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BTS Group

FY guidance retained

Sales in line with estimate

Sales for the quarter amounted to SEK 617m, corresponding to growth of 29%. FX-adjusted growth was 12%. EBITA
amounted to SEK 66 million, corresponding to a margin of 12%. EBITA grew by only 2% y/y. The weak EBITA trend
can be traced to the company’s challenging quarter in the American market. Even though the company saw about
35% of its revenue plan for Q3 in the market paused or cancelled, BTS recorded growth of 1% from the segment.
The paused projects were mainly linked to the software industry and BTS saw a recovery in Q3. In connection with
the report, the company is maintaining its guidance that 2022 will be significantly better than 2021.

Minor estimate changes

Considering that we are moving into a somewhat less certain macro environment, we are lowering our estimate for
organic growth by 1.5% for the next few years and, as a result, lowering our sales estimates by 2% on average. BTS
has historically been highly resilient in times of economic downturns. Based on the lower growth assumptions, we
are lowering our EBIT estimates by 4% on average

Fair value adjustment

Based on our estimate adjustments, we are lowering our fair value to SEK 425-430 from the previous SEK 475-485.
At present, BTS Group is trading at EV/EBITDA 11.4x in line with historical valuations. In our view, however, the
company should be trading at a higher multiple than its history would indicate because return on equity is
considerably higher now than historically.

Change in estimates (SEK) Forecast (SEK m) Value and risk

22e A%  23e 0% 2021 2022e 2023e 2024e Fair value SEK 425 - 430
Total revenue 2521 -0,1 2924 -1,8 Total revenue 1917 2521 2924 3363 Share price SEK 310
EBIT, adj. 308 -6,6 375 -6,3 Revenue growth 31% 32% 16% 15% Risk level
EPS, adj. 10,2 -10,3 13,9 0,0 EBITDA, adj. 359 424 497 572

EBIT, ad;. 256 308 375 243 Price Performance 12 months

Upcoming events

EBIT, adj. 256 308 375 443 a5
Q4 - report 23 February 2023 EPS, adij. 8,5 10,2 13,9 149 ;
22 August 2022 goyenye growth 31%  32%  16%  15% H'W% 1
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Dividend per share 4,8 5,7 7,0 8,4 .
Company facts (SEK m) P W
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Number of shares 19m .
o ROE, adj. 19,4%  21,1%  22,6%  23,7%
Market capitalization 5996 T S A T Y Y
EV/SaIes 3,8x 2,3x 1,9% 1,6x —— BTSE SSEQUITY OMX INDEX
Net debt -318
EV/EBITDA 20,1x 13,4x 11,2x 9,6x
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Free float 3% / Conflicts of interest
. . P/E, adj. 47,5x 30,3x 22,2x 20,8x Yes No
Daily trading volume, average 3k
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Bloomberg Ticker BTSB SS EQUITY y 0 0 0 ® Liquidity provider
Net debt / EBITDA -1,5x -0,7x -0,8x -0,9%  Certified adviser v
Analyst Transactions 12m v
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Investment case

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, has the potential to lead to continued margin expansion.

Company profile

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.

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 11% 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 24% of net sales.

Valuation

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 425-430. We see a further upside in potential future acquisitions.
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The quarter in detail

North America: The North America segment generated sales of SEK 308 million for the quarter. FX-adjusted growth was 1%.
EBITA from the segment amounted to SEK 31.8 million, which corresponds to a margin of 10.3%. BTS noted weak sentiment
among its software clients during the quarter, which led to pause or cancellation of 35% of its deal pipeline. The slowdown
was short-lived, however, as BTS has seen the majority of these clients re-activated during the quarter. The company is
confident that earnings and growth will be higher in Q4 than in Q3.

BTS Europe: Sales for the quarter amounted to SEK 100 million. FX-adjusted growth was 26%. EBITA from the segment
amounted to SEK 8.3 million, which corresponds to a margin of 8.3%.

BTS Other Markets: Sales for the quarter amounted to SEK 167 million. The figure corresponds to FX-adjusted growth of 23%.
EBITA from the segment amounted to SEK 23.8 million, which corresponds to a margin of 14.2%, significantly stronger than
the margin of 1.5% in Q1 22. The margin expansion is attributable to early hiring in H1 that has now begun to deliver.

