.35 $31.67 $486.72 $3,320.00

52-Week Low $33.75 $0.51 $39.28 $3.72 $79.38 $2,100.00

Shares Outstanding (000s) 14,199 502,789 171,775 132,498 129,015 6,436

Market Cap (millions) $694.6 $452.5 $19,831.4 $4,110.1 $44,765.6 $16,310.1

Debt $57.1 $28.3 $34.4 $1,339.0 $429.4 $11,302.0

Cash $55.4 $22.3 $1,750.3 $508.0 $2,077.5 $8,799.0

Cash per Share $3.90 $0.04 $10.19 $3.83 $16.10 $1,367.05

Dividend Yield 0.0% 319.0% 69.2% 0.0% 0.0% 196.4%

Total Enterprise Value $696.4 $458.5 $18,115.5 $4,941.1 $43,117.5 $18,813.1

2022 TEV/REV 1.0x 2.7x 3.2x 0.8x 11.5x NM 3.8x

2022 TEV/Adj EBITDA 7.2x 41.7x 20.5x 6.9x 132.7x NM 41.8x

2022 Adj EBITDA Margin 14.2% 6.4% 15.7% 12.1% 8.6% NM 11.4%

2022 Price/CY EPS 10.2x NA 26.2x 17.7x 461.0x NM 128.8x

2021 TEV/REV 1.1x 3.1x 3.6x 0.9x 15.7x 0.4x 4.1x

2021 TEV/Adj EBITDA 8.1x 41.7x 20.0x 8.0x 272.3x 4.0x 59.0x

2021 Adj EBITDA Margin 13.7% 7.3% 18.1% 10.8% 5.8% 9.6% 10.9%

2021 Price/CY EPS 12.4x 90.0x 24.5x 22.5x 991.4x 25.5x 194.4x

2020 TEV/REV 1.1x 3.4x 6.2x 1.0x 24.6x 0.3x 6.1x

2020 TEV/Adj EBITDA 8.2x 38.2x 40.1x 12.5x 552.3x 3.0x 109.0x

2020 Adj EBITDA Margin 13.9% 9.0% 15.5% 7.8% 4.5% 11.7% 10.4%

2020 Price/CY EPS 13.0x 90.0x 34.4x 105.9x -475.2x 3.9x -38.0x

Revenues (MM)

   CY 22E $684 $171 $5,615 $5,886 $3,765 NM $3,224

   CY 21E $631 $150 $4,997 $5,712 $2,751 $48,560 $10,467

   CY 20A $614 $134 $2,920 $5,070 $1,749 $54,161 $10,775

Est growth ('20 - '21) 3% 12% 71% 13% 57% -10% -3%

Adj EBITDA (MM)

   CY 22E $97 $11 $882 $712 $325 NM $405

   CY 21E $86 $11 $905 $615 $158 $4,653 $1,071

   CY 20A $85 $12 $452 $395 $78 $6,345 $1,228

Est growth ('20 - '21) 1% -8% 100% 56% 103% -27% -13%

Adj EBITDA Margin

   CY 22E 14.2% 6.4% 15.7% 12.1% 8.6% NM 11.4%

   CY 21E 13.7% 7.3% 18.1% 10.8% 5.8% 9.6% 10.9%

   CY 20A 13.9% 9.0% 15.5% 7.8% 4.5% 11.7% 10.4%

Est growth ('20 - '21) 1% -18% 17% 38% 29% -18% 8.1%

Adj. Earnings Per Share

   CY 22E $4.78 $0.00 $4.41 $1.75 $0.75 NM $2.34

   CY 21E $3.95 $0.01 $4.72 $1.38 $0.35 $99.34 $18.29

   CY 20A $3.76 $0.01 $3.36 $0.29 -$0.73 $645.38 $108.68

Est growth ('20 - '21) 5% 0% 40% 371% -148% -85% 30.6%

 *SMK provides Adj CF metrics rather than Adj. EBITDA and Adj. EPS

Universal Electronics Public Peers
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Management Team  

Paul Arling – Chairman and Chief Executive Officer   

Paul Arling, Universal Electronics’ chairman and CEO, started in May 1996 as the CFO and was then 
named to the company’s Board in August 1996 before being appointed president and COO in 1998. He 
was then promoted to CEO in 2000, and then Chairman of the Board in July 2001. At the  2018 
stockholders  meeting,  Mr.  Arling  was  re-elected  as  chairman  of  the  company  for  another  year at 
the 2019 stockholders meeting. Mr. Arling earned both his B.S. and MBA from the Wharton School at 
the University of Pennsylvania.  

