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Sports Technology
Heightened Fan Immersion Drives Sector M&A
and Financing Activity

KEY SECTOR TAKEAWAYS

Capstone Partners’ Consumer Investment Banking Group is pleased to share its Sports Technology
(SportsTech) report. Merger and acquisition (M&A) activity in the SportsTech sector through year-to-date
(YTD) has remained healthy, largely driven by younger generations demanding immersive features in sports
entertainment. A robust strategic and financial buyer pool has also contributed to strong deal flow, with
acquirers paying premium valuations for targets in high-growth segments. Several additional key report
takeaways are outlined below.

1.

Robust sports franchise valuations bode well for sector participants providing innovative software
offerings to enhance fans’ experience and immersion in the game.

Sports franchises have expanded digital mediums to adapt to younger generations’ entertainment
preferences, leading to significant partnership opportunities for sector participants.

Artificial intelligence (Al) has permeated the SportsTech sector, with Al-enabled performance
analytics providers capturing a substantial portion of sector revenue.

The North American market has continued to capture the lion’s share of deployed venture capital
funding despite a year-over-year (YOY) decline in sector financing activity.

Equity investors have exercised increased discipline and scrutiny of companies’ profitability
compared to some prior funding rounds.

M&A transaction volume and multiples in the sector continue to hold strong in 2023 in a shifting
landscape of sports franchises and leagues.

Capstone Partners has developed a full suite of corporate finance solutions, including M&A advisory, debt
advisory, financial advisory, and equity capital financing to help privately owned businesses and private equity
firms through each stage of the company’s lifecycle, ranging from growth to an ultimate exit transaction.

To learn more about Capstone’s wide range of advisory services and SportsTech sector knowledge, please
contact us.


https://www.capstonepartners.com/industries/consumer-retail/
https://www.capstonepartners.com/contact/
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FRANCHISE VALUATIONS PROLIFERATE, GEN Z DRIVES DIGITAL ADOPTION

The health of the SportsTech sector has benefited
from professional franchise valuations driving
demand for fitness technology and fan
engagement experiences. In 2022 and YTD 2023,
there have been several franchise deals with
robust valuations, which bodes well for sector
participants  providing  innovative  software
offerings to enhance fans’ experience and
immersion in the game. Of note, the sale of the
Washington Commanders to an investment group,
led by Josh Harris (Philadelphia 76ers’ owner) and

Peter Bailey
Director

“Consumer..demand..for sports entertainment and
technology continues to evolve and stand out in a

challenging economic environment. The landscape is
consolidating ~as acquirors seek to diversify their
sports, media, and technology portfolios and increase

their scale and reach. M&A transaction volume and
multiples in 2023 continue to maintain their
momentum  after a significant rise in 202]
and 2022."

a group of 20 limited partners including Magic
Johnson, was announced in May 2023 for a ~$6
billion valuation. The deal represents the largest
U.S. sports franchise sale to-date, shattering the
prior record by ~$1.3 billion, set when the Walton-
Penner Group purchased the Denver Broncos for
$4.7 billion in August 2022. Continued increases in
purchase prices for sports franchises is expected
to lead to heightened revenue and M&A
opportunities in the sector.

Professional sports franchises have expanded digital mediums to adapt to younger generations’
entertainment preferences. Of note, Generation Z (Gen Z) has expressed significant interest in real-time
analytics, different camera angles, and the athlete’s point-of-view during sporting events, as noted by 46%,
37%, and 31% of Gen Z sports fans, according to Deloitte’s June 2023 Sports Fan Insights survey.! This trend of
immersive features in sports entertainment has provided a strong backdrop for revenue, M&A, and
partnership opportunities for SportsTech sector participants. In a recent example, Fanzword, a sports fan
engagement platform, partnered with Electronic Arts (Nasdaq:EA) and FIFA in early 2023 to launch a campaign
targeting Gen Z soccer fans. The campaign packaged analytical capabilities of Fanzword with EA’s video game
series to enhance the number of active users and retention rates.

