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Strong growth with unmatched gaming experience

Betsson (“the Company”) offers B2C customers a proprietary platform for online
gambling & B2B solutions worldwide. The growing B2B solutions & acquisitions
supported by a strong financial position, rapid expansion in a new market & an
unmatched gaming experience that creates stickiness will allow Betsson to
continue to grow further, at a CAGR of 19.8% 2021A-2024E. Consequently, rated
with a buy & 18-month TP of SEK 170 & a IRR of 24.3% over 18 months.

Key drivers

1) Rapid growth in new market. In 2021 Betsson completed the acquisition of
InkaBet, a rapidly growing sportsbook & casino operating in Latin America,
where the iGaming market is predicted to grow with a CAGR of 18.4% to 2028E.
Betsson currently holds a strong market position in Latin America & recently
received a license in Argentina. The Company has good conditions for further
growth, both through acquisition & organically, in a rapidly growing market
which will drive top-line at a CAGR of 63.9% in the region 2021A-2024E.

2) Experienced management with a good track record. Pontus Lindwall, CEO of
Betsson, has a long & solid experience within the gaming & igaming sectors.
Betsson has avoided trying to establish itself in the highly competitive US
market, which requires significant marketing investments to attract customers,
leading to many of its competitors losing money. This has led to Betsson having
a higher EBIT margin than, e.g. Kindred, who have tried to establish themselves
there. The market has rewarded this decision as Betsson's share price has
outperformed its peers. This shows that the Company's management, especially
Pontus Lindwall, makes long-term sustainable decisions & creates value for
Betsson & its shareholders, reflected in an ROE of 19.3% 2023E.

3) Strong growth in its B2B offer. Betsson’s strategy is to grow sustainably &
profitably. Another area for growth is its B2B segment, which today counts for
19.5% of the revenues. Betsson has made significant investments, both through
acquisition as well as in product & tech development, for its proprietary
sportsbook. The proprietary sportsbook & a growing B2B product offering
implies an EBIT-margin expansion from 16.9% 2022A to 18.8% 2024E. The
reason is 1) economies of scale & 2) less marketing expenses.

Events that has reflected the share price
SEK

The Netherlands
150 Strong revenue growth

changes its regulations

\

Entering Latin America

2022

Great result

A

Profit-warning Covid-19 —p

2013 2014
Source: Bloomberg

2015 2016 2017 2018 2019 2020 2021

LINC, Research & Analysis | See disclaimer at the end

Buy

Target price:
Current price:
Upside:

Analyst

Equity Research

David Holm

Market Data, SEK

Equity Analyst

Exchange Mid Cap Stockholm
Shares (mn) 138.4
MCAP (mn) 17,596
EV (mn) 16,600
Metrics & Drivers 22A 23E 24E
EV/EBIT 10.5x  10.0x 7.2x
EV/EBITDA 8.0x 7.5x 5.6x
EV/S 1.8x 1.5x 1.3x
P/E 9.0x  12.3x 8.7x
ND/EBITDA -0.4x  -0.6x  -0.8x
ROIC 15.8% 17.7% 21.3%
ROE 17.7% 19.3% 23.2%
Forecast, EURmn 22A 23E 24E
Total revenue 777 937 1,131
Rev. growth y/y 182% 19.9% 21.2%
Gross Profit 504 600 735
Gross Margin 64.9% 64.0% 65.0%
EBITDA 172 206 2706.4
EBITDA Margin 22.1% 22.0% 23.9%
EBIT 131 159 213
EBIT Margin 16.9% 16.9% 18.8%
Major Shareholders
Hamberg Forvaltning AB 18.2%
Lars Kling 14.1%
Knutsson Holings AB 12.0%
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Catalyst path

Betsson is undervalued against peers & in absolute value, given that the Company generates
strong cash flows & high returns. Betsson also operates in a digital & scalable sector, which
allows them to generate long-term returns & growth. The upside is motivated by these factors:

1) High CCR enables high R&D capacity resulting in above sector growth. Historically Betsson
has spent approximately 3-4% of revenues on R&D. The Company has an excellent financial
position with an ND/EBITDA of -0.4x & generates strong cash flows every year. FCF is expected
to grow with a CAGR of 18.6% from 2021A-2024E & a Cash Conversion Ratio of 96% 2023E.
With a good cash balance, Betsson can continue to strengthen its proprietary platform through
R&D, thereby increasing its B2B offer, which will 1) increase B2B market share & 2) increase
revenue & margins. Furthermore, Betsson can continue its dividend policy of 50% of net
earnings & even increase dividends.

