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BTS Group

Implementing measures to strengthen profitability

Diminishing profitability in the quarter

Net sales came in at SEK 633m in the quarter, down 1% when adjusted for currencies. All geographical segments
showed FX-adjusted results around zero, suggesting that the uncertainty in the North American market that started
in late 2022 has spread globally. EBITA was down 19% y/y to SEK 53m, with a margin of 8.4%. The decline was partly
the result of extraordinary costs of SEK 1.2m stemming from the closure of a local office in Spain in order to reduce
the cost base.

Ambitious guidance for current year

We leave our estimate for turnover unchanged for this year as we have previously anticipated a slowdown in H2. We
lower our EPS estimate for this year by 6.9% though. In our view, the maintained guidance is ambitious given the
market situation, with a record quarter required for the company to reach this. Considering the Q3 margin
development, we take a cautious stance. We lower our 2024-2025 EPS estimates by an average of 8.5% as we have
a conservative view of the margin improvements from the efficiency measures taken during 2023.

Still positive on the share

Based on our recent estimate changes, we adjust our fair value marginally to SEK 340-360 (370-380). We believe
BTS has a long history of delivering solid profit growth and we expect it to navigate the current market turbulence
with higher margins than historically thanks to its efficiency measures, but we are cautious about the effect of these
improvements on our estimates until we see a change for the better. In conclusion, we believe the current valuation
and share price represent a good entry point given that BTS tends to come our stronger from periods of uncertainty.
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Investment case

BTS is the market leader in simulation and implementation of business strategies. Since its listing in 2001, the company has
increased its currency-adjusted turnover by some 13% a year and its EBITA annually by 16%. This outstrips the management
consulting industry as a whole at 6-8% over the same period. We believe this is explained by three facets:

1) BTS has built a loyal client base over the years, with some 80% of revenues now stemming from previous customers. This
has led the company to successful and maintained growth in profitability even in turbulent times, distinguishing BTS from
other listed consulting firms.

2) It has succeeded when complementing its business with acquisitions.

3) Historically, it has shown especially high employee satisfaction —thanks to an entrepreneurial, results-oriented, and robust
culture of engagement —and this is an essential element in sustaining high growth.

Company profile

BTS, a consultancy firm within strategy implementation, has, since its IPO in 2001, shown an impressive performance in both
turnover and profits. The company's principal product is training programmes (63% of 2022 turnover). These programmes
simulate strategies and decision-making for much of an organisation. One example is a project that a software industry client
rolled out in Q4 2022, allowing 30,000 salespeople to participate in a simulation programme. During the pandemic, BTS was
able to reorganise its deliveries from a focus on physical products to virtual and digital services, confirming the company's
strong culture and its ability to adapt. Beyond its high organic growth, BTS has also proven its ability to implement change.

Over the past ten years, BTS has reported ROE of 17% on average — among the highest of the consultancy firms we have
looked at listed on the Stockholm stock exchange. In addition to having one of the highest ROEs among the companies we
cover, it also boasts the lowest volatility in ROE, which we believe justifies a premium over other Swedish consulting
companies. We believe its low ROE volatility can be attributed to its services being sought-after in most economic climates
and as it relies on repeat customers that, in times of crisis, invest in simulations and implementation of new strategies.

BTS is a global company with some 1,200 employees. Its key market is North America, accounting for around 50% of turnover
in 2022. Europe accounts for 18% of turnover. Other markets represent 26%. This global presence is a consequence of the
smaller acquisitions BTS has carried out in the years before its IPO. We believe its geographical coverage also contributes to
the low volatility in its turnover and profits.

Valuation
Given the stable cash flows in BTS, we have chosen to value the share using a DCF model. Our DCF model suggests a valuation

of SEK 340-360 (370-380). We consider the key share price triggers will be new, smaller acquisitions that bolster organic
growth and that the launched programmes start to have a positive impact on margins.
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The quarter in detail

BTS North America: Net sales in the quarter came in at SEK 315m, implying FX-adjusted growth of 0%. During Q3, the company
has started to see increased activity in the US tech sector — where the downturn began. EBITA reached SEK 28m in the quarter,
with a margin of 8.9%. The effects of the cost savings announced in Q1 started to show during Q3, and we expect the full
impact in Q4. BTS indicates that EBITA will strengthen in Q4 thanks to increased sales and the efficiency measures.

BTS Europe: Net sales were SEK 104m in the quarter, representing FX-adjusted growth of -4%. EBITA came in at SEK 2.9m,
with the margin at 2.8%. The weak growth in Europe can be attributed to projects having been cancelled or postponed. The
low margin is the result of a change in the services mix and temporarily elevated personnel costs. BTS expects the European
market to remain challenging during Q4, but that improved staff deployment and the efficiency measures will start to take
effect in the quarter.