Gen Z Demands Digital and Immersive Features in Sports Entertainment
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Al PERMEATES THE SPORTSTECH SECTOR

Performance Analytics Drives Al Revenue Gains
in the SportsTech Sector

Al has increasingly permeated the SportsTech
sector, often leveraged by sports franchises,
leagues, and consumers to capture insights into
performance, tactics, and audience engagement.
This has led to significant revenue opportunities
for Al-enabled sector participants, as global
Sports Al revenue is forecasted to reach $2.3
billion by 2032 through a compound annual
growth rate (CAGR) of 30.6% between 2023 and
2032, according to MarketResearch.Biz.2

The performance analysis application of Al has
been the most lucrative adoption in the
SportsTech sector, accounting for 34.6% of global
Sports Al revenue in 2023. This can likely be
attributed to wide array of customers interested in
fitness data collection, ranging from professional
sports franchises to consumers. In the Consumer
end market, Al-enabled fitness providers have
piqued heightened investor appetite, evidenced
by Tempo’'s $100 million minority capital raise in
July 2023 led by SoftBank (TSE:9434). The
investment follows Tempo’s development of Al for
its home fitness equipment, which integrates
wearable data from Apple (Nasdaq:AAPL), Garmin
(NYSE:GRMN), and WHOOP devices, body scans,
and 3D camera technology to deliver a
personalized, adaptable home training program.

Professional Sports Franchises Adopt Al to
Bolster Game Strategies

Professional sports franchises have historically led
the adoption of new technologies including
enhanced  athletic  equipment, heightened
audience engagement, advanced stadiums, and
technology-enabled  training  facilities. The
integration of Al in developing robust game
strategies has been the next stage of
technological advancement in professional sports,
with game strategy projected to be the fastest-
growing application by revenue from 2023 to
2032, according to the MarketResearch.Biz report.

Sports associations such as Major League Baseball
(MLB) and the National Basketball Association
(NBA) have implemented league-wide access to Al
platforms to enhance franchises’ abilities to
analyze player performance and modernize the
recruiting and scouting process. While the
introduction of more advanced technologies and
Al-enabled software has been new to some
franchises, select teams including the Oakland A's
and New York Yankees have utilized powerful
quantitative analysis for years to improve
efficiencies on the field and lower costs. Capstone
expects further adoption of Al at the professional
level to spur heightened investor and acquirer
interest in Al-driven sector participants in the
coming years.

Global Sports Al Revenue Projected to Grow Dramatically Through 2032
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M&A VOLUME HOLDS STRONG, VALUATIONS REMAIN ELEVATED

M&A activity in the SportsTech sector has SportsTech M&A Volume Remains Healthy
remained strong through YTD 2023, with 95 in YTD 2023

transactions announced or completed,
representing an uptick of 2.2% compared to YTD
2022. Healthy deal flow has been driven by a
robust strategic and financial buyer pool, often
engaging in competitive bid processes for targets
in high-growth segments such as Technology-
Enabled Sports Betting. The increased legalization
of gambling across U.S. states has supported buyer
interest in the segment, with acquirers looking to
expand digital capabilities to capitalize on online
sports betting tailwinds. Of note, Fanatics, one of
the largest sports apparel and collectibles 0
providers, announced its acquisition of PointsBet 2018 2019 2020 2021 2022 YTD YTD

in May 2023 for an enterprise value of $150 million. 2022 2023
The acquisition follows Fanatics’ entry into the

Sports Betting space in early 2023, bolstering its Year-to-date (YTD) ended July 11
retail and online gambling capabilities. Source: Capital IQ, FactSet, PitchBook, and Capstone Partners
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Strategic buyers have continued to account for the majority (70.5%) of sector transactions in YTD 2023, led
by private strategic buyers (54.7% of deals) rolling up competitors to gain market share and scale. Although
public strategic buyer activity has cooled compared to 2022, select public companies with healthy balance
sheets have pursued large-scale acquisitions to pair complementary offerings. This includes Endeavor
Group's (NYSE:EDR) announcement to acquire World Wresting Entertainment (NYSE:WWE) in April for an
enterprise value of $9.3 billion, equivalent to 7.4x EV/Revenue and 28.2x EV/EBITDA (transaction details on
page nine). Despite a decline in private equity activity in the broader M&A market, sponsors have increased
their presence in the SportsTech sector namely through add-on acquisitions, which comprised 22.1% of deals
to-date. Sponsors in the sector have largely focused on profitable target companies with a loyal customer
base and innovative technology offerings.

