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INDUSTRY LEADERSHIP ) TEEAGH

* 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 $S4.65bn 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



HISTORICAL STOCK PERFORMANCE ) TBEACH

January 15, 2014
Turtle Beach reverse merger with
Parametric Sound

$70

March 5, 2019

°60 Percentage of shorts hit high 72% of
the total float, spiking borrow costs ... : March 15, 2019
$50 : Low adjusted
March 1, 2014 — April 20, 2015 i earnings crash
$40 Consistent declining margins and free stock; short sellers
cash flow due to Hypersound segment oo rewarded

$30

April 1, 2018 — August 8, 2018

620 Fortnite explosion coincides with

significant stock appreciation -
$10
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PRODUCT ANALYSIS R =N=

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

 ROCCAT products are mainly keyboard and
mice for PC gaming

* Entry-level gamers <4 hrs
 Casual gamers 4-6 hrs
* Enthusiastic gamers 7-15 hrs
 Core & professional 16+ hrs

gamers



PRODUCT ANALYSIS
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Taking The L? ) TBEACH

* Many viewed Fortnite as isolated, one-time
tailwind with temporary effects

* Nearly impossible to sustain 2018 levels

* Hidden Implications
 Larger installed user base
e Creation of Battle Royale trend

 Compounding in Anticipation of Next Generation
Consoles




flany More Squads Out There..

* Installed base of console headset users grew
significantly

e 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

2017

2018

upgrade in 2019
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+30% 11.8
Asauirning 50%
of incremental

2018 users
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2019 Model 2020+
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12-24 Month Headset Replacement Cycle

* Fortnite-injected headset users now
enter the replacement cycle
e 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

ASP

Esports

Core Gamer
16+ hours per week

Enthusiast

Gamer
7-15 hours per week

Casual Gamer
4-6 hours per week

Entry-Level

Gamer
< 4 hours per week

= 5150

$79 - 599

$49 - 579

< 549
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Pre-Battle Royale Impact Battle Royale Impact

Increased
1 Console
o Headset Users
ncreaseq
Active o
Consoles Replacement
Headsets fUpgrade
Sales Up Cycle

B ':'-:1 ! 1
Headsets 4% Y10

Sold
Annually

;"’u
R 4

Gaming Console Gaming Console
Consoles Gaming Headsets Consoles Gaming Headsets

1] US and Canada NPD Console Gaming Headset sell through data, January through September 2018.

12



Ready Up for the Next Gen Gonsoles

* PlayStation 5 and Xbox Scarlett, set for
Holiday 2020

» Potential last push for existing consoles

e Last 7 console releases:

* 1. Slowdown pre-release as users wait
e 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

S ETURTLE
| 'BEACH

PlayStation and Xbox Console Sales

30
0 AN
2012 13 2014 2005 2016 017 I01E 2005 2030 2021 HIFE
HGens HGen 7 Gen B

|
0TE

Sowrce © DFC Intellgence September 2019 Worldwide Wideo Game Market Forecosts; Hovdwiore unit sofes (In Milllons)

Active Installed Base

40
20

Year 1 Year 2 Year 3 Year 4

&

Gen 7 ee—Gen B
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NEXT GENERATION CONSOLES ) TBEACH

Gen 7 Xbox (Nov 2013) Gen 8 Xbox (2020) Gen 7 PlayStation (Nov 2013) Gen 8 PlayStation (2020)
: _ e D\
o) XBOX
@' {ERRTEN
L ~ra L PSS

Project Scarlett (announced at E3 2019) PlayStation 5/PS5 (announced in April 2019)
Release: Holiday 2020 (expected November) Release: Holiday 2020 (expected November)
Price: Unknown Price: $499 (unconfirmed)
* Backward compatible with Xbox One * Backwards compatible with PS4
* Major power increase/faster game access/reduced load times * Major power increase/faster game access/reduced load times
* Wil support up to 8k resolution *  Will support up to 8k resolution
*  Still play discs/not completely online * Significant focus on high-quality, immersive 3D audio
* Game Pass subscription service is key/access to AAA games * Still play discs/not completely online
*  Project xCloud game streaming service * Ray tracing technology
« Beefed up Game Studio acquisition for exclusive development * PlayStation Now streaming/focus on AAA titles
* Custom Zen 2 AMD chip * AMD 8-core chip based on third generation Ryzen line with 7nm Zen 2

