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CANALYST NEWSLETTER: O1 LESSONS AND SECRET WEAPONS

Can you believe it’s already April and almost earnings season again? The time between Q1 and Q2 seasons doesn’t give you much of a break,
but we’re hoping to make it easier for you with some actionable insight into Q1 and a few secret weapons to make Q2 a success. Read on...

—

EARNINGS ANALYSIS ShUttEfSt k

Investors did not treat Shutterstock [NYSE:SSTK] shares well after fourth quarter 2016 earnings were released in late February.
Shares plunged 20% over the course of the following week, due to missing management’s FY2016 estimates and weaker-than-
expected guidance.

Could having access to the Canalyst model database have helped your analysis in predicting this?
Table One — Using Canalyst Inputs to Back into Management Guidance

FY2012 FY2013 FY2014 Q1-2015 Q2-2015 Q3-2015 Q4-2015 FY2015 Q1-2016 Q2-2016 Q3-2016 | Q4-2016 al
Shutterstock Downloads Analysis

A BOP Images in collection, mm 17.4 " 23.3 " 32.2 46.8 516 57.2 63.7 i 46.8 714 B1.0 92.1
B Net Additional, mm 5.9 8.9 14.6 4.8 5.6 6.5 7.7 24.6 9.6 i 10.6
A+B=C EOF Images in collection, mm 233 322 46.8 516 572 63.7 714 714 B10 921 102.7
(A+C)/2=D Average Images in collection, mm 204 278 39.5 49.2 54.4 60.5 67.6 59.1 76.2 B6.6 97.4
F/D=E Image Utilization, downloads/image 37x 36x 32x 27 x 26x 25x 24x 25x 22x 20x 17x 17x
F Paid Downloads, mm 76.0 100.2 1259 334 359 381 398 1472 412 434 412 46.2
HIF=G Revenue/Download, S § 223 § 235 § 251 S 292 5 291 & 282 S 291 § 280 S 283 S5 287 § 299]¢s 305 8
H Total Revenue, mm 169.6 235.5 328.0 97.5 104.4 107.3 116.0 425.1 116.7 124.4 123.1 140.9

Shutterstock provided guidance for FY2016 revenue of between $495-$510m. Before earnings, a Canalyst user would first alter
the red input cells for Q4 in order to “solve” for the given outlook. From this exercise, it appeared that to hit management’s
midrange figures, many drivers needed to be “above trend” all-time high image database additions (B), Revenue/Download
(G) figures breaking $3.00 for the first time, and perhaps more notably, flat image utilization as depicted by Canalyst’s Image
Utilization (E) metric, calculated by dividing that period’s paid downloads by the average number of images in the database.

It was important to note that Shutterstock’s image utilization had been on decline since the company’s inception, and has
continuously declined quarter-over-quarter for the past five years.

Table Two — Actual Results

FY2012  FY2013  FY2014  FY2015 Ql1-2016 Q2-2016 Q3-2016 Q4-2016  FY2016

Shutterstock Downloads Analysis

BOP Images in collection, mm 174 23.3 32.2 45.8 714 81.0 821 02.7 714
Mat Additional, mm 59 gs 146 246 86 11.1 0.6 135 448
EQP Images in collection, mm 233 32.2 46.8 714 B1.0 92 102.7 116.2 116.2
Average Images in collection, mm 204 27.8B 39.5 59.1 76.2 B6.6 97.4 109.5 938
Image Utilization, downloads/image 37x 36x 32x 25x 22x 20x 1.7x 1.5x 1.8x
Paid Downloads, mm 76.0 100.2 1259 147.2 41.2 434 41.2 421 167.9
Revenue/Download, § § 223 § 235 & 26K1 & 2B9 S5 283 & 287 % 299 % 309 5 294
Total Revenue, mm 169.6 235.5 328.0 425.1 116.7 124.4 123.1 130.2 494.3

Looking at the actual results, while image growth and Revenue/Download came roughly in line with estimates, it is clear that
the market had not been pricing in falling image utilization rates.

