
Summary 

Xunlei's Stock Price Has Been Volatile Since Xunlei Introduced OneCloud. 

The OneCloud Product Is Revolutionary And Has Huge Potential. 

Management Needs to Conquer Execution Risks and Regulatory Risks To 

Fulfill The Huge Potential of OneCloud. 

52-week Target Price $55. 

Background 

Xunlei Networking Technologies (Nasdaq: XNET) has become a star stock 

since it announced the revolutionary cloud computing product called 

OneCloud in August 2017. Within a short period of a bit more than one 

month starting from mid-October, the stock price shot up a stunning amount 

of more than five times, from 4ish all the way to 27. 

Immediately after that, two important events happened back to back: The 

relationship between Xunlei and one of its affiliated companies deteriorated 

and finally imploded; The Chinese government announced two new 

cryptocurrency related policies: one is that no more ICO for cryptocurrency 

is allowed in China and the other is that Bitcoin trading must be halted on 

any China based cryptocurrency exchange platforms.. 

The reward system of OneCloud relies on an Ethereum based cryptocurrency 

called Wanke coin. Every day, certain amount of this coin is awarded to 

https://seekingalpha.com/symbol/XNET


OneCloud device owners who are willing to offer their idle internet 

connection bandwidth and/or disk space for being used by Xunlei’s CDN 

service. Investors feared that these new government policies would 

discourage users from sharing their idle bandwidth and/or disk space. The 

fear for the uncertainties from these two events caused the stock price to 

drop more than 50%, from 27 down to 12. 

The chart below shows the two major trend lines associated with these 

events. 

 

Source: stockcharts.com 

Xunlei’s management didn’t sit still. They responded quickly to these events 

that caused company crisis. 



The smartphone giant Xiaomi is the largest shareholder of Xunlei’s stock and 

it currently holds about 30% shares of Xunlei. After the implosion of the 

relationship between Xunlei and its affiliated company, Xunlei’s board of 

directors appointed Chuang Wang as the new chairman to replace Sean 

Zhou. Chuang is a SVP of Xiaomi and he is the head of Xiaomi TV business. 

To ensure the full compliance of the new government regulations and 

policies, Xunlei requested all cryptocurrency exchange platforms to halt 

trading Wanke coin and meanwhile, the Wanke coin was rebranded as 

LinkToken and officially its circulation is limited to the boundary of the 

OneCloud system. 

After these timely actions, Xunlei’s stock price stabilized and started a new 

round of rapid price appreciation. As of writing, the stock trades at Nasdaq 

for $18.83 per share. 

So, it’s straightforward to tell that the development and progress of 

OneCloud business is the key driving factor that affects Xunlei’s stock price. 

In this article we’ll focus on the discussion of the valuation for OneCloud 

business. 

If you are new to Xunlei’s OneCloud product, I’d recommend you to read 

thisSeeking Alpha article and also the article published on Quartz Media 

dated Dec. 11th. 

OneCloud - A Large Scale Cloud Computing Product Is In The Making 

The OneCloud device uses a 1.5GHz 4-core ARM CPU and runs Linux 

operating system. So each OneCloud device is a mini cloud computing server 

https://seekingalpha.com/article/4107935-xunlei-blockchain-cloud-live-streaming-undervalued-value-trap
https://qz.com/1152564/the-hottest-cryptocurrency-in-china-isnt-bitcoin-its-onecoin-make-that-lianke-by-xunlei-xnet/


but amazingly the power consumption is very minimal, roughly 0.03kWh per 

device per day. 

 

 

OneCloud Device (Source: Xunlei's website) 

 

According to Xunlei’s website, as of Jan 5th, the total number of preorders of 

this device has reached 30.5M. No question this is gigantic number. If 

exclude canceled or duplicated orders, I estimate that the valid number of 

orders shall be around 18M (~ 60% of the total number). 



As of Jan 5th, it’s estimated that about 750 thousand OneCloud device has 

been online and more and more new devices are being connected to the 

OneCloud Network at the rate of 10 ~ 30 thousand per day. The largest 

cloud computing infrastructure is in the making. 

 

 

OneCloud Network (Source: Xunlei website) 

 

The original schedule for the shipment of these preorders shows that most of 

orders will be delivered before April/May timeframe. Personally I don’t think 

that’s feasible considering this huge amount of orders and the manufacturing 

facility takes time to ramp up production. To be on the conservative side, I 

estimate that 15M OneCloud devices will be connected to the cloud by the 



end of 2018. That still will be a milestone and a phenomenal achievement 

for OneCloud. The following discussion will be based on the assumption that 

this 15M OneCloud device will be successfully deployed by the end of 2018. 