BTS Other Markets: Net sales came in at SEK 176m, suggesting FX-adjusted growth of 3%. EBITA was SEK 20.4m, with a margin
of 11.6%. Margins in Q3 were impacted by extraordinary costs associated with the efficiency initiatives. We believe it likely
BTS will be able to deliver on its guidance for both improved growth and profitability in this segment in Q4.

APG: Net sales in the quarter were SEK 39m, suggesting FX-adjusted growth of -10%. EBITA came in at SEK 1.1m, with a margin
of 2.5%.

Overall, we see challenges across BTS's markets, and we thus take a conservative stance on how the year will end.

Market conditions remain challenging... ...leaving us cautious on profitability assumptions for Q4...
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Valuation

Low volatility in ROE compared to swedsih peers... ...and higher absolute levels than international peers

ROE LTM

30% ROE LTM
30%
25%
25%
20%
20%
15%
15%
10%
10%
5%
5%
0% 0%
N-13  N-14 N-15 N-16 N-17 N-18 N-19 N-20 N-21 N-22 §
N-13 N-14 N-15 N-16 N-17 N-18 N-19 N-20 N-221 N-=22
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BTS Group Average NNIT Average AFRY Average SWECO BTS Snitt Korn Ferry = Snitt Heidrick & Struggles Snitt Capgemini
Source: Factset Source: Factset
Valuation MCAP EV EV / Sales EV / EBITDA EV / EBIT Price / Earnings
(sek) (sek) LT™M 2024 2025 LT™M 2024 2025 LT™M 2024 2025 LT™M 2024 2025
Mind Gym 552 495 0,66x 0,65x - 6,82 6,59 - 11,7x 17,6x - nm 30,1x -
Korn Ferry 27 005 26 688 0,83x 0,83x 0,77x 5,53 5,79 5,26 6,7x 7,1x 6,4x 13,4x 10,6x 8,9x
Heidrick & Struggles Intl 5479 2 685 0,23x 0,22x 0,21x 1,59 1,96 1,81 1,9x 2,9x - 9,0x 8,0x 6,9x
Accenture 2117 842 2061 616 2,86x 2,76x 2,59x 16,05 14,58 13,42 18,3x 17,8x 16,4x 27,9x 24,6x 22,8x
Capgemini 344 193 389 695 1,45x 1,37x 1,30x 9,27 8,56 7,91 11,6x 10,4x 9,4x 17,1x 13,7x 12,3x
Nordic Peers
Knowit AB 3925 5071 0,70x 0,69x 0,67x 7,18 6,55 5,86 14,3x 11,7x 9,6x nm 12,8x 9,7x
NNIT A/S 3177 4360 1,86x 1,43x 1,25x 58,27 9,95 7,36 - 12,0x 8,5x - 10,7x 7,6x
"Netcompany Group 17 874 21 360 2,28x 1,95x 1,75x 12,31 11,34 9,64 17,1x 14,6x 12,0x 20,4x 16,4x 13,3x
Sweco AB Class B 37 134 43 444 1,58x 1,42x 1,35x 11,62 12,52 11,62 17,6x 14,9x 13,7x 20,9x 17,0x 15,9x
Bouvet ASA 5623 5475 1,65x 1,43x 1,30x 11,07 10,20 9,46 13,3x 12,6x 11,5x 17,3x 16,8x 15,3x
AFRY AB Class B 13 239 18 201 0,69x 0,65x 0,62x 6,56 6,30 577 9,9x 9,1x 8,0x 11,2x 9,6x 8,4x
BTS Group AB Class B 4 960 4847 1,85x 1,57x 1,44x 12,00 9,56 8,43 17,0x 12,5x 10,7x 26,7x 18,3x 15,4x
Mean 1,39 1,25x 1,21x 13,19 8,66 7,87 12,7x 11,9x 10,6x 18,2x 15,7x 12,4x
Median 1,51x 1,40x 1,30x 10,17 9,06 7,91 13,3x 12,2x 10,1x 17,3x 15,1x 12,3x
VS BTS 22% 13% 10% 18% 6% 7% 27% 2% 5% 55% 21% 26%
Source: Factset
DCF
Valuation output WACC assumptions Terminal value assumptions
Sum of PV of FCF (explicit period) 3014 Risk free nominal rate 2,5% Long term growth rate 2,0%
PV of terminal value (perpetuity formula) 5452 Risk premium 5,5% Long term EBIT margin 14,2%
Enterprise value 8466 Small cap premium 0,0% Depreciation (% of sales) 5,0%
Latest net debt -112 Extra risk premium 1% Capex (% of sales) 4,5%
Minority interests & other 0 Cost of equity 8,5% Working cap. (% of sales) 3,5%
Equity value 8578 Tax rate 22%
No. of shares outstanding (millions) 19
Equity value per share 443
Sensitivity analysis
Long-term growth rate Long-term EBIT margin
10%  15% 25%  3,0% 120%  13,0% 150%  16,0%
7,5% 463 495 578 633 7,5% 485 509 539 558 582
8,0% 424 451 518 562 8,0% 439 460 487 504 525
WACC 391 413 469 504 WACC 400 420 443 458 478
9,0% 362 380 427 456 9,0% 367 385 406 419 437
9,5% 336 352 392 416 9,5% 339 355 374 386 402
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 2699 2941 3267
Other operating income 0 0 0 0 49 0 0 0 0
Total revenues 1243 1598 1865 1464 1966 2530 2699 2941 3267
Gross profits 1243 1598 1865 1464 1966 2530 2699 2941 3267
Other operating costs -1092 -1384 -1554 -1309 -1557 -2110 -2305 -2479 -2748
EBITDA 151 214 311 155 408 420 394 462 519
EBITDA, adjusted 151 214 311 155 408 420 394 462 519
Depreciation -9 -12 -66 -65 -71 -72 -73 -75 -75
EBITA, adjusted 142 202 245 920 337 349 321 387 444
Amortisation -10 -18 -20 -26 -33 -46 -52 -45 -45
EBIT 132 183 226 65 305 303 269 342 399
EBIT, adjusted 132 183 226 65 255 303 269 342 399
Net financial items -1 -4 -9 -14 -16 -14 -17 -22 -18
Profit/loss before tax 131 180 216 51 289 289 252 320 381
Profit/loss before tax, adjusted 131 180 216 51 239 289 252 320 381
Total taxes -33 -54 -66 -16 -74 -91 -66 -99 -114
Net income 98 126 151 35 215 198 185 221 267
Net income, adjusted 98 126 151 35 165 198 185 221 267
Revenue growth - 29% 17% -22% 34% 29% 7% 9% 11%
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% 10,0%  11,6% 12,2%
EPS, adjusted 5,20 6,63 7,80 1,82 8,53 10,2 9,57 11,4 13,8
EPS growth, adjusted - 28% 18% -77%  >100% 20% -6% 19% 21%

