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BTS Group
Impressive growth

 
Estimate Changes (kr)

  
Now Before

 
EPS, adjusted 22e 10.8 10.7 1.3%

EPS, adjusted 23e 13.5 12.8 4.8%

EPS, adjusted 24e 16 14.8 7.7%

Calendar Events
 
Q2'22 rapport 2022-08-18

Key Figures (mkr)
 
Number of shares 19m

Market cap 8,253

Net debt (258)

EV 7,995

Free )oat 31%

Avgerage number of daily
traded shares

11(k)

Reuters/Bloomberg BTSb.ST/BTSB SS

 
Estimates (kr)

 
21e 22e 23e 24e

 
Sales, mkr 1,917 2,489 2,900 3,335

Growth 31% 30% 17% 15%

EBITDA, mkr 359 428 507 584

EBIT, mkr 256 314 387 457

EPS, adjusted 8.8 10.8 13.5 16.0

EPS growth 350% 23% 24% 19%

Equity/share 50.8 56.8 64.8 74.1

Dividend/share 4.8 5.4 6.7 8.0

EBIT margin 13.3% 12.6% 13.3% 13.7%

ROE 17.4% 19.1% 20.8% 21.6%

ROCE 16.9% 19.3% 21.7% 23.3%

EV/Sales 4.2x 3.2x 2.8x 2.4x

EV/EBITDA 22.2x 18.7x 15.8x 13.7x

EV/EBIT 31.3x 25.5x 20.7x 17.5x

P/E, adjusted 48.3x 39.3x 31.6x 26.7x

P/Equity 8.4x 7.5x 6.6x 5.8x

Dividend yield 1.1% 1.3% 1.6% 1.9%

FCF yield 2.6% 2.7% 3.2% 3.8%

Net debt/EBITDA (0.2)g (0.4)g (0.7)g (0.9)g

 
Risk and Potential

 
Motivated value 475.0 - 485.0
  
Current price 426.0

Risk level Low

One Year Performance Chart
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Organic growth was impressive

Net sales amounted to SEK 524m, corresponding to growth of 24%, of which 21% organic. Sales were 10%
above our estimate and EBIT was SEK 45.6m, SEK 15m below our estimate. The di@erence can be partly
explained by heavy investments in new hires in the Other Markets segment.

We believe it will persist for the rest of the year

We are raising our revenue estimate by 8% on average across the forecast period. This year, we are raising
our organic growth estimate to 19% from the previous 13%. We also see a sustained FX tailwind for the the
company. In addition, we are raising the EPS estimate by 4.7% on average during the forecast period. We
estimate the upside will persist on proCtability going forward.

We are raising our fair value

We are raising our fair value to SEK 475-485. We believe the company’s growth will remain high for the next
year, based on that the company has guided continued structural growth and is taking market shares. BTS
Group has strong cash reserves and a history of acquisitions and we see a potential upside in our estimates.

mailto:rikard.engberg@penser.se
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Overview
Impressive growth

Investment Case

BTS develops and packages client strategies and assists with their implementation through simulation and
training. BTS di@erentiates itself from the major management consultancy Crms by being more niched in
implementing and executing strategies for its clients.

Company Pro5le

BTS is a 6ight simulator for businesses
BTS’s strategy includes interactive learning, and is used to train managers and entire organisations as tangibly
and personally as possible. BTS o@ers a broad range of simulations, and over the years the company has built
up vast know-how in a number of industries and markets. BTS can simulate anything from a recession to what
would happen if a company were to lose one of its most important customers. Using the BTS methodology its
clients can, for example, learn how their company should act in, and defend itself against, di@erent scenarios.

Growth with stable margins
Growth with stable margins
The company’s target is to achieve 20% annual growth with a 17.5% EBITA margin. This is to be achieved
both organically and through acquisitions. Over the past 10 years, BTS has generated average annual growth
of 10% in currency-adjusted sales and EBITA, with organic growth accounting for the majority. Despite this
strong growth, BTS has managed to maintain a stable margin over the years. The EBITA margin is anchored
above 10%, which is also what we anticipate going forward. We estimate that this growth, and the company’s
cutbacks and eHciencies, will o@set the ongoing pressure on prices. In the short term, BTS should deliver
higher proCtability as it has historically invested just over 3-4% of its turnover in digitalisation. However, it
is investing for long-term growth, which we consider to be the right strategy. In addition to stable growth
and proCtability, the company has also delivered good dividend growth over time.