To have a clearer understanding of the scale of OneCloud as a cloud 

computing product, let’s put it into perspective by comparing OneCloud with 

Amazon’s AWS and Akamai’s CDN: 

According to this Bloomberg article, Amazon’s AWS had about 2M servers by 

the end of 2014. Now three years has passed and considering the growth 

rate of AWS, it’s reasonable to estimate that AWS currently has about 5M 

physical servers. For Akamai, the Fact&Figures shows that it deployed about 

2.33M servers worldwide for its CDN business. So, OneCloud with 15M 

devices is a cloud product with large scale. 

OneCloud - One Cloud, Many Possibilities 

1. OneCloud As An Innovative CDN 

This is one of the primary goals for Xunlei to build this revolutionary product. 

With the innovative idea, Xuelei can provide CDN service with a price tag 

approximately ½ or even ⅓ of that charged by other mainstream CDN 

providers, such as Alibaba, Akamai etc.That’s mainly because the bandwidth 

acquisition cost is very low for OneCloud. 

2. OneCloud As A Cloud Storage Service 

Assuming 80% of OneCloud device owners will attach a 1T hard drive to the 

device. The total cloud storage capacity will be 15M*80%*1T = 12M*1T = 

12,000,000T = 12,000P = 12E (Exabyte). Put it into perspective, AWS has 

6M server, if each server is configured with a 4T hard drive, the total storage 

http://www.bloomberg.com/news/2014-11-14/5-numbers-that-illustrate-the-mind-bending-size-of-amazon-s-cloud.html
https://www.akamai.com/uk/en/about/facts-figures.jsp


capacity of AWS is 6M*4T = 24E. Are you surprised by the number? I guess 

so. Because at 15M devices level, OneCloud will reach 50% the size of AWS 

from the storage capacity perspective. 

3. OneCloud As A Blockchain Application Platform 

Xunlei’s legacy business is based on P2P technologies and over the years, it 

has built up a very strong R&D team. So it’s just natural for it to go All-In 

with blockchain technology. OneCloud has a built-in blockchain platform 

similar to Ethereum (CoinBase: ETH) and LinkToken ("token") is the 

cryptocurrency circulating on this platform. 

At the early stage of building up the OneCloud, LinkToken is used as one of 

stimulating mechanisms to promote the deployment of the OneCloud 

devices. It works similarly to cryptocurrency: certain amount of LinkToken, 

currently 1.6M per day, will be shared among all the connected OneCloud 

devices and the amount of LinkToken each device received is based on their 

contribution of the internet bandwidth and/or disk space. So far, this works 

pretty well and it greatly speeds up the deployment. 

As a model application based on this blockchain platform, Xunlei is working 

on a new fee collection system for digital media distribution. With the built-in 

blockchain technology, the owner of the digital media will be able to track 

each and every use of the media and hence never miss fee collection again. 

In addition, many third party game developers have already started 

developing new games based on the blockchain platform provided by 

OneCloud. One game called LinkMoney was released last month and it 

attracted thousands of players in just a few days. As far as I know, more 

new games called LinkDragon, LinkFox and LinkBear will be launched within 

https://www.gdax.com/trade/ETH-USD


a month. It’s predictable that by June timeframe, tens of games based on 

OneCloud will be coming online. 

2018 is believed to be the first year that large scale of blockchain based 

applications will come into market. OneCloud, as a blockchain platform, will 

play an important role in this new trend. 

4. OneCloud As A Powerful Distributed Computing Network 

Many physical servers in AWS uses Intel Xeon processors, for example, Xeon 

E5-2686. According to cpubenchmark.net, the performance reading of this 

CPU is 19255; The CPU used in OneCloud is 1.5GHz 4-core CPU and its 

performance is similar to an Intel Celeron. The performance reading of the 

Celeron is 969, which is roughly about 5% of an Xeon. Considering the huge 

number of mini servers in OneCloud, not all of them will always be fully 

utilized. Let’s assume CPU duty cycle allocations as following: CDN=20%, 

Cloud Storage=5%, Blockchain transactions=5%. So plenty of idle cpu duty 

cycles can be used for other computing tasks. These computing tasks can be 

run at a lower priority to ensure not to affect other applications. 

How powerful is the distributed computing network? Let’s crunch the 

numbers: 15M*70%/20 = 500 thousand AWS equivalent servers. This is 

serious amount of computing power. For example, If all these idle computing 

power is put into use for cryptocurrency mining, such as Monero coin 

mining, no question OneCloud will be the largest mining pool in the world 

and it can generate significant amount of profit considering the surging 

higher of the value of the cryptocurrencies. 

https://www.cpubenchmark.net/cpu.php?cpu=Intel+Xeon+E5-2686+v3+%40+2.00GHz
https://getmonero.org/


Aforementioned are just a few use cases for OneCloud. I bet the list can go 

on and on. 

OneCloud - Valuation 

In this section, I'll discuss OneCloud valuation. For a totally new business 

model, it’s still too early to use specific earnings data to calculate the 

valuation. So this valuation is more focused on the business model itself 

rather than specific detailed earnings data. The valuation consists of two 

parts: China domestic market and international market. 

