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Elsight (ELS)
2026: Year of the Drone

ELS secures largest contract in its history

ELS has secured a US$21.2m contract, scheduled for delivery across January-April
2026. The contract is for the supply of Halo units and is with an existing European
defence OEM customer. This order represents a 13.5-fold YoY increase in revenue
over January-April 2025. The contract includes up-front payments to support working
capital, with the remaining balance payable prior to delivery.

DIU Phase 3 selection to support further growth

In November 2025, the US Defense Innovation Unit selected ELS to progress its Halo
platform to Phase 3 (fielding phase) of Project G.l., Design Reference Mission 2. This
selection sends a strong signal to potential customers that Halo’s multi-link technology
is highly capable of delivering reliable connectivity to mission-critical operations. A
broadening of the customer base would be a key de-risking outcome for ELS.

We have revised EPS -1/+21/+36% over CY25/26/27e reflecting higher revenue
growth assumptions following today’s contract announcement and increased R&D and
S&M opex. We estimate that our CY26e revenue forecast of US$44.5m is 61% backed
by committed orders and recurring revenue from the CY25 ending install base. We
have upgraded our target price to $3.60/sh reflecting: a lower WACC due to greater
certainty in our forecasts given today’s announcement partially offset by increased risk
to sentiment on a Ukraine peace deal; and higher terminal value NOPAT and ROIC.

Investment thesis: Buy; TP $3.60/sh (prev. $2.00/sh)

We retain our Buy rating. We believe ELS has developed a market leading product
that is fully leveraged to the emerging use of unmanned systems in both a defence
and commercial context. In CY26e, we expect ELS to be a beneficiary of downstream
demand from global defence departments, supporting our 70% hardware sales
revenue growth estimate. We believe ELS shares offer value at 21.4x CY26e EV/EBIT
given its recurring revenue, capital-light business model, relative valuation vs. other
drone exposed stocks and long runway of growth. We see upside to our revenue
forecasts if ELS is able to broaden its customer base with large contract wins.

Earnings Forecast

Year ending 31 December 2024a 2025e 2026e 2027e

$3.50
Sales (US$m) 2.0 24.0 445 67.3
$3.00 EBIT (US$m) (3.2) 9.5 175 28.2
$2.50 NPAT (reported) (US$m) (3.9) 57 13.6 21.3
NPAT (adjusted) (US$m) (4.2) 7.7 13.6 21.3
$200 EPS (adjusted) (US¢ps) (2.5) 3.4 5.4 8.5
$1.50 EPS growth (%) na na 62.3% 55.9%
$100 PER (x) -76.5x 57.7x 35.5x 22.8x
! FCF Yield (%) -0.6% 4.3% 2.4% 2.8%
8050 - —— EV/EBIT (x) -116.3x 39.6x 21.4x 13.3x
$0.00 Dividend (A¢ps)
Dec 23 Jun 24 Dec 24 Jun 25 Dec 25 Yield (%) 0.0% 0.0% 0.0% 0.0%
—ELS S&P 200 Rebased Franking (%) 0.0% 0.0% 0.0% 0.0%
ROE (%) nm 46% 25% 30%
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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Elsight Limited (ELS)

Company description

Elsight (ELS) is a supplier of communication modules to drone OEMs. The company offers
advanced communication components for unmanned systems (aerial, ground and sea)
systems through its flagship product, the Halo platform, which aggregates all available
communication paths into one resilient, encrypted pipe for beyond visual line of sight
(BVLOS) control, video and telemetry.

Investment thesis: Buy; TP $3.60/sh (prev. $2.00/sh)

We retain our Buy rating. We believe ELS has developed a market leading product that is
fully leveraged to the emerging use of drones in both a defence and commercial context. In
CY26e, we expect ELS to be a beneficiary of downstream demand from global defence
departments, supporting our 70% hardware sales revenue growth estimate. We believe
ELS shares offer value at 21.4x CY26e EV/EBIT given its recurring revenue, capital-light
business model, relative valuation vs. other drone exposed stocks and long runway of
growth.