M&A purchase multiples in the SportsTech sector have remained elevated, averaging 4.1x EV/Revenue and
11.3x EV/EBITDA from 2019 through YTD 2023, outpacing the Consumer industry average (1.9x EV/Revenue,
10.1x EV/EBITDA) during the same period. Valuations in the sector's middle market (less than $500 million in
enterprise value) have also remained robust. On a revenue multiple basis, middle market SportsTech
transactions have averaged 4.1x, matching the broader sector and outperforming the Consumer industry.
Recurring revenue, end market specialization, and fan/athlete engagement have continued to drive healthy
M&A multiples in the sector.

SportsTech Valuation Analysis

Valuation Method Average Revenue Multiple Average EBITDA Multiple

SportsTech Sector M&A Transactions

(2019-YTD) 4.1x - R
SportsTech Sector M&A Transactions

EV < $500mm (2019-YTD) 4.1 I o
Consumer Industry M&A Transactions 19 _ 101
EV < $500mm (2019-YTD) X X

Source: Capital IQ, FactSet, PitchBook, and Capstone Partners
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BUSINESS VALUATIONS & DRIVERS

M&A valuations for privately owned businesses in the middle market are often not disclosed, making pricing
transparency difficult. However, Capstone has deep knowledge of the space, relevant buyers, and the key
drivers of premium valuations for privately-owned companies in the SportsTech sector. To learn more about
the value of your company, contact Capstone Director Peter Bailey.

KEY VALUATION DRIVERS

* Profitability
Acquirers and investors have exercised increased discipline and scrutiny on targets’ profitability.

* Innovative Technologies
Companies with proven technology, tested and trusted by notable athletic programs, have commanded
strong valuations.

* Defined and Loyal Customer Base
Loyal brand customers can help build a company’s credibility, especially in the SportsTech space, where
customers consider product design and effectiveness and technology integration to dictate
future purchases.

* Subscription Revenue Model
Recurring revenue model product offerings allow for a consistent revenue stream, heightening
investor interest.

* Fan Experiences
Fan experience technology can help immerse both at-home and in-person fans further into their favorite
sports, combining virtual reality (VR) with a traditional sporting event experience. Software that can
increase fan engagement has commanded strong buyer appetite.

* Integrated Performance Enhancing Technology
Wearable devices that track athlete movements and provide instant analytics and data to help athletes
reach peak performance have been attractive targets. Many products in the space have utilized Al to help
process input data.

Average SportsTech Revenue Purchase Multiples

10x -
8X -
g 6 53 6.1x
§ X OX 4.8x
)
&
2 31 31x 3.2
1.9x
2x -
Ox . T T T T T T 1
2018 2019 2020 2021 2022 YTD 2022 YTD 2023

Year-to-date (YTD) ended July 11
Source: Capital IQ, FactSet, PitchBook, and Capstone Partners


https://www.capstonepartners.com/advisors/pete-bailey/

NOTABLE TRANSACTIONS

LIFGOLE | [

In June 2023, LIV Golf and PGA Tour signed a
definitive agreement to merge. Terms of the
transaction were undisclosed. The merger follows
numerous legal disputes between the two parties,
with all pending litigations mutually ended under
the agreement. LIV Golf is backed by Saudi
Arabia’s Public Investment Fund (PIF), which
controls  ~$700 billion in assets under
management, according to the fund’s website.?
Saudi Arabia’s PIF plans to invest billions of capital
into the combined entity, pending approval from
the PGA Tour policy board and competition
regulators in the U.S, UK, and Europe. In addition,
the combined tour has pledged to award $250
million in total prize money for its first year,
according to a press release.* Although the deal
has been met with some scrutiny from players and
fans, the transaction is expected to bolster
professional golf's global presence, providing
significant revenue opportunities for businesses in
ancillary sectors including SportsTech.

