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Catapult Group (CAT)

Prudent approach

Cuts costs, reaffirms FY23 guidance

Earlier this week Catapult provided an update of sorts and the key points were: costs
are being reduced to accelerate a return to positive free cash flow; cost reductions are
not expected to have a significant impact on growth; FY23 guidance of ACV growth
>20% and churn <6% is reaffirmed; continuing to see strong growth with elite
customers; and focus remains on integrating video and wearables solutions. The
company said it continues to expect positive free cash flow in FY24 but the reduction
in costs suggests the level will now be greater than previously anticipated. The areas
of cost cutting were not specifically highlighted but Catapult said that investment is
being concentrated in areas of “proven growth with strong margins” and the reductions
will be in areas that are more “speculative”.

Revenue downgrades, earnings upgrades

We have downgraded our FY23, FY24 and FY25 revenue forecasts by 3%, 2% and
2%. We figure the cost cuts have been partly driven by slightly weaker than expected
top line growth this year — as well as the current macroeconomic environment — and
these cuts will have some impact on future growth. We have, however, reduced our
forecast underlying EBITDA loss in FY23 from US$9.8m to US$7.7m and modestly
upgraded our underlying EBITDA forecasts in FY24 and FY25 — in absolute terms — on
the back of the cost cuts. Our free cash flow forecast in FY24 is now modestly positive
which suggests or implies we are still below the company’s expectations for next year.

Investment view: PT down 9% to $1.00, Maintain HOLD

We have updated each valuation used in the determination of our price target for the
forecast changes as well as market movements and time creep. On the back of the
cost cuts and the lower expected top line growth we have also reduced the multiple
applied in the EV/Revenue valuation from 1.75 to 1.50 and the terminal growth rate in
the DCF from 5.0% to 4.0%. The net result is a 9% decrease in our PT to $1.00 which
is <15% premium to the share price so we maintain our HOLD recommendation.

Earnings Forecast

Year end 31 March 2022 2023e 2024e 2025e
$3.00 Total revenue (US$m) 77.0 89.4 105.5 122.0
EBITDA (underlying) (US$m) -5.8 -1.7 2.6 10.3
$2.00 NPAT (statutory) (US$m) -32.2 -36.6 -22.0 -14.9
EPS (diluted) (US¢ps) -14.9 -15.7 9.3 6.3
EPS growth (%) NM NM NM NM
$1.00 PER (x) NM NM NM NM
Price/CF (x) 53.7 47.4 11.9 11.3
EV/Revenue (x) 1.7 14 1.2 1.1
$0.00 ! ! ! ! Dividend (A¢ps) 0.0 0.0 0.0 0.0
Sep 20 Mar 21 Sep 21 Mar 22 Sep 22 .
Yield (%) 0.0% 0.0% 0.0% 0.0%
— CAT S&P 300 Rebased ROE (%) NM NM NM NM
Franking (%) 0.0% 0.0% 0.0% 0.0%
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:

ABN 25006 390 772
AFSL 243480
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Forecast and Valuation Changes

Year end 31 March

Total revenue (USSm)
EBITDA (statutory)
EBITDA (underlying)
NPAT

Diluted EPS (USc)
DPS (Ac)

Revenue Downgrades, Earnings Upgrades

We have downgraded our FY23, FY24 and FY25 revenue forecasts by 3%, 2% and 2%.
We figure the cost cuts have been partly driven by slightly weaker than expected top line
growth this year — as well as the current macroeconomic environment — and these cuts will
have some impact on future growth. We have, however, reduced our forecast underlying
EBITDA loss in FY23 from US$9.8m to US$7.7m and modestly upgraded our underlying
EBITDA forecasts in FY24 and FY25 — in absolute terms — on the back of the cost cuts.
Our free cash flow forecast in FY24 is now modestly positive which suggests or implies we
are still below the company’s expectations for next year.

A summary of the changes in our key forecasts is shown below. We continue to forecast
no dividends over the next three years. Our forecast cash balances at year end are now
US$9.8m in FY23 and US$11.0m in FY24 so the company appears to have sufficient cash.