Valuation methodology

Our ELS valuation is based on a discounted cash flow of the core operations of the
business. A nominal WACC of 11.3% (previously 12.0%) and terminal growth rate of 4.2%
has been applied to our DCF model. We assume a 3.0% spread between ROIC and
WACC in our terminal value calculation, higher than 0.0% previously due to our belief that
ELS can sustain a competitive advantage owing to higher R&D investment.
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Investment risks

Geopolitical risk: ELS’ operational profitability remains highly sensitive to government
policies, trade restrictions, and national security concerns, as shifts in these areas can
directly impact ELS’s market access, supply chain stability, and customer demand.

ESG risk: Evolving community perceptions of the defence companies could damage ELS'’s
reputation and cause its shares to trade below fair value.

Competition risk: The defence sector is highly competitive with a wide range of
participants, including large multi-national defence primes who have extensive resources
and scale. As a technology company, ELS must continually invest in R&D to maintain its
competitive edge and market position. ELS plans to allocate $10m of the July 2025 capital
raising to R&D; however, in a rapidly expanding industry increasingly driven by Al, ELS
must ensure it remains at the forefront of technological innovation.

Key personnel risk: The loss of key management personnel, delays in their replacement,
and/or failure to attract new talent, may adversely affect ELS’ operations and performance.

Regulatory risk: While we are of the view that the regulatory environment for both the
defence and commercial UAS markets will become increasingly favourable, considerable
uncertainty persists around how these legislative changes will ultimately be executed and
enforced. The pace, consistency, and clarity of implementation remain critical factors that
could materially influence UAS adoption and growth.

Commercial adoption risk: Because commercial use of UAS remains subject to
significant regulatory restrictions, adoption in the market is currently constrained. As a
result, uncertainty persists regarding the ultimate scale of this sector, which nevertheless
represents a key long-term growth opportunity for ELS.

Contract risk: Contract risk refers to the potential for negative outcomes or uncertainties
associated with the performance or execution of a contract. If ELS were to not fulfil the
terms of their contract due to quality or timing concerns, the company will likely be exposed
to unfavourable terms under the contract, which would affect the financial performance of
the company.

Supply Chain Risks: ELS has demonstrated strong supply chain resilience, however,
their operations may be affected by a range of factors, including: the interruption of
availability of materials and components caused by supply chain issues; and access to
operational premises, high-level engineering skills personnel and to customer and supplier
facilities/equipment.

Intellectual property risk: Even with patent protection, as a defence company, ELS faces
IP risk as adversaries may gain access through espionage or cyberattacks. However,
because its IP is closely tied to unique know-how and proprietary processes that are
difficult to replicate, this risk is meaningfully mitigated.

Foreign Exchange risk: ELS'’s financial reports are prepared in USD, however, ELS
derives a material portion of revenue and expenses internationally, leaving the company
exposed to fluctuations in foreign exchange rates, such as, EUR, ILS and AUD.

Sovereign risk: Companies and assets are subject to the sovereign risks of the country
and state of location and may be exposed to the sovereign risks of major suppliers and
customers.

Customer concentration risk: Revenues in CY25e are expected to be largely
underpinned by one European drone defence OEM. Although, we expect the customer
base to broaden risk remains of being overly reliant on what customer, who could stop
using ELS’ products through no fault of ELS.
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Table 1 - Financial summary

