
 

Highlights 
 

NXT-ID has brought the elements of their strategy together to provide technology to larger organizations 
needing strong solutions in security, privacy, authentication and payments.1 Although the company has taken 
flack for not conquering the world with their Wocket digital wallet last year, these large deals and the strategy 
would not have been possible without the pioneering work that went into shipping a working if not perfect 
product. 

Investors in NXT-ID should consider the following: 

1. Security, privacy and convenience remain huge concerns for consumers and the companies serving 
them. Despite massive investments, progress has been lacking. New technologies like EMV and digital 
payments are promising but will take years if not decades to become universal.  

2. The Wocket has proved the value of the digital wallet concept and led them to a landmark deal with 
WorldVentures to deliver a next-generation card in volume that will solidify NXT-ID technology as the 
key to providing a smart, secure, private and convenient consumer “card.” 

3. As NXT-ID ramps revenue this year by delivering against the $15M WorldVentures purchase order 
they will finally be demonstrating robust revenue growth. Most importantly, it marks a shift from a 
“development stage” company to commercial success. 

4. Up next are more alliances and deals that will extend the footprint of NXT-ID technology further 
into payments and also more broadly into consumer-focused products in the “internet of things” or IoT 
technology market. We’ve seen a huge increase in activity and investment from large companies and 
startups to leverage IoT into new markets in healthcare, smart homes, smart cars, etc. The upgraded 
card technology delivered this year is a strong platform for these types of applications. 

5. NXT-ID is building a solid commercial technology franchise with what will become a range of partners. 
According to re/code, Samsung paid $250M for LoopPay and PayPal paid $280M for Paydiant. Both 
are comparable transactions for what might eventually occur at NXT-ID. The current market value 
of NXTD stock is about $30M based on the 61.5 shares outstanding post their most recent offering.  

6. Management expects to file their 10-K within the allowed extension time and is just working through 
some of their transactional complexity with KPMG.  

Given the large and expanding market opportunity, existing alliances, additional agreements pending, a strong 
management team and the potential for M&A, the stock at $0.50 looks very attractive.  We expect management 
will execute and later this year reach a “market value” for the company of $2.50 to $3.50/share.  

 

																																																																				

1 	Replay	 link:	 http://edge.media-server.com/m/p/c8nomvhy or see a full transcript (PDF): 
http://s3.amazonaws.com/PUBLISHED/NXT-ID_Investor_Update_Transcript_and_Slides_April_2016.pdf 
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Wocket 2.0 
 
The Wocket will ride again. The rollout of EMV chip cards and readers late last year muddied the water for 
the entire payments industry. As a platform, the Wocket is adaptable – technology upgrades will mean that 
the Wocket and derivatives will work in more environments.  
 
The upgraded Wocket will have near field communication (NFC) which is what Apple Pay uses when you tap 
to make a payment on certain terminals. Most chip terminals are also configured to use NFC, so this means 
the NFC-enabled Wocket can work there too.  
 
The Wocket has several technology advantages over competing approaches. One of them is a proprietary 
wireless magnetic stripe technology, so we it can do payment transactions using a magnetic stripe format. 
A secure chip that is capable of generating one-time use encrypted tokens for EMV-like security; so the 
Wocket can generate tokens that protect and disguise the actual payment information which makes it 
invulnerable to hacker attacks. The Wocket is also engineered to require ultra-low power (six months 
between charges) and does not depend on a network to function. 
 
With NFC, the Wocket can work at 
100% of merchants, in three 
different use cases. One is with our 
traditional Wocket, where all your 
information is stored in a digital 
wallet from which you can make 
payments. The second one is a 
stand-alone card, which we'll be 
talking about, from which one can 
make payments. And the third is the 
implementation of our payment 
technology on a phone to make 
magnetic stripe payments using a 
phone.  
 
This approach is similar to how Samsung Pay works.  Samsung Pay can make NFC payments, and they can 
also make magnetic stripe payments through technology that they acquired from a company called 
LoopPay. So with our technology, we have the ability to reach the same number of merchants that Samsung 
Pay does, and we have the ability to do that in some different types of formats.  
 
NXT-ID still needs to finalize their agreements with certain banks and major credit card processors which 
they have been in the process of doing over the last few months. They are engaging the marketplace 
including American Express, Capital One, Chase, and Visa.  
 