14
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HYPERSOUND RESTRUCTURING



HYPERSOUND RESTRUCTURING ) TEEAGH

e Turtle Beach acquired HyperSound through a reverse merger in 2014
* HyperSound: directed audio technology for the hearing healthcare industry
* Draining ~S9 -512 million in EBITDA each year
* Management spend S900 million trying to commercialize the product
* |solated, the headset segment has positive earnings 2016 - 2017

Revenue (2016) OpEx (2016)

Headset,
39%

Headset,

~100% HyperSound,

61%




IMPROVED MARGINS ) TEEAGH

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

e 2017 had a positive operating income, for the first time since 2012

40%
35%

Gross Margin
30%
25%
20%
15%

10%

5%
EBITDA Margin
0%

2013 201 2017 2018 2019 2020
-5%

-10%



DEBT PAYDOWN ) TEEACH

* 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)

Retired in
April 2018
9M

Series B 8% dividend
Preferred
$45.8M

$38.1M
Sub Debt - ' SMlbusorsoix Bo Bhieon+9.1%

S15.4M JLIBOR + 9.1%

$3.3M
Term Loan a Jusom +6.75% | S125M &
= ‘ Tt $12.5M JUBOR + 6.75%
| $8.ZM
Fin Avarege aa I“a‘:"l +20% | S13AMJuBOR +15% | s300m JUBOR+15% | g | UBOR«15%
Revolver =
Dec 31, 2017 Mar 31, 2018 June 30, 2018 Sep 30, 2018 31-Dec-18
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ROCCAT ACQUISITION ) TEEAGH

e Closed in Q2 2019 for USD 19.2 million

* Rationale:
e Access to new markets
* Europe, Asia (Korea, Japan, Singapore)
* Access to new products
* PC keyboards, mice
* Access to new customer demographic o e a—
* Higher-end brand, caters to serious gamers e e T

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

e 2019: ~S16m revenue

* Implication: Help capture larger share of
return buyers



STORY & CATALYSTS S-TURTLE

| 'BEACH

2020 — CATALYST: New
doubled replacement
base biding peripherals

2019 — ROCCAT purchases for next-gen
acquisition almost consoles + new
, doubles the TAM and peripherals entrants
2018 - Record Margins, unlocks new markets
Debt Paydown,
Marginalized
2018 - Fortnite leads Hypersound
to 90%+ jump in sales
and profitability —
2014-2017 - “saves the company” .
Egr_ﬁ;;o;rr;?n?_lz -I7n0c+r;)ases the buying base by !
2014 - Parametric Operating at LOSS,

Reverse Merger Negative FCF
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MODEL

Total Net Revenue 186,176 162,747 173,978 149,135 287.437 235,207 228,646 229,717 230,787 231,858
Net Revenue from PC Accessories 16,DDD‘ 5 54000 S5 54000 5 54000 S5 54,000
Net Revenue from Console Headsets 5219,207 5 174646 5 175717 5 176,787 5 177,858

Total Addressable Markets
PC Accessories TAM

% change yoy
Conscole Headsets TAM
% change yoy

Regicnal TAM (Adjusted for retail markup)
Console Headsets NA TAM
% change yoy
% of TAM
Console Headsets UK TAM
% change yoy
% of TAM
Conscle Headsets Europe, Asia & Other TAM
% change yoy
% of TAM

HEAR Servicable Addressable Market (Gross Revenue)
Console Headsets NA
Console Headsets UK
Console Headsets Europe, Asia & Other

Market Share
HEAR PC Accessories Market Share
HEAR Console Headet Market Share [NA)

HEAR Console Accessories Market Share [UK)
HEAR Console Europe & Other Market Share

MNet Revenue by Geographic Location:
Morth America
United Kingdom
Europe
Other

514,076
1435

308,445

123,224
26,439
18,565
10.242

592,578
15%

355,547

123,908
29,425
24,082

8761

329,204

117,526
20,881
17,329

7.011

608,641
11%

365,185

130,371
21,887
15,729

£.100

2,900,000 2,700,000 $ 2,700,000

7% " 0%

1,058,824 1,800,000 1,400,000 $ 1,190,000
70% -22% -15%

477,058 917,022 713,238 606,253
-22% 92% -22% -15%
51%
79,919 135,873 105,679 89,827
70% -22% -15%
8%
501,847 747,105 581,082 493,920
49% -22% -15%
42%
286,235 550,213 427,944 363,752
47,951 81,524 £3,407 53,896
301,108 448763 348,648 296,352

