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|Ideal positioning makes Shelly
weatherproof

Earnings/sales releases - 14/11/2023

Shelly announced 9M profitability figures ahead of expectations and looks
on track to achieve its ambitious 2023 guidance. Optimization of the supply
chain was key to reducing costs while its smart positioning in good-value-
for-money products helped the company gain market share in a difficult
market environment. Finally, the strategy update provided by the company
gives us confidence in our positive stance on the stock.

Fact

Sales increased by 49.3% from BGN 57.9m to BGN 86.3m, as announced a
month ago

The EBIT grew by 68.6% from BGN 13.7m to BGN 23.2m, which is ahead of the
FY 23 guidance of at least 63.5% growth to EUR 17m (representing BGN 33.3m)
thanks to supply chain and product portfolio optimizations that more than offset
cost increases.

The net profit increased by 65.6% from BGN 11.7m to BGN 19.4m

The Shelly app is driving cloud user base growth of 62.5% to 1.1m (9M 22: 677Kk)
The company also announced that it will change its legal form from a joint-stock
company registered in Bulgaria to a European company. We also learned the
current Chairman, Mr. Gregor Bieler, will step down to be replaced by Cristoph
Vilanek from January 1, 2024 until January 2026.

The guidance for the FY23 and the outlook for 2026 were confirmed

Analysis

Ideal positioning in a difficult market environment

Geographically, the picture did not change much compared to the half-year, with
the DACH area leading the way and the other areas performing well except for
ROW non-focus countries. The company chose not to its increase prices,
something that was enabled notably by smart chip buying in the current downturn,
enabling the firm to gain market share against the suffering competitors. This was
particularly effective in affected markets like Northern Europe. To stimulate growth
in the US, the company is developing its range of Z-wave products thanks to the
acquisition of qubino, the technology the most used in the country (Shelly
products are based on Wi-Fi technology).

The premium version of the Shelly app looks promising with the management
stressing the low churn rate among the first users exhausting their 3 months free
trial, even though it is still too soon to know if the trend will continue and have a
material impact in the future. We should have a better understanding on the
subject in 2024 but, in the meantime, strong user base growth should provide a
fertile ground.

The EBIT margin improvement to 26.9% (H1 23: 24.9%), which was ahead of the
23% guidance, will not be sustained into the Q4 23 because of aggressive
marketing notably for the Black Friday period. The company benefitted especially
from lower logistics costs as well as lower custom clearances. As we have already
mentioned previously, the most important quarter for Shelly is the Q4, which will be
key to the achievement of the guidance.

Increase desirability for Western investors
The company is trying to increase its appeal for Western investors, notably by
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announcing a change in legal form from a joint-stock company registered in
Bulgaria (AD) to a European company (SE), which is more widely known but does
not change a lot in terms of rigour.

Moreover, the company has established a plan B in the event of a deterioration of
the situation in China which could disrupt the factories producing Shelly products.
The company said that it could switch to Vietham rapidly, where it already
produces its new chips.

These developments could trigger new demand for Shelly shares should the stock
be listed on XETRA.

Promising outlook

The FY2023 guidance was confirmed and the management appears confident that
a well-prepared Black Friday season will be a success. The company will release
its gen 3 products after this period to avoid cannibalization and lower margins on
older products. Gen 4 products should follow in 2025.

The company wants to move from a hardware and software brand towards a
platform for IOT devices, which could be achieved by developing modules to
connect bigger appliances (oven, fridges, etc.). The company said that it is
receiving a lot of invitation from other companies to partner, like Amazon that
would like to integrate more Shelly products for Alexa. The company sees bigger
B2B potential in the monitoring of energy consumption which is necessary for
ESG reporting.

The company has access to a lot of data regarding the use of their products —
energy consumption, etc. — and evoked the possibility that this data could be
monetized at some point in the future. However, for the moment, the company
prefers to concentrate on the numerous projects that are already underway which
should be sufficient to drive growth.

We view all these developments as promising in terms of supporting the
company’s €200m revenue target for 2026.

Impact

We expect only marginal changes to our estimates given the confirmation of the
guidance, but we are even more confident in our positive stance on the stock
given the company’s growth pipeline.
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CISA.

Notice to Recipients in Taiwan

None of AlphaValue or any of the Group Companies is licensed by the Financial Supervisory Commission ("FSC") of Taiwan to conduct the securities advisory or
consulting business in Taiwan, The distribution of this Research Document from the jurisdiction outside of Taiwan has not been registered with or approved by the
FSC. Neither this Research Document nor the information contained in it is an offer or is intended to be an offer to make with any person, or to induce or attempt to
induce any person to enter into or to offer (or intent to offer) to enter into any agreement for or with a view to acquiring, disposing of, subscribing for or underwriting
securities.

Notice to Recipients in the United Kingdom

This communication is directed to persons in the United Kingdom who (i) are reasonably believed to be such persons as are described in Article 19 (“investment
professionals") or Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations, etc.") of the United Kingdom Financial Services and Markets Act
2000 (Financial Promotion) Order 2005 or (ii) are persons to whom it may otherwise lawfully be communicated (all such persons together being referred to as
"relevant persons"). Persons who are not relevant persons may not act upon or rely on the information contained in this communication. Any investment or
investment activity to which this communication relates is available only to relevant persons and will be engaged in only with relevant persons.

Notice to Recipients in the United States

This Research Document has been prepared outside the United States by AlphaValue. Neither AlphaValue nor any Group Company is registered with the U.S.
Securities and Exchange Commission as a broker-dealer in the United States or a member of the Financial Institutions Regulatory Authority ("FINRA"). Baader
Helvea Inc. (a Group Company that is a registered U.S. broker-dealer and a member of FINRA) did not contribute to the preparation of this Research Document. This
Research Document has been prepared and reviewed by research analysts employed by AlphaValue, who are not associated persons or employees of Baader
Helvea Inc., are not registered or qualified as research analysts with FINRA, and are not subject to FINRA rules.

This Research Document may be distributed in the United States by a Group Company only to "major US institutional investors" (as defined in, and pursuant to the
exemption provided by, Rule 15a-6 under the U.S. Securities Exchange Act of 1934). Neither any such Group Company nor any major US institutional investor
receiving this Research Document may distribute it to any other person in the United States.

Regardless of whether this Research Document is distributed by another Group Company or by Baader Helvea Inc., orders utilizing the services of Group Companies
for the purchase or sale of the securities that are the subject of this Research Document may be given only to Baader Helvea Inc.

Other Jurisdictions

The distribution of this Research Document in any other jurisdiction may be restricted by law, and persons into whose possession this Research Document comes
should inform themselves about, and observe, any such restrictions. This Research Document is not directed to, or intended for distribution to or use by, any person
or entity that is a citizen or resident of, or located in, any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.