2) New market could trigger share price. With a strong financial position & a history of
successful acquisitions, Betsson has the opportunity to grow further through acquisition. On a
leverage-free basis & with a historical multiple at 4x EBIT LTM, the Company has the financial
strength to increase EBIT by MEUR 103, a 48% expansion based on 2024E EBIT. An acquisition
in a new, regulated, market would also act as a trigger since it would diversify the regulatory
risk, which should be reflected with a multiple expansion.

3) Better experience increases active customers. Based on proprietary research, Betsson’s
platform is more user-friendly, creates a better gaming experience, & has a faster repayment
time than peers. This creates stickiness, in an otherwise industry where it is very easy to change
operators, between players & Betsson. This is reflected in active customer growth at a CAGR of
18.5% 2018A - 2024E. Stickiness with players, the Company can diminish their marketing
expenses, further strengthening the estimates of higher margins.

Valuation

Outperforming its peers deserves a multiple expansion. A
peer analysis has been conducted with five igaming
companies. Betsson is outperforming its peers in 1)
revenue growth & 2) EBIT margin, although Betsson is
smaller than the peer average regarding market value.
The Company is trading at an 83.2% discount to peer-
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market revenue streams. Betsson has historically traded
at 9.7 P/E, which implies a 36.3% discount with 2024E ¢
estimates. Although, Betsson should be valued higher
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average of 13.1 P/E 2024E. Despite that, Betsson should 10" W M M
be valued at a discount against peers since its revenues %\, VW ‘A WM LI’{H
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than its five-year average P/E because of 1) a better 4
geographical diversification & 2) more obtained licenses,
implying lower revenue risk. Therefore, Betsson should 2

be valued at P/E 11 & a 18-month TP of SEK 170.80, Apr-18 Apr-19 Apr-20
yielding an upside of 38.5% & an IRR of 24.3% Source: Bloomberg
Risk

Regulatory risk. Betsson’s operation has a high degree of regulatory risk. If the Company cannot
obtain or retain the necessary licenses. It could also become unlawful for Betsson to conduct its
business in one or more jurisdictions, with Turkey being the most significant risk. This will affect
Betsson’s revenue & operations negatively since revenue will be lost. However, the probability
of the risks occurring is low due to more regulated markets & a growing revenue vertical.
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Investment thesis in charts

Estimated revenue with a CAGR of 18.9% Cost of marketing doesn’t expand as fast as revenue
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Latin America strongest growing region with a CAGR of 63.9% from 2021A-2024E
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Valuation & Appendix

Valuation
P/E 2024E EV/EBIT 2024E

Financials
2021A - 2024E Revenue CAGR

Market Data (SEK)
Market Cap  Enterprise Value

Peer valuation

Company Name

EBIT Margin 2024E

OPAP SA 64,862 66,448 40.7% 29.7% 12.6 9.3
Playtech PLC 22,247 27,250 13.1% 16.9% 10.5 7.6
Kindred 29,180 28,636 3.2% 14.4% 12.6 10.7
Kambi 5,036 4,529 8.4% 17.5% 21.1 14.5
Angler Gaming 277 265 -7.8% 11.8% 8.5 6.1
Mean 24,320 25,426 11.5% 18.1% 13.1 9.6
Median 22,247 27,250 8.4% 16.9% 12.6 9.3
Betsson 15,186 14,460 19.2% 18.8% 7.1 6.0