At least two of these organizations have moved fairly far down the road with NXT-ID with a focus around 
opportunities to drive cardmember loyalty; improve customer experience, and generate better data and 
data management.  
 
 



NXT-ID Update Note April 2016 3 

Know-How 
 

Technology development 
is a strength of the 
company; particularly in 
biometrics, encryption, 
security and 
miniaturization. 
 
NXT-ID has numerous 
non-trivial patents 
pending. Many of these 
focus on tokenization and 
protection, as well as 
payment methodology, 
voice biometrics, and 
other biometric forms of 
directed payment. The 

first patent that is about to be issued surrounds a unique way in which we can identify someone making a 
transaction.  
 
Although patents without applied knowledge are not always valuable, we think that it’s worth enumerating 
recent filings of patent claims to provide a flavor of the position of NXT-ID IP. It’s also helpful to understand 
the fairly obvious application of these methods to solve existing problems in security, privacy and payments. 
 

Method for replacing traditional payment and identity management 
systems and components to provide additional security and a system 
implementing said method - Filed October 8, 2013 / Application Number 
14/049175 
 
The un−password: real−time multi−factor authentication via dynamic 
pairing - Filed March 17, 2013 / Application Number 61/802,681 
 
The un−password: risk-aware end−to−end multi−factor authentication via 
dynamic pairing - Filed March 17, 2014 / Application Number 14/217,202 
 
Universal authentication and data exchange method, system and service - 
Filed March 17, 2014 / Application Number 14/217,289 
 
Methods and systems to add electronics to materials to form a smart wallet 
- Provisional application filed September 2, 2014 / Application Number 
62/044,496 
 
Method to locally validate identity without putting privacy at risk - 
Non−provisional application filed September 1, 2015 / Application Number 
14/842,252 
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Distributed method and system to improve collaborative services across 
multiple devices - Non−provisional application filed February 8, 2016 / 
Application Number 15/018,496 
 
Voice directed payment system and method - Non−provisional application 
filed February 10, 2016 / Application Number 15/040,984 
 
Miniature, multi−purpose antenna method and system for low−power 
close−proximity communications and energy transfer - Provisional 
application filed April 3, 2015 / Application Number 62/143,028 
 
Personalized and intelligently connected method and system to 
authenticate and backup data on a device 
Provisional application filed June 23, 2015 / Application Number 62/183,298 
 
Behavioral−directed authentication method and system - Provisional 
application filed July 5, 2015 / Application Number 62/188,684 
 
Personalized tokenization system and method - Provisional application filed 
July 14, 2015 / Application Number 62/192,218 
 
Method and system to securely suggest loyalty and payment account 
information and advertise consumer information - Provisional application 
filed July 15, 2015 / Application Number 62/192,688 

 
Again, the patents themselves are worth something but the real value exists in the application of these 
methods in the real world in the form of products like the Wocket and Wocket 2.0. 

Management 
 
Anyone who invests in smaller companies knows that there will be twists and turns in the market, the 
business, and the company as things move forward. What matters is how the management team can handle 
them.  
 
During the recent investor update call, the CEO spent some time describing the background of the team 
which came out in a way that it had never before, even though much of it has been listed in filings in the 
past.  To wit: 
 
Gino Pereira has over 30 years of experience in finance and operations with technology companies in the 
United States, Europe, and the Far East, including large multinational companies. During the past 15 years, 
he’s been an entrepreneur and done about five different startup companies. A couple of them have turned 
into public companies. Gino is an accountant by training in the U.K. and has an MBA with a specialty in 
finance.  
 
David Tunnell, the chief technology officer, is an expert in biometrics and cryptology. He used to work at 
the NSA, and taught courses at the National Cryptologic School. There is a trove of experience in 
encryption technology for him to apply here.  
 
The board members — Major General David Gust was formerly in charge of all the purchasing in the U.S. 
Army for communication systems. Mike Remedios is chief technology officer of WorldVentures Holdings 
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and was also a member of the Technology Board for eBay, when they also owned PayPal and Skype, as well 
as working in some major corporations.  
 
Stan Washington is formerly of American Express and has extensive experience, both in the payments 
space and in understanding consumers in the payments and the clients of American Express, which is very 
relevant.  
 
Dan Sharkey is the head of our audit committee. He was the chief management officer and executive VP of 
business development at ATMI, the semiconductor company, that he saw all the way through listing on 
NASDAQ to being successfully sold to Entegris for $1.15B in 2014.  
 
