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PCE Headline Accelerated To 4.4% With Core At 4.7% YoY
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YoY PCE Headline accelerated from
4.2% in March (after 51% in Feb.) to 4.4%
in April.

YoY PCE Core accelerated from 4.6% in
March (after 4.7% in Feb.) to 4.7% in
April.



Headline & Core PCE Increased +0.4% MoM

W PCE Headline MoM % W PCE-Core MoM %
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Yearly Income & Spending Trends Exceed PCE Inflation

= Personal Income YoY % = Personal Spending YoY %
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PCE Spending +0.8% & PCE Income +0.4% In April

W Personal Income MoM % W Personal Spending MoM %
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JOLTs Stay Elevated & Job Quits Decline

Job Openings: Total Nonfarm = Quits: Total Nonfarm
13000
11000
9000
= JOLTs Job Openings increased from
000 9.745m in March to 10.103m in April
»  JOLTs Job Quits declined from 3.842m
INn March to 3.793m in April
5000
3000
1000
O NN O N N 0N NN 0N 0N N 0NN 0N 0NN 0NN
© 0 QO T o000 000050000 o9 T o0 o
M M = X ¥ = 0 N = O W = b b = O 0 = O O = O O K NN N N N N ™M
= 5 © = = 0o 5 57 O = = 0 5 5 0 = = 0 = == O & O o o o
SRRV IRRATRRTCRRIERIRTERRIg 9 RLERITNGgELRZY

Sources: FRED, Blue Line Capital, Blue Line Futures

6/2/2023 6 ELUE LINE CAPITAL



339k Jobs Added In May; April Revised Higher To +294k (From +253k)

W Total Nonfarm Payrolls
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Unemployment Rate Increases By 0.3% To 3.7% In May

=@=Jnemployment Rate
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» The unemployment rate ticked higher

to 3.7%, up from a multi-decade low.
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Flat At 62.6% In May
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New Record High For Prime-Age Labor Force Participation

= Prime Age Labor Force Participation Rate (25 - 54 VYrs))
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815 54 Yrs.) rose to a new all-time high of

81.0 83.4% in May.
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June 14th Rate Hike Expectations

TARGET RATE PROBABILITIES FOR 14 JUN 2023 FED MEETING
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December 13t Rate Hike Expectations

TARGET RATE PROBABILITIES FOR 13 DEC 2023 FED MEETING
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Palo Alto Networks

Playing The Entire Cybersecurity
Stack
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Management Commentary From Q3 2023 Earnings Call

Macro Trends: The overall macro trends of cautious spending, deal scrutiny, and cost
and value consciousness persist. Moreover, the behavior continues to be more

widespread across a larger source of our customers.

Large Deals: Across the board, the size of the transactions we are signing is
increasing. This is evidently by booking from transactions valued over $1 million, $5
million and $10 million in the third quarter, which are up YoY by 29%, 62%, 136%,

respectively.

Customer CapEx: Broader in SASE, the future of network security is clear to us. It is

cenetered around software. And while we have led and expect to continue to lead the
hardware appliance market for many years, software and cloud elivery form factors
have been an increasing focus since | joined as CEO. There are multiple reasons why
the shift to software is accelerating. In the changing macro environment, customers
are more challenged in their CapEx budgets, which often fund appliance purchases.

As a result, their interest in software and cloud delivery form factors remain high.

Competition: Most of our competitors continue to provide only point products, while

customer demand continues to shift towards the platform approach.