46.1%
458 B%
B.3%

103,159 215,601 167,690 129,396
21,113 34,509 26,840 23,272
20,277 30,244 24,677 21,978

4586 7.083

52,700,000
g 0%
51,190,000
0%

606,253
0%

89,827
0%

493,920
0%

363,752
53,896
296,352

129,396
23,272

23,049

606,253
035

89,827
0%

493,920
0%

363,752
53,896
296,352

129,396
23,272

24,119
22

606,253
0%

89,827
0%

493,920
0%

363,752
53,896
296,352

129,396
23,272

25,180



MODEL o IBJE;I'IlfII::l

LTG
150% 175% 2 00% 225% 2 50%
11.39% 1126 1144 1162 1181 12.02
Q 11.14% 11,50 1168 11.88 12.08 12.30
g 10.89% 11.75 11.95 12,37 12 61 Upside: 40.2%
= 10 64% 12.01 12.22 12 44 1268 12,93
10.39% 12.29 12 51 12.75 13.00 1327
Base Case . Mutpe
Exit Multiple
5.0x 6.5x 8.0x 9 5x 11.0x
11.39% 995 1139 12,83 1428 16.72
O 11.14% 10.01 11.47 12.93 1438 15.84
O 10.89% 10.08 11.55 14.49 15.96 Upside: 50.2%
= 10 64% 10.14 1163 1311 14,60 16.08
10.39% 10.21 1171 1321 1471 16.21
LTG
1.50% 1.75% 2.00% 225% 2.50%
11.39% 1321 1344 1368 13.94 1421
O 11.14% 13.52 13.76 14.02 14.29 14,58 .
2 10.89% 13.84 1410 1438] 14 67 14.97 Upside: 65.8%
= 10.64% 14.19 14.46 14.75 15.06 15.29
10.39% 14,55 14.84 15.15 15.48 15.83
Expected . Mutiple |
Exit Multiple
5.0x 6.5x 8.0x 9 5x 11.0x
11.39% 13.24 15.66 18.09 20 51 2294 .
o 11.14% 13.34 15.79 18.23 20,68 9313 Upside: 112%
e 10.89% 13.43 15.91 20.85 23.32
= 10.64% 13.53 16.03 18.53 21.02 2352
10.39% 13.62 16.15 18.67 21.19 2371 23




TURTLE

COMPARABLES M(L BEACH

Company Information Market Valuation ‘."nhmimn Metrics Beta Calculation

Enterprise EViI Unlevered

Ticker Firm Share Price Shares Qut Market Cap Met Debt Yalue EEHTDF\ EBIT Sales PIE PIFCF P/B Raw Beta Tax rate Beta

HEAR US EQUITY I—E—R Turtle Beach Corp 55.67 14 517 2 512549 $30.3 5148 4 A 1x 11.9x% 0.6x 13.4x 57X 31x 1.96 4 24% 1.59
LOGIUS EQUITY LOG Logitech International SA 54302 $173,106.60 5744705  -5604 52 56,908.52 1545 16.8% 2 3x 198x 227x 5 9% 1.35 5.00% 147
DLB US EQUITY CLE Dolby Laborataries Inc 569 36 56449398 5447330 -5916.36 56,078.76 11.9x% 13.8x% 4 4x 19 6% 30 3x 2.0% 0.90 9.49% 1.11
UEIC US EQUITY UEIC Universal Electronics Inc $56.94 $13,928.19 $793.07 548.29 5841.92 80% 1624 1.1% 152x 207x 31K 1.35 54.43% 1.3
Top Cuartile 53,6532 547695 11.0% 15.6x% 3.6x 18 .5x 27 9% 31x 1.24 1.26

Mean 526332 53,4603 10.0% 15.0% 2.8% 17 . 4x 25.5% 3.0% 1.13 1.21

Median 526332 534603 10.0x 15.0% 2.8x 17 4x 25 5x 3.0m 1.13 1.21

Bottom Quartile 1,713 $2,1511 9.0x 14.4x 1.9% 16.3x 231x 3.0x 1.02 1.16
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BENCHMARKING

HEAR LS EQUITY IHE—F=!

