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Byrna Technologies Inc. (NASDAQ: BYRN)

Buy: Lowering Revenue Estimates

We are lowering our EBITDA estimate slightly for fiscal 2023 on a reduced revenue
estimate. The company is guiding to revenue of $54 to $64 million, up 10% to 30%
from fiscal 2022. We are lowering our fiscal 2023 revenue estimate to $58 million from
$62 million. We reiterate our Buy recommendation and $9.50 price target.

We are lowering our revenue estimate for fiscal 2023 from $62 million to $58 million
due to product introduction delays and slow acceptance of recent product introductions.
These factors are combining with Fed policies to slow demand. However, our EBITDA
estimate is only slightly lower due to higher expected gross margin and lower expected
operating expenses. Our price target is unchanged and based on the same EV/Sales
multiple of 3x and our second half fiscal 2023 run rate revenue of $64 million.

The company expects to begin production of the LE soon and the 12-gauge round later
in the quarter. We had expected production of both to begin a bit earlier. The company
is also shutting down its School Safety initiative due to slower-than-expected sales. Fed
tightening is also having an impact on sales, and in our model, particularly in the first
half.

Freight costs have improved as the company moves to ocean freight which has
significantly lower costs than air freight. Over the course of 2023, it expects most of its
international shipments to transition to ocean freight. For fiscal 2023 we have gross
margin estimated at 56.5%, almost 200 basis points higher than our fiscal 2022 estimate
of 54.7%. The shuttering of the School Safety initiative will save $500 thousand annually
and the company is undertaking an expense reduction program to lower costs by an
additional $1 million.

Cash at the end of Q3 was $24.5 million and is ample over our forecast horizon. Byrna
announced plans to continue its previously approved $5 million stock buyback program.
We are skeptical the program will achieve anything meaningful, and our experience is
small growth companies are much better served by conserving cash, particularly in
environments where demand is weakening.

Valuation & Risks

Our price target of $9.50 assumes an EV/Sales multiple of 3x on our second half fiscal
2023 run-rate revenue estimate of $64 million. Risks to achieving our target include
slower growth from higher interest rates, continuing supply chain disruptions, changes
in regulations to the personal safety and firearm industry and changes in consumer
demand for personal safety devices.
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Current Price $4.98

Price Target $9.50
Revenues ($000s) S 42,160 S 47,018E S 58,000
1Q February $ 8893 § 7977A S 12500
2Q May $ 13,401 $11,619A § 13,500
3Q August $ 8703 $12422A $ 14,000
4Q November $ 11,163 $ 15000E $ 18,000

F2021A F2022E F2023E

EBITDA ($000s) s 1646 S (1,015)E S 4,493
1Q February S 370 S (1,904)A $ 339
2Q May S 3,005 S (532)A S 754
3Q August $  (687) $ 262A $ 1,079
40 November S (1,042) S 1,159E S 2,322

. |
EV/Sales NM 1.9 x 1.5 x
EV/EBITDA NM (87.5) x 19.8 x
52-Week Range $4.50 - $22.08
Shares Outstanding (mil.) 22.2
Market Capitalization (mil.) $111
Enterprise Value (mil.) $89
Debt to Capital 5%
Cash & Equivalents (mil.) $24.5
Cash/sh. $1.10
Average Three Months Trading Volume (K) 171
Insider Ownership 22.9%
Institutional Ownership 26.5%
Short interest (mil.) 3.2%
Dividend / Yield $0.00/0.0%
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Valuation

Firearm manufacturers like Smith & Wesson Brands and Sturm, Ruger trade at low multiples of sales while the rest of the comp group
serving the personal safety and law enforcement markets trades at an average of 4x sales. Our price target for Byrna assumes a 3x
multiple, a substantial discount to the sub-group. This results in a target of $9.50 using our run-rate second-half fiscal 2023 revenue
estimate of $64 million.

