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Acushnet Holdings (coLr: $24.21 In-Line; $24 PT)

Only Modest Changes to Outlook and Estimates Following 4Q18 Earnings Report—
Maintaining Our In-Line Rating and $24 Price Target

Figure 1. Acushnet Holdings—Key Company Data, Prices as of 3/11/19

George Kelly, CFA Key Data FY: Dec 2018E 2019E 2020E
(212) 351-9476 Price: $24.21|EBITDA: old New old New old New
gkelly@imperfalcapiialcom Price Target: $24.00|Q1 774A | TTAA 790 | 77.8 - -
52-Week Range: $20.24-$27.87|Q2 79.4A | 794A 831 78.0 - -
Market Cap ($mn): 1,828|Q3 383A | 383A 435 | 428 - =
Key Data Shares Out. (mn): 75.5|Q4 370 | 361 428 | 407 - =
f,ﬁg“e”z’s'/ . S;L; 1 Avg. Daily Vol.: 165,000] Year 231.8 | 230.8 2483 | 239.2 2429 | 247.6
Rating: In-Line EV/EBITDA: 10.0x 9.6x 9.3x
Price Target: $24 Total Debt and LT Liab ($mn)* 504
Eg:g‘;&:}m 62302 Net Debt ($mn)*: 473|Revenue ($mn)
2020E EBITDA: $2476 Q1 28 R 452 S - -
2019E EV/EBITDA: 9.6x EV ($mn): 2,300|Q2 478A 478A 489 480 - =
2020E EV/EBITDA: 9.3x Dividend: 0.56|Q3 370A | 370A 375 380 - =
Dividend yield: 2.3%|Q4 338 343 340 356 - =
Year 1628 | 1,634 | 1656 | 1,661 1,676 | 1,709

Sources: Company data and Imperial Capital, LLC.
Company Description
Acushnet owns several popular golf

4 GUS SEYEE = Financial Summary
brands, including Titleist and FootJoy.

Acushnet Holdings (GOLF) generated revenue of $1.7bn and adjusted EBITDA of $231mn in the
latest 12 month (LTM) period ended 12/31/18. The company had $504mn in total debt and other long-
term liabilities and $31mn in cash as of that date.

= View

We are maintaining our In-Line rating and our one-year price target of $24 on GOLF shares.
Our price target is based on 9.2x our 2020E EBITDA of $248mn (7.9% free cash flow yield).

= Rationale

We remain on the sidelines following 4Q18 results and initial 2019 guidance. We see muted upside in
GOLF and prefer other stocks under coverage.

Quarterly overview: Acushnet reported 4Q18 results on 2/28/19 that were mixed versus our
estimates. Revenue of $343mn and EBITDA of $36mn compared to our estimates of $338mn and
$37mn, respectively. Most operating segments generated negative revenue and operating income
growth during the quarter. Gross margin increased modestly.

Guidance update: Management provided 2019 guidance calling for revenue of $1.655-1.685bn and
EBITDA of $235-245mn. Guidance includes $20-25mn in contribution from the PG Professional Golf
acquisition, which closed in October and likely added <$5mn in 2018 revenue. Growth in FY19 is
expected to be back-half weighted due to new product timing.

Balance sheet and free cash flow profile: GOLF ended the quarter with $504mn in debt and
pension liabilities, a comfortable position given the company’s strong free cash flow profile. We
estimate $172mn in operating cash flow in 2019, offset by $36mn in capital expenditures

Important Disclosures, Certifications
and Other Information

See the last page of this report for important
disclosures, analyst certifications and other
information concerning conflicts of interest that may
exist between the subject of this report and Imperial
Capital, LLC, Imperial Capital Asset Management,
LLC and/or the author(s) of this report.

Additional information is available upon request.

(management guidance). The strong cash generation gives management much flexibility, and it
indicated on the call that share repurchases, dividends, and M&A are all being evaluated. On 2/14/19,
the Board authorized the repurchase of an additional $30mn in common stock, bringing the total
authorization to $50mn. There were no share repurchases in 2018. The company also increased its
quarterly dividend to $0.14 ($42mn annually).

