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No change in forecasts

There is no change in our forecasts for Altium which we last updated in early
November. We continue to forecast FY22 revenue and EBITDA of US$218m and
US$80m which is at the top end or slightly higher than the guidance ranges of
US$209-217m and US$72-80m. We also continue to see some prospect of an
upgrade to the guidance at the release of the 1HFY22 result in February especially
after the company said at the AGM that it is “confident that it is not likely to be at the
low end of the guidance range”. We then forecast continued strong revenue growth in
the high teen percentages in FY23 and FY24 and then >20% EBITDA growth in each
period on the back of anticipated further margin expansion.

6% increase in PT to $45.00

While there is no change in our forecasts we have updated each valuation used in the
determination of our price target for market movements and time creep. We have also
increased the premium we apply in the relative valuations from 20% to 25% given the
prospect, as mentioned, of an upgrade to the FY22 guidance at the release of the
1HFY22 result in February. There are, however, no changes in the key assumptions
we apply in the DCF which are an 8.6% WACC and 5.0% terminal growth rate. The
net result is a 6% increase in our PT to $45.00 which has mostly been driven by
increases in the relative valuations.

Investment view: Downgrade to HOLD

At our updated PT of $45.00 the total expected return is only 4% so we downgrade our
recommendation from BUY to HOLD. The key risks to our downgrade are, firstly, the
company does upgrade its FY22 guidance at the result in February but we believe this
is already partly reflected in the share price. Secondly, an increased takeover offer
from Autodesk and while we believe there is a reasonable chance of this occurring we
do not believe there is a high probability. And thirdly a transformative and material
acquisition but, as highlighted with Supplyframe, such opportunities are rare and
difficult to close so again we do not attach a high probability to such a deal occurring.

Earnings Forecast

Year end 30 June 2021 2022e 2023e 2024e
$50.00
Total revenue (US$m) 180.2 218.4 257.4 305.8
$40.00 . A EBITDA (US$m) 60.0 79.7 96.5 120.8
v : NPAT (US$m) 35.3 49.9 62.1 79.8
$30.00 — EPS (diluted) (US¢ps) 26.9 37.9 47.1 60.5
$20.00 EPS growth (%) 78% 41% 24% 28%
PER () 121.8 86.2 69.4 54.1
$10.00 Price/CF (x) 69.6 63.1 515 44.2
EV/EBITDA (x) 68.5 514 42.3 33.6
$0.00 ! ! ! ! Dividend (A¢ps) 40.0 42.0 46.0 54.0
Dec 19 Jun 20 Dec 20 Jun 21 Dec21 .
Yield (%) 0.9% 1.0% 1.1% 1.2%
—ALU S&P 300 Rebased ROE (%) 13.8% 19.2% 22.6% 26.4%
Franking (%) 7.9% 0.0% 0.0% 0.0%
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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Altium (ALU) 13 December 2021

Earnings and Valuation Changes

No Change in Forecasts

There is no change in our forecasts for Altium which we last updated in early November.
We continue to forecast FY22 revenue and EBITDA of US$218m and US$80m which is at
the top end or slightly higher than the guidance ranges of US$209-217m and US$72-80m.
We also continue to see some prospect of an upgrade to the guidance at the release of the
1HFY22 result in February especially after the company said at the AGM that it is
“confident that it is not likely to be at the low end of the guidance range”. We then forecast
continued strong revenue growth in the high teen percentages in FY23 and FY24 and then
>20% EBITDA growth in each period on the back of anticipated further margin expansion.

A summary of our key forecasts is shown below. Note our dividend forecasts over the next
three years equate to a payout ratio of between 67-83% — after adjusting for currency —
which is lower than it has been for the last two years when it has been >100%.