As a reminder, Canalyst has no view on particular securities as buys or sells, but is a useful tool for testing your assumptions vs.

the Street, and helping you decide which key metrics to focus your limited time on evaluating.
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COMPANY PROFILE THE EASTERN COMPANY

In this segment, we profile an unfollowed company from the hundreds of models we provide with zero sellside coverage. As a
reminder, Canalyst does not provide buy or sell recommendations, and this profile is simply intended to highlight how quickly
you could get up to speed on a new name.

The ~$150 million market cap The Eastern Company [NASDAQ: EML] is this quarter’s highlight.

As background, The Eastern Company manufactures locking and latch mechanisms for electronic equipment and vehicles
through its various subsidiaries. They also manufacture anchoring devices for use in coal mines, as well as iron castings.

The 158 year old industrial company has generated consistent revenues for the past decade, and has only recently seen activist
investor activity from Barington Capital, who owns 5.2% of the company. With the recent retirement and passing of Eastern’s
longtime CEO and Chairman of the Board Leonard Leganza, Barington Capital CEO James Mitarotonda was appointed to
Chairman of the Board, bringing with him Barington senior advisor August Vlak as the new CEO.

Looking to spark new growth for the company, the new management team just recently announced the acquisition of Velvac for
$39.5 million, representing Eastern’s largest acquisition yet. Velvac manufactures vision systems for heavy-duty vehicles, and the

acquisition is expected to be accretive to earnings in fiscal 2018.

Segment margins and revenue growth is summarized below with a snapshot from our model.
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Canalyst’s full summary page of The Eastern Company can be found here. These summary pages allow you to quickly look
through a company’s capitalization, operational data, GAAP and Non-GAAP financials, margins, valuation metrics and more.

Summary pages in Canalyst models are directly linked to the fully functional financial model itself. For The Eastern Company,
this allows you to forecast the company’s future earnings as well as the Velvac acquisition, and view the results in one concise
summarized spreadsheet.

The Eastern Cﬂmpany Dot Dol Decll  Decl?  Decldd Decld  Decl5 Decl6 | Decl? Declf  Decd  Decdl  Decdl
Hcp-orli. . FYI009  FY20L0  FYZ011  FY201Z  FYZ013  FYZ0N4  FY2005  PY2006 | FYZ007  FYZ018  FYZ01S  FY2020  FY2021
Suek Price - Average Tagphe 33> Awerape % 1385 % 14493 £ 1877 % 1R69 % 1677 5 1640 5 1822 5 17995 2550 & 250 5 2550 4 X550 5 2550
Adjusted Shaes Qutstanding - WAD 6.2 .2 §.2 6.2 .2 .2 .2 .3 .3 .3 .3 .3 6.3
Market Cap - Awerage BB 9.4 18,7 118.5 104.6 102.3 118.8 112.5 159.5 159.5 159.5 159.5 1595
Cash 167 122 111 185 20,0 158 178 227 19.8) 0.4 114 226 34,0
Dokt 11.4 45 1 75 1 43 33 18 1.8 18 18 18 18
Bt PV Companints - - - - . - . . . . . . .
Entenprise Vakue « Average B1.1 Ba.7 112.3 105.5 90,7 0.8 99,2 L5 1711 160.8 1499 1387 127.3
Company-Saeeific Operational Data
Indhustrial Hardware Revenue, mm 500 575 661 T3 604 58.7 1.3 611 116.0 118.3 1207 1231 125.6
Security Products Rewe 420 5. LET 501 8= w4 56,5 57.3 S50 607 62.0 63.2 4.5
Metal Preducts Revense, mm 2007 67 28 35.1 33.3 328 66 19.3 19,1 18.5 18.7 18.5 18.3
Tatal Revens, mm 112.7 180.1 142.8 1575 142.8 140.8 1446 1174 1841 1880 3014 3048 208 4
Het Revenan 112.7 1301 142.9 157.5 1425 140.8 144.6 137.6 1941 1980 201.4 2048 2084
O {ad], fnr DAA) 874 95 1118 120.7 1085 104.9 1083 495 1426 1419 144.3 146.8 1493
SGEA (ad]. lor 385 17.0 181 156 195 187 20.7 2.3 5.0 3.2 55.2 55.2 5.8 565
EBITDR 7.7 125 124 17.0 14.2 15.2 120 15.1 18.2 0.9 119 12 G
1% o0 o0 o0 o0 0.0 o0 0.1 0.1 0.2 0.2 0.2 0.2 0.2
nRA 41 15 1T 24 18 15 18 iR a0 4.0 a0 4.0 4.0
Infarest expense 1.7 0.3 0.2 0.4 0.3 0.3 0.2 0.1 0.1 0.1 0.1 0.1 0.1
Other Ibems (03] [0.0) {0.0) .0 [%1] [0.1) {021 {0.2) 2.0 . - .
BT 1.9 B2 3 13.2 10.1 115 B0 11.2 119 16.6 176 17.49 183
Tax [EL] .7 10 1.6 3.2 319 23 34 3.6 50 53 54 55
Discantmued Uperations - . . . . . . . . . . . .
Mt Income oo HC
_ PFrofornd wtock dividends - - B - - - . - - - - * *
Het Income from Conkinwed Operation 1.0 55 55 B.E 6.9 1.7 57 1.8 BA 116 13 1r5 1.8
GAARP EPS $ 017 % 050 % 089 5 138 5 111 5 123 5 092 % 1s0% 134 5 18 $ 197 5 201 5 205