LOGIUS EQUITY
DLB Us EQUITY
UEIC US EQUITY

rﬁ;«v«w

URTLE
BEACH

Company Information  Genem M Magns M Retums | Working Capital
1-¥ear Rev 3-YearRev 5-YearRev Debt/ Gross EBITDA Operating Profit

Ticker Firm Growth Growth CAGR Equity Margin Margin Margin Margin ROE ROA ROIC DSO DIo DPO CCC

Turtle Beach Corp _ 0.00 37.8% 203% 18.8% 13.6% 0.4 Days 1.0 Days 12 Daysl
LOGI Logitech International SA 8.6% 11.4% 5.5% 0.00 37.2% 11.9% 9.4% 9.2% 25.1% 13.1% 22.8% 0.6 Days 0.7 Days 0.9 Days 0.4 Days
DLB Dolby Laborataries Inc 5 8% f.6% 5.3% 0.00 10.9% 9.0% 10.0% 0.5 Days 0.7 Days 0.4 Days 0.8 Days
UEIC Universal Electronics Inc -2.2% 4.2% 5.1% 0.39 20.8% 4.7% -0.2% 1.8% -5.4% -2 6% -8.9% 0.7 Days 0.8 Days 0.7 Days 1.0 Days
Top Quartile 3.9% 6.0% 5.2% 28.9% 70.5% 21.8% 15.5% 15.9% 6.8% 6.1% 5.3% 0.7 days 0.8 days 0.6 days 0.9 days
Mean 1.9% 5.4% 5.2% 19.3% 53.9% 16.1% 10.2% 11.2% 2.7% 3.2% 0.5% 0.6 days 0.8 days 0.5 days 0.9 days
Median 1.9% 5.4% 5.2% 19.3% 53.9% 16.1% 10.2% 11.2% 2.7% 3.2% 0.5% 0.6 days 0.8 days 0.5 days 0.9 days
Bottom Quartile -0.2% 4.8% 5.2% 9.6% I7.4% 10.4% 5.0% 6.5% -1.3% 0.3% -4.2% 0.6 days 0.7 days 0.5 days 0.8 days
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FOOTBALL FIELD ) TEEAGH

Logitech/Astro Acquisition $25.86 I $25.86

Comparables - P/E $25.87 _ $20.38
Comparables - EV/EBITDA $11.64 - $14.19
DCF - Perpetuity $12.15 - $14.38
DCF - EVIEBITDA $13.02 _ $18.38

58 $13 $18 $23 $28

Weighted
Contribution

Valuation Metric Weight Per-share Value

DCF - EVIEBITDA G0% 5157 59 42
DCF - Perpetuity 10% 513.27 51.33
Comparables - EVIEBITDA 10% £12.91 51.29
Comparables - PIE 10% 52762 R2.76
Precedents 10% 52586 52549

Target Price: $17.30 |




LAST WORD... ) TSEACH

Do you understand Firm Analyst Recommendation Target Price Upside
. 5 DA Davidson Tom Forte Buy 520 131%
the business: Wedbush Michael Pachter Qutperform S14 61%
Oppenheimer Andrew Uerkwitz  Outperform 518 108%
. Maxim Group Nehal Chokshi Buy 522 154%
Is it Cheap? Lake Street Capi
pital Mark Argento Buy 517 96%
Trade Date Participant Net Sell (Shares) Net Buy (Shares) Close Price
11/13/2019 Ballard L 10,000 8.78
Is it overlooked? 8/28/2019 Doornink Ronald 8.79
8/19/2019 Thompson Kelly 5,394 9.27
8/16/2019 Hanson John 1,854 9.16
8/15/2019 Stark Juergen -6,204 9.15
Is it Safe? 6/14/2019 Doornink Ronald 5,000 10.32
6/13/2019 Doornink Ronald 4,938 10.50
6/12/2019 Doornink Ronald 2,305 10.19
6/11/2019 Hanson John 4,900 10.24
. 6/10/2019 Doornink Ronald, Stark Juergen 26,441 9.30
IS It gOOd? 6/7/2019 Wolfe Andrew L 10,000 9.67

27



TURTLE

Questions? I, '"BEACH

TURTLE
BEACH




APPENDIX - RISKS ) TBEACH

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

ENHANCE YOLUR GAMING EXPERIENCE

* "Amazon Effect" of product sales
* In-store displays
* Online sales
* Turtle Beach not as clear of a leader
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