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BTS Group

FX tailwind continued in the quarter

Turnover slightly stronger than estimated

Turnover for the quarter was SEK 725m versus our estimate of SEK 723m. Adjusted for FX, growth was 11%, while
total growth reached 27%. EBITA came in at SEK 114m, corresponding to a margin of 14%. This figure was slightly
below our SEK 122m estimate. The deviation stemmed from a slightly lower margin from the BTS North America
segment. BTS North America did show a solid recovery from Q3, though, with FX-adjusted growth of 17% y/y and
15% g/q. The company guides for a better 2023 than 2022.

Strong history justifies premium valuation

Since its IPO in 2001, BTS has seen average currency-adjusted growth of 13%, while EBITA has grown by 16% over
the same period. Given its status as the leader in a fragmented market, we expect this growth to continue. Over the
past two years, the margin has improved versus the historical average, leading to an increase in return on equity.
Given its strong past, we consider DCF the best valuation method for the company.

Marginal estimate changes

Owing to the greater uncertainty in the economy, we lower our revenue estimates by an average of 2% for the
coming years. We believe the company will continue to be helped by positive currency tailwinds during H1 2023,
supporting our growth estimate for the current year. Despite reducing our estimates, we maintain our fair value of
SEK 425-430. We see potential acquisitions as a share price trigger for the company.

Change in estimates Forecast (SEK m) Value and risk
23e 24e 25e

2022 2023e  2024e  2025e Fair value SEK 425 - 435
Total revenue -1,2% -2,7% 0,0% Total revenue 2530 2 888 3272 3567 Share price SEK 312
EBITDA, adj. -1,2%  -2,7% 0,0% Revenue growth 29% 14% 13% 9% Risk level Low
EPS, adj. -1,7%  -0,9% 0,0% EBITDA, adj. 420 491 556 628
ear . o0 s s sos
Q1 - report 12 May 2023 EPS, adj. 10,3 13,7 14,8 17,7 =
Q2 - report 18 August 2023  EPS growth, adj. 21% 33% 8% 20%
Dividend per share 5,7 7,0 8,4 9,1 :ﬂj N\q
Company facts (SEK m) EBIT margin 12,0%  12,7% 13,3%  143% . \
Number of shares 19m  ROE, adj. 18,1% 20,5%  19,8%  21,3% = *u' v WM
Market capitalization 6403 ROCE, adj. 27,6% 28,4% 30,2% 31,6% = W
Net debt (356)  Ev/sales 2,0x 2,1x 1,8x 1,7x R SSE;Qu\rv‘ LN 5
BV 6047 Ev/EBITDA 12,06 12,3x  10,9x 9,6x
Free float 81% Ev/eBIT 167x  165x 139 11,9
Daily trading volume, average 3k p/E, adj. 28,4x 24,2x 22,4x 18,7x Yes No
Bloomberg Ticker BTSBSSEQUITY  piyidend yield 2,0%  21%  25%  28% (iquidity provider v
FCF yield 2% 5% 4% 5%  Certified adviser v
Net debt / EBITDA -1,4x -1,6x -1,7x -1,8X  Transactions 12m v
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Investment case

BTS's strategy involves interactive learning, used to train managers and entire organisations in the most concrete and personal
way possible. It is currently the market leader in this niche, with a share of around 1% of this some USD 30bn market. The
company aims to reach 20% annual growth on a 17% EBITA margin. It targets this through both organic growth and via
acquisitions. Over the past ten years, BTS has achieved growth in annual currency-adjusted sales and EBITA averaging 10%,
largely through organic growth. We believe this growth can, hand in hand with the company trimming and streamlining, lead
to ongoing margin expansion. Since its foundation, BTS has built a robust recurring customer base with more than 40 of the
world's largest companies as clients. 80% of revenues come from customers who have previously used BTS. This has made
the company resilient to downturns in the past.