Price EPS P/E TEV Sales EV/ EBITDA EV/

Sales EBITDA

AOUT-US American Outdoor Brands, Inc. $ 886 $ 086 104 $ 1477 $ 2247 066 $ 188 7.9
POWW-US AMMO Inc 3.16 0.37 8.5 359.3 324.9 1)1 105.6 34
AXON-US Axon Enterprise Inc 123.29 2:35 52.5 8,402.4 1,255.4 6.69 2457 342
SSTI-US ShotSpotter, Inc. 27.79 0.14 203.9 338.3 91.8 3.68 20.3 16.7
SWBI-US Smith & Wesson Brands, Inc. 10.28 2.00 51 402.2 596.0 0.67 141.8 2.8
RGR-US Sturm, Ruger & Company, Inc. 51.41 4.63 111 702.3 555.4 1.26 1352 52
VTSI-US VirTra, Inc. 5.74 038 174 56.5 30.9 1.83 59 95
WRAP-US Wrap Technologies, Inc. 1.69 (0.35) (4.8) 413 15.7 2.62 (10.8) (3.8)
Median 10.7 1.55 6.5

BYRN-US Byrna Technologies Inc. $ 498 $ (0.11) (44.0) $ 888 $ 56.3 158 $ 37 242

Source: FactSet and Dawson James Securities estimates

EV/Sales and EV/EBITDA have declined sharply over the past few months and we believe current valuation is attractive, even with
lower estimates.

Byrna Technologies, Inc.
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Source: FactSet and Dawson James Securities estimates.

Risks
Risk Analysis: Risks to achieving our target include slower growth from higher interest rates, continuing supply chain disruptions,
changes in regulations to the personal safety and firearm industry and changes in consumer demand for personal safety devices.
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Exhibit 1. Income Statement ($ in 000’s except per share data)

FY2019 FY2020 FY2021 FQ1 22A FQ2 22A FQ3 22A FQ4 22E FY2022E FY2023E
Revenue $ 924 |$ 16,566 |$ 42,160 | $ 7977 $ 11619 $ 12422 § 15000|$% 47,018 $ 58,000
COGS T 9,058 19,270 3,363 5,495 5,545 6,900 21,303 25,223
Gross Profit 149 7,508 22,890 4,614 6,124 6,877 8,100 25,715 32,778
16.1% 45.3% 54.3% 57.8% 52.7% 55.4% 54.0% 54.7% 56.5%
Opex 3,438 11,817 26,181 8,023 8,739 8,283 8,500 33,545 34,521
Operating Income $ (3,289)[% (4309) % (3,291)$ (3,409) $ (2,615 $ (1,406) $ (400)| $ (7,830)| $ (1,743)
Interest & Other, total (1,121) (7,952) (152) 68 (330) 22 25 (226) 100
Pretax Income (4,410) (12,261) (3,443) (3,341) (2,945) (1,384) (375) (8,056) (1,643)
Taxes 0 293 (160) (120) 51 150 (19) 62 (82)
Net Income $ (4410) % (12,553)|$ (3,283)[$ (3,221) $ (2,996) $ (1,534) $ (356)| $ (8,118)| $  (1,561)
Preferred Dividends | $ - $ - 1,043 | $ - $ - $ - $ - 0 0
Net to Common $ (4410)$ (12,553)|$ (4,326)[ $ (3,221) $§ (2,996) $ (1,534) $ (356)| $ (8,118)| $  (1,561)
Basic Shares 10,354 12,679 19,610 23,790 23,097 21,7152 22,237 22,719 22,387
Diluted Shares 10,354 12,679 19,610 23,790 23,097 21,752 22 237 22,719 22,387
Basic EPS $ (0.43) $ (0.98)| $ (0.22) $ (0.14) $ 0.13) $ 0.07) $ (0.02)| $ (0.36)| $ (0.07)
Diluted EPS $ (0.43)[ $ (0.98) $ (0.22)[ $ 0.14) $ (0.13) $ (0.07) $ (0.02)[ $ (0.36)[ $ (0.07)
D&A 54 242 487 175 206 257 286 924 1,144
Stock/Incentive Comp 218 1252 3,150 1,284 1,504 1,273 1273 5,334 5,092
Other 0 0 1,300 46 373 138 0 557 0
EBITDA (3,016) (2,814) 1,646 (1,904) (532) 262 1,159 (1,015) 4,493
Margin -332.6% -17.0% 3.9% -23.9% -4.6% 2.1% 7.7% -2.2% 7.7%
FY2019 FY2020 FY2021 FQ1 22A FQ2 22A FQ3 22A FQ4 22E FY2022E FY2023E
Revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
COGS 83.9% 54.7% 45.7% 42.2% 47.3% 44.6% 46.0% 45.3% 43.5%
Gross Profit 16.1% 45.3% 54.3% 57.8% 52.7% 55.4% 54.0% 54.7% 56.5%
Opex 371.9% 71.3% 62.1% 100.6% 75.2% 66.7% 56.7% 71.3% 59.5%
Operating Income -355.7% -26.0% -7.8% -42 7% -22.5% -11.3% 2.7% -16.7% -3.0%
Interest & Other, total -121.3% -48.0% -0.4% 0.9% -2.8% 0.2% 0.2% -0.5% 0.2%
Pretax Income -477.0% -74.0% -8.2% -41.9% -25.3% -11.1% -2.5% -17.1% -2.8%
Tax Rate 0.0% -2.4% 4.6% 3.6% -1.7% -10.8% 5.0% -0.8% 5.0%
Net Income -477.0% -75.8% -7.8% -40.4% -25.8% -12.3% -2.4% -17.3% -2.7%
EBITDA -326.3% -17.0% 3.9% -23.9% -4.6% 2.1% 7.7% -2.2% 1.7%
YIY
Revenue 269.4% 1692.1% 154.5% -10.3% -13.3% 42.7% 34.4% 11.5% 23.4%
Opex 61.7% 243.8% 121.6% 55.8% 57.8% 23.8% -3.4% 28.1% 2.9%
Operating Income 57.7% 31.0% -23.6% 729.4% -229.3% -22.1% -87.1% 137.9% -T7.7%
Net Income -104.8% -184.7% 73.8%| -1084.2% -247 1% 16.7% 88.9% -147.3% 80.8%
Source: Byrna Technologies, Inc. and Dawson James Securities estimates
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Exhibit 2. Balance Sheet and Cash Flow Statement ($ in 000°s)