Market Cap/FCF EV/EBITDA P/B
4452 8.13 2216 28.59 NA
320.92 10.01 31.38 174.57 52.69

*Levered FCF
Sources: Palo Alto Networks IR, CapilQ Blue Line Capital

6/2/2023 Blue Line Capital maintains no position in Palo Alto Networks. 15

Relative Performance
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Palo Alto Networks Projections

W Revenues Actual

W Free Cash Flow Actual

B Cash from Operations Actual
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2027E

Revenue
» Projected to increase from $5.5bn
in 2022 to $6.9bn in 2023 and rise
to $8.4bn in 2024 ($14bn in 2027)
Free Cash Flow
» Projected to increase from
$0.24bn in 2022 to $2.6bn in 2023
and rise to $3.2bn in 2024 ($5.3bn
in 2027)
Cash from Operations
= Projected to increase from $2bn in
2022 to $2.8bn in 2023 and rise to
$3.4bn in 2024 ($4.9bn in 2027)

BLUE LINE CAPITAL
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Palo Alto Networks Cash Flow Margin Projections
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=@=—Cash from Operations % of Rev.
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Blue Line Capital maintains no position in Palo Alto Networks.

2024E

17

2025E

2026E

2027k

Free Cash Flow as % of Revenue is
projected to increase from 4% in 2022 to
38% in 2023.

Cash from Operations as % of Revenue
projected to increase from 36% in 2022
to 40% in 2023, before rising to 41% in
2024.

BLUE LINE CAPITAL



Palo Alto Networks Expectations & Returns

Return Ratios Compared To 2019 Revenue and Net Income Estimates
Return ratios have improved since 2019. Margins have been mixed =——Revenue  ====NetIncome Normalized (rightaxis)  =====EBITDA (right axis)
since 2019. 9,000 2,500
8,000 2,000
LT™M 2019 7,000
1,500
S RoA 0.70% -0.30% 6,000
s ROC 290%  -0.90% 5000 1000
RoE 27.40%  -6.00% +000 500
3,000
0
‘ ' 2,000
Gross Profit Margin 70.80% 72.10% 1000 -500
Margins EEITDA Margin 5.70% 3.90% o 000
Net Income Margin 3.30% -2.80% 2018A  2019A  2020A  2021A  2022A  2023E  2024E
Levered Free Cash Flow Margin 31.90% 41.70%
e B|TDA Margins == Net Income Margins ==Free Cash Flow Margins
Asset Turnover 0.46 0.44 80.00%
Asset Fixed Asset Turnover 10.95 10.19 60.00%
Turnover Receivables Turnover 4.84 553
40.00%
Working Capital Turnover -2.91 1.8
20.00%
Total Debt/Equity 320.20% 90.10% 0.00% —
S Total Debt/Capital 76.20%  47.40% o000 | 0PA 20204 20224 2025E 2024E
EBITDA/Interest Expense l6.65 1.36 40,009
(EBITDA - Capex)/Interest Expense .43 -0.21 '
-60.00%

Sources: Palo Alto Networks IR, TIKR, Blue Line Capital

6/2/2023 Blue Line Capital maintains no position in Palo Alto Networks. 18



Palo Alto Networks Vs. Peers

EV/EBITDA NTM P/E Past 3M Return Past 6m Return Past 12m Return
Palo Alto Networks (PANW 28.59 44.52 15% 19% 20%
Crowdstrike (CRWD) 58.24 ©9.22 24% 28% -7/%
Zscalar (ZS) 57.46 7487 12% -7% -7%
SentinelOne (S) -38.3 -42.85 31% 41% -16%
Cloudfare (NET) 102.39 190.83 10% 33% 13%
Juniper Networks (JNPR) 8.85 12.86 -2% -7% 11%
Cisco (CSCO) 8.85 12.42 2% 0% 13%
Median 28.59 4452 12% 19% 1%
Mean 32.50 51.70 13% 15% 4%

Sources: TIKR, Google Finance, Blue Line Capital

Blue Line Capital maintains no position in Palo Alto Networks.