Addjusted EBITDA (Mo Adjustments) nr 125 134 1.0 14.2 15.2 120 151 182 0.9 118 1ri L
Agdjusied Net Income e 5.5 5.5 B.h by .y 5T T.E B.A 1.6 1.8 1.5 1.8
Adjusred Earndngs Per Share - WAD £ 0.17 % 090 % 0.83 % 138 § 111 % 123 % 09z & 12505 134 % 186 % 147 & 201 5 2.05

Margin Anabrsis

LGS Margn, % [ad). for DEA] Te.0% Too% % To % s M.5% M.T% FLI% 5% TLTR 1.T% 1.7 7T1.E%
SGRA Margin, ¥ {adj. far SRC) 15.1% 13.9% 130 12 6% 139% 14T L6 & 6T 17.1% 17.68% 17.5% 17.5% 17.5%
FRITON Margin, % 6B GEN B.7% L0.8% Lih0r 10.8% 3% 11.0% 9.4% 10.5% 10.9% L0.8% 10.8%
Madjusied LBITOA Margen, % - [No Adusiments) BEN AN BT 187 1007 1% 3% 11.0% 9.9% 10.5% 10.9% 10.8% 10.8%
| cash FlowAnabyels |
Operating Cash Florer bedore WE 57 103 111 133 11.5 111 112 12.9 125 158 16.5 16.7 170
LCapss [2.2] [4.7] {3.4] {4.2] .= (3. (2.5 §2.9] §2.8] §2.8] {2.8) §2.8) §2.81
Core FCF, Pre Diw 3.5 5.6 .7 21 b0 .3 BB 10.0 2.7 13.0 13.7 139 142
Diiviend Paid 23 33 23 (3.11 [2.6) (300 [2.8) {2.8) {2.8) 2.8) (2.8) {2.8) {2.8)
Core FCF, Post Div 14 14 [E] 6.0 LK 4.5 5.8 1. 1.0 1.2 10.9 11.2 114
" . . . . . {5.00 . . (59,5 . . .
(] oo oo oo ol o (1)
7 1 B7 o1 LE]] k] 25 (o5
Mew Equily |ssuance Lo or o =¥ | oo &3 - =
Maw Debt Bsuance [2.2] (.o 3 ng (1.4) {1.8) {1.1] {1.4)
Oehaer Inems 0l ol 0o 03 (0.3 (0.4) [0.8) {0.5)
Thange in Cath Pasiian 14 {4.5) 1.1) 1.3 1.5 (a.2) .0 4.9 {12.5) 10.2 109 11.2 11.4
Dperating Cagh Flow Per Shane ] 0.9z 5 157 % 173 % T.1a % 184 % 178 5 1.79 5 A o0 % 253 % Tea 5 68 5 rL72
Core Free Cash Flow Per Share, Pre Div 1 058 § 090 5 1.24 & 146 % 095 5 1.200 & 138 & 160005 155 & 208 & 219 % 223 % 227
Bividend Per Share 5 0.8 % 082 % 0.8 % 083 5 6431 % 0AaR § [ L a4 § 5 a44 § a44 § f44 § f44 § f.44
Cividend Payout Ratio vs Core FCF, Pre Div B4.0% T8N 18.9% Mak 1.8% A0.4% 1L.6% 11.9% 18.3% n.2% A% 18.7% 19.4%
Diwvedend Paycut Ratio vs Earnings Per Share 216.5% 58.1% 40.7% 36.1% 38.07% 39.1% 49.1% 35.3% 32.9% 23.6% 12.9% 21.9% I1.5%