Retail outlook: Management appears confident that the retail environment remains healthy, as has

been the case in recent years.
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Figure 2. Acushnet Holdings—Capitalization as of 12/31/18, Prices as of 3/11/19
LTM Revenue (12/31/18) 1,634 Debt Net Debt Net Debt Price / YTM Interest Exp.
LTM ADJ EBITDA (12/31/18) 231 Face Face Market Analysis Analysis
LTM EBITDA % (12/31/18) 14.1%
LTM FCF (12/31/18) 131
LTM Net LTM Net LTM
Settlement Date NA| Cum. EBITDA Cum. EBITDA Cum. EBITDA
M/S&P Debt 231 Debt Debt Debt Rate/ Est.
Rating Balance | Face Mult. Face Mult. Mkt Mkt Mult. Price YTM Mat. Coup. Int. Exp.
Cash 31
LT Liabilities
Debt 384 384 353 384 353 07/28/21| L +1.25-2.0 18.9
Pension - Underfunded Status 120
Total 504 504 2.2x 473 2.0x 504 473 2.0x 18.9
Common Equity
Common Stock (GOLF) 1,828
Total Equity 1,828 2,180 9.4x 24.21 75.5 Interest 18.9

Sources: Company data and Imperial Capital, LLC.

Recent Financial Results

Figure 3. Acushnet Holdings—Quarterly Overview

Q418A IC Est
Sales 343.4 3376 |
COGS 168.4 168.8
Gross Profit 1749 168.8
Gross Margin 50.9% 50.0%
S,G,A 140.2 131.6
R&D 13.4 12.0
Op Income 19.6 23.5
Interest (4.5) (4.0)
Other 0.6 0.0
Pretax Income 15.8 19.5
Taxes 3.5 55
Net Income 12.3 14.1
GAAP EPS [ $0.15 $0.17 |
AdjEBITDA | 36.1 370 |
2019 guidance NEW:
Revenue 1,655 1,685
EBITDA 235 245
2019 estimates PREV:
Revenue 1,656
EBITDA 248

Growth
-2.3%

-11.8%

Sources: Company data and Imperial Capital, LLC.
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Figure 4. Acushnet Holdings—Income Statement, 2016-2020E

Sources: Company data and Imperial Capital, LLC.

Acushnet Holdings 2016 2017 1Q18 2Q18 3Q18 4Q18 2018 1Q19E 2QI19E 3QI19E 4QI19E 2019E  2020E
(GOLF) March June Sept Dec March June Sept Dec
Sales 441.8 478.1 370.4 343.4 444.2 480.4 379.9 356.2
Growth 1.9% 11.7% 6.7% -2.3% 0.5% 0.5% 2.6% 3.7%
Cost of Goods Sold 214.1 227.3 181.5 168.4 214.1 228.2 186.2 174.5
Gross Profit 227.7 250.8 188.9 174.9 230.1 252.2 193.7 181.6
Selling, General, Administrative 151.4 171.7 148.7 140.2 151.0 172.9 153.1 140.7
Research and Development 12.4 12.9 12.8 13.4 13.5 13.5 13.5 13.5
Intangible Amortization 1.6 1.6 1.6 1.8 1.8 1.8 1.8 1.8
Restructuring and Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Operating Income 62.3 64.6 25.9 19.6 63.8 64.0 25.3 25.7
Interest (4.4) (5.2) (4.3) (4.5) (4.5) (4.5) (4.0) (4.0)
Other 0.4 (0.5) (4.1) 0.6 0.0 0.0 0.0 0.0
Pretax Income 58.3 58.8 17.4 15.8 59.3 59.5 21.3 21.7
Taxes 15.2 18.4 10.1 3.5 17.8 17.8 6.4 6.5
Net Income 43.1 40.4 7.3 12.3 41.5 41.6 14.9 15.2
Noncontrolling Interest (1.6) (0.5) (0.3) (0.8) (1.0) (1.0) (1.0) (1.0)
Net Income 415 39.9 7.1 11.4 40.5 40.6 139 14.2
GAAP EPS $0.56 $0.53 $0.09 $0.15 $0.53 $0.54 $0.18 $0.19
Shares Outstanding 74.7 75.0 74.8 75.5 75.7 75.9 76.1 76.3
Adj EBITDA 77.1 79.4 38.3 36.1 77.8 78.0 42.8 40.7
FCF (92.7) 143.6 58.5 21.5 46.8 46.9 21.2 21.5
Gross Margin 51.5% 52.5% 51.0% 51.8% 52.5% 51.0%
Selling, General, Administrative 34.3% 35.9% 40.1% 34.0% 36.0% 40.3%
Research and Development 2.8% 2.7% 3.5% 3.0% 2.8% 3.6%
Taxes 26.1% 31.3% 57.9% 30.0% 30.0% 30.0%
Operating Income 14.1% 13.5% 7.0% 14.4% 13.3% 6.7%
EBITDA 17.4% 16.6% 10.4% 17.5% 16.2% 11.3%
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Risk Factors

