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MEG’s Strong Performance Leads to ~225% Y/Y Revenue Growth in
3Q20; Outlook Even Better for 4Q20
▪ Key takeaways: MEG’s outstanding performance helped IDEX deliver record quarterly
sales in 3Q20 and fourth quarter outlook is even better when Medici Motor Works is
also expected to contribute to topline.
▪ MEG delivered 626 units of EVs in 3Q20, generating $8.9 million in sales. A large
order with favorable product mix will boost topline further in 4Q20. While the
company has not issued official guidance, we expect that IDEX will comfortably
achieve $30 million in sales in CY20.
▪ High margin heavy electric vehicle business will not only boost topline but also
aid margin growth in 4Q20. Focus on financing solutions could result in largeticket sales and high margin business for the company in the near future.
▪ Well positioned to benefit from its experience in the Chinese market as it starts
to fulfill incoming orders coming from outside of China
▪ IDEX’s MEG business unit continues to remain the key growth driver with strong sales
and a growing order book with favorable product mix. The MEG business continued
to demonstrate its dominance as IDEX reported its best-ever quarterly sales since it
entered the fast-growing EV market. IDEX clocked $10.6 million sales in 3Q20, and MEG
contributed $10.1 million to this, which was ~2.3x its 2Q20 revenue and ~3.4x its 2Q19
revenue.
▪ IDEX generated $8.9 million revenue from sale of electric vehicles as it delivered
626 units in 3Q20 compared to just 97 units in previous quarter. The internal
combustion engine (ICE) business contributed another $1.3 million to
consolidated sales.
▪ The company also generated $0.48 million in revenue from its digital advertising
business – all of which came from the US market.
▪ Gross profit margin remained strong in 3Q20 and will expand further in 4Q20. The
company reported a gross margin of 6.7% in 3Q20 which will further expand in 4Q20
due to a favorable product mix, as deliveries of high margin heavy vehicle are expected
to dominate group sales in the fourth quarter.
▪ Investment in building a strong sales team in South China has started delivering
results as new orders have started flowing in. MEG is in the process of developing its
sales team to facilitate sales of new and used electric vehicles to individual customers
as well as fleet operators within and outside China. To achieve this objective, IDEX, in
4Q20, has made significant investment and built a strong South China sales team in
Qingdao and Hangzhou. The company’s strategy of attracting talented salespeople,
with experience in commercial fleet sales, has started delivering results as these new
hires have already sourced significant deals for delivery in 4Q, which will aid topline
growth in the last quarter.
▪ High margin heavy electric vehicle business will not only boost topline but also aid
margin growth in 4Q20. MEG has started fulfilling an order for conversion of diesel
buses to electric buses for a fleet operator. The MEG division won a contract to convert
several diesel buses for a fleet operator, however, since the fleet operator intends to
execute this transitioning on a rolling basis, MEG will be engaged in converting between
10 to 20 diesel buses at a time to electric buses. It is presently working on conversion
of 13 of these diesel buses for this client. MEG is also expecting to receive a similar
order in December.

▪ IDEX continues to build its financing solution to enable large-ticket sales which is
high margin business for the company. IDEX is committed to supporting Chinese
fleet operators transition from internal combustion engine (ICE) vehicles to electric
vehicles and by solving the financing bottleneck in the process. Financing of the
finished product (vehicle+battery) continues to remain a key hurdle in growth of
Chinese EV market with financing players reluctant to offer bundled financing. As
such the industry is now looking for options to arrange for separate financing for
the vehicle and battery. IDEX is demonstrating its leadership in this space and is
renegotiating with its financing partners and battery partners to ensure that the
consumers are able to avail financing facilities which will help them migrate to EVs
at the earliest. IDEX is in discussion with two funds for EV financing deals, focused
on vehicle leasing and battery-as-a-service, and one of them will be closed in
November followed by the second one immediately after that. This is critical for
IDEX as it will help it unlock its pipeline of big-ticket deals which involve sales of
trucks and buses.
▪ Well positioned to benefit from its experience in the Chinese market as it starts
to fulfill incoming orders coming from outside of China. Medici Motor Works has
made encouraging progress this quarter and is on track to establish IDEX as a
preferred partner for commercial fleet operators who are looking to migrate from
ICE vehicles to EVs. The business has been receiving inbound sales inquiries from
the international market, including North America, and MEG will be there to
support Medici in building the IDEX brand outside China.