Estimate changes
Based on the lower than expected earnings for the quarter and our assessment that the market will be somewhat weaker for

BTS over the next few years, we are lowering our sales estimates for BTS by 2.2% on average in forthcoming years. We also
believe that earnings may dip. In response, we are lowering our EBIT estimate by about 7% for the period of 2022-2024.
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BTS in charts

Valuation in line with historical levels..
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...but higher profitability
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Valuation output WACE assumptions Sensitivity analysis

Sum of PV of FCF (explicit period] 3614 Risk free nominal rate 25%

PV of terminal value (perpetuity formula) 4428 Risk premium 55%

Enterprise value 8041 Extra risk premium 05% Long:term growth rate

Latest net debt -318,11 Beta 10 10% 15% 20% 2,5% 30%

Minority interests & other o Cost of equity 8.5% 7.5%) 451 479 513 553 602

Equity value 8360 Cast of debt (pre-tax) 0% g 80% 417 441 469 501 540

No. af shares outstanding [millions) 19 Tax rate 2% < 85% 388 408 4an 458 450
Target debt/{debt + equity) 0% = F0% 363 380 400 422 449
WACC 85% 2.5% 341 356 2 391 413
Terminal value assump Long term EBIT margin

EV/EBITDA 224 190 162 Long term growth rate 20% 80% 10.5% 13.0% 155% 18,0%

EV/EBIT 315 261 215 Long term EBIT margin 130% 7.5% 365 439 513 587 661

EV/NOPLAT 403 335 275 Depreciation (% of sales) 20% 8 80% 37 403 469 535 600

P/E Capex (% of sales] 20% < 85% 3 372 43 471 550

ROIC/WALCC Working cap. (% of sales) 30% z P0% 293 346 400 453 507

Curent Share price 3345 Tax rate 2% 9.5% 275 324 an 471 469

EBITDA 311 155 1048 1056
- Depreciation -86 91 <152 <141
= EBIT 226 &5 896 715
- Tax on EBIT -50 <14 -197 -201
= NOPLAT 176 50 699 714
+ Depreciation 86 71 152 141
= Gross cash flow 262 141 851 B854
- Capex -38 -148 -139 -141
- Increase (+decrease) in WC -18 142 7 -4
= Free cash flow from operations 206 136 705 710
PV of cash flow 126 97 210 il 335 342 346 345 340 332 320 304 286 4478
% of Enterprise value 2% 1% 3% 3% 4% % 4% 4% 4% 4% 4% 4% 4% 55%
Accumulated % of Enterprise value 2% 3% 5% 8% 12% 17% 1% 25% 29% 34% /% 41% 45% 100%

Sales growth
EBITDA margin

EBITDA growth

EBIT margin

Depreciation (% of sales)
Capex (% of sales)

Capex (% of depreciation)
Working capital (% of sales)
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Income statement

2017 2018 2019 2020 2021 2022e 2023e 2024e
Net sales 1243 1598 1865 1464 1917 2521 2924 3363
Total revenus 1243 1598 1865 1464 1917 2521 2924 3363
Gross profit 1243 1598 1865 1464 1917 2521 2924 3363
Other operating costs -1 092 -1384 -1554 -1309 -1508 -2097 -2427 -2791
EBITDA 151 214 311 155 409 424 497 572
Items affecting comparability - - - - 50 - - -
EBITDA, adjusted 151 214 311 155 359 424 497 572
Depreciation and amortization -18 -31 -86 -91 -104 -117 -122 -129
EBITA, adjusted 141 196 292 130 288 350 419 490
EBIT 132 183 226 65 305 308 375 443
EBIT, adjusted 132 183 226 65 256 308 375 443
Net financial items -1 -4 -10 -14 -17 -14 -14 -14
Profit before tax 131 180 216 51 289 294 361 430
Profit before tax, adjusted 131 180 216 51 239 294 361 430
Taxes -33 -54 -66 -16 -75 -96 -118 -141
Net income 98 126 150 35 214 198 244 289
Net income, adjusted 98 126 150 35 164 198 244 289

Source: BTS Group, EPB

Cash flow statement

2017 2018 2019 2020 2021 2022e 2023e 2024e
EBIT 132 183 226 65 305 308 375 443
Other Cash flow Items 18 (23) 10 35 12 117 122 129
Changes in working capital -1 -2 -18 142 -5 -199 -121 -
Cash flow from operating activities 150 158 217 242 312 225 376 572
Investments - -37 -23 -22 -21 - - -
Free cash flow 150 121 179 94 131 225 376 572
Dividends -47 -53 -69 -70 -23 -93 -110 -135
Changes in debt -30 -18 -63 283 -137 0 0 0
Cash flow 73 50 47 307 -30 132 266 437
Net debt 18 -159 -240 -591 -594 -318 -412 -527
Source: BTS Group, EPB
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Balance sheet