Figure 1 - Key forecasts

Year end 30 June FY22e Growth FY23e Growth FY24e Growth
Revenue (USSm) 218.4 21% 257.4 18% 305.8 19%
EBITDA 79.7 33% 96.5 21% 120.8 25%
NPAT 49.9 41% 62.1 24% 79.8 29%
Diluted EPS (USc) 37.9¢c 41% 47.1c 24% 60.5c 28%
DPS (Ac) 42.0c 5% 46.0c 10% 54.0c 17%

SOURCE: BELL POTTER SECURITIES ESTIMATES

6% Increase in PT to $45.00

While there is no change in our forecasts we have updated each valuation used in the
determination of our price target for market movements and time creep. We have also
increased the premium we apply in the relative valuations from 20% to 25% given the
prospect, as mentioned, of an upgrade to the FY22 guidance at the release of the 1HFY22
result in February. There are, however, no changes in the key assumptions we apply in
the DCF which are an 8.6% WACC and 5.0% terminal growth rate.

The key changes in each valuation and the impact on our PT calculation is shown below.

Figure 2 - Change in valuations and impact on PT

Old (as at 2-Nov-21) New (as at 13-Dec-21)
Valuation % Price Valuation % Price
per share  weighting target per share  weighting target
Methodology
PE ratio $46.65 33% $15.55 $50.46 33% $16.82
EV/EBITDA $43.12 33% $14.37 $46.46 33% $15.49
DCF $37.74 33% $12.58 $38.08 33% $12.69
Total $42.50 $45.00

SOURCE: BELL POTTER SECURITIES ESTIMATES

The figure shows a high single digit percentage increase in each valuation and a much
more modest low single digit percentage increase in the DCF. The net result is a 6%
increase in our PT to $45.00 which is only a modest premium to the share price so we
downgrade our recommendation from BUY to HOLD.
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Altium

Company Description

Altium Limited (Altium) develops and sells software and hardware for the design and
development of electronic products. The company has three key products:

Altium Designer: Software for the design of printed circuit boards (PCBs);
Nexus: A collaborative, cloud enabled PCB design solution; and

Octopart: An electronic parts search engine.

Altium is based in San Diego, California and sells its products globally (>95% of revenue is
outside Australia). The company is one of the largest providers globally of PCB design
software and has an estimated market share of around 25%.

Investment Thesis

We downgrade our recommendation on Altium from BUY to HOLD. Our investment thesis
is based on:

Valuation: Our 12 month price target for Altium is $45.00. The price target is
generated from a blend of three valuation methodologies we apply to the company: PE
ratio, EV/EBITDA and DCF. The price target is a 3% premium to the current share
price and the total expected return (including the dividend yield) is 4%.

Higher recurring revenue: Altium has been steadily increasing its recurring revenue
base over the past decade or so with a shift to subscription. Recurring revenue
represented 65% of total revenue in FY21 which was up from 59% in FY20. Altium has
a target of reaching 95% recurring revenue by FY25 (excluding China and developing
countries).

Potential takeover target: Altium has already received an unsolicited takeover offer
from Autodesk at $38.50 which was rejected. Our view is Autodesk’s Fusion 360
platform is lacking a high powered ECAD offering so we believe Autodesk would still be
very interested in Altium and may come back with a revised offer.

Key Risks

Key downside risks to our estimates and valuation include (but are not limited to):

Foreign currency fluctuations: The majority of Altium’s sales are in USD and EUR
while the majority of Altium’s costs are in USD. There is, therefore, a currency risk from
fluctuations in the USD/EUR exchange rate. If there is a material appreciation of the
USD against then EUR then this would have a negative impact on our forecasts.

Increased competition: Altium is releasing new products to target the low-end and
high-end areas of the market and in our forecasts we have assumed some success in
penetrating these new areas. A risk is these products are not successful or cause a
competitive response from the established players in these areas of the market.