On the NXT-ID advisory board serve Lawrence Flanagan who is currently the president and CEO of AARP 
Member Services. He was formerly the chief marketing officer of MasterCard Worldwide. He's also 
formerly from Procter & Gamble.   
 
Ken Moy is the director of global payments and emerging commerce at Subway. He was formerly head 
of emerging payments at MasterCard Worldwide.  
 
Bill Fields is the former president and CEO of Walmart retail stores. He was also the CEO of Blockbuster 
and recognized industry-wide for his expertise in retail and distribution. He also played a decisive role in all 
the different products that Walmart purchases from around the world.  
 
The ratio of management quality to market capitalization is very high at NXT-ID.  
 

Stock Conclusion 
 
The WorldVentures deal for NXT-ID is a game changer. The stock ran up to $1 on the announcement and 
three months in the shares have retraced to $0.50 despite being much closer to realizing the benefits from 
the deal. At the same time, the company has been advancing their dialog with other companies for which 
the NXT-ID technology is an obvious fit.  
 
The deal also de-risks the story by a fair amount. The product still has to be delivered in volume, but so far 
the progress has been good and is on schedule. We acknowledge that there is always a possibility that things 
will slip, but it’s far from an “invention needed” type of situation.  
 
At least one additional deal is highly probable in 2016, and two or more are possible. That would put NXT-
ID in a very comparable position to LoopPay and other technology properties that have been acquired. 
Based on prior deals, that would suggest something on the order of $150 to $250M versus the current $50M 
market value. 
 

Additional	Disclosures	
SoundView serves as a strategic advisor to NXT-ID and provides advisory and other services to the company 
including strategy advice, company positioning, investor communication methods and ongoing technology and 
market research. SoundView employees do not have positions or other vested interest in NXT-ID stock. (see back 
page for more general disclosures.) 

 



 

 

ABOUT SOUNDVIEW RESEARCH 
 
SoundView conducts independent research – mostly on emerging technologies. We like thematic-driven 
companies where technology is involved and use analysis to identify the most promising investment 
opportunities. 
 
Our business model is combination of subscription fees along with some direct investments and advisory 
fees. We measure our success by the quality of our analysis, accuracy of the conclusions and the size and 
influence of our audience. We apply our own proven approach to valuation that we call intrinsic value (IV) 
for informing investment decisions and optimizing portfolio management. 
 
IMPORTANT DISCLOSURES 
 

1. The analysts who prepared this report certify that the content expresses accurately their personal 
views and opinions about the subject companies and securities. The analysts have not been and 
will not be receiving direct or indirect compensation for expressing the specific views or 
conclusions in this report. 
 

2. Except where otherwise noted, clients or affiliates of SoundView Research may own positions in 
the securities mentioned and/or provide, have provided or may provide advisory services to some 
of the companies mentioned. 

 
3. SoundView Research does not provide investment advice in the form of “buy,” “sell,” or “hold” 

ratings. This report is intended strictly for informational purposes. We make no claims as to the 
completeness or accuracy of this report although we have done our best. We do not undertake to 
advise you of any changes in to the information contained herein.  
 

4. SoundView is neither a securities broker/dealer/investment bank nor a registered investment 
advisor.  
 

5. SoundView Technology Group does receive advisory fees, has vested interests and/or may have 
embedded biases in our work. However we strive to provide “fact-based research” with a 
balanced and unemotional analysis to reach the best possible conclusions.  

 
6. SoundView Research is solely responsible for all content– whether it is created for a third party, 

part of an advisory engagement or simply an expression of our ongoing research and analysis. We 
exercise final editorial control over all content produced and any mistakes, omissions or errors are 
our own.  

 
Our research is distributed to institutions, investors, company managers and individuals via proprietary 
platforms1 and via the internet and social networks. We embrace the online community and enjoy the 
direct engagement it offers. 
 
SoundView also owns and operates specialty content sites including IPO Candy (https://ipocandy.com). 
 
CONTACT INFORMATION 
 

Main Address: SoundView Technology Group, 1313 Washington St., 326, Boston MA 02118 
Phone: 617-828-6462 Website: http://www.soundview.co 

 

                                                        
1 Bloomberg, Thomson/Reuters/FirstCall, S&P Capital IQ and FactSet. 
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