Bryan Hackworth – Senior Vice President and Chief Financial Officer   

Senior vice president and CFO Bryan Hackworth joined Universal   Electronics   in   June   2004   as   
controller before being promoted to CFO in August 2006. Mr. Hackworth spent five years at Mars, Inc 
before joining Universal, and prior to Mars he spent six years at Deloitte &  Touche Mr. Hackworth 
earned his B.A. in economics from U.C. Irvine and is a Certified Public Accountant. 

Louis Hughes – Chief Operating Officer   

Chief Operating Officer Louis Hughes joined the company in 2005 as general manager of 
SimpleDevices, Inc. He served as vice president of corporate development between 2008 and 2011 and 
was the senior vice president of the Americas from 2011 through 2014. Before his time at Universal 
Electronics, Mr. Hughes co-founded SimpleDevices, a company that pioneered local area network 
digital media distribution to consumer electronics devices, back in 1999.  Mr. Hughes' has ten years of 
experience with General Electric. Mr. Hughes earned a BSME from Union College and an MBA from 
U.C. Irvine. 
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Figure 6. Universal Electronics— Historical Financial Summary  

 
Sources: Company filings and Imperial Capital, LL

FY: Dec 1Q19 2Q19 3Q19 4Q19 2019 1Q20 2Q20 3Q20 4Q20 2020 1Q21 2Q21E 3Q21E 4Q21E 2021E 1Q22E 2Q22E 3Q22E 4Q22E 2022E

Net Sales 184,163 193,896 200,724 174,694 753,477 151,778 153,133 153,505 156,264 614,680 150,542 156,542 162,542 161,542 631,168 162,542 172,542 175,942 173,442 684,468

    % change Y/Y NM NM NM NM NM -17.6% -21.0% -23.5% -10.5% -18.4% -0.8% 2.2% 5.9% 3.4% 2.7% 8.0% 10.2% 8.2% 7.4% 8.4%
 

Costs and Expenses 144,289 159,903 154,245 124,837 583,274 108,837 115,058 109,349 105,180 438,424 104,143 108,014 112,154 111,464 435,775 112,154 119,054 121,400 121,409 474,017

    % change Y/Y NM NM NM NM NM -25% -28% -29% -16% -25% -4% -6% 3% 6% -1% 8% 10% 8% 9% 9%

Gross Profit 39,874 33,993 46,479 49,857 170,203 42,941 38,075 44,156 51,084 176,256 46,399 48,528 50,388 50,078 195,393 50,388 53,488 54,542 52,033 212,185

    % of revenue 22% 18% 23% 29% 23% 28% 25% 29% 33% 29% 31% 31% 31% 31% 31% 31% 31% 31% 30% 31%

Operating Expenses 

Research and Development 6,791 7,163 7,930 7,528 29,412 7,898 7,385 7,696 8,471 31,450 7,942 7,827 7,314 8,077 31,161 7,314 7,764 7,038 6,938 29,054

    % of revenue 3.7% 3.7% 4.0% 4.3% 3.9% 5.2% 4.8% 5.0% 5.4% 5.1% 5.3% 5.0% 4.5% 5.0% 5.0% 4.5% 4.5% 4.0% 4.0% 4.2%

Selling, General, and Administrative 31,420 30,756 32,422 30,878 125,476 26,997 24,230 26,214 30,098 107,539 29,846 28,178 29,258 29,078 116,359 27,632 29,332 28,151 27,751 112,866

    % of revenue 17.1% 15.9% 16.2% 17.7% 16.7% 17.8% 15.8% 17.1% 19.3% 17.5% 19.8% 18.0% 18.0% 18.0% 18.4% 17.0% 17.0% 16.0% 16.0% 16.5%

Total Operating Costs 38,211 37,919 40,352 38,406 154,888 34,895 31,615 33,910 38,569 138,989 37,788 36,005 36,572 37,155 147,519 34,947 37,097 35,188 34,688 141,920

Operating Income 1,663 (3,926) 6,127 11,451 15,315 8,046 6,460 10,246 12,515 37,267 8,611 12,523 13,816 12,923 47,874 15,441 16,391 19,354 17,344 68,531