Palo Alto Networks Chart

bill_blue_line published on TradingView.com, Jun 02, 2023 10:54 UTC-5

Palo Alto Networks, Inc., 1W, NASDAQ 0216.00 H219.72 L210.12 €219.24 =7.54 (+3.56%)
MA (10, close, 0, SMA, 5) 196.96
MA (30, close, 0, SMA, 5) 175.24
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1 .I 6/2/2023 Blue Line Capital maintains no position in Palo Alto Networks. 20 B LU E LI N E CA p ITA L



CrowdStrike

The Falcon Software Platform
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CrowdStrike Earnings Highlights & Stock Performance

Management Commentary From Q1 2024 Earnings Call

Megatrends in_Cybersecurity: | will focus my comments on why we believe

CrowdStrike has a clear a sustainable advantage as 3 megatrends continue to

unfold: Al, consolidation, and cloud.

Al: Since inception, CrowdStrike has been and will continue to be at the forefront
of leveraging Al to drive better customer outcomes and efficiencies within our
business. In addition to industry-leading detections and rapid remediation for
customers, utilizing Al has benefited our business by lowering cost and yielding

higher margins.

Data Advantage: Driving better customer outcomes relies on having a data

advantage and the context derived from that data. While expect that LLMs will

become commoditized over time, the data on which they are trained will not.

Competition with Microsoft: One enterprise customer with over 50,000

employees told us the upgrade cost of moving from Microsoft E3 to E5 would be at
least $2.3 million more than their CrowdStrike subscription, and that's just for the
upgrade. With Microsoft's excessive annual cost increases, this would grow to $4.7
million by year 5, excluding the additional cost required for support a solution or

increased staff to manage the extra complexity.

EV/Sales EV/EBIT FV/EBITDA P/B
68.52 11.91 7034 5827 NA
-201.77 15.93 -187.8 -303.8 2555

Sources: CrowdStrike IR, TIKR, Blue Line Capital

6/2/2023 Blue Line Capital no position in CrowdStrike.

Relative Performance
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CrowdStrike Projections

B Revenues Actual B Free Cash Flow Actual B Cash from Operations Actual
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6/2/2023 Blue Line Capital no position in CrowdStrike. 23

* Revenue
= Projected to increase from
$2.24bn in 2023 to $3.03bn in 2024
N and rise to $3.90bn in 2024
T ($6.69bn in 2027)
I » Free Cash Flow
I » Projected to increase from
| $0.46bn in fiscal 2023 to $0.91bn in
THET 2024 (to $2.15bn in 2027)

o = Cash from Operations

1 r ||

:: :: :: = Projected to increase from
|

i $0.94bn in fiscal 2023 to $119bn in
|

it fiscal 2024 (to $3.27bn in 2027)

LR

2027E

BLUE LINE CAPITAL



CrowdStrike Cash Flow Margin Projections

—@—ree Cash Flow % of Rev. =@ Cash from Operations % of Rev.

250%

200%

150% =  Free Cash Flow as % of Revenue

projected to increase from 21% in fiscal
100% 2023 to 30% in fiscal 2024 before further
increasing to 31% in fiscal 2025.

so% ——— » Cash from Operations as % of Revenue

projected to decline from 42% in fiscal
2023 to 39% in 2024 before increasing to
49% by 2027.
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Sources: CapitallQ, Blue Line Capital, Blue Line Futures

6/2/2023 Blue Line Capital no position in CrowdStrike. 24 B LU E LI N E CA p ITA L