Cash flow items

Total revenues 777 937 1,131 1,316 1,490 1,624 1,714 1,776 1,811
EBIT 131 159 213 261 298 326 346 359 366
Tax rate 7.9% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%
NOPAT 121 147 197 241 275 302 320 332 339
D&A 41 49 57 66 74 80 84 87 88
Change in NWC 4 -3 -11 -11 -10 -7 -5 -3 -2
CapEx -4 -5 -6 -7 -8 -9 -9 -10 -10
FCFF 161 187 237 289 331 365 389 405 415
Income statement

EURM 2021A 2022A 2023E 2024E 2025E
Revenues 658 777 937 1,131 1,316
Total 658 777 937 1,131 1,316
Cost of services provided -232 -273 -337 -396 -454
Gross profit 426 504 600 735 862
Gross margin 64.7% 64.9% 64.0% 65.0% 65.5%
Marketing expenses -113 -129 -141 -164 -188
Personnel expenses -95 -119 -141 -170 -197
Other external expenses -88 -106 -128 -155 -180
Capitalised development costs 25 24 36 44 51
Amortization & depreciation -36 -41 -47 -57 -66
Other operating income/expenses 0 -2 -21 -21 -21
Total operating expenses -308 -373 -441 -522 -602
EBIT 118 131 159 213 261
EBIT-margin 17.9% 16.9% 16.9% 18.8% 19.8%
Total net financial items -6 -7 -10 -10 -10
EBT 112 125 149 203 251
EBT-margin 17.0% 16.0% 15.9% 18.0% 19.0%
Income tax -8 -10 -11 -15 -19
Net earnings 104 115 138 188 232
Net margin 15.8% 14.8% 14.7% 16.6% 17.6%
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Appendix

Balance sheet

Assets

Intangible fixed assets 573 596 613 632 655 681 709 739 770 802
Property, plant & equipment 7 8 9 9 10 11 12 13 14 16
Right-of-use assets 21 18 18 18 18 18 18 18 18 18
Financial assets 24 20 20 20 20 20 20 20 20 20
Deffered tax receivables 1.1 8.1 8.1 8.1 8.1 8.1 8.1 8.1 8.1 8.1
Total non-current assets 626 650 667 687 711 738 767 798 830 863
Current receivables 176 200 217 248 278 306 327 342 352 357
Cash & cash equivalents 96 168 231 312 412 527 652 781 913 1047
Total current assets 272 369 448 560 690 833 979 1,122 1,265 1,405
Total assets 897 1,019 1,115 1,247 1,401 1,571 1,746 1,921 2,095 2,268

Equity & liabilities
Equity 569 648 715 809 925 1,058 1,205 1,360 1,521 1,686

Long-term liabilities

Deferred Tax Liabilities (Long-Term) 2 3 4 5 5 6 7 7 7 7
Bonds 0 99 99 0 99 99 0 99 99 0
Lease liabilities 14 10 10 10 10 10 10 10 10 10
Total long-term liabilities 16 112 113 15 115 115 17 116 117 18

Short-term liabilities

Current liabilities to credit institutions 0 0 0 0 0 0 0 0 0 0
Bonds 97 0 0 99 0 0 99 0 0 99
Other Current Liabilities 210 253 281 319 355 391 419 438 451 458
Lease liabilities 6 6 6 6 6 6 6 6 6 6
Total short-term liabilities 313 259 287 423 361 398 525 444 457 564
Total Equity & Liabilities 897 1,019 1,115 1,247 1,401 1,571 1,746 1,921 2,095 2,268
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Appendix

Cash Flow Analysis
Operating Activities

Results before tax 112 125 149 203 251 288 317 336 349 357
Adjustments for items not included in the cash flow