2017 2018 2019 2020 2021 2022e 2023e 2024e

ASSETS

Goodwill 421 455 536 549 830 788 743 696
Other intangible assets 87 72 82 75 115 115 115 115
Tangible fixed assets 30 39 220 185 180 166 153 141
Other fixed assets 9 16 14 17 22 22 22 22
Total fixed assets 550 582 852 827 1147 1091 1033 975
Accounts receivable 335 512 514 408 557 756 877 1009
Other current assets 14 172 187 134 194 194 195 197
Cash and cash equivalents 200 262 316 591 594 578 672 787
Total current assets 676 947 1018 1133 1345 1528 1744 1992
TOTAL ASSETS 1226 1529 1869 1960 2492 2619 2778 2967

EQUITY AND LIABILITIES

Equity 581 704 840 710 983 1111 1270 1458
Total equity 581 704 840 710 983 1111 1270 1458
Long-term interest-bearing liabilities 126 103 76 0 0 260 260 260
Other long-term liabilities 180 201 288 403 529 269 269 269
Total long-term liabilities 306 304 364 431 529 529 529 529
Short-term interest-bearing liabilities 41 0 0 0 0 0 0 0
Accounts payable 26 0 0 0 0 0 0 0
Total current liabilities 339 520 665 820 979 979 979 979
TOTAL EQUITY AND LIABILITIES 1226 1528 1869 1960 2492 2619 2778 2967

Source: BTS Group, EPB

Growth and margins
2017 2018 2019 2020 2021  2022e  2023e  2024e

Revenue growth - 29% 17% N.m. 31% 32% 16% 15%
EBITDA growth, adjusted - 42% 45% N.m. >100% 18% 17% 15%
EBIT growth, adjusted - 39% 23% N.m. >100% 20% 22% 18%
EPS growth, adjusted - 28% 19% N.m. >100% 20% 36% 7%
Gross margin 100,0% 100,0%  100,0% 100,0%  100,0% 100,0% 100,0%  100,0%
EBITDA margin 12,1% 13,4% 16,7% 10,6% 21,3% 16,8% 17,0% 17,0%
EBITDA margin, adjusted 12,1% 13,4% 16,7% 10,6% 18,8% 16,8% 17,0% 17,0%
EBIT margin 10,7% 11,5% 12,1% 4,4% 15,9% 12,2% 12,8% 13,2%
EBIT margin, adjusted 10,7% 11,5% 12,1% 4,4% 13,3% 12,2% 12,8% 13,2%
Profit margin, adjusted 7,9% 22,5% 8,0% 2,4% 8,6% 8,7% 9,1% 9,4%

Source: BTS Group, EPB

2017 2018 2019 2020 2021 2022e 2023e 2024e

ROE, adjusted Neg. 20% 19% 5% 19% 21% 23% 24%
ROCE, adjusted Neg. 22% 25% 6% 28% 25% 25% 26%
ROIC, adjusted Neg. 32% 39% 18% >100% 52% 45% 50%

Source: BTS Group, EPB
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Capital efficiency

2017 2018 2019 2020 2021 2022e 2023e 2024e
Accounts receivable / total revenue 27% 32% 28% 28% 29% 30% 30% 30%
Total short-term liabilities / total cost 31% 38% 43% 63% 65% 47% 40% 35%
Working capital / total revenue 18% 10% 2% -19% -12% -1% 3% 7%
Capital turnover rate 1,6x 2,0x 2,0x 2,1x 1,9x 1,8x 1,9x 2,0x

Source: BTS Group, EPB

Financial position

2017 2018 2019 2020 2021 2022e 2023e 2024e
Net debt 18 -159 -240 -501 -594 -318 -412 -527
Equity ratio 47% 46% 45% 36% 39% 42% 46% 49%
Net debt / equity 0,0x -0,2x -0,3x -0,8x -0,6x -0,3x -0,3x -0,4x
Net debt / EBITDA 0,1x -0,7x -0,8x -3,8x -1,5x -0,7x -0,8x -0,9x

Source: BTS Group, EPB

Per share data

2017 2018 2019 2020 2021 2022e 2023e 2024e
EPS 5,07 6,51 7,74 1,82 11,0 10,2 12,6 14,9
EPS, adjusted 5,07 6,51 7,74 1,82 8,48 10,2 13,9 14,9
FCF per share 7,72 6,23 9,26 4,85 6,74 11,6 19,4 29,5
Dividend per share 2,80 3,60 3,60 1,20 4,80 5,70 6,97 8,36
Number of shares after dilution, average 19,4 19,4 19,4 19,4 19,4 19,4 19,4 19,4