Date 17112125 Bell Potter Securities
Price A$/sh 292 Banxter Kirk (bkirk@bellpotter.com.au, +61 3 9235 1625)
Target price A$/sh 3.60
PROFIT AND LOSS FINANCIAL RATIOS
Year ending 31 December Unit 2023a 2024a 2025  2026e 2027e  Year ending 31 December Unit 2023a  2024a  2025e 2026e  2027e
Revenue us$m 15 20 24.0 445 67.3 VALUATION
Change % 87% 32%  1083% 86% 51%  EPS (adjusted) UScish (2.4) (2.5) 34 54 85
Gross profit UsS$m 0.8 1.2 18.3 33.6 50.1  EPS growth % na na na 62.3% 55.9%
Margin % 52% 58% 76% 75% 74%  PER X -79.7x  -765x  57.7x 355x  22.8x
Operating costs (excl. D&A) us$m (3.8) “.2) (87) (158) (208) DPS Acish - - - - -
EBITDA US$m (3.0) (3.0) 9.7 17.8 29.2 Dividend yield % 0.0% 0.0% 0.0% 0.0% 0.0%
Depreciation & amortisation uUs$m (0.3) 0.2) 0.2) (0.3) (1.0)  Franking % 0.0% 0.0% 0.0% 0.0% 0.0%
EBIT us$m (3.2) 3.2) 9.5 175 282 FCFishare Aclsh (1.5) (12) 8.3 46 54
Margin % -210%  -159% 39% 39% 42%  FCF yield % 08% -06%  43%  24%  28%
Net interest expense US$m 0.7) (1.0) (0.1) 14 16 EV/EBITDA X -125.8x  -125.5x 38.9x 21.0x 12.8x
Profit before tax us$m (3.9) 4.2) 9.3 18.9 29.8 EV/EBIT X -116.0x -116.3x 39.6x 21.4x 13.3x
Tax expense us$m e a 1.7) (5.4) (85) EV/NOPAT X 116.0x -1163x  483x  299x  186x
NPAT US$m (3.9) 4.2) 7.7 13.6 213  LIQUIDITY & LEVERAGE
Adjustments (post-tax) us$m 0.2 0.3 (24) - - Netdebt/ (cash) uUs$m 2.6 0.7) (54.3) (63.9) (75.4)
Reported NPAT US$m (3.7) (3.9) 5.7 13.6 21.3  Netdebt/Equity % nm nm nm nm nm
CASH FLOW STATEMENT Net debt / Net debt + Equity % 27 nm 71 20.2 nm
OPERATING CASH FLOW Net debt/ EBITDA X nm 0.2 nm nm nm
Receipts from customers US$m 13 24 30.0 435 60.3 EBITDA /Netinterest expense X nm nm 68.7 nm nm
Payments to suppliers & employees uUs$m (3.9) (4.4) (11.8) (28.4) (40.2) PROFITABILITY RATIOS
Other us$m 0.4 03 (1.4) (3.9) (6.9) EBITDA margin % 193%  -147% 40% 40% 43%
Operating cash flow UsS$m (2.2) (1.8) 16.8 1.1 13.2  EBIT margin % 210%  -159% 39% 39% 42%
INVESTING CASH FLOW Return on assets % nm nm 23% 19% 23%
Payments for PPE US$m (0.0) - (0.0) 0.2) (0.3)  Return on equity % nm nm 46% 25% 30%
Payments for intangibles us$m (0.0) (0.0) (02) (0.8) (1.0) SEGMENTAL ASSUMPTIONS
Other US$m - - - - - Hardware revenue US$m 1.0 12 20.0 34.1 47.7
Investing cash flow US$m (0.0) (0.0) (0.2) (1.0) (1.3)  Cloud & SLA revenue US$m 0.2 03 17 54 11.0
Free cash flow us$m (2.2) (1.8) 16.6 10.1 12.0 Data usage revenue US$m 0.3 04 23 5.0 8.6
FINANCING CASH FLOW VALUATION
Proceeds from share issues (net) US$m 0.0 0.2 39.9 0.5 0.6 Diluted shares on issue 240m
Repayment of lease liabilities US$m 0.2) 0.2) 0.2) 0.3) (0.8) Valuation method $m $/sh
Other UsS$m 0.1 - (2.0) - - Operations US$m 517 216
Financing cash flow us$m (0.1) (0.0) 37.7 0.2 (0.2) ELS netdebt (incl. leases; proforma) US$m -49 -0.20
Change in cash US$m (2.4) (1.8) 54.2 10.3 11.7  Equity valuation $US 566 2.36
BALANCE SHEET AUD/USD 0.66
ASSETS Equity valuation $A 856 3.57
Cash uUs$m 27 0.9 55.1 65.4 77.2  Upside to current share price (%) 22%
Receivables US$m 0.7 0.6 24 8.9 20.2
Inventory US$m 0.7 0.5 16 44 6.9