China Market 

The valuation in the table below is just based on rough estimation by 

comparing OneCloud to other products that are already in the market. 

 Conservativ

e 

Speculativ

e 

Notes 

Innovative CDN 500M 1000M Alibaba. Tencent, 

Wanxiu 

Cloud Storage 300M 600M Baidu, Alibaba 

Blockchain Platform 

(Domestic) 

500M 1500M  



Computing Power 300M 600M  

Hardware 300M 600M Avg unit price 

450/6.50= $70 

Total 1900M 4400M  

 

International Market 

In mid December, when Xunlei’s CEO was interviewed with a correspondent, 

he mentioned that OneCloud was going to explore the international market 

1st half of 2018. On Jan 4th, the company announced on Weibo that 

OneCloud devices had been certified by FCC and CE, which means OneCloud 

devices is ready for international market. 

International market is a must-have for Xunlei. I will discuss why later. Here 

I just provide the valuation of the international market for its blockchain 

platform for now. 

 Conservative Speculative Note 

Innovative CDN N/A N/A  

Cloud Storage N/A N/A  



Blockchain Platform (International Version) 1000M 2000M  

Computing Power N/A N/A  

Hardware N/A N/A  

Total 1000M 2000M  

 

According to the latest earning report, Xunlei currently has 358M cash and 

cash equivalent. In additional, it has estates with about 200M valuation. The 

legacy business values about 200M. So, 

The conservative target market valuation 

= 358M + 200M + 200M + 1900M + 1000M 

= 3658M = $3.7B 

The speculative target market valuation 

=358M + 200M + 200M + 4400M + 2000M 

=6958M = $10.7B 

As of writing, the company stock has market cap of $1.25B. 

Challenges to Conquer 



As mentioned earlier, all those valuation data is based on the assumption 

that 15M+ OneCloud device will be deployed by the end of 2018. However, it 

won’t be smooth sailing to successfully deploy 15M+ cloud devices in such a 

short timeframe. It must conquer some critical challenges before the goal 

can be achieved. 

I think the biggest challenge is how to keep end users motivated to rush to 

buy and connect the device to OneCloud. Currently the stimulation 

mechanism consists of two parts: first, the owner of OneCloud device will 

enjoy lifetime premium downloading and cloud storage service for free; 

second, the owner of the device will also receive certain amount of 

LinkToken daily as rewards for contributing the idle internet bandwidth 

and/or hard drive space. The first part is a good enough reason for people to 

buy the OneCloud device but the second part is the key factor that motivate 

people to rush into becoming member of OneCloud. 

At this point, the OneCloud device owner can receive about 2 tokens per day 

in average and each token values about $0.7. As more devices are coming 

online, the number of tokens that device owner can receive will be 

decreased. So it’s Xunlei’s top priority task to ensure the token price will be 

stable and going up gradually. But how? I think there are multiple feasible 

approaches: 

First, speed up the OneCloud ecosystem development by adding more and 

more blockchain based applications such as games, auctions, intelligent 

property tracking systems, etc. These applications will consume tokens and 

also promote the healthy circulation of the token. 



Second, Xunlei can launch international version of LinkToken. As I 

mentioned earlier, China regulations forbid the trading of cryptocurrency. 

That makes the owner of LinkToken hard to cash out the token and as a 

consequence, the token’s face value is depressed. OneClould is expected to 

be launched first half of 2016, or as early as Feb in selected foreign 

countries. So, it shall be natural step for Xunlei to launch the international 

version of LinkToken. The international version shall be a public 

cryptocurrency and can be traded freely without being subject to China 

government’s regulations. As a public cryptocurrency, the international 

version will certainly attract many investors since it’s backed by the service 

offered by OneCloud. 

The second challenge is government regulatory risk. At this point, Xunlei has 

no more issue with government regulation and policy compliance. But if any 

new regulation or policies that affect OneCloud, the management must react 

quickly to resolve. 

The last but certainly not least challenge is competition. OneCloud is a very 

innovative product. That's why I call it revolutionary. So, it won't surprise 

me if more than five followers will launch similar products to compete 

against Xunlei's OneCloud within 6 month timeframe. At this point, I don't 

think it's a big issue for Xunlei since it has technical barrier for competitors 

to launch products that target the exact same market. 

Stock Target Price 

Based on the discussion in this article, the 52-week price target for Xunlei’s 

stock is $55 (3.7B market cap) ; if go with the speculative route, the target 

price is $160 (10.7B market cap). 



Summary 

Xunlei's OneCloud is a revolutionary product and it has huge potential. If the 

company management team can execute and meanwhile government 

regulation is on the friendly side, Xunlei's company valuation will grow at 

least 3X within 52-week timeframe. 

Disclosure: I am/we are long XNET. 

I wrote this article myself, and it expresses my own opinions. I am not 

receiving compensation for it (other than from Seeking Alpha). I have no 

business relationship with any company whose stock is mentioned in this 

article. 

 