Company profile

BTS develops and packages its customers' strategies and helps to implement these through simulations and training. It
differentiates itself from large management consultancy firms by being more niche-oriented in implementing and executing
strategies for its clients.

One company, four revenue streams

The company has four revenue streams: Programs, Development, Licenses, and Other revenue. Programs accounts for the
majority of revenues at around 65%. This is, however, not a risk, in our view, since this is its signature business in the market.
Moreover, as this is its most expensive service, it makes sense that it accounts for the majority of revenues. The revenue
model is fixed price with variable components in the form of annual indexation and fees depending on the number of
participants. The company's most profitable revenue stream is Licenses, accounting for just over 11% of sales. Here, we
believe acquisitions could increase the share of total sales. Together, Development and Other revenue account for 24% of net
sales.

Valuation

Thanks to its financial stability and its double-digit growth and margin delivery over time, we believe the share has more to
offer and is still worth owning for the long term. Our DCF model suggests a value range of SEK 425-430. We see further upside
through potential acquisitions.
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The quarter in detail

BTS North America: Turnover for the quarter amounted to SEK 353m, representing FX-adjusted growth of 17%. Full-year
turnover was SEK 1,254m, implying 12% FX-adjusted growth. In Q4, EBITA reached SEK 50m, suggesting a margin of 14.2%.
For the full year, EBITA came in at SEK 170.2m and a margin of 13.6%. Initiatives were launched during Q4 to strengthen the
profitability of the segment.

BTS Europe: Turnover for Q4 was SEK 140m, or FX-adjusted growth of 18%. Full-year turnover was SEK 459m, which meant
FX-adjusted growth at 25%. Q4 EBITA was SEK 27.7m, implying a margin of 19.8%. This solid profitability stemmed from good
price discipline and efficient use of resources.

BTS Other Markets: Turnover for the quarter came in at SEK 195m, representing FX-adjusted growth of 7%. For the full year,
it reached SKE 661m, suggesting 23% FX-adjusted growth. EBITA was 35.4m in Q4, with a margin of 18.1%. Full-year EBITA
was 86.7m, with a margin of 13.1%.

APG: Q4 turnover came in at SEK 36m, suggesting FX-adjusted growth of -26%. For the full year, it was SEK 156m, representing
FX-adjusted growth of 10%.

Solid growth in all quarters... ...while we see a recovery in margins
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Estimate changes

We make only slight estimate changes for the coming years. We expect organic growth to slow during our forecast period,
but for the company to be helped in the short term by tailwinds thanks to favourable FX.
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Valuation

Given BTS's history of robust organic growth and low margin volatility, we consider DCF the best valuation approach. Our DCF

model suggests a fair value of SEK 425-430.

DCF - GROWING FCF PERPETUITY FORMULA

Valuation output

Sum of PV of FCF (explicit period) 3527
PV of terminal value (perpetuity formula) 4352
Enterprise value 7878
Latest net debt -356,00
Minority interests & other

Equity value 8234
No. of shares outstanding (millions) 19
Equity value per share (SEK) 425
Implicit multipl. 2021 2022 2023
EV/Sales 41 31 27
EV/EBITDA 19,3 18,7 16,0
EV/EBIT 259 259 21,5
EV/NOPLAT 332 333 275
P/E

ROIC/WACC

Current Share price 320

WACC assumptions

Risk free nominal rate

Risk premium

Extra risk premium

Beta

Cost of equity

Cost of debt (pre-tax)
Taxrate

Target debt/(debt + equity)
WACC

Terminal value assumptions

Long term growth rate
Long term EBIT margin
Depreciation (% of sales)
Capex (% of sales)
Working cap. (% of sales)
Taxrate

