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Key Metrics

Gross debt (m) $3.60
Cash (m) $20.28
Net Debt (Cash) (m) -$16.68
Net Operating Cash (m) -$12.97
Revenue (m) $21.50
Net Income (loss) (m) -$18.81
Key Ratios

(Net Cash) / Shareholder -26.60%
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EQUITY

Play Magnus Group

Core Investment Case

Play Magnus Group (OSE: PMG; OTCQX: PMGMF) is a Norway-based company
providing computer chess games (entertainment) and chess learning
(eLearning) services. Magnus Carlsen, the founder of PMG, is a chess
grandmaster, five-time World Chess Champion. The company offers its
entertainment and elearning services via its brands: chess24, Chessable,
iChess, New in Chess, CoChess, the Play Magnus App Suite, and Champions
Chess Tour. As at YE21A, PMG had ~65k monthly paying users with a monthly
ARPU of US$21.9. Play Magnus AS was founded in 2013 and consolidated into
Play Magnus Group in 2019 following the merger with chess24 (an Internet
chess server providing gaming in 10 languages, including English).

> Market leading provider of chess eGaming and chess eLearning;
> Strong financial growth — 1Q22A revenues $6.1m, up 32% vy/y;
> Online chess mkt growing — bookings 1Q22A $8.1m, up 53% vy/y;

> Cash & CE at $24.7m as of 31 Mar 2022 (1Q22A) — well funded.

USS (m) MCAP EV RoA % RoE % NCO Levered FCF
2022 62.70 45.30 -21.25% -39.64% -13.0 -8.0
Multiples EV/ Revs P/S Trail PE BV/ Share P/B Current
2022 2.11x 2.66x N/A 0.69 1.56x 2.82x
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PMG offers eGaming, eLearning and entertainment services for users to play,
watch, and learn chess, and for professionals to teach and compete.

Strong growth company — In 4Q21A, bookings were $7.1m, up 90% y/y, driven
by the strong growth in eLearning and partnership revenues for the Champions
Chess Tour. In 1Q22A, PMG had bookings of $8.1m, up 53% y/y. The Group is
targeting an adj. EBITDA break-even by FYE22E and positive EBITDA by 2023E.

$100m bookings target by 2025E: Play Magnus guidance suggests the annual
bookings run rate will reach US$100m by 2025E, a CAGR of 40%. Guidance on
monthly paying users suggests a target of 300k subs by 2025E, up ~5x versus
62.7k in 2021A. In the short-term, PMG will prioritize lowering its cost base to
build the foundation for its long-term goals, i.e., 2025E growth targets.

Large online global market: ~ 650m people play chess regularly as per PMG’s
estimates. The chess market like many other markets is developing a significant
online paying cohort. Play Magnus estimates that 70+m people have created an
online account to play, watch, learn and engage with chess. PMG states that
there were ~270m visits to the top 10 chess websites in January 2022 and
~140m hours of chess content was watched on Twitch in 2021. This is favorable
data for the growth of the online chess market and so for Play Magnus given its
large portfolio of online chess platforms.

Market leading brands show strong momentum: PMG is well positioned as a
leader in the two most attractive segments of chess: esports (part of eGaming)
and elLearning. Its esports arm boasts strong brands such as Champions Chess
Tour, chess24 and Chessable. Champions Chess Tour is driving significant traffic
to the PMG ecosystem, making PMG a vertically integrated chess play. The tour
printed 115m live views on streaming platforms along with 30m hours of
watched content in 2021. Chessable doubled its registered user base in 2021.

PMG’s eLearning opportunity owns the largest library of chess courses, which it
is currently digitising. PMG plans to enter the US education market, value
$2.3trn by 2022E up from $1.1trn in 2020A).

Launch of new products and services; Signing new partnership for the Chess
Tour; M&A; Penetration of US education market; Demand for esport and
elearning.
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Operational Strategy

Play Magnus Group’s (PMG) strategy is focused on three core areas: content, products
& technologies, and geographic expansion.

Content — Play Magnus Group is aiming to establish content leadership in the chess
market.

Organic content growth - PMG creates courses and videos on its eLearning platform
Chessable. Chessable is mandated to increase the quantity and quality of its content
catalogue. In order to achieve these increases, Chessable plans to hire individuals to
assist with content creation and attract more original content authors.

