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Trakm8 Holdings plc (TRAK.L)
H2 demonstrating benefits of H1 actions

Interims from Trakm8 Holdings plc (TRAK.L), the global telematics and data insight
provider, in line with FY23 expected to be H2 weighted due to software renewal timings
and ongoing connected base growth. This resulted in adj. EBIT losses (£0.8m) in H1 but
we expect these will be reversed in H2. There were also one-off costs associated with
September’s strategic refocus on the Insurance, Automotive and Optimisation sectors,
and enterprise sales where management see major growth potential. This streamlining
should reduce annual overheads by c. £2.4m with a £0.9m one-off charge, partially
financed by a new £1.6m convertible loan note from existing shareholders. As set out in
June’s initiation, TRAK has a substantial installed base, >50% recurring revenue and
products proven to increase productivity/efficiency and tap into the rise of usage-based
insurance. H2 has started well with good performance in October and November. No
change to P&L forecasts and fair value of 38p/share, equivalent to 3.6x FY24 EV/EBITDA.

Financial performance: H1 revenue flat at £9.0m with recurring revenue +6% to £5.1m.
Insurance and Automotive revenue +26% to £4.2m while Fleet and Optimisation reduced
15% to £4.8m. Software revenue reduced significantly (£0.2m vs £1.0m), reflecting the
timing of renewals, and this contributed to lower GM (58% vs 65%). Total operating costs
increased £0.8m to £6.1m, mainly a result of reduced furlough support (£0.4m) and higher
real estate and IT costs (£0.3m). On top of this, exceptional costs were £1.3m, including
the strategic refocus costs (£0.9m) and hardware supply chain costs (£0.2m). As a result,
adj. PBT swung £1.5m to a loss of £1.1m. Cash collection was good (operating cashflow
+65% to £1.4m) and net debt reduced £0.7m to £4.7m.

Operational performance: During H1, new Insurance units sales increased 118% to 90k
whilst new Fleet unit sales decreased 9% to 8k. Insurance unit sales growth reflects the
ongoing shift towards usage-based insurance products (Pay as You Drive) with several new
services announced/launched during 2022 e.g. in July, TRAK announced a contract with
Love Your Miles to provide devices, a custom app and platform services. Total connection
increased 13% during H1 to 299k (Insurance +16% to 225k and Fleet connections +4% to
74k, reflecting lower attrition). Management expects significant H2 growth in the number
of connections driving recurring revenue as customers look to capitalise on the data
provided by TRAK’s devices to increase efficiency and performance.

Outlook: In September, TRAK refocused resources on the Insurance, Automotive and
Optimisation where it sees the main growth opportunities. As part of this, it has
significantly reduced overheads (c. £2.4m annualised). These savings also came from the
completion of the Trakm8 Insight platform development phase and the hardware
platform refresh to address component availability challenges. H2 has started well with
substantial improvement reported in October and November’s performance.

|
Year End: March 31

(£'000) 2020A 2021A 2022A 2023E 2024E
REVENUE 19,550 15,961 18,111 21,162 23,981
ADJ. EBITDA 3,075 2,883 3,424 4,283 6,040
ADJ. PBT 224 342 3 313 1,870
ADJ. EPS (p) 0.28 0.07 0.41 1.83 4.54
NET CASH/(DEBT) (5,445) (4,300) (4,966) (6,506) (2,943)
EV/REVENUE (x) 0.6 0.7 0.6 0.6 0.4
EV/EBITDA (x) 4.0 3.8 3.4 3.1 1.6

Source: Company; Allenby Capital. Allenby Capital acts as Nomad & Broker to Trakm8 Holdings plc (TRAK.L).

Please refer to the last page of this communication for all required disclosures and risk
warnings.


https://www.allenbycapital.com/client/trakm8-holdings-plc/

Allenby Capital
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Exhibit 1: Summary income statement

Year End March FY 2020A FY 2021A FY 2022A FY 2023E FY 2024E
Connections 245 254 264 364 460
Revenue 19,550 15,961 18,111 21,162 23,981
YoY Growth 2% -18% 13% 17% 13%
Cost of sales (7,991) (6,643) (7,004) (9,015) (9,472)
Gross profit 11,559 9,318 11,107 12,147 14,508
Gross margin 59.1% 58.4% 61.3% 57.4% 60.5%
Other income 364 194 13 16 -
Total operating expenses (11,562) (9,391) (10,180) (11,339) (12,093)
YoY growth -1% -19% 8% 11% 7%
Reported operating (Loss)/Profit (1,299) (1,415) 359 (692) 2,415
Adjustments