2,5%
5,0%
0,5%

10
8,0%
3,0%
22%

0%
8,0%

2,0%

15,0%

5.0%
5,0%
3,5%
22%

Sensitivity analysis

WACC

WACC

7,0%
7,5%

8,5%
9,0%

7,0%
7.5%
8,0%
8,5%
9,0%

Long-term growth rate

1,0% 1,5% 2,0% 2,5% 3,0%
446 475 508 549 601
412 436 463 496 536
383 403 425 452 483
358 374 393 415 441
336 350 366 384 405

Long-term EBIT margin
10,0% 12,5% 15,0% 17,5% 20,0%
384 446 508 570 633
353 408 463 518 572
328 376 425 474 522
306 349 393 437 480
287 326 366 405 444

2023-02-22 Dec-19
DCF (SEKm) 2019
Sales 1865 1464 1917 2530 2888 3272 3567 3850 4112 4347 4569 4773 4957 5118 5252 5357
EBITDA 311 155 408 420 491 556 628 556 747 801 854 905 953 997 1037 1071
- Depreciation -86 -91 -104 -117 -124 -120 -120 -132 -144 -155 -173 -193 -212 -231 -250 -268
=EBIT 226 65 305 304 367 436 508 557 603 647 681 712 741 766 787 804
- Tax on EBIT -50 -14 -67 -67 -81 -96 -112 -122 -133 -142 -150 -157 -163 -168 -173 -177
=NOPLAT 176 50 238 237 286 340 397 434 471 505 531 555 578 597 614 627
+ Depreciation 86 91 104 117 124 120 120 132 144 155 173 193 212 231 250 268
= Gross cash flow 262 141 341 354 410 460 517 566 614 659 704 748 790 828 864 895
- Capex -18 -19 0 -20 -19 -61 -50 -69 -90 -112 -136 -162 -188 -215 -241 -268
- Increase (+decrease) in WC -18 143 5 -152 -17 -88 -68 -9 -8 -7 -7 -6 6 -5 -4 -28
= Free cash flow from operations 226 265 337 182 374 311 399 489 516 540 561 580 596 609 618 599
PV of cash flow 370 185 352 271 322 365 357 346 333 319 303 287 270 4352
% of Enterprise value 5% 2% 4% 3% 4% 5% 5% 4% 4% 4% 4% 4% 3% 55%
Accumulated % of Enterprise value 5% 7% 12% 15% 19% 24% 28% 33% 37% 41% 45% 48% 52% 107%
Source: EPB
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Income statement

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
Net sales 1243 1598 1865 1464 1917 2530 2888 3272 3567
Other operating income 0 0 0 0 49 0 0 0 0
Total revenus 1243 1598 1865 1464 1966 2530 2888 3272 3567
Gross profit 1243 1598 1865 1464 1966 2530 2888 3272 3567
Other Operating Expenses -1092 -1384 -1554 -1309 -1557 -2110 -2397 -2715 -2939
EBITDA 151 214 311 155 408 420 491 556 628
EBITDA, adjusted 151 214 311 155 408 420 491 556 628
Depreciation -9 -12 -66 -65 -71 -72 -80 -75 -75
EBITA, adjusted 142 202 245 920 337 349 411 481 553
Amortization -10 -18 -20 -26 -33 -45 -44 -45 -45
EBIT 132 183 226 65 305 304 367 436 508
EBIT, adjusted 132 183 226 65 255 304 367 436 508
Net Financial Items -1 -4 -9 -14 -16 -14 -18 -22 -18
Profit before tax 131 180 216 51 289 290 349 414 490
Profit before tax, adjusted 131 180 216 51 239 290 349 414 490
Taxes -33 -54 -66 -16 -75 -91 -84 -128 -147
Net income 98 126 151 35 214 199 265 286 343
Net income, adjusted 98 126 151 35 164 199 265 286 343
Sales Growth - 29% 17% -22% 34% 29% 14% 13% 9%
Gross Margin 100,0% 100,0% 100,0% 100,0% >100% 100,0% 100,0% 100,0% 100,0%
EBIT Margin, Adjusted 10,7%  11,5% 12,1% 4,4% 13,3%  12,0% 12,7%  13,3% 14,3%
EPS, Adjusted 5,20 6,63 7,80 1,82 8,48 10,3 13,7 14,8 17,7
EPS Growth, Adjusted - 28% 18% -77%  >100% 21% 33% 8% 20%