m Reliance on ball segment: Acushnet's ball segment generates a substantial portion of consolidated
profitability.

= Consumer: Any weakness in consumer spending would negatively impact GOLF.
= Controlled company: A majority of GOLF is owned by entities affiliated with FILA.

® Competition: Acushnet competes against several well-capitalized peers.

Price Chart and Ratings History

Figure 5. Acushnet Holdings—Price Chart and Ratings History
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IC Report
Description Price Rating Date
Common Stock $25.26 In-Line 11/2/18
Common Stock $26.28 In-Line 8/6/18
Common Stock $22.35 In-Line 5/7/18
Common Stock $22.41 In-Line 3/8/18
Common Stock $18.74 In-Line 11/10/17
Common Stock $16.00 In-Line 8/11/17
Common Stock $19.83 In-Line 7121117
Common Stock $19.15 In-Line 6/22/17
Common Stock $18.66 In-Line 5/26/17
Common Stock $19.65 In-Line 5/15/17
Common Stock $18.13 In-Line 4/21/17
Common Stock $18.12 In-Line 3/23/17
Common Stock $19.71 In-Line 1/3117

Sources: Bloomberg and Imperial Capital, LLC.

Companies under coverage: George Kelly, CFA: Acushnet Holdings (GOLF), Brunswick Corporation
(BC), Callaway Golf Company (ELY), Drive Shack (DS), Freshpet (FRPT), Haymaker Acquisition Corp
(HYAC), Johnson Outdoors (JOUT), Lindblad Expeditions (LIND), MINDBODY (MB), National Beverage
(F1ZZ), Nautilus (NLS), Planet Fitness (PLNT), Primo Water (PRMW), Town Sports International Holdings
(CLUB), YogaWorks (YOGA).
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Important Disclosures, Certifications and Other Information

Ratings Distribution and Definitions
Equity Ratings Definitions (as of 7/1/09)

Outperform 65.29% Outperform: TRR expected to exceed basket by at least 10%
In-Line 29.75% In-Line: TRR expected to be in-line with basket
Underperform 4.96% Underperform: TRR expected to underperform basket by at least 10%

This Equity Ratings Distribution reflects the percentage distribution for rated equity securities for the twelve month period 1/1/18 through 12/31/18. Rating
definitions are expressed as the total rate of return (TRR) relative to the expected performance of a basket of like securities over a 12-month period. Within the
twelve month period ended 12/31/18, IC has provided investment banking services to 12.66% of companies with equity rated an Outperform, 0.00% of
companies with equity rated an Underperform, and 11.11% of companies with equity rated an In-Line. As of 12/31/18.

Fixed Income Ratings Definitions and Equity Ratings Definitions (prior to 7/1/09)

Buy: TRR expected to exceed basket by at least 10%
Hold: TRR expected to be in-line with basket
Sell: TRR expected to underperform basket by at least 10%

Rating definitions are expressed as the total rate of return (TRR) relative to the expected performance of a basket of like securities over a 12-month period. Please
refer to our publication dated 7/1/09 for details associated with the transition of our Equity Ratings to the current definitions.

For a discussion of the valuation methods used to determine our price target, if any, please see page 1. See page 4 for the
risks that may impede achievement of such price target, and page 4 for our ratings history and price chart.

Analyst Certification: Each research analyst whose name appears in bold on the front page certifies that: (1) the views expressed in this report reflect
the analyst’s personal views about the subject securities or issuers; and (2) none of the analyst’s compensation was, is or will be directly or indirectly
related to the specific recommendations or views expressed herein. The analyst(s) responsible for the preparation of this report receive(s) compensation
primarily based upon individual performance (e.g., productivity and quality of work) and the overall financial performance of Imperial Capital, LLC,
including overall revenues from investment banking activities.