Global economy: The key market for Altium is the global PCB market and the future
condition of the global economy will therefore have an impact on Altium and the growth
of its key market. A risk for Altium is a downturn in one or both of Europe and the US
as these two regions combined represent approximately 80% of Altium’s sales.
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Altium

as at 13 December 2021

le 1 - Financial summary

Altium (ALU) Share price: $43.61 Target price: $45.00
No. of issued shares: 131.5m Market cap: $5,733m

Valuation data

Profit & Loss (US$m)

Year end 30 Jun 2020 2021 2022e 2023e 2024e Year end 30 Jun 2020 2021 2022e 2023e 2024e
Revenue 169.3 180.2 2184 2574 305.8 NPAT from cont. ops. (US$m) 19.7 35.3 49.9 62.1 79.8
Change 1% 6% 21% 18% 19% Diluted EPS (USc) 15.1 26.9 37.9 47.1 60.5
Change -63% 78% 41% 24% 28%
Expenses (excl. D&A, int.) -107.6 -120.2 -138.7 -160.9 -185.0 Diluted EPS (Ac) 23.2 35.8 50.6 62.8 80.7
% of revenue -64% -67% -64% -63% -61% P/Eratio (x) 188.2 121.8 86.2 69.4 54.1
CFPS (Ac) 66.4 62.7 69.1" 846" 98.6
EBITDA 61.7 60.0 79.7 96.5 1208 Price/CF (x) 65.7 69.6 63.1 515 44.2
Depreciation 7.8 -85 94 9.9 -104 DPS (Ac) 39.0 40.0 42.0 46.0 54.0
Amortisation 3.1 -34 -3.7 -39 4.1 Yield 0.9% 0.9% 1.0% 1.1% 1.2%
EBIT 50.8 48.1 66.6 82.8 106.3 Franking 0% 8% 0% 0% 0%
Net interest (exp)/rev. 0.1 -0.4 -0.1 0.0 0.1 EV/Revenue (X) 215 228 18.8 15.8 133
Pre-tax profit 51.0 47.7 66.5 82.7 106.4 EV/EBITDA (x) 58.9 68.5 51.4 423 33.6
Income tax expense -31.2 -12.4 -16.6 -20.7 -26.6 NTA per share (Ac) 158.2 2121 218.6 2352 264.7
NPAT from cont. ops. 19.7 35.3 49.9 62.1 79.8 Price/NTA (x) 27.6 20.6 20.0 185 16.5
Profit from discont. ops. 112 717 0.0 0.0 0.0
NPAT 309 1070 499 621 798
Year end 30 Jun 2020 2021 2022e 2023e 2024e
EBITDA margin 365%  333%  365%  37.5%  395%
Year end 30 Jun 2020 2021 2022e 2023e 2024e EBIT margin 30.0% 26.7% 30.5% 32.2% 34.8%
EBITDA 61.7 60.0 79.7 96.5 1208 Return on assets 6.8% 9.2% 12.8% 15.2% 18.2%
Change in working capital 17 15.6 -3.6 -3.0 -10.6 Return on equity 10.7% 13.8% 19.2% 22.6% 26.4%
Gross operating cash flow 63.4 75.6 76.2 935 110.2 ROIC NM NM NM NM NM
Interest received 0.9 0.2 0.4 0.5 0.6 Payout ratio 168.2%  111.5% 82.9% 73.1% 66.8%
Interest paid -0.6 -0.7 -0.1 0.0 0.1 Effective tax rate -61.3% -26.0% -25.0% -25.0% -25.0%
Tax paid 72 -134 -8.3 -10.3 -133
Operating cash flow 565 617 68.1 836 976
Payments for subsidiary 0.0 -3.1 0.0 0.0 0.0 Year end 30 Jun 2020 2021 2022e 2023e 2024e
Payments for PPE -39 -1.7 £Si5) -45 -55 Net debt/(cash) (A$m) -143.2 -255.4 -268.1 -294.4 -327.0
Proceeds of sale of PPE 0.0 85.8 0.0 0.0 0.0 Net debt/equity NM NM NM NM NM
Investing cash flow -5.1 80.3 -4.8 -6.0 -73 Gearing NM NM NM NM NM