Source: BTS Group, EPB

Cash flow statement

2017 2018 2019 2020 2021 2022 2023e 2024e 2025e
EBIT 132 183 226 65 305 304 367 436 508
Other Cash flow Items -33 -23 10 35 12 48 22 -30 -45
Changes in working capital -1 -2 -18 143 -5 -152 -17 -88 -68
Cash flow from operating activities 98 158 217 242 312 200 372 318 395
Investments in Fixed Assets -18 -19 - -12 -12 -61 -50 -50 -50
Investments in intangible fixed assets 0 0 - -8 -7 0 0 0 0
Other Cash flow from investments -63 -18 -38 -127 -163 -15 0 0 0
Cash Flow From Investments -80 -37 -38 -148 -182 -76 -50 -50 -50
Free cash flow 18 121 180 95 130 124 322 268 345
New share issue / repurchase - 6 23 - - - - - -
Change in liabilities 101 -23 - 328 -79 -116 0 0 0
Dividends -47 -53 -69 -69 -23 -93 -110 -135 -162
Other items 0 0 -86 -46 -58 0 0 0 0
Cash flow from financing 55 -71 -132 213 -161 -209 -110 -135 -162
Cash flow 73 50 47 307 -30 -84 211 133 183
Net debt -200 -262 -316 -591 -594 -577 -788 -921  -1104
Source: BTS Group, EPB
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Balance sheet

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
ASSETS
Goodwill 421 455 536 549 830 909 865 820 775
Other intangible assets 87 72 82 75 115 121 121 121 121
Tangible fixed assets 34 39 220 185 180 186 156 131 106
Financial assets 8 15 13 17 22 28 28 28 28
Total fixed assets 550 581 851 826 1147 1244 1170 1100 1030
Accounts receivable 335 512 514 409 557 723 809 916 999
Other current assets 141 172 187 134 194 215 215 215 215
Cash and cash equivalents 200 262 316 591 594 577 788 921 1104
Total current assets 676 947 1018 1134 1345 1515 1812 2052 2318
TOTAL ASSETS 1226 1528 1869 1960 2492 2758 2981 3151 3347
EQUITY AND LIABILITIES
Equity 581 704 840 710 983 1213 1367 1518 1700
Total equity 581 704 840 710 983 1213 1367 1518 1700
Other long-term liabilities 305 284 364 431 543 543 543 543 543
Total long-term liabilities 305 284 364 431 543 543 543 543 543
Other current liabilities 341 540 665 820 966 1003 1071 1091 1105
Total current liabilities 341 540 665 820 966 1003 1071 1091 1105
TOTAL EQUITY AND LIABILITIES 1226 1528 1869 1960 2492 2758 2981 3151 3347

Source: BTS Group, EPB

Growth and margins

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
Revenue growth - 29% 17% -22% 34% 29% 14% 13% 9%
EBITDA growth, adjusted - 42% 45% -50% >100% 3% 17% 13% 13%
EBIT growth, adjusted - 39% 23% -71%  >100% 19% 21% 19% 17%
EPS growth, adjusted - 28% 18% -77%  >100% 21% 33% 8% 20%
Gross margin 100,0% 100,0% 100,0% 100,0% >100% 100,0% 100,0% 100,0% 100,0%
EBITDA margin 12,1%  13,4% 16,7% 10,6% 21,3% 16,6% 17,0% 17,0% 17,6%
EBITDA margin, adjusted 12,1% 13,4% 16,7% 10,6% 21,3% 16,6% 17,0% 17,0% 17,6%
EBIT margin 10,7% 11,5% 12,1% 4,4% 15,9% 12,0% 12,7% 13,3% 14,3%
EBIT margin, adjusted 10,7%  11,5%  12,1% 4,4% 13,3%  12,0% 12,7%  13,3% 14,3%
Profit margin, adjusted 7,9% 7,9% 8,1% 2,4% 8,6% 7,9% 9,2% 8,7% 9,6%

