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BTS Group

Beats every estimate and boosts forecasts

Impressive organic growth

Sales amounted to SEK 664m (EPB SEK 630m), corresponding to currency-adjusted growth of 24%. The
fastest-growing segment was Other Markets, which delivered organic growth of about 35%. Other segments
are also demonstrating impressive growth rates (Europe 35% and North America 14%). EBITA was SEK 168m
against our estimate of SEK 105m. The difference is explained by a higher margin than estimated and stronger
growth.

Results in higher estimates

Based on the higher forecast, we are raising our revenue estimate by 3% on average across the forecast period.
We believe the company is going to see persistent strong growth beyond 2022. As we are raising our revenue
estimate, our EPS estimate also climbs by 4% on average. The reason we are not making greater changes is
the increased market volatility the company covers in the report.

But fair value is retained

Despite the strong report, we are not changing our fair value of SEK 475- 485, in order to reflect the
company’s entry into a more volatile end market. In our assessment, the company is looking for acquisitions
and a major one would be a potential share price trigger. At present, the company is being traded at an
implicit WACC of 11%.

Estimate Changes (kr) Estimates (kr)

Risk and Potential

Now Before 21e 22e 23e 24e Motivated value 475.0 - 485.0
EPS, adjusted 22¢ 11.4  10.8 5.1% Sales, mkr 1,917 2,523 2977 3,453 Current price 334.0
EPS, adjusted 23e 13.9 13.5 3.4% Growth 31% 32% 18% 16% Risk level Low
EPS, adjusted 24e 16.7 16 4.4% EBITDA, mkr 359 445 521 604
EBIT, mkr 26 329 400 BEl One Year Performance Chart
EPS, adjusted 8.8 11.4 13.9 16.7
Calendar Events
EPS growth 350% 29% 22% 20% o
Q322 Earnings 2022-11-11 Equity/share 50.8 57.3 65.5 75.3
450
Dividend/share 4.8 5.7 7.0 8.4
EBIT margin 13.3%  13.0%  13.4%  13.8% *°
Key Figures (mkr) ROE 17.4%  19.9%  21.2%  22.2% 3o
Number of shares 1om ROCE 16.9%  20.1%  22.2%  24.0% .,
Market cap 6,471 EV/Sales 3.3x 2.5x 2.1x 1.8x -
Net debt (194) EV/EBITDA 175 141x  12.0x  104x s 0 N D 9 F M oA M 3 I A
EV 6,277 EV/EBIT 24.6x  19.1x  15.7x  13.2x
Free float 68% P/E, adjusted 37.9x 29.3x 24.0x 20.0x
i nalysts
Avgerage number of daily 3(K) P/Equity 6.6x 5.8x 5.1x 4.4x Yy
traded shares Dividend yield 1.4% 1.7% 2.1% 2.5%
rikard.engberg@penser.se
Reuters/Bloomberg BTSb.ST/BTSB S FCF yield 3.29% 3.4% 3.9% 4.8%
Net debt/EBITDA  (0.2)g  (0.4)g  (0.6)g  (0.8)g
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Overview

Beats every estimate and boosts forecasts

Investment Case

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

Company Profile

BTS is a flight 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 offers a broad range of simulations, and over the years the company has built
up vast know-how in several 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, different scenarios.

Growth with stable margins

The company’s target is to achieve 20% annual growth with a 17% 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 efficiencies, will offset the ongoing pressure on prices. In the short term, BTS should deliver
higher profitability 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 profitability, 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 65%, but we do not assess this as a risk since this field 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 fixed prices, with variable components in the form of annual
indexation and fees depending on the number of participants. The company’s most profitable segment is
Licenses, accounting for just over 12% 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 23% of net sales.

Valuation approach

Given the financial 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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Company facts Estimate Changes

Largest shareholders Votes Capital Estimate changes
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The quarter in detail

Sales in the North America segment amounted to SEK 316 million, which corresponds to currency-adjusted growth
of 14% y/y. At 14.6%, the EBITA margin was 200 bps lower than in the preceding year. The company saw a modest
dip in demand from the software sector at the end of Q2, which has led to postponements and, in some cases,
cancellations. BTS is forecasting slightly lower growth from this segment in H2.

Sales in the BTS Europe segment amounted to SEK 130 million, which corresponds to currency-adjusted growth of
35% y/y. EBITA was SEK 35.8 million, which corresponds to an EBITA margin of 27.6%, up from 20.3% in Q2 21.
Profitability is thus outperforming the company’s financial target. The margin expansion can be traced to improved
resource efficiency, higher license revenues and price optimisation.

Sales in the Other Markets segment amounted to SEK 173 million, which corresponds to currency-adjusted growth
of 35% y/y. EBITA from the business area amounted to SEK 25.7 million, which corresponds to a margin of 14.8%,
compared to 18.1% in Q2 21. We believe the company can strengthen the margin in the segment, as it is currently
impacted by new hires.

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

Estimate changes

Based on the strong growth, we are raising our estimates by an average of 3% across the forecast period. EPS growth
averages 4.3% over the period of 2023-2024.