30-Nov-19 | 30-Nov-20 | 30-Nov-21 | 30-Nov-22 | 30-Nov-23
FY2019 FY2020 FY2021 FY2022E FY2023E
Cash & ST Investments 1,082 3,175 56,308 32,468 34,085
Restricted Cash 0 6,389 92 0 0
A/R 438 834 1,658 2,400 2,400
Inventory 960 4817 6,613 11,040 12,960
Prepaid Expenses & Othe 37T 1,391 1,490 1,852 2,223
Current Assets $ 2949 (% 16606|($ 66,161 |$ 47,760|$ 51,668
Patent rights 99 811 3,668 3,891 3,247
Deposits for equipment 197 619 1,293 500 500
Right-of-use asset 0 1,200 1,086 2,277 1,813
PP&E 321 1,220 1,972 3,676 6,240
Goodwill 0 651 816 2,307 2,307
Restricted Cash 92 92 0 0 0
Other 0 17 318 186 223
Total Assets $ 3566 (% 21216($ 75314|$% 60597 |$ 65998
AP 640 6,629 6,996 8,270 9,924
Operating Lease 0 258 463 680 680
Deferred revenue 1 4,902 720 1,112 15335
Convertible notes 2,759 0 0 0 0
Notes payable 0 745) 0 0 0
Accrued Interest 266 0 0 0 0
Current Liabilities $ 3675|% 11,864 |$ 8179 (% 10,063|$ 11,939
Convertbile N/P 1,875 0 0 0 0
NP 0 115 0 0 0
Deferred revenue 0 0 405 465 558
Operating Lease 0] 828 632 1,838 1,838
Equity (1,984) 8,409 66,098 48,232 51,663
Total Liabilities & Equity | $ 3566 |$ 21216|$ 75314($ 60597 |% 65,998
30-Nov-19 | 30-Nov-20 | 30-Nov-21 | 30-Nov-22 | 30-Nov-23
FY2019 FY2020 FY2021 FY2022E FY2023E
Net Income (4,410) (12,553) (3,283) (8,118) (1,561)
Depreciation 54 242 487 924 1,144
Stock and Incentive Comg 218 1,252 3,150 5,334 5,092
Other 1,612 8,873 63 1,894 56
Working Capital (1,251) 4723 (4,854) (4,142) (414)
Operating CF $ (3,776)| $ 2538 (% (4437)|% (4,108) $ 4,317
Capx (246) (1,426) (1,700) (2,982) (3,000)
Acquisitions (489) (4,044) (1,933)
Other (80) (138) (44)
Investing Activities $ (246)) $ (1,995 % (5.882)$ (4,959)$ (3,000)
Equity 0 7,714 57.333 (14,468) 300
Debt 4,032 54 (81) 0 0
Financing $ 4032 | % 7,768 | $ 57,252 | 3% (14,468) $ 300
FX $ (19)| $ 1711 $ (189)| $ (407)| $ =
Change in Cash $ (8) $ 8482 |§ 46,744 | % (23,942) $ 1,617
Source: Byrna Technologies, Inc. and Dawson James Securities estimates
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Price target and ratings changes over the past three years:
Initiated — Buy — April 26, 2022 — Price Target $12
Update — Buy — May 18, 2022 — Price Target $12
Update — Buy — June 15, 2022 — Price Target $12
Update — Buy — June 24, 2022 — Price Target $12
Update — Buy — June 30, 2022 — Price Target $12
Update — Buy — July 8, 2022 — Price Target $12