Proceeds from equity/options 0.0 0.0 0.0 0.0 0.0 Net debt/EBITDA (X) NM NM NM NM NM
Dividends paid -33.6 -37.6 -53.9 -57.9 -65.9 Netinterest cover (x) >100 >100 >100 >100 >100
Repayment of borrowings -5.1 -55 0.0 0.0 0.0
Payment for treasury shares 00 00 00 00 00
Financing cash flows -38.7 -43.1 -53.9 -57.9 -65.9 Year end 30 Jun 2020 2021 2022e 2023e 2024e
Net change in cash 12.7 98.9 9.5 19.7 245 Revenue
Cash at start of period 80.5 93.1 1915 201.1 220.8 Software licence revenue 795 79.1 93.0 111.6 133.9
Exchange rate impact -0.2 -0.5 0.0 0.0 0.0 Hardware revenue 25 24 25 26 27
Cash at end of period 93.1 1915 2011 220.8 2453 Subscription revenue 62.9 68.7 79.0 94.8 113.7
Senvice revenue 36 28 33 36 39
Balance Sheet (US$m) Search advertising revenue 188 26.8 40.2 443 50.9
Year end 30 Jun 2020 2021 2022e 2023e 2024e Other revenue 20 0.4 0.5 0.6 0.7
Cash 93.1 1915 201.1 2208 2453 Sales revenue 169.3 180.2 2184 2574 305.8
Receivables 575 66.1 711 774 91.9 Interestincome 0.9 0.3 0.4 05 0.6
Inventories 18 19 11 13 15 Other revenue 0.0 0.0 0.0 0.0 0.0
Other current assets 57 6.3 6.3 6.3 6.3 Total revenue 170.2 180.5 218.8 257.9 306.4
PPE 211 16.2 15.0 146 149
Intangibles - Goodwill 71 6.0 6.0 6.0 6.0 Growth
Intangibles - Other 42.6 411 38.7 36.3 339 Software licence revenue -4% 0% 18% 20% 20%
Deferred tax assets 58.1 495 448 39.8 346 Hardware revenue 0% 0% 5% 5% 5%
Other non-current assets 18 45 45 45 45 Subscription revenue -3% 9% 15% 20% 20%
Total assets 288.8 383.2 388.6 407.0 439.0 Service revenue -2% -21% 15% 10% 8%
Payables 16.6 20.8 219 258 30.6 Sales revenue -1% 6% 21% 18% 19%
Current borrowings 0.0 0.0 0.0 0.0 0.0
Current lease liabilites 55 56 56 56 56
Current provisions 95 30.6 30.6 30.6 30.6 Year end 30 Jun 1HFY21  2HFY21 1HFY22e 2HFY22e
Deferred revenue 48.0 52.4 52.4 52.4 52.4 Revenue (US$m) 80.0 100.3 99.4 119.0
Non-current deferred revenue 85 75 75 75 75 Change -14% 31% 24% 19%
Non-current borrowings 0.0 0.0 0.0 0.0 0.0
Non-current lease liabilities 85 55 515! 55 55 EBITDA 270 33.0 348 449
Non-current provisions 2.8 04 04 04 04 Depreciation -4.4 -4.1 -4.7 -4.7
Other non-current liabilities 52 46 46 46 46 Amortisation -16 -1.7 -1.9 -1.9
Total liabilities 1045 1273 1283 1322 1371 EBIT 21.0 27.1 28.2 384
Contributed equity 126.9 127.7 127.7 127.7 127.7 Netinterest (exp)/rev. -0.3 -0.1 -0.1 -0.1
Reserves 20.9 221 221 221 221 Pre-tax profit 20.7 27.0 28.2 38.3
Retained earnings/(losses) 36.6 106.1 1104 1249 152.1 Income tax expense -4.1 -8.3 -7.0 -9.6
Total shareholders' equity 1843 2559 260.2 2747 302.0 NPAT from cont. ops. 16.6 18.7 211 28.8
SOURCE: BELL POTTER SECURITIES ESTIMATES
—V
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Palicy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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