Estimate changes

Estimat forandringar

2022 2023 2024
Forsaljning 1,4% 2,7% 3,5%
EBITDA 3,8% 2,7% 3,5%
EBIT 4,9% 3,.2% 4,3%
EPS, adj 5,1% 3,4% 4,4%

Source: EPB
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Sum of P of FCF [explicit periad) 4248
P of terminal walue [perpetuity Farmula] 4302
Enterprise value 052
Latest net debt -134
Minority interests & other )
Equity value 9246
Mo of shares outstanding [millions] 18
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- Capen ] -l4g -182 -21 -1 -21 -3 -48 -E0 -T2 87 - e -120 144 -156
- Increase [+decrease] in Wi 12 42z -4 -93 -2 -124 -6 -16 -17 -6 -6 -4 12 -0 -8 -5
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Source: EPB
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Income Statement

2012A 2013A 2014A 2015A 2016A 2017A 2018A 2019A 2020A 2021E 2022 2023E 2024E

Net sales 1243 1598 1865 1464 1917 2523 2977 3453
Operating Expenses -1092 -1384 -1554 -1309 1557 2078 -2456 -2849
EBITDA 151 214 mn 155 359 445 521 604
Depreciation and amortization -18 - -86 -3 -104 -116 121 127
EBIT 132 183 226 65 256 329 400 477
Adjustments 0 0 0 0 0 0 0 0
Adj. EBIT 132 183 226 65 256 329 400 477
Net financial items -1 -3 -10 -14 -10 -12 -12 -12
Profit before tax 131 180 216 51 246 37 387 464
Estimated tax -33 54 -66 -16 -75 -96 -118 141
Profit for the period 98 127 150 35 m Fral 210 323
Profit for the period (adj) 98 127 151 35 171 221 270 323
Source: EPB

Balance Sheet

20124 2013A 2014A 20154 2016A 2017A 2018A 2019A 2020A 2021E 2022 2023E 2024E

Balance sheet

Goadwill 425 455 536 549 830 796 761 723
Other intangible assets 87 72 82 75 115 115 115 115
Property, plant and equipment 30 39 220 185 180 100 15 -75
Interest-bearing non-current assets 0 0 0 0 0 0 0 0
Investments in associates and shares 0 0 0 0 0 0 0 0
Other non-current assets & 15 13 7 22 22 22 22
Total non-current assets 550 581 851 826 1147 1033 913 785
Inventory 0 0 0 0 0 0 0 0
Trade receivables 338 512 514 409 557 602 693 785
Other current assets 141 172 187 134 194 194 194 194
Cash and cash equivalents 200 262 6 A9 6594 i 946 1149
Total current assets 676 947 1018 1134 1345 1573 1837 2128
TOTAL ASSETS 1226 1528 1869 1960 2432 2606 2750 2913
EQUITY AND LIABILITIES

Equity 581 704 840 710 983 1097 1242 14058
Minority interests 0 0 0 0 0 0 0 0
Total equity 581 704 840 710 983 1097 1242 1405
Non-current financial liabilities 126 103 76 0 0 0 0 0
Provisions for pensions 0 0 0 28 0 0 0 0
Deferred tax liabilities 0 0 0 0 0 0 0 0
Other non-current liabilities 180 201 288 403 529 529 529 529
Total non-current liabilities 306 304 364 43 529 529 529 529
Currentfinancial liabilities 0 0 0 0 0 0 0 0
Trade payables 0 0 0 0 0 0 0 0
Tax liabilities 0 0 0 0 0 0 0 0
Other current liabilities 339 520 665 820 978 979 979 979
Total current liabilities 339 520 665 820 919 79 979 979
TOTAL EQUITY AND LIABILITIES 1226 1528 1869 1960 2492 2606 2750 2913

Source: EPB
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Cash flow statement

