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COMPANY DESCRIPTION



• HEAR OldCo: headsets for console, PC

• HEAR + ROCCAT: headsets for console, PC + mice & keyboard for PC

• Over 40% market share of console headset sales

• TAM of $4.65bn across console, PC, and mobile gaming spaces

• #1 highest selling brand for Xbox and Playstation since last-gen

• Higher revenue share than next 4 competitors combined
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INDUSTRY LEADERSHIP
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January 15, 2014
Turtle Beach reverse merger with 
Parametric Sound

March 5, 2019
Percentage of shorts hit high 72% of 
the total float, spiking borrow costs March 15, 2019

Low adjusted 
earnings crash 
stock; short sellers 
rewarded

April 1, 2018 – August 8, 2018
Fortnite explosion coincides with 
significant stock appreciation

March 1, 2014 – April 20, 2015
Consistent declining margins and free 
cash flow due to Hypersound segment
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HISTORICAL STOCK PERFORMANCE



• Turtle Beach products are mainly targeted to 
console gaming (>80% of product offerings)

• ROCCAT products are mainly keyboard and 
mice for PC gaming
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PRODUCT ANALYSIS

• Entry-level gamers <4 hrs

• Casual gamers 4-6 hrs

• Enthusiastic gamers 7-15 hrs

• Core & professional 
gamers

16+ hrs



Mean Sentiment Score

6

PRODUCT ANALYSIS

r/Games
r/FortniteBR
r/Fallout
r/twitch
r/pcgaming
r/PS4

...

500k comments
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• Many viewed Fortnite as isolated, one-time 
tailwind with temporary effects

• Nearly impossible to sustain 2018 levels

• Hidden Implications
• Larger installed user base
• Creation of Battle Royale trend
• Compounding in Anticipation of Next Generation 

Consoles
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• Installed base of console headset users grew 
significantly

• Turtle Beach sold 14.7 million headsets in 2018 
compared to 9.0 million in 2017

• Significantly larger console gaming headset market 
versus 2017, but a drop from 2018 (Turtle Beach 
has a leading 46.1% North America market share)

• Similar Battle Royale Games (PUBG, Apex 
Legends, CoD) are keeping these headset users 
on console

• Different from Guitar Hero
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You eliminated 12-24 months
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• Fortnite-injected headset users now 
enter the replacement cycle

• Survey of 4,000 gamers revealed the 
intent to upgrade sooner than the 
traditional 24-month average

• If 50% convert into recurring users, 
adds 3 million headset units to the 
pre-Fortnite core of 9 million in 
2017

• Highly likely – Newzoo reported 41% 
of US gamers are continuing to play 
Battle Royale games with 71% doing 
so on console

• 75% of sales come from upgrades
11

~24 m
onths
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• PlayStation 5 and Xbox Scarlett, set for 
Holiday 2020

• Potential last push for existing consoles
• Last 7 console releases:

• 1. Slowdown pre-release as users wait 
• 2. Console spending surges on launch
• 3. Accessories spending surge with ~1 

month delay 
• DFC - combined hardware unit sales for 

Gen 7/8 will be higher than the 
combined sale of Gen 6/7 in the first 3 
years
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NEXT GENERATION CONSOLES



HYPERSOUND RESTRUCTURING
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Fix blurry

HYPERSOUND RESTRUCTURING



• Turtle Beach acquired HyperSound through a reverse merger in 2014
• HyperSound: directed audio technology for the hearing healthcare industry
• Draining ~$9 -$12 million in EBITDA each year
• Management spend $900 million trying to commercialize the product
• Isolated, the headset segment has positive earnings 2016 - 2017
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HYPERSOUND RESTRUCTURING

HyperSound, 
61%

Headset, 
39%

OpEx (2016)

Headset, 
~100%

Revenue (2016)



• In 2017, management turned HyperSound into a licensing model
• Wrote down the business on balance sheet to only $0.7 million in assets

• 2017 had a positive operating income, for the first time since 2012
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IMPROVED MARGINS

EBITDA Margin

Gross Margin
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• With the increase in cash flow, management has paid down all of
their long-term debt

• High cost of debt from struggling unit sales and negative earnings 
(HyperSound related)
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DEBT PAYDOWN



• Closed in Q2 2019 for USD 19.2 million 
• Rationale:

• Access to new markets
• Europe, Asia (Korea, Japan, Singapore)

• Access to new products
• PC keyboards, mice

• Access to new customer demographic
• Higher-end brand, caters to serious gamers

• Goal: create incremental 100-million-dollar 
and 2% market share business

• 2019: ~$16m revenue
• Implication: Help capture larger share of 

return buyers
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ROCCAT ACQUISITION
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STORY & CATALYSTS

2014 - Parametric 
Reverse Merger

2014-2017 -
Hypersound 9-12 
EBITDA drain, 
Operating at Loss, 
Negative FCF

2018 – Fortnite leads 
to 90%+ jump in sales 
and profitability –
“saves the company”  . 
•Increases the buying base by 

70+%

2018 - Record Margins, 
Debt Paydown, 
Marginalized 
Hypersound

2019 – ROCCAT 
acquisition almost 
doubles the TAM and 
unlocks new markets

2020 – CATALYST:  New 
doubled replacement 
base biding peripherals 
purchases for next-gen 
consoles + new 
peripherals entrants 



HYPERSOUND RESTRUCTURING
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VALUATION
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MODEL
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MODEL

Upside: 65.8%

Upside: 112%

Upside: 50.2%

Upside: 40.2%

Base Case

Expected
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COMPARABLES
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BENCHMARKING
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FOOTBALL FIELD
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LAST WORD…

Do you understand 
the business?

Is it cheap?

Is it overlooked?

Is it safe?

Is it good?
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Questions?



• Entry Level Headsets Commoditized?
• Price sensitive customers
• Counter: influencers + sponsorships boosting brand awareness
• Counter: ROCCAT -> premium connotation

• "Amazon Effect" of product sales
• In-store displays

• Online sales
• Turtle Beach not as clear of a leader
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APPENDIX - RISKS


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	Slide Number 15
	Slide Number 16
	Slide Number 17
	Slide Number 18
	Slide Number 19
	Slide Number 20
	Slide Number 21
	Slide Number 22
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29