CrowdStrike Expectations & Returns

Return Ratios Compared To 2019 Revenue, Net Income, and FCF Estimates
Return ratios and margins have improved significantly since 2019. =—Revenue  e===EBITDA [rightaxis)  e===Net Income Normalized (right axis)
3,500 700
3,000 600
LTM 2019 =00
2,500 400
RoA -2.70% -26.30%
Return 2000 300
. RoC -840%  -195.20% ' 200
Ratios 1500
RoE -14.40%  -542.30% ' 100
1,000 0
, . — 100
Gross Profit Margin 73.20% 65.10% 500 200
Mardins EBITDA Margin -5.30% -50.70% 0 300
° Net Income Margin -8.20% -56.10% 2018A  2019A  2020A  2021A  2022A  2023A  2024E
Levered Free Cash Flow Margin 32.50% -0.10%
e BITDA Margins == Net INncCOmMe Margins == fFree Cash Flow Margins
Asset Turnover 0.45 0.58 230.00%
Asset Fixed Asset Turnover 6.23 537 180.00%
Turnover Inventory Turnover NA NA
Working Capital Turnover 1.46 5 130.00%
80.00%
Total Debt/Equity 52.70% NA
Total Debt/Capital 34.50% NA 2000%
Solvency /
EBITDA/Interest Expense -3.8 -295.95 -20.00% SOT9A S oo e S04
(EBITDA-Capex)/Interest Expense -13.08 -379.71
-70.00%

Sources: CrowdStrike IR, TIKR, Blue Line Capital

6/2/2023 Blue Line Capital no position in CrowdStrike. 25



CrowdStrike Valuation Vs. Peers

NTM EV/EBITDA NTM P/E Past 3M Return Past 6m Return Past 12Zm Return
Crowdstrike (CRWD) 58.24 69.22 24% 28% -7%
Palo Alto Networks (PANW) 28.59 4452 13% 19% 20%
Zscalar (ZS) 57.46 74.87 12% -7% -7%
SentinelOne (S) -58.3 -42.85 31% 41% -16%
Cloudfare (NET) 102.39 190.83 10% 33% 15%
Juniper Networks (JNPR) 8.85 12.86 -2% -7% 1%
Cisco (CSCO) 8.85 12.42 2% 0% 13%
m
Mean 32.30 5170 13% 15% 4%

Sources: TIKR, Google Finance, Blue Line Capital

Blue Line Capital no position in CrowdStrike.



CrowdStrike Chart

bill_blue_line published on TradingView.com, Jun 02, 2023 10:53 UTC-5
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1 .I 6/2/202%  Blue Line Capital no position in Crowdstrike. 27 ELU E LI N E CA p ITA L



/scaler

Zero-Trust Network Security
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Zscaler Highlights & Stock Performance

Management Commentary From Q2 2023 Earnings Call

Revenue & Billings: For the quarter, our revenue grew 52% YoY and

billings grew 34%. Billings were impacted by new customers being more
deliberate about their large purchasing at the start of the calendar year.
These deals have not gone away, and we have closed a few already in

February.

ARR: Thanks to new and existing customers purchasing these expanded
bundles, we drove a 51% YoV growth in the number of customers with

greater than $1 million in ARR, ending with nearly 380 of these customers.

Large Customers: We have a strong base of large enterprise customers,

which provides us with significant opportunity to upsell our broader
platform. At the end of Q2, we had 378 customers with greater than $1
million in ARR, up 51% from 251 in the prior year.

Mid-Sized Customers: We added 120 customers in the quarter with
greater than $100,000 in ARR in the quarter at 2337 such customers.
Turning to the rest of our Q2 financial performance.

EV/Sales EV/EBIT FV/EBITDA P/B
74.87 10.52 70.76 57.46 NA
-59.3] 13.99 623 -69.23 36.97

Sources: Zscaler IR, TIKR, Blue Line Capital

6/2/2023 Blue Line Capital maintains no position in Zscaler.

Relative Performance
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Zscaler Projections

B Revenues Actual B Free Cash Flow Actual B Cash from Operations Actual
4500 Projections (2022 — 2025) = Revenue