M&A content growth - In addition to PMG’s organic content growth efforts, we
believe there remains a strong M&A content growth focus to expand the content
library. PMG has already acquired leading chess publishers such as New In Chess
(acquired in Feb 2021) and Everyman Chess (acquired in Mar 2021).

Investment in products and technologies — Play Magnus continues to invest in
developing new products and service offerings across eLearning and entertainment.

In Jan 2021, PMG partnered with Meltwater (a UK media intelligence company) and
launched the Meltwater Champions Chess Tour 2021 (MCCT 21). The tour was a 10-
month series of 10 online tournaments played by the world’s top players with a prize
money pool of $1.5m. We expect the MCCT to continue as an annual event and
increase chess’ appeal as a spectator esport.

In 2022, Play Magnus Group launched The Julius Baer Challengers Chess Tour — an
event that brings together the top 20 emerging, talented and young male and female
chess players. (Julius Baer is a Swiss private bank.) The Julius Baer tour also raises the
standard of the user experience compared to other tours.

Geographic expansion — Play Magnus Group began trading on the OTCQX in Mar 2022,

under the ticker PMGMF. PMG plans to expand into emerging markets that have a
strong tradition of playing chess such as India.

ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority. Page 30f8
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Management Team

> CEO, Andreas Thome.

Andreas has been the CEO of Play Magnus for 3 years. Andreas
has 15+ years’ experience in business development, commercial
strategy, IT management, software and telecom services. Prior to
PMG, Andreas was the COO of Opera Software ASA —a Norwegian
technology, web browser development and FinTech company.
Andreas has an MSc in Finance from the University of York, UK and
an MSc in Economics from the University of Oslo, Sweden.

> CFO, Dmitri Shneider.

Dmitri was appointed as the CFO of Play Magnus in 2020 and is
COO of Chessable since Sep 2019. Before PMG, Dmitri was an
Equity Strategy Executive Director at JP Morgan In New York and
Hong Kong for ~12 years. Dmitri co-founded BGS Chess in 2005,
an after-school program in Texas, USA and was an International

Master of Chess for 17 years, a title he received at the age of 17.
Dmitri has a BSc in Finance, and a minor in Economics from the

A ¥
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University of Texas, Dallas, USA. He is a CFA charter holder.

Page 40f8 ACF Equity Research Ltd (FRN 607274) is an AR of City & Merchant Ltd (FRN 154182) which is authorised and regulated by the Financial Conduct Authority.
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Execution risk — The company’s success is dependent on the timely roll-out of its
products and services and associated revenue generation. Any delays in the roll-out
of new content, products and technologies could materially impact revenue growth
and profitability.

Low subscriber ratio risk — Play Magnus is highly dependent on the successful
conversion of followers to subscribers. The company assumes that it will be able to
convert a certain percentage of visitors to subscribers. A lower than anticipated
subscriber conversion ratio and an inability to attract followers could adversely
impact the viability of the business model.

Funding risk — Play Magnus has an aggressive roll-out program that requires an
ongoing supply of capital. If the company is unable to raise capital, it will adversely
impact the timelines for its projects and so its valuation. In addition, raising equity at
a lower prices will lead to dilution, while debt funding will increase interest costs and
therefore erode cash flow margins.

M&A risk — Play Magnus lists M&A as a key part of its growth strategy. There is no
certainty that the company will be able to find suitable acquisitions at favorable terms
or be able to successfully integrate the acquisitions.

Personnel risk - Small and mid-sized companies are more dependent on their C-
suite/executive management teams than large and mega-cap global companies. The
loss of key personnel can have a disproportionate impact on valuation and investor
perception compared to similar events at larger more mature (often ex-growth)
companies.

Political risk — The Russia-Ukraine war is ongoing and chess is a sport heavily rooted
in Russian culture. PMG is showing solidarity towards the Ukrainians - its Meltwater
Champions Chess Tour 2022 does not have any Russian players and it has dedicated
its fundraising from The Charity Cup (which began in Mar 2022) to victims of the war.
Nevertheless, chess is a sport dominated by Russian players at this time — whilst
organizations have distanced themselves, there is risk associated with the exclusion of
talent pools and market development as a spectator esport.
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Notes [Intentionally Blank]
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INDEPENDENCE & DISTRIBUTION

ACF Equity Research Ltd is a provider of issuer-pays research with a clearly defined independent ethic. ACF produces
accurate, clear, focused research aimed at a professional investment audience. ACF has excellent distribution capabilities
and always aims to provide access without restriction to the widest professional audience. ACF offers a range of additional
services to support its clients.

