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Spin-Off Update

NCR Voyix (VYX) Reports Robust
3Q23 Results; Maintain Buy Rating

NCR Voyix Corporation

Parent: NCR Voyix Corporation
(NYSE: VYX)

Sector: Technology

Target Price: $20.00 (Previously:$19.00)

Share Price: $16.19%*

Recommendation: Buy

Upside: 23.5%

Spin-Off: NCR Atleos Corporation

(NYSE: NATL)
Sector: Technology

Share Price: $23.30*
*As of November 24, 2023
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Spin - Off Details

Announced September 15, 2022
June 26, 2023
August 15, 2023

Form-10 Filing
Latest Form-10 Filing

Record Date October 2, 2023
Distribution Date October 16, 2023
WI Trading October 11, 2023

Spin-Off Ratio 1:2

RW Trading October 17, 2023
Tax Status Tax-free
Index Impact No Impact
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On November 9. 2023. NCR Voyix Corporation (NYSE: VYX. $16.19,
Market Capitalisation: $2.3 billion). a leading enterprise technology
rovider for retail stores. restaurants., and self-directed bankin
reported robust 3023 results. with beat vs consensus on both revenue
and adjusted EPS. In 3Q23, the company recorded revenues of $2.0
billion, up 2.3% YoY, driven by 5% YoY growth in service revenue (70.1%
of total revenue) due to growth in recurring banking services revenue,
software maintenance, and other software-related services, partially offset
by a decline in hardware maintenance revenue. On the other hand, Product
revenue (29.9% of total revenue) decreased 5% YoY due to a decline in
ATM, SCO and POS hardware revenues, partially offset by an increase
in software license and Bitcoin-related revenues. The company reported
an adjusted EBITDA of $404 million in 3Q23, up 6.3% YoY (+5% YoY
on a constant currency basis). The adjusted EBITDA margin improved to
20.0% in 3Q23, compared to 19.3% in the prior-year period. In 3Q23, the
company reported adjusted EPS of $0.95, down 1.0% YoY compared to

$0.96 in 3Q22.

Due to the finalization of certain accounting items relating to the spin-off
of NCR Atleos completed on October 16, NCR Voyix filed an extension

for the filing of its quarterly report on Form 10-Q for the quarterly period
ended September 30, 2023, on November 14.

Valuation and Recommendation

We value NCR Voyix (VY X) using the EV/EBITDA valuation methodology.
Our intrinsic value of $20.00 (Previously: $19.00) for NCR Voyix is based
on a 2024e EV/EBITDA multiple of 9.2x for the digital commerce business
(~10% discount to its peer multiple of 10.3x). We maintain our ‘Buy’
rating with an implied upside of 23.5% from the current market
price of $16.19 as of 11/24. Risks to our valuation include a slowdown in
sales growth due to rising competition, weakness in the economy, slower
momentum in key markets, and failure to achieve the cost-saving targets.

Business Highlights and Other 3Q23 Earnings Call Updates

* This year, NCR Voyix was again named the number one global
provider of point-of-sale software for Retail and Restaurants by RBR
data service. For FY23, the company expects to generate ~$4 billion
in revenue, with approximately half of the revenue from recurring
revenues.

e During 3Q23, in the company’s Retail segment, Designer Brands
implemented self-checkout and signed a contract to convert their point-
of-sale and self-checkout software to subscription across over 2,000
lanes. Moreover, the sales activity in the Digital Banking segment was
strong, with 5 new customer deals and 21 Digital Banking renewals.
NCR Voyix also continued to experience strong cross-sell and upsell
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Ticker VYX
Primary Exchange NYSE
Price ($ as of Nov 24, 2023) 16.19
52 Week Range ($) 15.53-17.25
Shares Outstanding (million) 141.2
Market Cap ($ billion) 2.3
Net Debt ($ billion) 3.3
Enterprise Value ($ billion) 5.6
Market Float 94.3%
FY23 Estimated P/E (x)* 4.3
Dividend () / Div. Yield (%) 0.0/0.0%
Fiscal Year Ending Dec 31
FY22 Revenue ($ billion) 7.8

Index Member NYSE Composite

*P/E is calculated on the basis of Bloomberg Consensus
estimates

Source: Bloomberg, Company Reports and Spin-Off
Research

Top 5 Shareholders Holding %

The Vanguard Group 10.16
BlackRock 10.06
State Street Corp 391
Engaged Capital LLC 3.55
Fuller & Thaler Asset Management 353

Inc

momentum, particularly with the Channel Services Platform (CSP) and
Terafina (digital account opening platform).

*  Within the Restaurant segment, Uncle Julio’s, a Tex-Mex chain with
44 sites focused on delivering made-from-scratch culinary experiences,
became an Aloha Essentials subscription with Payment customers in
3Q23. Overall, the total number of platform sites grew by 388, and
payment sites increased by 517. In small- and medium-sized businesses
(SMB), the company’s payment attach rate for new customers remains
at ~90%, resulting in a 41% increase in payment sites. Furthermore,
Papa Murphy’s (NCR Voyix customer for ~15 years) recommitted to the
software with a new three-year Aloha Essentials subscription.