PPE uUs$m 0.1 0.1 0.1 03 0.5
Goodwill US$m - - - - -
Other intangibles US$m 0.0 0.0 0.2 1.0 17
Other assets US$m 0.2 0.2 0.4 12 15
Total assets UsS$m 44 23 59.8 81.1 107.9
LIABILITIES
Payables US$m 0.5 0.7 43 53 57
Borrowings UsS$m 5.1 - 04 0.4 0.4
Lease liabilities US$m 02 0.2 04 1.1 13
Lease liabilities US$m 02 0.2 8.0 135 17.8
Other liabilities us$m 0.0 0.0 0.0 0.0 0.0
Total liabilities UsS$m 6.1 11 13.2 204 252
NET ASSETS
Share capital US$m 238 29.5 69.4 69.9 705
Reserves US$m 0.7 0.6 0.6 0.6 0.6
Retained eamings uss$m (26.1)  (29.0)  (23.3) 9.8) 116
SHAREHOLDER EQUITY US$m (1.7) 1.2 46.7 60.8 82.6
Weighted average shares m 150.3 151.2 200.5 2214 223.5
SOURCE: BELL POTTER SECURITIES ESTIMATES
—V
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Research Team
Staff Member Title/Sector Phone @belipotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded Rob Crookston Head of Strategy 612 8224 2813 rcrookston
as ‘Speculative’ a return of >30% is Paul Basha Strategy 61282242862  pbasha
expected. Kion Sapountzis Strategy 613 9235 1824 ksapountzis
Expect total return between - Analysts
5% and 15% on a 12 month view John Hester Healthcare 612 8224 2871 jhester
Martyn Jacobs Healthcare 613 9235 1683 mjacobs
Expect <-5% total return on a Thomas Wakim Healthcare 612 8224 2815 twakim
12 month view Michael Ardrey Industrials 613 9256 8782 mardrey
Leo Armati Industrials 612 8224 2846 larmati
Speculative Investments are either start-up Marcus Barnard Industrials 618 9326 7673 mbarnard
enterprises with nil or only prospective Joseph House Industrials 61393251624  jhouse
operations or recently commenced Baxter Kirk Industrials 613 9235 1625 bkirk
op eratio'ns with only forecast cash flows, or Hayden Nicholson Industrials 613 9235 1757 hnicholson
companies that have commenced Chami Ratnapala Industrials 612 8224 2845 cratnapala
operations or have been in operation for Jonathan Snape Industrials 613 9235 1601 jsnape
some time but have only forecast cash . .
S ——— Ritesh Varm.a Industrials 613 9235 1658 rvarn'1a
Connor Eldridge Real Estate 612 8224 2893 celdridge
Such investments may carry an Andy MacFarlane Real Estate 612 8224 2843 amacfarlane
exceptionally high level of capital risk and Regan Burrows Resources 618 9236 7677 rburrows
volatility of returns. David Coates Resources 612 8224 2887 dcoates
Stuart Howe Resources 613 9325 1856 showe
Todd Lewis Resources 618 9326 7672 tlewis
James Williamson Resources 613 9235 1692 jwilliamson
Associates
Brenton Anderson Associate Analyst 613 9235 1807 banderson
Andrew Ho Associate Analyst 613 9235 1953 aho
Evelyn Murdoch Associate Analyst 612 8224 2849 emurdoch

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
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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.

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.

Disclosure: Bell Potter Securities acted as Sole Lead Manager to the A$60m capital raise in July 2025 and received fees for that service.
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