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In the last few years, BluGlass has pivoted into the manufacturing of high-performance Gallium Nitride (GaN)
laser diodes. More recently, it purchased a manufacturing facility in the USA and appointed a new company
President that has decades of experience commercialising disruptive laser diode technology. In our view, all
the pieces of the puzzle are now coming together and we think BluGlass is very well-positioned to carve out a
profitable niche in the rapidly growing gallium nitride (GaN) laser diode market.
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What are laser diodes?

Laser diodes are semiconductor devices that generate highly intense, focused beams of light and serve
several purposes, depending on the industry and application. For example, mobile phones use laser diodes

to indicate the presence of incoming telephone calls. Advanced manufacturing processes use laser diodes
for the fabrication of advanced componentry needed in everything from the high precision manufacture of
semiconductor chips and electronic devices, to the intricate metal and polymer fabrication needed in today’s
cars, planes, and trains. In medical devices, laser diodes are used for things like sensing cancer and diseases,
to removing unwanted tissues. And of course, there are growing applications in displays and lighting, in
particular for AR/VR applications. Laser technology is not only changing the way that advanced technology is
made, but the very things that can be made.

BluGlass historically developed semiconductor equipment and processes for the manufacture of GaN LEDs,
but has pivoted to a direct-to-customer GaN laser diode business model to exploit the very substantial
opportunity in this market. This is not just because of the market size for laser diodes, as big as it is and will
be. Laser diodes are forecast to grow at a more than 23% compounded annual growth rate through 2025.
More importantly, there are needs in the market that are currently not being met by existing manufacturers
and BluGlass plans to fill this void in the market.



Better for customers and BluGlass

Laser diode customers want greater flexibility, faster development, enhanced performance and lower cost
solutions, but cannot get them right now — at least not without significant post-purchase work. BluGlass aims
to offer a full suite of plug and play and custom GaN laser solutions to several market segments, including
the industrial, defense, display and scientific markets. It will offer products in a range of form-factors and in a
broad spectrum of wavelengths ranging from 405-450nm.

From a manufacturer’s perspective, laser diodes are problematic because they require a highly specialised
manufacturing process. Although the industry only has a handful of large players, BluGlass has three distinct
advantages.

First, it is more agile and flexible because of its smaller size and can therefore meet individual customers’
requirements as described above. Second, in the not-too-distant future it aims to combine its proprietary
Remote Plasma CVD (RPCVD) process with the industry standard Metal Organic Chemical Vapour Deposition
(MOCVD) technology, which will enable higher-value, higher-brightness laser diodes that are less energy
intensive. Third, it is vertically integrating its supply chain and is bringing its laser diode manufacturing process
in-house. This will help the company fast-track laser diode development and avoid supply chain issues that
have plagued other companies in this space. Furthermore, as BluGlass brings production increasingly in-
house, away from contract manufacturers, it should be able to drive gross margins higher over time.

Two key catalysts

We believe BluGlass is very well-positioned to succeed in the laser diode space because of two catalysts
that we think make all the difference. First, the company purchased a laser diode production facility in Silicon
Valley earlier this year, in Fremont, California to be precise. This will help with its goal of vertically integrating
its supply chain and thereby achieve other objectives, including higher-performing products and greater
product customisation. Once ramped up, this facility should accommodate $160m in revenues.

Second, the company welcomed Jim Haden as company President. He has a proven track record in
transforming advanced technology businesses from R&D and early-stage product development to profitable
high-growth commercial entities. He was Chief Operating Officer at nLight where he helped transform the
business from an early-stage company to market leader, more than doubling revenue, increasing R&D return
on investment four-fold and ultimately assisted the business to attract expansion capital of US$25m. And in
his most recent role at Soraa Laser Diode, he assisted in its acquisition by Kyocera in January 2021.

All its ducks in a row

In the last 15 years, BluGlass has built up a significant body of expertise in RPCVD and in the manufacturing
of GaN LEDs that it is now leveraging in GaN laser diode manufacturing. Along with its existing wafer fab in
Sydney, the new fab in Fremont, which vertically integrates the company’s supply chain, and its extensive
portfolio of patents, standing at 93 right now, we believe the company has all its ducks in a row.

Obviously, there is execution risk in getting the company up to a sizable revenue level. But we think BluGlass
has the right team in place to get the job done. And although there are competitors in the laser diode space,
we think BluGlass can carve out its own, profitable niche in laser diodes where it is not really competing
directly with the incumbents given the advantages of its flexible design and manufacturing process. With all
its ducks in a row now and with the shares trading at 2.9 cents, we believe BluGlass is a four-star opportunity.

For a deep dive into BluGlass, you may want to read the extensive report that the team at Pitt Street Research
just published on the company.


https://www.pittstreetresearch.com/bluglass
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