Update — Buy — July 8, 2022 — Price Target $12

Price Target Change — Buy — September 8, 2022 — Price Target Changed from $12 to $9.50
Update — Buy — October 4, 2022 — Price Target $9.50
Update — Buy — October 6, 2022 — Price Target $9.50

Dawson James Securities, Inc. (the "Firm") is a member of the Financial Industry Regulatory Authority ("FINRA") and the Securities
Investor Protection Corporation ("SIPC").

The Firm does not make a market in the securities of the subject company(s). The Firm has not engaged in investment banking
relationships with the subject company in the prior twelve months, as a manager or co-manager of a public offering and has not received
compensation resulting from those relationships. The Firm may seek compensation for investment banking services in the future from
the subject company(s). The Firm has not received other compensation from the subject company(s) in the last 12 months for services
unrelated to managing or co-managing of a public offering.

Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer, director, or
advisory board member of these companies. The Firm and/or its directors and employees may own securities of the company(s) in this
report and may increase or decrease holdings in the future. As of September 8, 2022, the Firm as a whole did not beneficially own 1%
or more of any class of common equity securities of the subject company(s) of this report. The Firm, its officers, directors, analysts, or
employees may affect transactions in and have long or short positions in the securities (or options or warrants related to those securities)
of the company(s) subject to this report. The Firm may affect transactions as principal or agent in those securities.

Analysts receive no direct compensation in connection with the Firm's investment banking business. All Firm employees, including the
analyst(s) responsible for preparing this report, may be eligible to receive non-product or service-specific monetary bonus compensation
that is based upon various factors, including total revenues of the Firm and its affiliates as well as a portion of the proceeds from a broad
pool of investment vehicles consisting of components of the compensation generated by investment banking activities, including but
not limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report.
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Although the statements in this report have been obtained from and are based upon recognized statistical services, issuer reports or
communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates
included in this report constitute the analyst's judgment as of the date of this report and are subject to change without notice.

Information about valuation methods and risks can be found in the ""Valuation' and ""Risk Analysis' sections of this report.

The securities of the company discussed in this report may be unsuitable for investors depending on their specific investment objectives
and financial position. This report is offered for informational purposes only and does not constitute an offer or solicitation to buy or
sell any securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request.

Ratings Definitions:

1) Buy: The analyst believes the price of the stock will appreciate and produce a total return
of at least 20% over the next 12-18 months;

2) Neutral: The analyst believes the price of the stock is fairly valued for the next 12-18
months;

3) Sell: The analyst believes the price of the stock will decline by at least 20% over the next
12-18 months and should be sold.

The following chart reflects the range of current research report ratings for all companies, followed by the analysts of the Firm. The
chart also reflects the research report ratings relating to those companies for which the Firm has performed investment banking services.

Current as of 20-Sep-22

Company Investment
Coverage Banking
% of
Ratings Distribution # of Companies | % of Total | # of Companies Totals
Market Outperform (Buy) 25 83% 3 12%
Market Perform (Neutral) 4 13% 1 25%
Market Underperform (Sell) 1 3% 0 0%
Total 30 100% 4 13%

Analyst Certification:

The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report accurately reflect his
(their) personal views about any and all of the subject securities or issuers discussed; and 2) no part of the research analyst's compensation
was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst in this
research report; and 3) all Dawson James employees, including the analyst(s) responsible for preparing this research report, may be
eligible to receive non-product or service-specific monetary bonus compensation that is based upon various factors, including total
revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of
components of the compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants,
which may or may not include the securities referenced in this report.
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