DISCLAIMER

This communication is for informational purposes only. It is not intended as an offer or solicitation for the purchase or
sale of any financial instrument or as an official confirmation of any transaction. [The opinions expressed in this report
herein do not take into account individual investor circumstances, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this
report must make its own independent decisions regarding any securities or financial instruments mentioned herein.] ACF
Equity Research Ltd has based this document on information obtained from sources it believes to be reliable, but which it
has not independently verified. Neither ACF Equity Research Ltd. nor any of its directors, officers, employees or agents
shall have any liability, however arising, for any error, inaccuracy or incompleteness of fact or opinion in this research
report or lack of care in this research report’s preparation or publication, or any losses or damages which may arise from
the use of this research report. All market prices, data and other information are not warranted as to completeness or
accuracy and are subject to change without notice. [Past performance is not necessarily a guide to future performance
and no representation or warranty, express or implied, is made by ACF Equity Research Ltd. with respect to future
performance. Any recommendation or opinion contained in this research report may become outdated as a consequence
of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the
estimates and forecasts, assumptions and valuation methodology used herein.]

IMPORTANT DISCLOSURES FOR U.S. INVESTORS

This research report was prepared by ACF Equity Research Ltd., a company authorized to engage in securities activities in
the United Kingdom. ACF Equity Research Ltd. is not a registered broker-dealer in the United States and, therefore, is not
subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This
research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended. Any U.S. recipient of this
research report wishing to effect any transaction to buy or sell securities or related financial instruments based on the
information provided in this research report should do so only through, a registered broker-dealer in the United States.
The analyst who prepared this research report is not registered or qualified with the Financial Industry Regulatory
Authority (“FINRA”) and may not be associated with a U.S. broker dealer and as such, would not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held
by a research analyst account.

[Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the
U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may
be limited. Foreign companies may not be subject to audit and reporting standards and regulatory requirements
comparable to those in effect within the United States.]

LEGAL NOTICE

This report is for authorized use by the intended recipient(s) only. It may contain proprietary material, confidential
information and/or be subject to legal privilege. No part of the content of this research report may be copied, forwarded
or duplicated in any form or by any means without the prior consent of ACF Equity Research Ltd. and ACF Equity Research
Ltd. accepts no liability whatsoever for the actions of third parties in this respect.
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IMPORTANT ADDITIONAL DISCLOSURES FOR U.K. INVESTORS

The information in this report has been prepared by ACF Equity Research Ltd (ACF). The research is published for
information purposes only. It is not intended as an offer or solicitation for the purchase or sale of any securities or any
financial instruments.

ACF has based this document on information obtained from sources it believes to be reliable but which it has not
independently verified. All market prices, data and other information are not warranted as to completeness or accuracy
and are subject to change without notice. Any comments or statements made herein do not necessarily reflect those of
ACF Equity Research Limited. The material should not be regarded by recipients as a substitute for the exercise of their
own judgment. Past performance does not guarantee future performance.

The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors,
the overall profitability of ACF which may, from time to time, solicit business from any of the companies referred to in this
report. The analyst(s) responsible for covering securities in this report may not hold a position in any or related securities
in this report in ACF’s sector universe on in any other sector in which ACF carries out research. The company does not
hold any position in the securities mentioned in this report.

This research report and its contents are intended for professional investors and not for retail investors. A marketing
communication under FCA Rules, this document 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 the investment research. ACF Equity Research Limited is authorised and regulated by the Financial
Conduct Authority. However the contents of this research report are produced as if ACF Equity Research Limited is
unregulated and consequently this report does not contain investment recommendations or ratings.

ACF, its directors, employees and agents accept no liability whatsoever for any loss or damage of any kind arising out of
the use of all or part of these materials. The information in this report is provided with the understanding that ACF is not
acting in a fiduciary capacity. Certain laws and regulations impose liabilities which cannot be disclaimed. This disclaimer
shall in no way constitute a waiver or limitation of any rights a person may have under such laws and/or regulations.
Copyright © 2018 ACF Equity Research all rights reserved. Additional information is available upon request.

Copyright 2018 ACF Equity Research Ltd. All rights reserved.