* Recently, NCR Voyix hosted the highly successful Accelerate 2023
Digital First Banking Conference in Nashville, Tennessee, with over
900 attendees, including customers, prospects, partners and industry
analysts.

3Q23 & 9M23 Results

It should be noted that the results of 3Q23 and 9M23 reflect the legacy NCR
business, including NCR Atleos, which was separated as an independent,
publicly traded company on 10/16.

3Q23

In 3Q23, the company recorded revenues of $2.0 billion, up 2.3% YoY,
driven by 5% YoY growth in service revenue (70.1% of total revenue) due
to growth in recurring banking services revenue, software maintenance, and
other software-related services, partially offset by a decline in hardware
maintenance revenue. On the other hand, Product revenue (29.9% of total
revenue) decreased 5% YoY due to a decline in ATM, SCO, and POS
hardware revenues, partially offset by an increase in software license and
Bitcoin-related revenues. Notably, the company reported Adjusted EBITDA
of $404 million in 3Q23, up 6.3% YoY (+5% YoY on a constant currency
basis). The adjusted EBITDA margin improved to 20.0% in 3Q23, compared
to 19.3% in the prior year period. In 3Q23, the company reported adjusted
EPS of $0.95, down 1.0% YoY compared to $0.96 in 3Q22.

In $ million (except

per share data) 3Q23 3Q22 YoY% 9M23 9M22 YoY%
Revenue 2,017 1,972 2.3% 5,894 5,835 1.0%
Adjusted EBITDA 404 380 6.3% 1,095 990 10.6%
Adjusted EBITDA 20.0% | 19.3% | 80bps | 18.6% | 17.0% | 160 bps
margin

Net Income attribut- -124 69 NM -96 76 NM
able to shareholders

(Continuing Opera-

tions)

Adj. Diluted EPS 0.95 0.96 -1.0% NA NA NM
(Continuing Opera-

tions)

Source: Company Data
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IM23

In 9M23, the company recorded revenues of $5.9 billion, up 1.0% YoY, driven by 3% YoY growth in
service revenue (70.5% of total revenue) due to growth in recurring banking services revenue, payments
processing, software maintenance, and software-related services, partially offset by a decline in hardware
maintenance revenue. On the contrary, Product revenue (29.5% of total revenue) decreased 4% YoY due
to a decline in ATM, SCO, and POS hardware revenues, partially offset by increased software license
and Bitcoin-related revenues. The company reported Adjusted EBITDA of $1.1 billion in 9M23, up
10.6% YoY (+13% YoY on a constant currency basis) despite foreign currency fluctuations having an
unfavorable impact of 1% on the revenue. Adjusted EBITDA margin expanded to 18.6% in 9M23,
compared to 17.0% in 9M22.

Segmental Information

After the spin-off of NCR Atleos, NCR Voyix now operates in three reportable segments: Retail,
Restaurant (formerly reported as Hospitality), and Digital Banking.

Retail Segment
3Q23

For 3Q23, the Retail segment recorded a revenue of $568 million, down 1.2% YoY, primarily due to a
decrease in hardware revenue partially offset by increases in software and services revenues. Adjusted
EBITDA for the period was $132 million, up 3.1% YoY, with a margin of 23.2%, up by 290 bps. This
was primarily due to a favorable software and services revenue mix and improvements in component,
labor, and freight costs partially offset by increased employee benefit-related costs.

In $ million 3Q23 K107 YoY% IM23 IM22 YoY%
Revenue 568 575 -1.2% 1,696 1,683 0.8%

Adjusted EBITDA 132 128 3.1% 352 299 17.7%
Adjusted EBITDA Margin 23.2% 22.3% 290 bps 20.8% 17.8% 300 bps

Source: Company Data

IM23

For 9M23, the Retail segment recorded a revenue of $1.7 billion, up 0.8% YoY, due to increased software
and services revenues partially offset by a decrease in hardware revenue. Adjusted EBITDA for the
period was $352 million, up 17.7% YoY, with a margin of 20.8%, up 300 bps. This was primarily due to
a favorable software and services revenue mix and improvements in component, labor, and freight costs
partially offset by increased employee benefit-related costs.

Restaurant Segment
3Q23

In 3Q23, the Restaurant segment’s revenue remained flat at $238 million compared to the prior-year
period. Adjusted EBITDA for the period was $59 million, up 15.7% YoY, with a margin of 24.8%, up by
340 bps, primarily driven by favorable software and services revenue mix, pricing, and cost mitigation
actions partially offset by increased employee benefit-related costs.