Source: BTS Group, EPB

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
ROE, adjusted Neg. 20% 20% 5% 19% 18% 21% 20% 21%
ROCE, adjusted Neg. 29% 29% 8% 30% 28% 28% 30% 32%
ROIC, adjusted Neg. 45% 47% 20%  >100% 59% 60% 74% 85%
Source: BTS Group, EPB
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Capital efficiency

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
Accounts receivable / total revenue 27% 32% 28% 28% 28% 29% 28% 28% 28%
Total short-term liabilities / total cost 31% 39% 43% 63% 62% 48% 45% 40% 38%
Working capital / total revenue 11% 9% 2% -19% -11% -3% -2% 1% 3%
Capital turnover rate 2,1x 2,3x 2,2x 2,1x 2,0x 2,1x 2,1x 2,2x 2,1x

Source: BTS Group, EPB

Financial position

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
Net debt -200 -262 -316 -501 -594 -577 -788 -921 -1104
Equity ratio 47% 46% 45% 36% 39% 44% 46% 48% 51%
Net debt / EBITDA -1,3x -1,2x -1,0x -3,8x -1,5x -1,4x -1,6x -1,7x -1,8x

Source: BTS Group, EPB

Per share data

2017 2018 2019 2020 2021 2022 2023e 2024e 2025e
EPS 5,20 6,63 7,80 1,82 11,0 10,3 13,7 14,8 17,7
EPS, adjusted 5,20 6,63 7,80 1,82 8,48 10,3 13,7 14,8 17,7
FCF per share 0,95 6,36 9,29 4,90 6,72 6,42 16,6 13,8 17,8
Dividend per share 2,80 3,60 3,60 1,20 4,80 5,70 6,97 8,36 9,10
Number of shares after dilution, average 18,9 19,0 19,3 19,3 19,4 19,4 19,4 19,4 19,4

Source: BTS Group, EPB

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
P/E, adjusted 18,0x 19,1x 30,5x  119,0x 47,5x 28,4x 24,2x 22,4x 18,7x
P/BV Neg. Neg. Neg. Neg. Neg. Neg. Neg. Neg. Neg.
P/FCF 98,0x 20,0x 25,6x 44,3x 60,0x 45,3x 19,9x 23,9x 18,5x
FCF-yield 1% 5% 4% 2% 2% 2% 5% 4% 5%
Dividend yield 3,0% 2,8% 1,5% 0,6% 1,2% 2,0% 2,1% 2,5% 2,8%
Payout ratio, adjusted 53,8% 54,3%  46,2% 65,8% 56,6% 55,6% 51,0% 56,7%  51,4%
EV/Sales 1,3x 1,3x 2,3x 2,5x 3,7x 2,0x 2,1x 1,8x 1,7x
EV/EBITDA, adjusted 10,4x 10,1x 13,8x 23,2x 17,7x 12,0x 12,3x 10,9x 9,6x
EV/EBIT, adjusted 11,8x 11,7x 19,0x 55,7x 28,3x 16,7x 16,5x 13,9x 11,9x
EV 1566 2153 4281 3600 7213 5061 6 047 6 047 6 047
Share price, year end 93,5 127 238 217 403 291 331 331 331
Source: BTS Group, EPB
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Share Price and Fair Value Chart
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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
invest-ments 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 invest-ment 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 guaran-tee 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 finan-cial 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 descrip-tion 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 Publica-tion 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 estab-lished 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 prevent-ing unauthorised spread of
information, also known as “Chinese Walls”. The Research Depart-ment 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 institu-tion 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 employ-ees 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
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