Mek Debt f EBITORN nfa nfa nfa nfa nfa nfa nfa nfa Oba Bl nfa nfa nfa
Wer Debe f Cash Flow nfa nfa nfa nfa nfa nfa nfa nfa [ K- T olx nfa nfa mfa
Mie Debe f Capdal nfa nfa nfa nfa nfa nfa nfa mfa 12.9% 1.4% mfa mfa mfa
ROE 1LE% 1% 7.9% 12.3% 9.0%: 9.8% 1.4% B.6% 9.8% 12.5% 12.00% 11.2% 10.5%
RO 2.0 56N S.4% A0 6.2 6.T% a4.8% 6.4% 6.6% R.7% R.6% A.2% 1.9%
RGIE 1.5% 5% 1.5% 11.4% B.5% GA% Tl% 8.4% 8.M% 12.4% 11.9% 111% 10.4%
ROLE .I% TR 57N 19.2% 1n3% 11.3% T.5% 10.2% 12.0% 15.8% 15.3% 12.8% 11.1%

Por-Share Growth Metrics

Revenue Per Share Growth 16.4% A% 10.0% % -L1% 1.5% -4.9% 4100 0% L% LT L%
Ay EBITDN Par Bhare Growth BLI% 0. 7% L 1b A% % w21 IT% 23 E% 205% 14.5% 4. 7% 1% 1.E%:
Ay Earnings Per Share Grawth 435 1% 11% 563N 0P (F N 25.3% 35.8% T3% 39.3% GBS 2.0%% 2.0%
Qperating Cash Flow Per Share Growth al6% 3% 19.5% 118% 1 4% K 153% o 6N 4.4% L5%. 1L.5%
Free Cash Flow Per Share Growlh BOER TR 1T6% 3% 25.0% 13.0% 16.07% -3.07% 1ER 5.4% LE% L%
P/E - Awerapge Bidx 16.7x 21k 185k 152x 184« 100x 144 x 181x 18.7x 13.0x 12.7x 125«
EVIEBITIDA - Average 105K b.Bx 90K b2 x badx bOx Bix b.lx R ix L% bilx 2hx
PSLF - Awdrage 151k 9.0 105K B.7/x 9lx A1x 10.2x B.7x 127 % 10.1x Al A5k FAx

FOF Yield % age Marker Cap 4.1% B 1% BN, TEX 5T T TR B9 1% BI% AEN. BT B
FOF Yield % o Average Eanergeise Value 4 5% ER B9 BEN BB B BT 105 5T BI% 01% 00 11.3%

UPCOMING IPO MODEL REQUESTS

Love a secret weapon? The Upcoming IPO Model Requests folder on the Canalyst portal may be just the edge you're looking for.

Inside the folder, clients will now find a list of companies that have filed their paperwork for a pending IPO. We regularly monitor
for companies that have filed their IPO paperwork, and put these names on the portal in this folder as placeholders. If clients

are interested in seeing a pre-IPO model, they simply click the name to request the model. Turn around time for an IPO model
request is within 48 hours.

To learn more, contact support@canalyst.com today.

DID YOU KNOW?

CB Insights recently released their list of the top Canalyst is on a hot streak. In order to keep up with our
companies transforming investment and wealth expansion, we have moved into a larger office in the
management, and we're thrilled to see our startup is on heart of Vancouver’s financial district. Stay tuned for
the map. Read the full article here. more exciting company news later this spring.
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For more information on anything in the newsletter, or to get a demo of our entire equity model database, contact us today!
sales@canalyst.com

Copyright © 2017 Canalyst, All rights reserved.
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