Share based payments (185) (183) 443 (75) (75)
Exceptional items (1,296) (1,342) (568) (1,500) -
Operating (loss)/Profit before Exceptional ltems 182 110 484 883 2,490
Amortisation (2,194) (1,992) (2,134) (2,400) (2,600)
Depreciation (699) (781) (806) (1,000) (950)
Adj. EBITDA 3,075 2,883 3,424 4,283 6,040
Adj. EBITDA margin 15.7% 18.1% 18.9% 20.2% 25.2%
Reported EBITDA 1,594 1,358 3,299 2,708 5,965
Net interest (406) (452) (481) (570) (620)
Adj. profit before tax (224) (342) 3 313 1,870
PBT margin NEG NEG N/A 1.5% 7.8%
Profit before tax (reported) (1,705) (1,867) (122) (1,262) 1,795
Tax 612 630 309 600 400
Adj. profit after tax 142 33 204 913 2,270
Adj. PAT margin 0.7% 0.2% 1.1% 4.3% 9.5%
Reported profit after tax (1,093) (1,237) 187 (662) 2,195
Loss for the year (1,100) (1,240) 197 (662) 2,195
Shares in issue (basic and diluted) 50,004 50,004 50,004 50,004 50,004
Earnings per share (basic and diluted) (p) (2.2) (2.5) 0.4 (1.3) 4.4
Adj. earnings per share (p) 0.3 0.1 0.4 1.8 4.5

Source: Company; Allenby Capital
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Exhibit 2: Summary balance sheet

Year End March FY 2020A FY 2021A FY 2022A FY 2023E FY 2024E
Assets

Non-current assets

Intangible assets 21,997 22,187 23,012 22,512 21,112
Property, plant and equipment 717 891 803 653 503
Total non-current assets 25,759 25,640 25,874 24,995 23,145
Current assets

Inventories 2,043 1,409 1,322 1,565 1,708
Trade and other receivables 7,854 6,679 7,888 8,291 8,673
Corporation tax receivable 863 690 709 500 500
Cash and cash equivalents 1,665 2,370 1,004 -69 2,494
Total current assets 12,425 11,148 10,923 10,287 13,375
Total assets 38,184 36,788 36,797 35,282 36,520
Current liabilities

Trade and other payables (6,180) (5,417) (7,465) (7,189) (8,147)
Right of use liability (656) (680) (612) (612) (230)
Provisions (27) (27) (27) (27) (27)
Total current liabilities (7,988) (6,979) (9,219) (8,943) (9,519)
Net current liabilities 4,437 4,169 1,704 1,344 3,856
Non-current liabilities

Borrowings (5,675) (5,815) (4,855) (5,322) (4,322)
Right of use liability (2,162) (1,767) (1,367) (1,697) (477)
Total non-current liabilities (9,017) (9,687) (7,702) (8,179) (5,899)
Total liabilities (17,005) (16,666) (16,921) (17,122) (15,418)
Net assets 21,179 20,122 19,876 18,160 21,102

Source: Company; Allenby Capital
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Exhibit 3: Summary cashflow

Year End March FY 2020A FY 2021A FY 2022A FY 2023E FY 2024E
Loss before taxation (1,705) (1,867) (122) (1,362) 1,795
Adjustments for:

Depreciation 699 781 806 600 600
Net bank and other interest 406 452 481 600 650
Exceptional costs - 1,342 568 1,600 -
Amortisation of intangible assets 2,194 1,992 2,134 2,400 2,600
Exchange rate movement (7) (3) 10 - -
Share based payments 185 183 (443) 75 75
Operating profit before movements in working capital 1,772 3,198 3,697 4,001 5,720
(Increase)/decrease in inventories 693 634 87 (243) (143)
Decrease / (increase) in trade and other receivables 589 1,166 (1,186) (403) (382)
Increase / (decrease) in trade and other payables (21) 70 1,128 (276) 958
Cash flow from operations before exceptional costs 3,075 5,101 3,648 3,100 6,153
Interest received 12 78 67 30 30
Income taxes received 1,028 865 663 600 400
Net cash flow from operations 4,115 4,702 3,810 2,130 6,583
Purchase of property, plant and equipment (20) (330) (420) (450) (450)
Purchase of software (23) (47) (48) (50) (50)
Proceeds from sale of property - - 125 - -
Capitalised development costs (3,156) (2,290) (2,911) (1,900) (1,200)
Net cash flow from investing activities (3,199) (2,667) (3,254) (2,400) (1,700)
Increase in loans 2,000 5,212 (5) 1,567 -
Repayment of loans (1,440) (5,379) (743) (1,100) (1,000)
Repayment of obligations under lease agreements (630) (670) (674) (670) (670)
Net cash flow from financing activities (456) (1,330) (1,922) (803) (2,320)
Net increase / (decrease) in cash and cash equivalents 460 705 (1,366) (1,073) 2,563
Cash and cash equivalents at beginning of period 1,205 1,665 2,370 1,004 (69)
Cash and cash equivalents at end of period 1,665 2,370 1,004 (69) 2,494
Net cash (5,445) (4,300) (4,966) (6,506) (2,943)