    % of revenue 1% NM 3% 7% 2% 5% 4% 7% 8% 6% 6% 8% 9% 8% 8% 10% 10% 11% 10% 10%
 

Interest Expense (1,206) (1,098) (784) (830) (3,918) (632) (372) (268) (150) (1,422) (108) (115) (115) (115) (453) (115) (115) (700) (115) (1,045)

Other Expenses (Income) (466) 188 (148) (569) (995) (348) 731 (1,646) (141) (1,404) 23 (250) 430 (250) (47) (325) 730 (50) (250) 105

Accrued Social Insurance Adjustment 0 0 0 0 0 0 9,464 0 0 9,464 0 0 0 0 0 0 0 0 0 0
   

Total Other Expenses (1,672) (910) (932) -1,399 (4,913) (980) 9,823 (1,914) -291 6,638 (85) (365) 315 (365) (500) (440) 615 (750) (365) (940)

Income Before Taxes (9) (4,836) 5,195 10,052 10,402 7,066 16,283 8,332 12,224 43,905 8,526 12,158 14,131 12,558 47,374 15,001 17,006 18,604 16,979 67,591

    % of revenue 0.0% -2.5% 2.6% 5.8% 1.4% 4.7% 10.6% 5.4% 7.8% 7.1% 5.7% 7.8% 8.7% 7.8% 7.5% 9.2% 9.9% 10.6% 9.8% 9.9%

Provision for income taxes 996 225 2,526 3,025 6,772 1,220 1,883 2,164 66 5,333 1,533 2,067 1,908 1,193 6,701 2,400 1,531 2,195 1,766 7,892

Tax rate NM NM 48.6% 30.1% 65.1% 17.3% 11.6% 26.0% 0.5% 12.1% 18.0% 17.0% 13.5% 9.5% 14.1% 16.0% 9.0% 11.8% 10.4% 11.7%

GAAP Net income (1,005) (5,061) 2,669 7,027 3,630 5,846 14,400 6,168 12,158 38,572 6,993 10,091 12,223 11,365 40,673 12,601 15,476 16,408 15,213 59,699

    Section 301 U.S. Tariffs on Imports from China 4,218 5,182 3,652 (1,596) 11,456 0 3,523 0 0 3,523 0 0 0 0 0 0 0 0 0 0

    Stock Based Compensation for Warrants 434 236 711 616 1,997 184 154 187 161 686 143 175 175 175 668 175 150 175 175 675

    Excess Manufacturing Overhead 3,272 10,048 3,014 1,412 17,746 2,915 1,813 1,618 1,154 7,500 1,245 1,195 1,195 1,195 4,830 1,195 1,195 1,195 1,195 4,780

    Loss on Sale of Ohio Call Center 0 0 0 811 811 570 0 0 0 570 0 0 0 0 0 0 0 0 0 0

    Gain on Release from Ohio Call Center 0 0 0 0 0 0 0 0 0 0 (542) 0 0 0 (542) 0 0 0 0 0

    Stock Based Compensation 1,918 2,272 2,527 2,127 8,844 2,303 2,291 2,260 2,269 9,123 2,600 2,300 2,450 2,500 9,850 2,400 2,200 2,100 2,100 8,800

    Adjustments to Acquired Intangible Assets 120 120 121 110 471 66 66 66 180 378 65 85 90 120 360 100 65 100 100 365

    Amortization of Acquired Intangible Assets 1,401 1,401 1,398 1,395 5,595 1,395 1,396 1,232 485 4,508 276 326 326 326 1,254 1,050 250 1,200 1,100 3,600

    Change in Contingent Consideration 1,062 (56) 763 (366) 1,403 (963) (1,261) (204) 20 (2,408) (193) (1,693) (350) (950) (3,186) (1,150) (200) (750) (750) (2,850)

    Litigation Costs 0 0 0 0 0 0 0 1,614 2,287 3,901 3,569 2,000 1,500 1,000 8,069 0 0 0 0 0

    Employee Related Restructuring and Other 515 506 364 1,335 2,720 441 50 0 0 491 (111) 300 300 300 789 100 100 200 300 700

    Accrued Social Insurance Adjustment 0 0 0 0 0 0 (9,464) 0 0 (9,464) 0 0 0 0 0 0 0 0 0 0

    Reversal of Accounts Receivable Reserve 0 0 0 0 0 0 0 0 (432) (432) 0 0 0 0 0 0 0 0 0 0