Source: BTS Group, EPB

2017 2018 2019 2020 2021 2022e 2023e 2024e
P/E, adjusted 18,4x 19,5x 30,7x 119,4x 47,5x 30,3x 22,2x 20,8x
P/BV Neg. Neg. Neg. Neg. Neg. Neg. Neg. Neg.
P/FCF 12,1x 20,4x 25,7x 44,7x 59,8x 26,7x 15,9x 10,5x
FCF-yield 8% 5% 4% 2% 2% 4% 6% 10%
Dividend yield 3,0% 2,8% 1,5% 0,6% 1,2% 1,8% 2,3% 2,7%
Payout ratio, adjusted 55,2% 55,3% 46,5% 66,0% 56,6% 55,8% 50,1% 56,2%
EV/Sales 1,5x 1,4x 2,3x 2,5x 3,8x 2,3x 1,9x 1,6x
EV/EBITDA, adjusted 12,1x 10,8x 14,0x 23,2x 20,1x 13,4x 11,2x 9,6x
EV/EBIT, adjusted 13,8x 12,5x 19,4x 55,9x 28,2x 18,5x 14,9x 12,3x
EV 1829 2301 4371 3613 7213 5678 5584 5470
Share price, year end 93,5 127 238 217 403 310 310 310

Source: BTS Group, EPB

BTS Group — 14 November 2022

Erik Penser Bank



Quarterly data

QU7 Q217 Q317 Q417 QU8 Q218 Q318 Q418 QU9 Q219 Q319 Q419  QI20 Q220 Q320 Q420 Q21 Q221 Q321 Q421 QI22 Q222 Q322 Q422
Net sales 2740 3316 2688 3682 2994 4272 3714 4944 3758 4774 4597 5525 3722 3223 3470 4226 3882 4797 4782 5107 5236 6640 6171 7162
Operating Expenses 2550 2848 2349 3170 2762 3603 3336 4144 3314 3904 3870 4446 3437 2035 3105 -36L0 3300 -3836 3070 4459 4490 5342 5334 5801
Operating profit (EBITDA) 164 4.1 3L6 38 185 620 394 759 01 825 664 1025 228 288 365 611 5.1 976 796 1135 687 1236 771 1304
Depreciation of property, plant, and equipment 17 47 16 35 28 26 23 46 47 148 174 190 164 168 157 168 168 -168 -168 168 -168 -168 -168 -168
Amortization of intangible assets 25 26 23 24 41 49 44 41 43 -46 54 54 57 63 63 63 63 63 63 63 63 63 63 63
Operating profit (EBIT) 147 24 299 453 157 593 371 712 25 678 490 835 64 58 144 380 341 745 565 904 456 1005 540 1074
Net financial tems
'Adj operating profit (EBIT) 14,7 24 299 453 157 593 371 712 25 678 290 835 64 58 144 380 341 745 565 904 456 1005 540 1074
Estimated tax -02 02 00 05 07 08 06 15 25 -08 27 32 22 44 33 37 42 40 46 49 39 33 44 34
Profit before tax 145 22 300 48 149 586 365 697 230 670 63 803 42 14 11 .3 299 705 519 855 4l7 972 496 1040
Estimated tax 52 139 98 44 44 174 111 208 68 198 140 251 13 04 34 107 94 213 165 273 133 300 155 313
Profit for the period 93 283 201 204 105 412 255 489 162 471 323 552 30 10 77 235 205 492 354 582 285 672 341 727
Q117 Q217 Q317 Q417 Q18 Q218 Q318 Q418 Q119 Q219 Q319 Q419 Q120 Q220 Q320 Q420 Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422
Sales growth 2% 18% 1% 9% 9% 29% 40% 3% 26% 12% 2% 12% A% 2% 2%  -24% 4% 4%  38%  35%  35%  38%  20%  26%
EBIT growth (adjusted) 60% 31% 11% 5% % 0% 24% 57% 62% 14% 32% 1% T5% 9%  71%  -54%  435% 1188% 201%  138%  34%  35% 4%  19%
EBITDA margin 6% 13% 12% 13% 6% 15% 10% 15% 1% 17% 14% 19% % 5% T 1% 10%  18%  14%  21%  12%  22% 1%  24%
EBIT-margin % 8% 5% 8% % 1% % 13% 5% 12% % 15% % 1% 36 1% 6%  13%  10%  16% 8%  18%  10%  19%

Source: BTS, EPB
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Disclosure

This publication (“the Publication”) has been prepared by Erik Penser Bank AB (“the Bank”) for information purposes and for general distribution, and is not
intended to be advisory. The Bank is authorised to conduct banking and securities business and is regulated by Finansinspektionen (the Swedish Financial
Supervisory Authority). The contents of the Publication were based on information from publicly available sources that the Bank believes to be reliable.
The Bank can, however, never guarantee the accuracy or completeness of the information contained in the Publication or of any forecasts and
recommendations provided.