Source: Company; Allenby Capital
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Disclaimer

Allenby Capital Limited (“Allenby”) is incorporated in England no. 6706681; is authorised and regulated by the Financial Conduct
Authority (“FCA”) (FRN: 489795) and is a member of the London Stock Exchange. This communication is for information only it should
not be regarded as an offer or solicitation to buy the securities or other instruments mentioned in it. It is a marketing communication
and non-independent research and has not been prepared in accordance with the legal requirements designed to promote the
independence of investment research, and is not subject to any prohibition on dealing ahead of the dissemination of investment
research. The cost of Allenby research product on independent companies is paid for by research clients.

This communication is for the use of intended recipients only and only for distribution to investment professionals as that term is
defined in article 19(5) of The Financial Services and Markets Act 2000 (Financial Promotion) Order 2005. Its contents are not directed
at, may not be suitable for and should not be relied upon by anyone who is not an investment professional including retail clients. Any
such persons should seek professional advice before investing.For the purposes of this communication Allenby is not acting for you, will
not treat you as a client, will not be responsible for providing you with the protections afforded to clients, and is not advising you on
the relevant transaction or stock. This communication or any part of it do not form the basis of and should not be relied upon in
connection with any contract.

Allenby uses reasonable efforts to obtain information from sources which it believes to be reliable.The communication has been
prepared without any substantive analysis undertaken into the companies concerned or their securities, and it has not been
independently verified.No representation or warranty, express or implied is made, or responsibility of any kind accepted by Allenby its
directors or employees as to the accuracy or completeness of any information in this communication.Opinions expressed are our
current opinions as of the date appearing on this material only and are subject to change without notice. There is no regular update
series for research issued by Allenby.

No recommendation is being made to you; the securities referred to may not be suitable for you and this communication should not be
relied upon in substitution for the exercise of independent judgement.Neither past performance or forecasts are a reliable indication of
future performance and investors may realise losses on any investment.Allenby shall not be liable for any direct or indirect damages
including lost profits arising from the information contained in this communication.

Allenby and any company or persons connected with it, including its officers, directors and employees may have a position or holding
in any investment mentioned in this document or a related investment and may from time to time dispose of any such security or
instrument.Allenby may have been a manager in the underwriting or placement of securities in this communication within the last 12
months, have received compensation for investment services from such companies within the last 12 months, or expect to receive or
may intend to seek compensation for investment services from such companies within the next 3 months.Accordingly, recipients
should not rely on this communication as being impartial and information may be known to Allenby or persons connected with it which
is not reflected in this communication. Allenby has a policy in relation to management of conflicts of interest which is available upon
request.

This communication is supplied to you solely for your information and may not be reproduced or redistributed to any other person or
published in whole or part for any purpose. It is not intended for distribution or use outside the European Economic Area except in
circumstances mentioned below in relation to the United States.This communication is not directed to you if Allenby is prohibited or
restricted by any legislation or registration in any jurisdiction from making it available to you and persons into whose possession this
communication comes should inform themselves and observe any such restrictions.

Allenby may distribute research in reliance on Rule 15a-6(a)(2) of the Securities and Exchange Act 1934 to persons that are major US
institutional investors, however, transactions in any securities must be effected through a US registered broker-dealer. Any failure to
comply with this restriction may constitute a violation of the relevant country’s laws for which Allenby does not accept liability.

By accepting this communication, you agree that you have read the above disclaimer and to be bound by the foregoing limitations and
restrictions.

David Johnson is the author of this research and is employed by Allenby Capital Limited as an Equity Analyst. Unless otherwise stated,
the share prices used in this publication are taken at the close of business for the day prior to the date of publication. Information on
research methodologies and disclosure in relation to interests or conflicts of interests can be found at www.allenbycapital.com. Allenby
Capital acts as Nomad and broker to Trakm8 Holdings Group plc.

Allenby Capital, 5 St Helen’s Place London EC3A 6AB, +44 (0)20 3328 5656, www.allenbycapital.com