    Foreign Currency (Gain) Loss 403 (54) 321 263 933 296 (505) 1,597 596 1,984 109 350 350 350 1,159 300 300 325 300 1,225

    Income Tax Provision on Adjustments (2,761) (2,910) (1,268) (320) (7,259) (1,542) 1,467 (1,408) (2,866) (4,349) (1,533) (2,067) (1,908) (1,193) (6,701) (2,400) (1,531) (2,195) (1,766) (7,892)

    Other 1,772 0 0 0 1,772 0 (1,303) 0 0 (1,303) 0 0 (900) (200) (1,100) 0 (1,300) 0 0 (1,300)

Adjusted Non-GAAP Net Income 11,349 11,684 14,272 12,814 50,119 11,511 12,627 13,130 16,012 53,280 12,621 13,063 15,452 14,988 56,123 14,371 16,705 18,758 17,968 67,802

Shares Outstanding (GAAP) 13,827 13,863 14,170 14,286 14,109 14,211 14,151 14,205 14,099 14,166 14,199 14,199 14,199 14,199 14,199 14,199 14,199 14,199 14,199 14,199

Shares Outstanding (non-GAAP) 13,827 14,058 14,170 14,286 14,109 14,211 14,151 14,205 14,099 14,166 14,199 14,199 14,199 14,199 14,199 14,199 14,199 14,199 14,199 14,199

GAAP EPS (0.07) (0.37) 0.19 0.49 0.26 0.41 1.02 0.43 0.86 2.72 0.49 0.71 0.86 0.80 2.86 0.89 1.09 1.16 1.07 4.20

Adjusted EPS 0.82 0.83 1.01 0.90 3.55 0.81 0.89 0.92 1.14 3.76 0.89 0.92 1.09 1.06 3.95 1.01 1.18 1.32 1.27 4.78

    Adjusted Non-GAAP Net Income 11,349 11,684 14,272 12,814 50,119 11,511 12,627 13,130 16,012 53,280 12,621 13,063 15,452 14,988 56,123 14,371 16,705 18,758 17,968 67,802

    D&A 6,618 6,451 6,465 6,797 26,331 6,103 6,769 5,962 6,392 25,226 6,043 5,674 5,674 5,674 23,065 4,950 5,750 4,800 4,900 20,400

    Interest 1,206 1,098 784 830 3,918 632 372 268 150 1,422 108 115 115 115 453 115 115 700 115 1,045

    Taxes 996 225 2,526 3,025 6,772 1,220 1,883 2,164 66 5,333 1,533 2,067 1,908 1,193 6,701 2,400 1,531 2,195 1,766 7,892

Adjusted EBITDA 20,169 19,458 24,047 23,466 87,140 19,466 21,651 21,524 22,620 85,261 20,305 20,918 23,148 21,970 86,342 21,836 24,101 26,453 24,748 97,139

    Adjusted EBITDA Margin 11.0% 10.0% 12.0% 13.4% 11.6% 12.8% 14.1% 14.0% 14.5% 13.9% 13.5% 13.4% 14.2% 13.6% 13.7% 13.4% 14.0% 15.0% 14.3% 14.2%
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Initiation of Coverage  

Risk Factors 

 COVID-19 concerns have impeded distribution and manufacturing activities. Also, the effects of COVID-
19 have restricted the ability of Universal Electronic channel partners to access and sell to current 
customers.  

 The company spent $3.6 million on litigation costs in 1Q 2021.  We believe the main suits are with Roku 
(mentioned previously) and the US Government over Chinese tariffs (arguing for a recouperation of past 
payments to the US Government). In the near-term, we believe litigation costs will ease some from 1Q 
2021 levels.  We believe both Roku and the tariff suits offer upside to the stock if the suites are resolved 
in the company’s favor and limited downside if the company is unsuccessful.   

 A significant percentage of Universal Electronics revenue is generated from universal remote 
controllers. There are many competitors in this sector, as mentioned previously in this report, plus other 
competitors that may look to enter the market (voice-enabled devices such as Amazon Echo/ Alexa or 
Google Nest).   

 As many of Universal  Electronics’  products  are  accessories  of  expensive  equipment,  they  are  at  
risk from  a  large  economic downturn  that  would  slow  consumer  purchasing.  A downturn in the 
economy or a reduction in home values could significantly slow the purchasing of several of the 
company’s products.  

 The company has revenue concentration with two customers as of 1Q 2021; Comcast represented 18% 
of sales and Daikin at 11%. 