▪ Medici Motor Works is also looking at external investments to boost its market
presence and made a strategic investment by acquiring a 15% stake in a
California-based e-Tractor company Solectrac for $1.3 million. Solectrac
develops, assembles and distributes 100% battery-powered electric tractors—
an alternative to diesel tractors—for agriculture and utility operations. This will
give IDEX an entry into the North American agricultural tractor market which is
expected to grow to USD 20 billion by 2023.
▪ Additionally, Treeletrik (Malaysia) has recently placed an order with its
manufacturing partners for the first tranche of 1,000 units order (of buses) to
fulfil its order pipeline in fast-growing market of Thailand and Indonesia.
▪ Operations remains strong with tight expense control; operating loss of $12
million was largely on account of impairment. The operating profit of the company
was hit partially due to an impairment charge related to Fintech Village and higher
litigation cost due to class action lawsuits. IDEX, however, managed to keep its
SG&A expenses in control, driven by reduced travel and entertainment expense,
partially offset by increase in salary costs as IDEX expanded its MEG sales team and
increased headcount at the New York head office.
▪ Strong cash balance lend strength to liquidity position and will allow the company
to close acquisitions and make strategic investment. IDEX ended the quarter with
a cash balance of $27.6 million which gives it the headroom for pursuing inorganic
growth. IDEX has raised $39.1 million through issuance of common stock and
exercise of warrants in first nine months of CY20.
▪ Valuation is attractive given strong revenue growth, expected increase in profit
margins and strong balance sheet. IDEX is trading at a steep discount to its
intrinsic value. We expect IDEX’s topline to climb from $30 million in CY20 to $100
million in CY22. Its EBITDA margin is likely to expand to 33% in CY22 as the company
benefits from economies of scale. More importantly, balance sheet is
strengthening, IDEX will generate positive FCF next year, and RoE will reach 22% by
CY22. We model CY22 EPS of $0.12 and apply a conservative 20x PE multiple to
arrive at an intrinsic value of $2.44/share, implying a 151% upside to the current
market price of $0.97/share. Overall, given the large addressable market, IDEX’s
strong competitive position and its expansion into markets outside China, we
believe that the Street is undervaluing the stock and expect it to re-rate as business
goals are achieved.
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General Disclaimer and Copyright
This report has been issued by Intro-act, LLC, in consideration of a fee payable. Fees are paid upfront in cash without recourse.
Intro-act, LLC may seek additional fees for the assistance with investor targeting, access, and further investor preparation
services, but does not get remunerated for any investment banking services. We never take payment in stock, options, or
warrants for any of our services.
Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources
who are believed to be reliable. However, we do not guarantee the accuracy or completeness of this report, and have not
sought for this information to be independently verified. Opinions contained in this report represent those of the Intro-act
analysts at the time of publication. Forward-looking information or statements in this report contain information that is based
on assumptions, forecasts of future results, and estimates of amounts not yet determinable, and therefore involve known and
unknown risks, uncertainties, and other factors that may cause the actual results, performance, or achievements of their
subject matter to be materially different from current expectations.
Exclusion of Liability: To the fullest extent allowed by law, Intro-act, LLC shall not be liable for any direct, indirect, or
consequential losses, loss of profits, damages, or costs or expenses incurred or suffered by you arising out or in connection
with the access to, use of, or reliance on any information contained in this note.
No personalized advice: The information that we provide should not be construed in any manner whatsoever as personalized
advice. Also, the information provided by us should not be construed by any subscriber or prospective subscriber as Intro-act’s
solicitation to affect, or attempt to affect, any transaction in a security. The securities described in the report may not be eligible
for sale in all jurisdictions or to certain categories of investors.
Investment in securities mentioned: Intro-act has a restrictive policy relating to personal dealing and conflicts of interest. Introact, LLC does not conduct any investment business and, accordingly, does not itself hold any positions in the securities
mentioned in this report. However, the respective directors, officers, employees, and contractors of Intro-act may have a
position in any or related securities mentioned in this report, subject to Intro-act’s policies on personal dealing and conflicts of
interest.
Copyright: Copyright 2020 Intro-act, LLC (Intro-act).
Intro-act is not registered as an investment adviser with the Securities and Exchange Commission. Intro-act relies upon the
“publishers’ exclusion” from the definition of investment adviser under Section 202(a) (11) of the Investment Advisers Act of
1940 and corresponding state securities laws. This report is a bona fide publication of general and regular circulation offering
impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective
subscribers. As such, Intro-act does not offer or provide personal advice, and the research provided is for informational
purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell, or hold that or any
security, or that any particular security, portfolio of securities, transaction, or investment strategy is suitable for any specific
person.
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