COMPANY DISCLOSURE

Acushnet Holdings | None

" As of the date hereof, the analyst or other Imperial Capital, LLC (IC) or Imperial Capital Asset Management, LLC (ICAM) employee who assisted in the

drafting of this report (or a member of his/her household) has a financial interest in the securities of this entity.

2 IC makes a market in the debt securities of this entity.

% |C makes a market in the equity securities of this entity.

* As of 2/28/19, IC or its affiliates beneficially own 1% or more of any class of common equity securities of this entity.

® |C has managed or co-managed a public offering or Rule 144A offering of securities for this entity during the past 12 months.

¢ IC has received compensation for investment banking services from this entity during the past 12 months.

7 IC expects to receive or intends to seek compensation for investment banking services from this entity within the next three months.

& IC or its affiliates has received compensation for products or services other than investment banking services from this entity during the past 12 months.

° IC had a [investment banking services] [non-investment banking securities-related services] [non-securities services] client relationship with this entity

during the past 12 months.

0" As of the date hereof, the analyst or other IC or ICAM employee who assisted in the drafting of this report (or a member of his/her household) serves as

an officer, director or advisory board member of this entity.

" IC had (and/or currently has) a financial advisory relationship with certain creditors or equity holders with respect to the entity during the past 12 months.
Compendium Disclosure: Securities of issuers in this report, in addition to the subject issuer, may be rated by IC or its affiliate. Please see
disclosures, price charts, and ratings histories for those issuers in our previously-published research reports, available by contacting your account
executive at 1-800-929-2299, or on IC’s Web site at www.imperialcapital.com.

*Disclosure items appropriate to each entity, if any, are indicated.

The table above discloses IC’s or its affiliate’s ownership, if any, of securities mentioned herein. While this report is in circulation, IC or its affiliates may, from time
to time, make purchases or sales for their own accounts of securities of any entity. The table above also discloses, as of the date hereof, whether or not IC makes
a market in any of the securities mentioned herein. IC’s market making may constitute, in the case of equity securities and certain debt securities, standing ready
to make purchases or sales of securities on a regular or continuous basis or quoting markets in debt securities. Notwithstanding IC’s market making activities as
of the date hereof, while this report is in circulation IC may begin or discontinue such market making activity for any entity.

This report was jointly prepared pursuant to an intercompany agreement with IC’s affiliate, Imperial Capital Asset Management, LLC (ICAM), a SEC
registered investment advisor. The analyst who prepared this report is an associated person of ICAM. From time to time, ICAM may accept payments
from customers for generic investment advice contained in this report. None of the analyst's compensation was, is or will be directly or indirectly related
to the specific recommendations or views expressed herein. This report is for information purposes only. Under no circumstances is it to be used or
considered as an offer to sell, or a solicitation of an offer to buy any security. While the information contained in this report has been obtained from
sources believed to be reliable, we do not represent or guarantee that the report is accurate or complete, and it should not be relied upon as such. Any
references or citations to, or excerpts from, third-party information or data sources (including, but not limited to, Bloomberg, Capital IQ and IBISWorld) do
not and are not intended to provide financial or investment advice and are not to be relied upon by anyone as providing financial or investment advice.
Based on public information available to us, prices and opinions expressed in this report reflect judgments as of the date hereof and are subject to
change without notice. The securities covered by or mentioned in this report involve substantial risk and should generally be purchased only by investors
able to accept such risk. This research report and the securities mentioned herein, some of which may not be registered under the Securities
Act of 1933, are intended only for Qualified Institutional Buyers (QIBs), as defined under Rule 144A. Any opinions expressed assume that this
type of investment is suitable for the investor. This report may be the last or only report covering the issuer(s), industries sectors and/or securities
discussed. Decisions to cease coverage are based on a variety of factors. IC and ICAM'’s research coverage is opportunistic in nature and analysts
generally are not assigned continuing-coverage responsibilities for any issuer, industry, sector or security. As a result, coverage of such issues is
frequently characterized by either isolated reports or long periods between reports. IC’s and ICAM’s views of a security, issuer, industry or sector may
change without the issuance of a new report. If you would like to know whether IC’s and ICAM'’s views have changed, please call us at (310) 246-3700.
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