ENDEAVOR | W/

In April 2023, Endeavor Group announced its
acquisition of World Wresting Entertainment
(WWE) for an enterprise value of $9.3 billion,
equivalent to 7.4x EV/Revenue and 28.2x
EV/EBITDA. Under terms of the agreement, WWE
stakeholders will receive $106 per share,
representing a 16% premium over the company’s
closing share price on March 31, 2023, according to
a press release.® Endeavor plans to merge WWE
with its subsidiary Ultimate Fighting Championship
(UFC). The deal unites two of the largest entities
operating in the Sports Entertainment & Media
space. Through substantial scale and omnichannel
distribution, UFC and WWE achieved a combined
revenue of $2.4 billion in fiscal year 2022 with an
annual growth rate of 10% since 2019, according to
a press release.® In addition, Vincent McMahon,
Executive Chairman of WWE, expects the
combined entity to reach a valuation of $21 billion,
according to the press release.
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mGaming =

Oaktree  Capital Management-backed  J&J
Ventures Gaming announced its acquisition of
Golden Route Operations in March 2023 for an
enterprise value of $213.5 million. Founded in 1986,
Golden Route is one of the largest distributed
gaming and gambling device operators in the U.S,
with devices in nearly 1,100 locations, according to
a press release.’” The transaction demonstrates
private equity’s heightened interest in pursuing
add-on acquisitions for portfolio businesses in the
Gaming & Gambling space. “Oaktree is thrilled to
partner with the outstanding employees of J&J
and Golden to create the largest distributed
gaming operator in North America by revenue. We
are excited for the future of distributed gaming
and additional expansion opportunities,” said
David Quick, Managing Director at Oaktree Capital,
in the press release. Oaktree Capital plans to
continue pursuing add-on acquisitions, bolstering
J&J Ventures Gaming’s U.S. market share through
inorganic growth measures.

TGS

ESPORTS

X LAZARUS

TGS Esports (TSXV:TGS) announced its acquisition
of Lazarus Esports in February 2023 for an
undisclosed sum. TGS offers full-service marketing
solutions, specializing in engaging video game and
esports fans. TGS also creates gaming strategies
and marketing programs for brands seeking to
connect with diverse communities of professional
gamers. Lazarus produces and broadcasts
signature gaming activations, digital esports
tournaments, influencer marketing campaigns, and
content across its channels, while also competing
in a number of esports titles. Under the agreement,
TGS will retain select Lazarus staff, maintain its
sponsorship with hockey equipment manufacturer
Warrior Sports, and integrate all intellectual
property (IP) including social media channels,
website domains, and branding. The transaction
exemplifies strategic buyer interest in the Esports
segment, especially for targets with equipment
and media partnerships.
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Enterprise EV/LTM
Date Target Acquirer Target Business Description Value (mm) Revenue EBITDA
05/14/23 PointsBet USA Fanatics Operates as a digital sports betting and $150.0 _ _
technology company.
05/12/23 Blue Bay Platinum Equity Advisors  Distributes charitable gaming supplies. - - -
05/09/23  Melon SUTo [LEs il Develops games for mobile devices. - - -
(Nasdaq:SLGG) .
Chameleon Gaming . Enables companies to launch their own sports B B
05/09/23 Platform Betr Holdings and related gambling brands. $75
05/08/23  OneComply ErnEarely Sl Offers a centralized platform to :streamlme, _ B B
manage, and automate gaming licenses.
. . . Provides gaming marketing and
04/25/23  Slapshot Media Northstar Gaming Holdings - - - -
managed services.
04/06/23 Queeng Gaming YSET Operatgs a gaming lifestyle brand built for _ _ _
Collective women in gaming.
Operates as an interactive entertainment and
04/05/23  Scopely Savvy Games Group mobilefirst video game company. $4,900.0 - -
04/05/23 g:srir:;nd LS The Cordish Company Operates a casino in Louisiana. - - -
04/04/23  7Hops.Com Novacap Investments Develops an online platform that provides _ _ _
ps P original insights, expert advice, and fun facts.
World Wrestling Endeavor Group Holdings  Operates an integrated media and
04/03/23 Entertainment (NYSE:EDR) entertainment company. $9,300.0 LR 28.2x
Digital Media Keywords Studios Operates as a digital agency, content studio,
03/30/23 Management (AIM:KWS) and incubator. $1000 2.9x 1.8x
. MosChip Tech. .
03/28/23 Softnautics (BSE:532407) Designs systems software, FPGA, and VLSI IP. $17.2
Pro Football Provides NFL, fantasy football, college football, B B B
03/22/23 Network Sportskeeda and betting content.