One company, four revenue streams
BTS has four revenue streams: Programs, Development, Licenses and Other Revenue. Programs account for
the majority of revenues, at about 63%, but we do not assess this as a risk since this Celd is its signature
reputation in the market. This is also the costliest service, making it realistic that it accounts for the majority
of revenues. The revenue model is based on Cxed prices, with variable components in the form of annual
indexation and fees depending on the number of participants. The company’s most proCtable segment is
Licenses, accounting for just over 13% of sales. In this area we envisage that acquisitions could raise the
proportion of total sales. The remaining revenue streams are Development and Other Revenues, which
account for 26% of net sales.

Valuation approach

Given the Cnancial stability of the company, along with the fact that it has over time delivered double-digit
growth and margins, we estimate that the share has more to give and is still worth owning for the long term.
Our DCF indicates a value in the range of SEK 475-485. We see further upside from future acquisitions, which
we feel are likely, and from an upgrade in guidance.
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Quick facts Estimate changes

Revenue split Q1

63%

23%

13% Programs

Development

Licences

Källa: BTS

Geographic split Q1

53%

17%

24%

6%

North
America

Europe

Other
markets

APG

Källa: BTS
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Försäljning och EBIT (q/q)
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The quarter in detail

Sales in the North America segment amounted to SEK 276 million, which corresponds to currency-adjusted growth
of 18%. The EBITA margin was 15.3%, up 130 bps over the preceding year. We estimate that the company will continue
expanding the margin in upcoming years.

Sales in BTS Europe were SEK 89 million, which corresponds to currency-adjusted growth of 22%. EBITA was SEK
11 million, equating to an EBITA margin of 11.9%, up from 8.1% in Q1 21. The German market has stabilized and we
believe growth has the potential to accelerate during the year.

Sales in Other Markets amounted to SEK 125 million, which corresponds to currency-adjusted growth of 40%. Organic
growth was 25% and the acquisition of Netmind contributed 15% growth. EBITA in the business area was SEK 2
million, corresponding to an EBITA margin of 1.5%. The margin was held down by recruitments carried out to meet
high demand. Q1 is normally the weakest quarter for the business area.

In summary, we see strong development in all segments, which is re)ected in our estimate changes. We also note
that the company has FX tailwinds that will boost sales in upcoming quarters

Estimate changes

Based on the strong organic growth and FX tailwinds, we are raising our organic growth estimate from 13% to 19%
on average. For the next few years, we are raising our organic growth estimates to 16.5% in 2023 and 15% in 2024.
Following review of our cost estimate, we are also raising EPS by an average of 4.7% during the forecast period.

DCF

Källa: EPB
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Income statement

Balance sheet
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Cash6ow statement

KPIs

Kvartalsvisdata
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This publication (“the Publication”) has been compiled by Erik Penser Bank (“the Bank”) exclusively for clients of the Bank. The contents are based
on information from publicly available sources which have been deemed reliable. No guarantee is extended as to the accuracy and completeness
of the contents of the document or the forecasts and recommendations provided therein. The Bank may permit employees of another department
or analysed company (“the company”) to read facts or series of facts in order to verify the same. The Bank does not disclose conclusions or
assessments included in the Publication in advance. Opinions stated in the Publication are those of the analyst at the time the Publication was
prepared and such opinions are subject to change. No assurance is provided that future events will be in accordance with opinions stated in
the Publication.
The information in the Publication must not be understood as encouragement or recommendation to enter into transactions. The information
does not take into account an individual recipient’s investment knowledge and experience, Cnancial situation, or investment goals. The
information thus does not constitute a personal recommendation or investment advice.
The Bank disclaims all liability for direct or indirect loss that may be based upon the Publication. Investments in Cnancial instruments are
associated with Cnancial risk. The investment may go up or down in value or become entirely worthless. Past favourable performance of an
investment is not a guarantee of future performance.