Depreciation & Amortization - CF 36 41 49 57 66 74 80 84 87 88
Stock Based Compensation 0 0 0 0 0 0 0 0 0 0
Foreign Exchange Gains/Losses -1 0 0 0 0 0 0 0 0 0
Other Non-Cash Items 2 5 0 0 0 0 0 0 0 0
Cash Paid For Taxes -6 -10 -11 -15 -19 -22 -24 -25 -26 -27
Total Cashflow From Ops Before Working Capital 143 161 187 246 298 340 373 395 410 418
Increase/Decrease In Trade & Other Receivables 2 -22 -18 -30 -29 -27 -21 -14 -10 -6
Change in Other Current Liabilities -2 39 29 37 37 36 28 19 13 7
Cash flow from Operating Activities 143 179 197 253 306 349 380 399 413 420

Investing Activities

Purchase of Intangibles Assets -29 -31 -54 -66 -76 -87 -94 -99 -103 -105
Capital Expenditures -3 -4 -5 -6 -7 -8 -9 -9 -10 -10
Acquisitions of shares in subsidiaries -39 -8 0 0 0 0 0 0 0 0
Other Investing Activities 0 -8 0 0 0 0 0 0 0 0
Cash flow from Investing Activities -72 -51 -60 -72 -84 -95 -103 -109 -113 -115

Financing Activities

Redemption program -50 -50 -69 -94 -116 -133 -146 -155 -161 -165
Increase In Borrowings 14 99 0 0 99 0 0 99 0 0
Decrease in Borrowings -21 -94 0 0 -99 0 0 -99 0 0
Leasing fees paid -6 -6 -6 -6 -6 -6 -6 -6 -6 -6
Proceeds From Exercise/Issuance of Warrants 0 2 0 0 0 0 0 0 0 0
Other Financing Activities 0 -4 0 0 0 0 0 0 0 0
Repurchase of Common Stock 0 0 0 0 0 0 0 0 0 0
Cash flow from Financing Activities -62 -55 -75 -100 -122 -139 -152 -161 -167 -171

Changes to cash & cash equivalents

Changes to cash & cash equivalents at beginning of period 86 96 168 231 312 412 527 652 781 913
Changes to cash & cash equivalents 9 73 63 81 100 115 124 129 133 134
Effect of Exchange Rates On Cash 0 0 0 0 0 0 0 0 0 0
Changes to cash & cash equivalents at end of period 96 168 231 312 412 527 652 781 913 1,047
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Disclaimer

Disclaimer

These analyses, documents and any other information originating from LINC Research & Analysis
(Henceforth “LINC R&A”) are created for information purposes only, for general dissipation and are not
intended to be advisory. The information in the analysis is based on sources, data and persons which
LINC R&A believes to be reliable. LINC R&A can never guarantee the accuracy of the information. The
forward-looking information found in this analysis are based on assumptions about the future, and are
therefore uncertain by nature and using information found in the analysis should therefore be done with
care. Furthermore, LINC R&A can never guarantee that the projections and forward-looking statements
will be fulfilled to any extent. This means that any investment decisions based on information from LINC
R&A, any employee or person related to LINC R&A are to be regarded to be made independently by the
investor. These analyses, documents and any other information derived from LINC R&A is intended to be
one of several tools involved in investment decisions regarding all forms of investments regardless of the
type of investment involved. Investors are urged to supplement with additional relevant data and
information, as well as consulting a financial adviser prior to any investment decision. LINC R&A disclaims
all liability for any loss or damage of any kind that may be based on the use of analyzes, documents and
any other information derived from LINC R&A.

Conflicts of interest and impartiality

To ensure LINC R&A’s independence, LINC R&A has established compliance rules for analysts. In
addition, all analysts have signed an agreement in which they are required to report any and all conflicts
of interest. These terms have been designed to ensure that COMMISSION DELEGATED REGULATION (EU)
2016/958 of 9 March 2016, supplementing Regulation (EU) No 596/2014 of the European Parliament and
of the Council with regard to regulatory technical standards for the technical arrangements for objective
presentation of investment recommendations or other information recommending or suggesting an
investment strategy and for disclosure of particular interests or indications of conflicts of interest.

Other

This analysis is copyright protected by law © BORSGRUPPEN VID LUNDS UNIVERSITET (1991-2023).
Sharing, dissemination or equivalent action to a third party is permitted provided that the analysis is
shared unchanged.