02/10/23 Pavilion Payments  PCP Managers Develops gaming payment software. $415.0 = =
02/09/23  BetPrep Stram Entertainment Del[vers software that allows bettors to test _ B B
their wagering approach.

. BitNile Metaverse Operates a Metaverse-based platform for B B
wreies  IHieesm (Nasdag:BNMV) gaming, shopping, and entertainment. Hloele
02/08/23 Gardening Know Future (LSEFUTR) Operat_es asa dlglt?| media platform that offers _ B _
How gardening information.
L Develops an online fitness and wellness
01/31/23 BurnAlong Tivity Health . L - - -
video application.
. WPF Holdings Develops on-line technology, gaming platforms, B B
01/30/23  WPF Holdings (OTCPK:WPEH) and brands. $4,863.6
Fan Interactive Provides fan engagement and data-driven _ _ _
Clil Marketing R e digital marketing solutions.
01/11/23 Secret 6 Catalis Designs and develops VR video games. - - -

Source: Capital IQ, PitchBook, FactSet, and Capstone Partners
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FINANCING ACTIVITY

Capital invested in the SportsTech sector by venture capital firms has declined to $2.4 billion YTD, down 80.3%
from elevated levels in YTD 2022. Investors have exercised increased discipline and scrutiny on companies’
profitability. However, total funding to-date has remained on pace with pre-pandemic levels, demonstrating the
continued attractiveness of startups in the sector. The number of sector venture capital deals YTD has also
declined from YTD 2022, yet is slated to reach or surpass full-year 2019. The North American market has
continued to capture the lion’s share of SportsTech sector funding, comprising 45.3% of total capital deployed in
YTD 2023, providing a promising outlook for stateside startups in the space.

SportsTech Funding Returns to Pre-Pandemic Levels
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PUBLIC COMPANY DATA
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Price % 52 Wk Market Enterprise LTM EV/LTM

Company 07/11/23 High Cap Value Revenue EBITDA Margin  Revenue EBITDA
Activision Blizzard, Inc. $82.70 95.0% $65,015.3 $56,063.3 $8,143.0 $2,091.0 25.7% NM 26.8x
Allied Gaming & Entertainment Inc. $0.98 57.3% $36.7 -$34.0 $5.1 NM NA NM NM
Catapult Group Intemational $080  110.0% $1436 $146.7 $84.4 NM NA  17x NM
Limited
DraftKings Inc. $28.86 99.9% $13,329.4 $13,544.9 $2,592.9 NM NA NM NM
Electronic Arts Inc. $130.54 96.1% $35,522.2 $34,978.2 $7,426.0 $2,077.0 28.0% 4.7x 16.8x
Enthusiast Gaming Holdings Inc. $0.50 24.9% $76.5 $87.8 $146.7 NM NA 0.6x NM
Garmin Ltd. $106.09 97.9% $20,294.0 $17,722.2 $4,835.0 $1,204.4  24.9% 3.7x 14.7x
Genius Sports Limited $7.47 96.0% $1,529.9 $1449.6 $352.3 NM NA 4% NM
Peloton Interactive, Inc. $8.39 47.1% $2,972.9 $4,4917 $2,836.7 NM NA 1.6x NM
PENN Entertainment, Inc. $25.93 65.9% $3,951.9 $14,313.2 $6,510.8 $19611  30.1% 2.2x 7.3x
Sportech PLC $0.22 64.8% $21.6 $21.0 $31.3 $1.0 3.1% 0.7x 21.6x
Super League Gaming, Inc. $0.38 32.5% $14.5 $13.9 $19.2 NM NA 0.7x NM
Vogo SA $4.49 69.3% $18.2 $23.0 $14.6 NM NA 1.6x NM
Zebra Technologies Corporation $306.16 83.7% $15,745.9 $17,924.9 $5,754.0 $1,242.0 21.6% 3.1x 14.4x