2012A 2013A 2014A 2015A 2016A 2017A 2018A 2018A 2020A 2021E 2022E 2023E 2024E
Profit for the period 98 127 151 35 171 221 270 323
Non-cash items 1 58 85 65 189 116 121 127
Changes in working capital -1 27 -18 142 48 -99 -118 124
Cash flow from operating activities 98 158 218 242 M2 237 273 327
Investments -80 37 -38 -148 -182 -21 -21 -21
Disposals 0 0 0 0 0 0 0 0
Free cash flow 13 12 180 94 130 216 251 305
Dividends 47 53 59 -10 23 -93 -110 -135
Share issues/buybacks 101 0 0 0 0 0 0 0
Purchases 0 0 0 0 0 0 0 0
Debtfinancing and other adjustments 0 -18 -63 282 0 0 0 0
Cash flow 73 50 48 307 107 123 141 170
Net Debt 74 97 -186 187 -294 416 557 728
Source: EPB
Share data
2012A 2013A 2014A 2015A 2016A 2017A 2018A 2019A 2020A 2021E 2022E 2023E 2024E
EPS, rep 507 6,54 7,79 196 8,82 11,38 1382 16,69
EPS adj 507 6,54 779 196 8,82 11,38 1382 16,69
FCFishare 093 6,25 9,29 488 6,72 1,13 12,97 15,77
Dividend 280 3,60 3,60 120 4,80 5,70 6,97 8,36
Equityishare 2097 36,35 43,34 36,64 50,75 57,33 6555 7527
Number of shares 19,37 19,37 19,37 19,37 19,37 19,37 19,37 19,37
Growth and margins
2012A 2013A 2014A 2015A 2016A 2017A 2018A 2019A 2020A 2021E 2022E 2023E  2024E
Sales, growth 29% 17% -22% 31% 32% 18% 16%
EBIT, growth 39% 23% -T1% 295% 29% 21% 19%
EPS just, growth 29% 19% -75% 350% 29% 22% 20%
EBITDA margin 13% 17% 1% 19% 18% 18% 18%
EBIT margin 11% 12% 4% 13% 13% 13% 14%
Source: EPB
Q17 17 17 17 118 218 318 418 119 19 19 19 170 Q220 20 121 321 172 22
Net sales 2740 3316 268.8 368.2 2994 4212 3774 4944 3758 4174 4597 5525 3722 3223 3470 4226 3882 4797 4782 5707 5236 6640
Operating Expenses 255.0 2848 2349 -317.0 -276,2 -360.3 -3336 -414.4 3314 -390,4 -387.9 -444.6 -3437 -2935 -310,5 -361,0 -3309 -3836 -397.0 -4459 -449,0 -534.2
Operating profit (EBITDA) 16,4 441 316 488 18,5 62,0 394 75,9 40,1 825 66,4 1025 228 288 365 61,1 57,1 97,6 796 1135 68,7 1236
Depreciation of property, plant, and equipment -17 -17 -16 -35 2,8 26 23 -4,6 -14,7 -14,8 -17,4 -19,0 -16,4 -16,8 -157 -16,8 -16,8 -16,8 -16,8 -16,8 -16,8 -16,8
Amortization of intangible assets -25 26 23 24 47 -49 -a4 -4 -43 .46 54 54 57 63 63 63 63 63 63 63 63 63
Operating profit (EBIT) 147 424 299 453 15,7 593 B 712 255 67,8 290 835 64 58 144 380 341 745 565 904 456 1005
Net financial items
Adj. operating profit (EBIT) 14,7 424 29,9 453 15,7 59,3 371 712 255 67,8 49,0 835 6.4 58 144 38,0 341 745 56,5 90,4 456 1005
Estimated tax -02 -02 00 -05 07 -08 06 15 25 -08 -27 32 22 44 33 37 42 40 46 49 39 33
Profit before tax 145 422 30,0 448 149 58,6 365 69,7 230 67,0 46,3 80,3 42 14 11,1 343 299 705 519 855 417 97,2
Estimated tax 52 13,9 9.8 -4.4 -4.4 -17,4 -111 20,8 -68 -19.8 -14,0 251 13 0,4 34 -10,7 9.4 -213 -16,5 273 -133 -30,0
Profit for the period 93 283 201 404 105 412 255 489 162 411 323 552 30 10 77 235 205 492 354 582 285 672
Qit7 Q@17 Qa7 Qa7 Qiis 218 318 418 ) 1o 10 10 220 20 121 321 172 25
Sales growth 22% 18% 1% 9% 9% 29% 40% 34% 26% 12% 22% 12% -1% -32% -25% -24% 4% 49% 38% 35% 35% 38%
EBIT growth (adjusted) 60% 31% 11% 5% % 40% 24% 57% 62% 14% 32% 17% -75% -91% -71% -54% 435%  1188% 291% 138% 34% 35%
EBITDA-margin 6% 13% 12% 13% 6% 15% 10% 15% 11% 17% 14% 19% 4% 5% 7% 11% 10% 18% 14% 21% 12% 22%
EBIT-margin 3% 8% 5% 8% 3% 11% 7% 13% 5% 12% 9% 15% 1% 1% 3% 7% 6% 13% 10% 16% 8% 18%
Source: BTS
Motivated value
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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, financial 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 financial instruments are
associated with financial 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 reflects a value for the share on the day the analysis is published in a range corresponding to approximately 5-10%. The Bank uses
several different valuation models to value financial instruments, such as cash flow 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.
Significant 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 classified on a High-Medium-Low scale based on a number of known parameters relevant
to the company. A general guideline for being classified as low risk is that the company has positive cash flow and that no individual factor affects
net sales by more than 20%. The corresponding general description of high risk is that the company has not achieved positive cash flow or that
an individual factor affects 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 classifications 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 Conflicts of Interest Policy. The aim of these policies is to protect against and prevent conflicts
between the interests of clients and departments within the Bank. The approach used by the Bank to prevent conflicts 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 financial 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 profits but which is never linked to the financial performance of
another department. Neither the Bank nor the individuals who compiled the Publication have holdings (long or short) in the financial 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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