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Summary

Cricut designs tech-enabled crafting tools. While profitability improved in 2025 (15% net margin), revenue declines and
high valuation (21.55 forward P/E) raise concerns. The 3.28% dividend and negative beta appeal to defensive investors,
but growth depends on reversing hardware sales trends.

Bull Case

Cricut's subscriber growth and margin expansion signal a successful pivot to SaaS-like recurring revenue. With a 3.28%
dividend and negative beta, it offers defensive income during market turbulence. International growth (8% YoY) and
operational efficiency (15% net margin in Q1 2025) could drive upside if hardware demand stabilizes.

Bear Case

Revenue declines (-6.9% FY2024) suggest market saturation in core crafts. The $6.25 share price (May 2025) exceeds
analysts' $4.1 target, reflecting overoptimism. Reliance on cost-cutting for earnings growth is unsustainable long-term,
and renewed tariffs could reverse margin gains.

Recent News

e Q1 2025 Earnings (March 31, 2025): Revenue declined 2.8% YoY to $162.6M, but net income rose 22% to $23.9M
due to cost controls. International sales grew 8% YoY, and paid subscribers increased 6% to 2.97M (Source).

e Dividend Initiation (2025): Cricut recently began paying dividends, signaling a focus on shareholder value but
raising questions about growth reinvestment (Source).

e Analyst Target Price: $4.1 (vs. current $6.25 as of May 13, 2025), suggesting potential overvaluation concerns
(Source).

Financial Analysis

e Profitability Improvement (Q1 2025): Operating margin expanded to 18.04% (vs. 15.06% in Q1 2024) driven by
expense discipline.

¢ Revenue Decline: FY 2024 revenue fell 6.9% YoY to $712.5M, continuing a multi-year downtrend from 2021's
$1.3B peak.

e Subscriber Growth: Paid subscribers grew 6% YoY to 2.97M (Q1 2025), indicating platform stickiness.

e Valuation: Forward P/E of 21.55 (as of May 2025) vs. trailing P/E of 20.16, reflecting tempered growth
expectations.

e Dividend Safety: 35% payout ratio (2025) supports the 3.28% yield, but dividend sustainability depends on
continued margin expansion.

e Efficiency: ROE improved to 4.88% in Q1 2025 (vs. 3.56% in Q1 2024), though remains below 2021 levels
(20.84%).

Cricut's revenue contraction (-6.9% FY2024) contrasts with improving margins, suggesting a shift to profitability over
growth. The negative beta (-0.071) implies counter-cyclical behavior, potentially appealing during trade volatility.
However, reliance on discretionary consumer hardware sales exposes it to tariff-driven inflation (global CPI revised to
4.0% for 2025).

Screener Ratings
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Overall: 5
Mixed profile: profitable but shrinking, with a dividend offsetting growth risks.
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Value: 4
Overvalued vs. analyst targets ($4.1 vs. $6.25), though improving margins provide some support.

Growth: 5
Subscriber growth (+6% YoY) offsets hardware declines, but revenue trends remain negative.

Dividend: 7
Sustainable 3.28% yield with a 35% payout ratio, rare in tech hardware.

Defensive: 6
Negative beta (-0.071) suggests resilience, but discretionary exposure limits safety.

Moat: 6
Niche brand and subscribers provide a moat, but no scale vs. larger tech firms.

S.W.0.T. Analysis

Strengths:

e High gross margins (60.47% in Q1 2025) from software/subscription mix.
e Growing international sales (+8% YoY in Q1 2025).

Weaknesses:

e Revenue decline: -6.9% YoY in FY2024, -2.8% in Q1 2025.
e Dependence on discretionary spending amid inflationary pressures.

Opportunities:

e Monetize 2.97M subscribers via expanded software features.
e Leverage tariff dA©tente to reduce supply chain costs.

Threats:

e US-China tariff resumption post-August 2025 could disrupt margins.
e Competition from integrated tech platforms (e.g., Adobe).

Industry Overview

Threat of New Competitors: Moderate. High brand loyalty (2.97M subscribers) and R&D spend ($15.7M in Q1 2025)
create barriers, but low hardware differentiation invites niche competitors.

Competition Among Existing Firms: High. Competes with Cricut in craft hardware (e.g., Silhouette) and digital
design platforms (Canva).

Suppliers' Bargaining Power: Low. As a hardware/software hybrid, Cricut likely sources commoditized components
with multiple suppliers.

Buyers' Bargaining Power: High. Consumers have alternatives; 60.5% gross margin (Q1 2025) leaves room for price
competition.

Threat of Substitute Products: Moderate. Digital craft tools (e.g., Procreate) threaten hardware sales, but Cricut's
ecosystem mitigates this.

Competitive Advantage

Cost Advantage: Limited. Gross margin improved to 60.47% (Q1 2025), but scale lags behind tech giants.
Intangible Assets: Strong. Brand recognition in crafting and 2.97M subscribers (Q1 2025) provide a niche advantage.
Network Effect: Moderate. Subscriber growth (6% YoY) and design-sharing features create user lock-in.

Switching Costs: Moderate-High. Proprietary software/hardware integration increases switching costs for active



users.
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