In $ million 3Q23 3Q22 YoY% IM23 IM22 YoY%
Revenue 238 238 0.0% 696 687 1.3%
Adjusted EBITDA 59 51 15.7% 172 138 24.6%
Adjusted EBITDA Margin 24.8% 21.4% 340 bps 24.7% 20.1% 460 bps

Source: Company Data
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9M23

For 9M23, the Restaurant segment recorded a revenue of $696 million, up 1.3% YoY, primarily due to
increased services and software revenues, including cloud services and payment processing growth partially
offset by a decrease in POS hardware. Adjusted EBITDA for the period was $172 million, up 24.6% YoY,
with a margin of 24.7%, up by 460 bps primarily driven by favorable software and services revenue mix,
pricing, and cost mitigation actions partially offset by increased employee benefit-related costs.

Digital Banking Segment

3Q23

For 3Q23, the Digital Banking segment recorded a revenue of $147 million, up 7.3% YoY due to an increase
in recurring cloud services and software maintenance revenues. Adjusted EBITDA for the period was $58
million, down 3.3% YoY, with a margin of 39.5%, down by 430 bps mainly due to investment in selling
expenses and R&D expenses and increased employee benefit-related costs.

In $ million 3Q23 K107 YoY% IM23 IM22 YoY%
Revenue 147 137 7.3% 423 404 4.7%
Adjusted EBITDA 58 60 -3.3% 160 172 -7.0%
Adjusted EBITDA Margin 39.5% 43.8%  -430 bps 37.8% 42.6% -470 bps

Source: Company Data

9M23

For 9M23, the Digital Banking segment recorded a revenue of $423 million, up 4.7% YoY due to increased
recurring cloud services and software maintenance revenues. Adjusted EBITDA for the period was $160
million, down 7.0% YoY, with a margin of 37.8%, down by 470 bps due to investment in selling expenses and
R&D expenses, and increased employee benefit-related costs.

Valuation

EV/EBITDA Valuation: Post-spin-off, NCR Voyix focuses on digital commerce business, continuing to
operate its Retail, Hospitality, and Digital Banking businesses. We assign a 2024¢ EV/ EBITDA multiple of
9.2x to VY X’s digital commerce business. The ~10% discount to its peer multiple of 10.3x factors in VY X’s
relatively slower top-line growth and higher debt level. We have estimated FY24¢ adjusted EBITDA of $705
million, with Net Debt of $3.0 billion (including unfunded pension liabilities). We have also considered a
conglomerate discount of 20%. Consequently, we arrive at an intrinsic value of $20.00 (Previously: $19.00)
for NCR Voyix.

2024e EV/EBITDA - NCR Voyix

($ million except per share data)

Adj. EBITDA 705.0
Multiple 9.2x
VYX -EV 6,486.0
less: Net Debt/ (Cash) 3,004.0
Implied Equity Value 3,482.0
Number of Shares (million) 140.9
Conglomerate Discount 20%
Intrinsic Value per share ($) $20.00

Source: Spin-Off Research
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Peers
NCR Voyix - Valuation comparison
oy Ticker .Prlce Market Enterprise EV/EBITDA
(lIl LC) Cap Value FY23e FY24e
Temenos AG TEMN $69.98 5,259 6,696 17.8x 16.0x
Fidelity National Information FIS $55.50 32,883 51,080 8.4x 10.3x
ACI Worldwide Inc ACIW $26.22 2,851 3,811 9.9x 9.1x
Fiserv Inc FI $125.80 75,503 98,273 12.0x 11.2x
Toshiba TEC Corp TSHTY 3,025.00 174,328 150,312 4.4x 4.4x
Mean 10.5x 10.2x
Median 9.9x 10.3x

Source: Spin-Off Research

During the investor day held on 9/5, the company introduced FY27 financial targets. NCR Voyix expects
total revenue growth at a 4%-6% CAGR during FY23-FY27. Notably, the company aims for recurring
revenue of 65% with 9%-11% CAGR during FY23-FY27. The company anticipates an Adj. EBITDA
growth at a 10%-12% CAGR during FY23-FY27 with Adj. EBITDA margin expansion of 400 - 500 bps
to 21%-22%, and free cash flow conversion rate of 40%-45% in FY27.

Company Description

NCR Voyix Corporation

NCR Voyix Corporation (NYSE: VYX), formerly NCR Corporation, is a leader in transforming, connecting,
and running technology platforms for self-directed banking, stores, and restaurants. NCR Voyix operates a
digital commerce business comprising Retail, Restaurant, and Digital Banking businesses. Digital Banking
solution helps financial institutions implement their digital platform for various transactions. The Retail segment
offers software-defined solutions to customers in the retail industry. The Restaurant segment offers technology
solutions, such as table-service, quick-service, and fast-casual restaurants of all sizes to the hospitality sector.
Following the separation, NCR Voyix is expected to be a growth business positioned to leverage NCR’s
software-led model to continue transforming, connecting, and running global retail, Hospitality, and digital
banking businesses. NCR Voyix recorded a total revenue of ~$3.7 billion in FY22.