Figure 1 - Change in key forecasts

FY23e FY24e FY25e

Old New Change Old New Change Old New Change
91.9 89.4 -2.7% 107.7 105.5 -2.1% 125.0 122.0 -2.4%
-16.8 -14.7 NM 0.8 1.6 98.9% 9.6 10.0 4.0%
9.8 -7.7 NM 1.8 2.6 NM 9.9 10.3 NM
-38.5 -36.6 NM -22.8 -22.0 NM -15.2 -14.9 NM
-16.5¢ -15.7c NM -9.6¢ -9.3c NM -6.4c -6.3c NM
0.0c 0.0c NM 0.0c 0.0c NM 0.0c 0.0c NM

SOURCE: BELL POTTER SECURITIES ESTIMATES

9% Decrease in PT to $1.00

We have updated each valuation used in the determination of our price target for the
forecast changes as well as market movements and time creep. On the back of the cost
cuts and the lower expected top line growth we have also reduced the multiple applied in
the EV/Revenue valuation from 1.75 to 1.50 and the terminal growth rate in the DCF from
5.0% to 4.0%. There is, however, no change in the 9.4% WACC we apply in the DCF.

The change 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 27-May-22)

New (as at 23-Sep-22)

Valuation % Valuation Valuation % Valuation
per share weighting per share per share weighting per share
Methodology
EV/Revenue $1.07 75% $0.80 $0.95 75% $0.71
DCF $1.20 25% $0.30 $1.16 25% $0.29
Total $1.10 $1.00

SOURCE: BELL POTTER SECURITIES ESTIMATES

The figure shows a double digit percentage decrease in the EV/Revenue and a more
modest single digit percentage decrease in the DCF. The net result is a 9% decrease in
our PT to $1.00 which is <15% premium to the share price so we maintain our HOLD
recommendation.
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Catapult Group

Company Description

Catapult Group (Catapult) is a leading global provider of elite athlete wearing tracking
solutions and also analytics for athlete tracking. The key target market of Catapult is elite
sporting teams and organisations and the recent acquisition of SBG also now gives the
company a presence in motorsports. The core market of analytics and wearables is
currently valued at around US$8bn and is forecast to double by 2026.

Investment Thesis

We maintain our HOLD recommendation on Catapult. Our investment thesis is based on:

Valuation: Our price target for Catapult is $1.00 which we generate through a blend of
EV/Revenue and DCF. The PT is a 9% premium to the current share and there is no
forecast dividend yield.

High level of recurring revenue: Catapult generates most of its revenue through
capital and subscription sales where the former is one-off in nature and the latter is
recurring. Subscription revenue is now by far the largest component of revenue and
represented 92% of total FY22 revenue.

Underpenetrated market: Catapult is the clear global leader in wearable athlete
tracking solutions and at the end of FY22 had c¢.3,425 elite and professional teams as
customers. Despite this leading position, however, only a small fraction of all elite and
professional athletes currently have any wearable solution in place so the market is
very underpenetrated and there is significant opportunity for growth.

Key Risks

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

Industry and competition risk: Catapult's performance could be adversely affected it
existing or new competitors develop alternative products which are more innovative,
easier to use or cost effective than those that have been or may be developed by
Catapult. This may place pricing pressure on Catapult’s product offering and may
impact on Catapult’s ability to retain existing clients as well attract new clients.

Product development risk: Catapult has developed its athlete tracking technology and
products and continues to invest in further development of these products. There is
risk, however, that further development of its athlete tracking technology and products
is not successful or falls short of achieving key development milestones. Such an
outcome may prevent new or developed products from becoming commercial which
could adversely impact the financial performance of the company.

Key person risk: Catapult employs over 300 people in a global workforce and this
includes a number of key technical and sales staff. If one or more of these key
technical and/or sales staff leave the company then this may have an adverse impact
on the financial performance. This impact may also be prolonged if it proves difficult or
timely to replace those key staff.