Source: BTS Group, EPB

Cash flow analysis

2017 2018 2019 2020 2021 2022 2023e 2024e 2025e
EBIT 132 183 226 65 305 303 269 342 399
Other cash flow items -33 -23 10 35 12 48 42 -1 -12
Changes in working capital -1 -2 -18 143 -5 -152 -163 -72 -32
Cash flows from operating activities 98 158 217 242 312 199 148 268 354
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 flows from investment activities -80 -37 -38 -148 -182 -76 -50 -50 -50
Free cash flows 18 121 180 95 130 123 98 218 304
Rights issues / buybacks - 6 23 - - - - - -
Changes in liabilities 101 -23 - 328 -79 -116 0 0 0
Dividends -47 -53 -69 -69 -23 -93 -105 -107 -126
Other items 0 0 -86 -46 -58 0 0 0 0
Cash flows from financing activities 55 -71 -132 213 -161 -209 -105 -107 -126
Cash flows 73 50 47 307 -30 -85 -6 112 178
Net debt -200 -262 -316 -591 -594 -577 -571 -682 -862
Source: BTS Group, EPB
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Balance sheet

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
ASSETS
Goodwill 421 455 536 549 830 909 857 812 766
Other intangible assets 87 72 82 75 115 121 121 121 121
Tangible fixed assets 34 39 220 185 180 186 163 138 113
Financial fixed assets 8 15 13 17 22 28 28 28 28
Total fixed assets 550 581 851 826 1147 1244 1168 1098 1027
Trade receivables 335 512 514 409 557 723 945 1029 1078
Other current assets 141 172 187 134 194 215 215 215 215
Cash and cash equivalents and short-term investments 200 262 316 591 594 577 571 682 862
Total current assets 676 947 1018 1134 1345 1515 1730 1927 2154
TOTAL ASSETS 1226 1528 1869 1960 2492 2758 2898 3025 3182
EQUITY AND LIABILITIES
Equity 581 704 840 710 983 1213 1294 1408 1549
Total equity 581 704 840 710 983 1213 1294 1408 1549
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 1062 1074 1090
Total current liabilities 341 540 665 820 966 1003 1062 1074 1090
TOTAL EQUITY AND LIABILITIES 1226 1528 1869 1960 2492 2758 2898 3025 3182