As an aspect of preparing the Publication, the analysed company (“the Company”) has verified the factual content of the Publication. The Company is,
however, never able to influence the parts of the Publication that present conclusions or valuations.

Views provided in the Publication represent the analyst’s own views at the time the Publication was prepared and these views may change. The Bank
provides no assurance that future events will be consistent with the views expressed in the Publication. The information provided in the Publication should
not be construed as advice or solicitation to execute transactions. Nor is the information directed at the individual recipient’s knowledge about and
experience with investments or the recipient’s financial situation or investment objectives. The Publication thus does not constitute investment advice and
should not be construed as such. This means that investment decisions based on the Publication are always made independently by the investor and the
Bank thus disclaims any and all liability for any loss or direct or indirect injury arising from the use of this Publication. Investments in financial instruments
are associated with financial risk, as they may both increase or decrease in value. Past performance of an investment is not a guarantee of future
performance.

Fair value and risk

The fair value reflects the value of the share on the date the research was published within a range of approximately 5-10%. The Bank uses several
different valuation models to value financial instruments including but not limited to discounted cash flow models, multiple valuation and sum-of-the-parts
estimates.

The valuation method and approach used to determine fair value are specified in the analysis and may vary from one company to the next. Material
assumptions used in the valuation are based on market data available at any given time and upon a scenario for a company’s future performance that we
believe to be reasonable. The valuation method should be read together with the risk classification. Regarding risk classification: The share is classified
according to a High/Medium/Low scale, based on several known metrics that are relevant to the Company. A general guideline for a “low risk”
classification is that the Company has positive cash flow and that no individual factor affects revenues by more than 20%. A corresponding general
description of “high risk” is that the Company has not achieved positive cash flow or that an individual factor affects revenues by more than 50%.

For more detailed information about valuation models, click here.

General

The Publication shall not be duplicated or distributed without the Bank’s consent. The Publication shall not be distributed or made available to any natural
or legal person in the United States of America (except as provided in Rule 15a — 16, Securities Exchange Act of 1934), Canada or any other country in
which distribution and availability of the contents of the Publication are restricted by law.

The Bank’s Research Department is governed by organisational and administrative rules established to deter and prevent conflicts of interest and to assure
the objectivity and independence of analysts. In order to deter conflicts of interest, the Bank has taken actions including preventing unauthorised spread of
information, also known as “Chinese Walls”. The Research Department is thus physically segregated from the Corporate Finance Department, which is also
not allowed to participate in producing a publication or to express views regarding a publication. The Bank also has internal rules designed to manage any
conflicts of interest among the analyst, the Company and the Bank.

It may, however, occur from time to time that the Bank performs services for a company that is mentioned in a Publication. The Bank may, for example, act
as an adviser to or issuing institution for the Company or as a liquidity provider for a security issued by the Company. This is disclosed in the Publication if
applicable. The Bank, its owners, directors, or employees may own shares in the analysed company. The Bank has, however, established internal
restrictions concerning employee trading in financial instruments that are the subject of analysis and has designed internal rules for employees’ personal
transactions that apply to analysts. All employees of the Bank are required to report all holdings of securities and all transactions. The analyst that
prepared the Publication and other contributors who have knowledge of the conclusions of the analysis are not allowed to trade on their own account in
the relevant financial instrument or related financial instruments.

The Bank pays salary to the analyst which may also consist of a share in the Bank’s profits but is never dependent upon the financial performance of
another department.

The research presented in the Publication has been performed in accordance with the terms and conditions of the “Penser Access” service that the Bank
provides to the Company. Click here for more information about the service.

Unless otherwise expressly stated in the Publication, the analysis will be updated quarterly and whenever the Bank’s Research Department finds it
necessary due to, for example, material changes in market conditions or events related to the analysed company or financial instrument.

The Bank is remunerated by the Company for the Penser Access service.

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

BTS Group — 14 November 2022 10 Erik Penser Bank


https://docs.penser.se/a/3099/Varderingsmodell_och_multiplar_ENG.pdf
https://epaccess.penser.se/
http://www.penser.se/