[2027]: . .
Revenue: +1351% [+264.5%] = Projected to increase from $1.09bn

4000 Free Cash Flow: +-15.3% [+49.5%)] . . .
¥ in 2022 to $1.58bn in fiscal 2023

Cash From Operations: +154%
i before increasing further to

3500 |
- :: $2.02bn in 2024 ($3.98 in 2027)
7000 ' :: =  Free Cash Flow
- o ii ii » Projected to decline from $0.74bn
:: ! :: in 2022 to $0.33bn in 2024 before
2000 :‘, :: :: :: increasing to $0.46bn in 2024 and
. - :i :i ii :i $0.62bn in 2024
i: :: i: I i: = Cash from Operations
1000 :: i: :: :: _ :: :'i » Projected to increase from
¥ :: - ' " :‘: H— :: $0.32bn in 2022 to $0.46bn in 2023
500 ‘ :: - , :: :—I :: :: :: :: :: :: :: :: before rising further to $0.63bn in
N P I I | L I 2024,
2017 2018 2019 2020 2021 2022 2023k 2024k 2025k 2026E 2027k
-500

Sources: CapitallQ, Blue Line Capital, Blue Line Futures
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Zscaler Cash Flow Margin Projections

=@=[ree Cash Flow % of Rev. =@=—Cash from Operations % of Rev.

80%

70%

60%

oo » Free Cash Flow as % of Revenue
projected to decline from 68% in 2022 to
21% in 2023 before rising to 23% in fiscal

2024.

40%
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» Cash from Operations as % of Rew.
o expected to decline from 30% in fiscal
2022 t0 29% in 2023 before increasing to

31% in 2024.
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-10%
-20%

-30%

Sources: CapitallQ, Blue Line Capital, Blue Line Futures
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Zscaler Expectations & Returns

Return Ratios Compared To 2019 Revenue, Net Income, and FCF Estimates
Returns and margins have worsened across the board for the most part e Revenue — emmmsEBITDA (right axis) — es=Net Income Normalized (right axis)
since 2019. 2,600 700
500
LTM 2019 2100
RoA -6.90% -2.60% 300
Return 1,600
. RoC -17.40% -7.10% 100
Ratios
RoE -60.80% -10.40% 1,100
100
Gross Profit Margin 7810%  80.50% 600 300
Margins EBITDA Margin | -20.20% -3.80% 100 500
Net Income Margin -24.10% -9.50% 2018A 2019A  2020A  2021A  2022A  2023E  2024E
Levered Free Cash Flow Margin 36.40% 22.70%
e B|TDA Margins == Net INncome Margins ==Free Cash Flow Margins
Asset Turnover 0.44 0.5 80.00%
Asset Fixed Asset Turnover 6.21 9.96 60.00%
Turnover Receivables Turnover 4.29 3.91
Working Capital Turnover 1.1 1.29 40.00%
20.00%
Total Debt/Equity 230.00% NA
Total Debt/Capital 69.70% 15.30% 0.00%
Solvency 2021A
EBITDA/Interest Expense -'7.33 NA 90.00%
(EBITDA-Capex)/Interest Expense -10.29 NA
-40.00%

Sources: Zscaler IR, TIKR, Blue Line Capital
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Zscaler Vs. Peers

EV/EBITDA NTM P/E Past 3M Return Past 6m Return Past 12m Return
Zscalar (ZS) 57.46 74.87 12% -7% -7%
Palo Alto Networks
(PANW) 28.59 4457 13% 19% 20%
Crowdstrike (CRWD) 58.24 ©9.22 24% 28% -7%

SentinelOne (S) 383 42.85 31% 2% 6%
Cloudfare (NET . o239 19083 10% 33% 13%

Juniper Networks (JNPR) 8.85 12.86 -2% -7% 11%
Cisco (CSCO) 8.85 12.42 2% 0% 13%
Median 28.59 4452 12% 19% 11%
Mean 32.30 51.70 13% 15% 4%

Sources: TIKR, Google Finance, Blue Line Capital
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bill_blue_line published on TradingView.com, Jun 02, 2023 10:52 UTC-5

Iscaler Inc, 1W, NASDAQ 0134.56 H147.58 L128.12 C145.22 +14.60 (+11.18%)
MA (10, close, 0, SMA, 5) 112.27
MA (30, close, 0, 5MA, 5) 118.45
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