Source: BTS Group, EPB

Growth and margins

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
Revenue growth - 29% 17% -22% 34% 29% 7% 9% 11%
EBITDA growth, adjusted - 42% 45% -50% >100% 3% -6% 17% 12%
EBIT growth, adjusted - 39% 23% -71%  >100% 19% -11% 27% 17%
EPS growth, adjusted - 28% 18% -77%  >100% 20% -6% 19% 21%
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%  14,6%  15,7% 15,9%
EBITDA margin, adjusted 12,1%  13,4% 16,7% 10,6% 21,3%  16,6%  14,6%  15,7% 15,9%
EBIT margin 10,7% 11,5% 12,1% 4,4% 15,9% 12,0% 10,0% 11,6% 12,2%
EBIT margin, adjusted 10,7%  11,5%  12,1% 4,4% 13,3%  12,0% 10,0%  11,6% 12,2%
Profit margin, adjusted 7,9% 7,9% 8,1% 2,4% 8,6% 7,8% 6,9% 7,5% 8,2%

Source: BTS Group, EPB

Profitability

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
ROE, adjusted Neg. 20% 20% 5% 20% 18% 15% 16% 18%
ROCE, adjusted Neg. 29% 29% 8% 30% 28% 21% 25% 27%
ROIC, adjusted Neg. 45% 47% 20%  >100% 59% 40% 47% 56%
Source: BTS Group, EPB
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Capital efficiency

2017 2018 2019 2020 2021 2022 2023e  2024e  2025e
Trade receivables / total revenues 27% 32% 28% 28% 28% 29% 35% 35% 33%
Total current liabilities / total expenses 31% 39% 43% 63% 62% 48% 46% 43% 40%
Working capital / total revenues 11% 9% 2% -19% -11% -3% 4% 6% 6%
Capital turnover rate 2,1x 2,3x 2,2x 2,1x 2,0x 2,1x 2,1x 2,1x 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 -571 -682 -862
Equity asset ratio 47% 46% 45% 36% 39% 44% 45% 47% 49%
Net debt/equity ratio -0,3x -0,4x -0,4x -0,8x -0,6x -0,5x -0,4x -0,5x -0,6x
Net debt / EBITDA -1,3x -1,2x -1,0x -3,8x -1,5x -1,4x -1,4x -1,5x -1,7x

Source: BTS Group, EPB

2017 2018 2019 2020 2021 2022 2023e 2024e 2025e
EPS 5,20 6,63 7,80 1,82 11,1 10,2 9,57 11,4 13,8
EPS, adjusted 5,20 6,63 7,80 1,82 8,53 10,2 9,57 11,4 13,8
FCF per share 0,95 6,36 9,29 4,90 6,72 6,37 5,08 11,3 15,7
Dividend per share 2,80 3,60 3,60 1,20 4,80 5,40 5,50 6,50 7,50
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 47,2x 28,5x 25,8x 21,6x 17,9x
Price/book value Neg. Neg. Neg. Neg. Neg. Neg. Neg. Neg. Neg.
P/FCF 98,0x 20,0x 25,6x 44,3x 60,0x 45,7x 48,5x 21,9x 15,7x
FCF yield 1% 5% 4% 2% 2% 2% 2% 5% 6%
Dividend yield 3,0% 2,8% 1,5% 0,6% 1,2% 1,9% 2,2% 2,6% 3,0%
Payout ratio, adjusted 53,8% 54,3% 46,2% 65,8% 56,3% 52,9% 57,5% 57,0% 54,5%
EV/Sales 1,3x 1,3x 2,3x 2,5x 3,7x 2,0x 1,7x 1,6x 1,4x
EV/EBITDA, adjusted 10,4x 10,1x 13,8x 23,2x 17,7x 12,0x 11,8x 10,1x 9,0x
EV/EBIT, adjusted 11,8x 11,7x 19,0x 55,7x 28,3x 16,7x 17,4x 13,6x 11,7x
EV 1566 2153 4281 3600 7213 5061 4664 4664 4664
Share price 93,5 127 238 217 403 247 247 247 247
Source: BTS Group, EPB
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Share price and average fair value
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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 stated fair value in the research report should not be interpreted as a target price. It is a theoretical value that the shares in this report could be valued at if all our assumptions
are correct, and that no unknown negative factors materialize. Even if our assumptions for P&L, balance sheet and cash flow are correct, it is possible that the share price is not
valued according to our assumptions, as share prices often are priced at a premium or at a discount to a theoretical value.

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
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