Companies under coverage: Brian Ruttenbur: Ambarella (AMBA), ADT Inc. (ADT), Alarm.com (ALRM), 
Allegion plc (ALLE), Cognyte Software (CGNT.O), Identiv Inc. (INVE), Napco Security Technologies, Inc. 
(NSSC), Resideo Technologies, Inc. (REZI), ShotSpotter (SSTI), Universal Electronics (UEIC), and Vivint 
Smart Home (VVNT).  
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Ratings Distribution and Definitions 

Equity Ratings Definitions (as of 7/1/09) 

 Outperform 66.67% Outperform: TRR expected to exceed basket by at least 10% 
 In-Line 33.33% In-Line: TRR expected to be in-line with basket 
 Underperform   0.00% Underperform: TRR expected to underperform basket by at least 10% 

This Equity Ratings Distribution reflects the percentage distribution for rated equity securities for the twelve month period 7/1/19 through 6/30/20. Rating 
definitions are expressed as the total rate of return (TRR) relative to the expected performance of a basket of like securities over a 12-month period. Within the 
twelve month period ended 6/30/20, IC has provided investment banking services to 5.41% of companies with equity rated an Outperform, 0.00% of companies 
with equity rated an Underperform, and 7.69% of companies with equity rated an In-Line. As of 3/31/21. 

Fixed Income Ratings Definitions and Equity Ratings Definitions (prior to 7/1/09) 

 

Buy: TRR expected to exceed basket by at least 10% 
Hold: TRR expected to be in-line with basket 
Sell: TRR expected to underperform basket by at least 10% 

Rating definitions are expressed as the total rate of return (TRR) relative to the expected performance of a basket of like securities over a 12-month period. Please 
refer to our publication dated 7/1/09 for details associated with the transition of our Equity Ratings to the current definitions. 

For a discussion of the valuation methods used to determine our price target, if any, please see page(s) 6. See page 6 for the 
risks that may impede achievement of such price target, and page 5 for our ratings history and price chart. 

Analyst Certification:  Each research analyst whose name appears in bold on the front page certifies that: (1) the views expressed in this report reflect 
the analyst’s personal views about the subject securities or issuers; and (2) none of the analyst’s compensation was, is or will be directly or indirectly 
related to the specific recommendations or views expressed herein. The analyst(s) responsible for the preparation of this report receive(s) compensation 
primarily based upon individual performance (e.g., productivity and quality of work) and the overall financial performance of Imperial Capital, LLC, 
including overall revenues from investment banking activities. 

COMPANY DISCLOSURE 

Universal Electronics 7,9 (IB Servs.) 
1
  As of the date hereof, the analyst or other Imperial Capital, LLC (IC) or Imperial Capital Asset Management, LLC (ICAM) employee who assisted in the 

drafting of this report (or a member of his/her household) has a financial interest in the securities of this entity.  
2
  IC makes a market in the debt securities of this entity.  

3
  IC makes a market in the equity securities of this entity.  

4
  As of 5/31/21, IC or its affiliates beneficially own 1% or more of any class of common equity securities of this entity.  

5
  IC has managed or co-managed a public offering or Rule 144A offering of securities for this entity during the past 12 months.  

6
  IC has received compensation for investment banking services from this entity during the past 12 months.  

7
  IC expects to receive or intends to seek compensation for investment banking services from this entity within the next three months.  

8
  IC or its affiliates has received compensation for products or services other than investment banking services from this entity during the past 12 months. 

9
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10

  As of the date hereof, the analyst or other IC or ICAM employee who assisted in the drafting of this report (or a member of his/her household) serves as 
an officer, director or advisory board member of this entity. 
11

  IC had (and/or currently has) a financial advisory relationship with certain creditors or equity holders with respect to the entity during the past 12 months. 

Compendium Disclosure: Securities of issuers in this report, in addition to the subject issuer, may be rated by IC or its affiliate. Please see 
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executive at 1-800-929-2299, or on IC’s Web site at www.imperialcapital.com. 

*Disclosure items appropriate to each entity, if any, are indicated. 
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Based on public information available to us, prices and opinions expressed in this report reflect judgments as of the date hereof and are subject to 
change without notice. The securities covered by or mentioned in this report involve substantial risk and should generally be purchased only by investors 
able to accept such risk. This research report and the securities mentioned herein, some of which may not be registered under the Securities 
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