Shelly Group SE

Telecom Equipt. / Bulgaria

Shelly continues to deliver

Earnings/sales releases - 15/05/2025

Shelly published good profitability and cash flow figures for the start of the
year and confirmed its guidance. We are not worried despite the rather soft
start, given that it was above the guidance given for Q1 and that growth
should accelerate during the year. Our confidence also lies in the strong
track record that Shelly continues to build. We thus reiterate our positive
recommendation on this formidable growth story.

Fact

As disclosed a month ago, sales grew by 29% yoy to BGN 51.8m. This means the
company is below its ambitious 2025 guidance of a ¢.41% growth to BGN 293m at
mid-point (BGN 284-303m), but above its guidance for Q1 25 (25%).

EBIT grew by 23.0% to BGN 13m, implying a 25.2% EBIT margin, which is ahead
of the 25% objective for FY 25.

Net profit also increased significantly by 23.6% to BGN 5.6m.

OCF increased significantly to BGN 8m compared to BGN 0.4m last year due to a
decrease in inventories and receivables, as previously announced, as well as
optimised procurements. Meanwhile, Q1 24 was marked by an increase in
inventories and receivables. Cash and cash equivalents consequently increased
significantly (BGN 32.7m, +19.6% qgoq).

The guidance was confirmed for 2025 and 2026.

Analysis

A “slow” but good start to the year

Despite the deceleration of growth recorded in Q1 25, it remains above the
industry average at a strong double-digit, driven by new distribution channels (to
target professionals notably), new products and geographic expansion. The group
had to face tough macroeconomic conditions in its core region DACH (46.7% of
sales) with a growth of “only” 19.1% to BGN 25m. However, the performance
remained strong in the Rest of Europe (+41% to BGN 22.9m, 45.6% of sales)
driven by ltaly & Nordics, as well as for the Rest of the World (+34.6% to BGN
3.9m, 7.7% of sales).

The premium app is also showing promising signs, with the number of users
growing by 134% to 28.6k, even if the company is not aggressive on the
conversion rate from free to premium. The contribution to results should remain
marginal in 2025 with BGN 1.96m expected but could grow rapidly afterwards, with
BGN 4.9m expected in 2026.

The slight decline in the EBIT margin compared to last year (25.2% vs 26.4%)
was expected given that a level above 25% is seen as abnormal by the company,
as it would mean that it is not “investing” enough to accelerate growth further. The
delta is explained by the more than 4x increase in marketing spending (trade
shows particularly) seen last year that has been kept intact.

Well-executed working capital management

The company promised that it would reduce the working capital drag on its cash
flow stemming from relatively high levels of inventory thanks to the deployment of
SAP, as well as relatively high levels of receivables due to dependence on
Amazon and its unattractive payment policy. The company delivered on both with
the successful deployment of SAP in time at the end of 2024 as well as the
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diversification of distribution channels, thus further solidifying its track record.

Unchanged outlook

The company did not change its ambitious outlook despite the rather soft start
given it is still early days to draw conclusions on the FY performance, which is
traditionally heavily skewed towards Q4 with an accelerating trend expected. For
Q2 25, the group still expects a growth rate of +30% that should be supported by
smart locks notably, which have been well received by customers.

The shift to the newer generation of products (gen 4) is also a driver of growth as
it enables the company to maintain its edge over competition, owing to the
practical small format of its products or its higher number of functionalities, while
at the same time still offering attractive prices compared to premium brands such
as Bosch (at least half of the price).

The group should also further improve its working capital ratio as there is still
leeway in inventory reduction and payment terms negotiation notably.

Finally, the group considers the tariffs as irrelevant given its small presence in the
us.

Impact

We will not change our estimates given that the outlook was reiterated.



Sales by Geography Valuation Summary
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Per Share Data + Provisions BGNM 0.33 0.00 0.00
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EV/EBITDA(R) X 23.6 18.9 13.2
EV/Sales X 5.65 4.62 3.32

Analyst : Alexandre Desprez, Chanaes to Forecasts : 09/04/2025.
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