BELL POTTER
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Catapult Group

as at 23 September 2022

ble 1 nancial summary

Share price: Price Target: $1.00
No. of issued shares: 234.4m Market cap: $214.4m
Year end 31 Mar 2021 2022 2023e 2024e 2025e Year end 31 Mar 2021 2022 2023e 2024e 2025e
Revenue 67.3 77.0 89.4 105.5 1220 NPAT (US$m) -8.2 -32.2 -36.6 -22.0 -14.9
Change -7% 14% 16% 18% 16% Diluted EPS (USc) -4.2 -14.9 -15.7 -9.3 -6.3
Change NM NM NM NM NM
COoGs -17.6 -19.6 -235 -24.8 -26.8 Diluted EPS (Ac) -5.6 -20.5 -22.4 -12.9 -8.4
Gross profit 49.7 57.4 65.9 80.7 95.2 P/Eratio (x) NM NM NM NM NM
Gross margin 73.9% 74.5% 73.8% 76.5% 78.0%
CFPS (Ac) 9.7 17 1.9 7.7 8.1
Total variable costs -17.2 -24.1 -27.3 -30.6 -35.1 Price/CF (x) 95 53.7 474 119 11.3
Contribution profit 325 333 38.7 50.1 60.1 DPS (Ac) 0.0 0.0 0.0 0.0 0.0
Contribution margin 48.3% 43.2% 43.3% 47 5% 49.3% Yield 0.0% 0.0% 0.0% 0.0% 0.0%
Franking 0% 0% 0% 0% 0%
Total fixed costs -27.0 -49.3 -53.6 -48.8 -50.3
Other income 1.0 18 0.3 0.3 0.3 EV/IRevenue (x) 2.0 1.7 14 1.2 11
EV/EBITDA (x) 205 NM NM 825 134
EBITDA (statutory) 6.5 -14.3 -14.7 16 10.0 EV/Underlying EBITDA 19.0 NM NM 50.4 13.0
D&A -13.9 -18.6 -23.2 -25.0 -26.2 NTAper share (Ac) 7.8 5.6 -4.1 -11.4 -13.7
EBIT -7.4 -32.9 -38.0 -234 -16.2 Price/NTA (x) 11.7 16.3 NM NM NM
Netinterest (expense)/revenue -0.8 -0.6 -0.4 -0.3
Pre-tax profit -7.4 -33.6 -38.5 -23.8 -16.5
Income tax expense -0.8 14 1.9 18 17 ACV at year end 48.4 63.9 775 93.2 108.9
NPAT -8.2 -32.2 -36.6 -22.0 -14.9 Change 32% 21% 20% 17%
EBITDA (underlying) 7.0 5.8 77 2.6 103
Year end 31 Mar 2021 2022 2023e 2024e 2025e Year end 31 Mar 2021 2022 2023e 2024e 2025e
EBITDA 6.5 -143 -14.7 16 10.0 EBITDA margin 9.7% -18.5% -16.5% 1.5% 8.2%
Change in working capital 5.9 16.9 16.5 10.3 3.0 Return on assets NM NM NM NM NM
Gross cash flow 125 26 1.8 11.8 13.1 Return on equity NM NM NM NM NM
Other 17 0.1 13 14 13 ROIC NM NM NM NM NM
Operating cash flow 14.2 27 3.2 13.2 14.4 Payout ratio 0.0% 0.0% 0.0% 0.0% 0.0%
Payments for PPE -2.2 -7.0 -5.0 -25 -3.0 Effective tax rate 10.9% -4.3% -5.0% -7.5% -10.0%
Capitalised development -7.1 -135 -15.0 -10.0 -10.0
Other 05 193 00 0.0 0.0
Investing cash flow -9.8 -39.9 -20.0 -125 -13.0 Year end 31 Mar 2021 2022 2023e 2024e 2025e
Proceeds from options/shares 0.9 44.8 0.5 0.5 0.5 Net debt/(cash) (A$m) -27.2 -36.0 -14.0 -15.1 -17.1
Other 20 -14 0.0 0.0 0.0 Net debt/equity NM NM NM NM NM
Payment of financing loans -4.6 -1.9 0.0 0.0 0.0 Gearing NM NM NM NM NM
Dividends paid 0.0 0.0 0.0 0.0 0.0 Net debt/EBITDA (x) NM NM NM NM NM
Fnancing cash flows -1.7 415 0.5 0.5 0.5 Netinterest cover (x) NM NM NM NM NM
Net change in cash 2.7 4.4 -16.3 1.2 19
Cash atstart of period 194 222 261 9.8 110
Exchange rate impact 0.0 -0.4 0.0 0.0 0.0 Year end 31 Mar 2021 2022 2023e 2024e 2025e
Cash at end of period 222 26.1 9.8 11.0 12.8 Revenue (US$m)
Wearables 335 347 39.0 429 47.2
Video analytics 306 397 476 595 714
Year end 31 Mar 2021 2022 2023e 2024e 2025e New products 33 2.7 2.8 3.1 3.4
Cash 222 26.1 9.8 11.0 128 Total revenue 67.3 77.0 89.4 1055 122.0
Current receivables 133 17.9 15.6 105 13.7
Inventory 3.9 3.0 2.2 21 18 Growth
Other current assets 0.0 0.0 0.0 0.0 0.0 Wearables 4% 13% 10% 10%
Non-current receivables 0.3 0.3 0.3 0.3 0.3 Video analytics 30% 20% 25% 20%
PPE 9.5 15.6 14.8 111 75 New products -19% 5% 10% 10%
Intangibles - Goodwill 42.0 518 51.8 518 51.8 Total growth 14% 16% 18% 16%
Intangibles - Other 232 48.3 459 37.2 275
Deferred taxassets 75 104 10.4 104 104
Other non-current assets 0.0 0.0 0.0 0.0 0.0 Year end 31 Mar 1HFY22 2HFY22 1HFY23e 2HFY23e
Total assets 1218 1735 150.9 134.4 126.0 Revenue 375 395 43.6 458
Payables 6.9 9.9 134 185 244
Current contract liabilties 17.8 254 179 17.9 17.9 COGS -9.9 -9.7 -11.8 -11.7
Current borrowings 1.7 0.0 0.0 0.0 0.0 Gross profit 275 29.9 318 34.1
Other current liabilities 95 11.6 11.6 11.6 11.6 Gross margin 73.5% 75.6% 73.0% 74.5%
Non-current contract liabilties 3.1 4.6 4.6 4.6 4.6
Employee benefits 0.1 0.1 0.1 0.1 0.1 Total variable costs -10.7 -13.4 -13.1 -14.2
Borrowings 0.0 0.0 0.0 0.0 0.0 Contribution profit 16.8 16.5 18.7 19.9
Deferred tax liabilities 3.1 10.3 10.3 10.3 10.3 Contribution margin 44.9% 41.6% 43.0% 43.5%
Other non-current liabilities 2.6 21 21 21 21
Total liabilities 449 63.9 60.0 65.0 70.9 Total fixed costs -21.0 -28.4 -26.2 -275
Share capital 130.5 1755 1835 184.0 1845 Other income 17 0.0 0.3 0.0
Reserves 3.0 22.7 32.7 32.7 32.7
Retained earnings/(losses) -56.4 -88.5 -125.1 -147.2 -162.1 EBITDA (statutory) -2.4 -11.8 7.2 -7.6
Non-controlling interests 0.0 -0.1 -0.1 -0.1 -0.1 D&A -7.9 -10.7 -11.3 -11.9
Total shareholders' equity 76.9 109.6 91.0 69.4 55.0 EBIT -10.3 -225 -18.5 -19.5