Mean 22.2% 2.2x 16.9x
EV = enterprise value; LTM = last twelve months Median 25.3% 1.7x 15.8x
$ in millions, except per share data
NM = Not Meaningful Harmonic Mean 1.6% 1.4x 14.4x

Capstone’s SportsTech Index Continues to Outpace Nasdaq
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FIRM TRACK RECORD

Capstone Partners maintains an active Consumer Enthusiast practice in the middle market, with SportsTech
being an important vertical within our focus. This market presence allows Capstone Partners to provide
companies with up-to-date market data and access to key decision makers among the industry’s most
active acquirers and investors.
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Disclosure

This report is a periodic compilation of certain economic and corporate information, as well as completed and announced merger and
acquisition activity. Information contained in this report should not be construed as a recommendation to sell or buy any security. Any
reference to or omission of any reference to any company in this report should not be construed as a recommendation to buy, sell or
take any other action with respect to any security of any such company. We are not soliciting any action with respect to any security
or company based on this report. The report is published solely for the general information of clients and friends of Capstone
Partners. It does not take into account the particular investment objectives, financial situation or needs of individual recipients.
Certain transactions, including those involving early-stage companies, give rise to substantial risk and are not suitable for all investors.
This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not
be relied upon as such. Prediction of future events is inherently subject to both known and unknown risks and other factors that may
cause actual results to vary materially. We are under no obligation to update the information contained in this report. Opinions
expressed are our present opinions only and are subject to change without notice. Additional information is available upon request.
The companies mentioned in this report may be clients of Capstone Partners. The decisions to include any company in this report is
unrelated in all respects to any service that Capstone Partners may provide to such company. This report may not be copied or
reproduced in any form or redistributed without the prior written consent of Capstone Partners. The information contained herein should
not be construed as legal advice.
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Market Presence

With a long-established U.S. footprint, together with an international partner
platform, we provide clients with broad expertise and access to key market
relationships on a global basis. Our presence is backed by ~200 professionals in the
U.S. with 450+ professionals across 41 countries.

242 $26B 26% 8th

M&A transactions aggregate of our deals globally ranked for
completed in 2022 transaction value are cross- deals under $500m
border
450+ 15 2,200
team of IMAP industry verticals with historical completed
professionals worldwide global expertise transactions

United States International

~200 professionals 450+ professionals

11 offices 60+ offices in 43 countries

Boston - Chicago - Dallas - Asia: China - India - Japan - Thailand

Denver - Detroit - Los Angeles - Africa: Congo - Egypt - Ghana - Ivory Coast - Mauritius - Morocco - Nigeria - Senegal - South Africa
New York - Orange County - Americas: Toronto - Vancouver - Argentina - Brazil - Chile - Colombia - Mexico - Panama & Central
Philadelphia - San Diego - Tampa America - Peru

Europe: Belgium - Bosnia & Herzegovina - Croatia - Czech Republic - Finland - France - Germany -
Hungary - Ireland

Italy - Netherlands - Poland - Portugal - Russia - Serbia - Slovakia - Slovenia - Spain - Sweden -
United Kingdom
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