Fair value and risk

The fair value re)ects a value for the share on the day the analysis is published in a range corresponding to approximately 5-10%. The Bank uses
several di@erent valuation models to value Cnancial instruments, such as cash )ow models, valuation of multiples and breakup value analysis.

The valuation method and the approach for determining the fair value should be apparent in the analysis and may vary from company to company.
SigniCcant assumptions used in valuations are based on currently available market data and a scenario for the company’s future development
that we consider reasonable. As regards risk, the share is classiCed on a High-Medium-Low scale based on a number of known parameters relevant
to the company. A general guideline for being classiCed as low risk is that the company has positive cash )ow and that no individual factor a@ects
net sales by more than 20%. The corresponding general description of high risk is that the company has not achieved positive cash )ow or that
an individual factor a@ects net sales by more than 50%.

The research presented in the Publication was performed in accordance with the terms and conditions of the “Penser Access” service that the
Bank performs on behalf of analysed companies. The analysed company remunerates the Bank for the aforementioned service. The fair value
and risk classiCcations are continuously updated. Click here https://www.penser.se/historiska-analysrekommendationer/ to view the history of
investment recommendations issued by the Bank.

General

The Bank’s consent is required to copy or disseminate the Publication in whole or in part. The Publication must not be disseminated or made
available to any natural or legal person in the United States of America (other than as provided under Rule 15a–16, Securities Exchange Act of
1934), Canada, or any other country that imposes statutory restrictions on the dissemination and availability of the contents of the material.
The Bank has prepared an Ethics Policy and a Con)icts of Interest Policy. The aim of these policies is to protect against and prevent con)icts
between the interests of clients and departments within the Bank. The approach used by the Bank to prevent con)icts of interest includes
restrictions on communications (Chinese Walls). The Research Department is physically separated from the Corporate Finance department, which
occupies separate premises. The Corporate Finance department is not permitted to participate in the production of a Publication or to express
opinions on a Publication. However, there may from time to time exist a client relationship or advisory situation between a company covered in
a Publication and a department of the Bank other than the Research Department. The Bank has drawn up internal restrictions concerning when
employees are permitted to conduct trades in a Cnancial instrument that is the subject of an Investment Recommendation.
From time to time, the Bank performs assignments for a company that is mentioned in a Publication. The Bank may, for example, be acting as an
advisor or issuer agent to the company or as the liquidity guarantor for one of the company’s securities. If such is the case, this has been stated
in the Publication. The Bank, its owners, directors, or employees may own shares in companies mentioned in the Publication. All employees of
the Bank must report their holdings in securities and must report all transactions. The Bank and its employees comply with guidelines issued by
the Swedish Securities Dealers Association concerning employee transactions. The analyst who has prepared Investment Research as referred to
in Chapter 11, section 8 of the Swedish Financial Supervisory Authority’s Regulations regarding securities (FFFS 2007:16) and others involved in
this work are not permitted to trade on their own account in the covered Financial Instrument or related Financial Instruments in contravention
of the applicable recommendation. The Bank’s Compliance Department monitors all employee transactions.
The Bank pays salaries to analysts, which may also consist of a share of the Bank’s proCts but which is never linked to the Cnancial performance of
another department. Neither the Bank nor the individuals who compiled the Publication have holdings (long or short) in the Cnancial instruments
issued by the analysed company that exceed 0.5% of the analysed company’s share capital.
For the company in question, the Bank also conducts research in accordance with the terms of the “Penser Access” paid-for service. Click here
https://epaccess.penser.se/ for more information about this service.
Erik Penser Bank is authorised to conduct securities operations and is under the supervision of the Swedish Financial Supervisory Authority
(Finansinspektionen)

Erik Penser Bank (publ.)

Apelbergsgatan 27 Box 7405 103 91 STOCKHOLM

tel: +46 8 463 80 00 fax: +46 8 678 80 33 www.penser.se
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