SOURCE: BELL POTTER SECURITIES ESTIMATES
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded Analysts
as ‘Speculative’ a return of >30% is John Hester Healthcare 612 8224 2871 jhester
expected. Anubhav Saxena Healthcare 612 8224 2846 asaxena
Expect total return between -5% Tara Speranza Healthcare 612 8224 2815 tsperanza

and 15% on a 12 month view Michael Ardrey Industrials 613 9256 8782 mardrey

Marcus Barnard Industrials 618 9326 7673 mbarnard

Expect <-5% total return on a Sam Brandwood Industrials 61282242850  sbrandwood

12 month view Olivia Hagglund Industrials 612 8224 2813 ohagglund
Speculative Investments are either start-up Chami Ratnapala Industrials 612 8224 2845 cratnapala
enterprises with nil or only prospective Jonathan Snape Industrials 613 9235 1601 jsnape
operations or recently commenced David Coates Resources 612 8224 2887 dcoates
operations with only forecast cash flows, or Stuart Howe Resources 613 92351856 showe
companies that have commenced Brad Watson Resources 618 9326 7672 bwatson
operations or have been in operation for Regan Burrows Resources 618 9326 7677 rburrows
some time but have only forecast cash Joseph House Resources 613 9235 1624 jhouse
flows and/or a stressed balance sheet. Associates

Daniel Laing Associate Analyst 613 9256 2886 dlaing
Such investments may carry an Thomas Sima Associate Analyst 6128224 2843  tsima
exceptionally high level of capital risk and James Williamson Associate Analyst 613 9235 1692 jwilliamson

volatility of returns.

Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst's compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on
the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal
and regulatory constraints.
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Disclaimers

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report 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 Broker (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 Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this 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 Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a security
contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for each respective
Research Report.

Except in so far 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 the
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the
document or any other person.

In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or in
part in the two specified countries. In Hong Kong this Research Report 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 Report is being
distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving this
Research 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.

Bell Potter Securities Limited Bell Potter Securities (HK) Bell Potter Securities (US) LLC  Bell Potter Securities (UK) Limited
ABN 25 006 390 772 Limited Floor 39 16 Berkeley Street London, England
Level 29, 101 Collins Street Room 1701, 17/F 444 Madison Avenue, New York ~ W1J 8DZ, United Kingdom
Melbourne, Victoria, 3000 Prosperity Tower, 39 Queens NY 10022, U.S.A Telephone +44 7734 2929
Telephone +61 3 9256 8700 Road Central, Hong Kong, 0000  Telephone +1 917 819 1410
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