Autodesk (ADSK):
A Powerful Franchise

| Priced for Mediocrity

An investment synthesis weighing dominant AEC moat
dynamics against structural governance and Al overhangs.
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| The Franchlse Reallty
91% Gross Marglns

(top of peer group)

Revenue

$2.41 Billion
Free Cash Flow

(FY2026)

97% Recurring
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' The Market Pricing

~19x Forward
Non-GAAP P/E

(Near multi-year valuation lows)

Implies 7.5-8%
annual FCF growth

Contrasts with 12-16%
FY2027 guidance

The Central Paradox: Why iIs a business with monopoly-like economics and
high switching costs being heavily discounted by the market?
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' The Vertical Oligopoly Matrix

~35-45%+ share.
| . Primary asset is Revit.
| AECOO Dominant - Competitors (Bentley,
($3.58B | +22% YoY) Moat Nemetschek) operate in
adjacent niches.
| Fusion/Inventor face
e - - formidable enterprise
! | ManUfaCtH rng CO ntested competitors in Dassault
- ($1.38B|+16% YoY) | Mid-Market | (catia/solidworks) and
| Siemens.
| I - ' Maya is the standard, but
Media & Struct | ' faces relentless pressure
‘ Entertainment ructuraily from free/open-source
Cha"enged tools (Blender) and real-
time engines (Unreal).

‘ ($332M | +5% YoY)

Other: 1.7% ]
M&E: 4.6% AECO: 49.7%
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FY2026 Total
Revenue

Manufacturing

:19.1% AutoCAD: 24.8%

M&E: 4.6%
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Anatomy of the AEC Mc;at: The Revit Lock-in
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Lock-In: Y
Proprietary .rvt a1 ) IS
file format. No R b
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Switching to a competitor costs i I——— Without a valid alternative to Revit,
an estimated 4-8 weeks of billable you don’t have much to stand on.
productivity per employee. — Industry Professional
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The Regulatory Ratche;: Global BIM Mandates
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UK: Required BIM Level 2

-

on public projects since Ng
2016 (>70% adoption). ..
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_ CER India: Actively developing
— - o national BIM policy.
Germany & ltaly: -8 =
Implemented and expanding [ e -
l_fe-:leral BIM requirements. , Singapore: Advanced
mandates driving APAC
adoption.
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These mandates are not cyclical trends; they are contractual obligations that implicitly or
explicitly require Revit-compatible deliverables, permanently expanding the addressable market.
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Business Model Evolution: Subscriptions & Billing
- o ll = el e ] B _i._
A X, X, XINSNS
Stage 1: Perpetual to ¢ ; \¢ Stage 2: Reseller to Direct
Subscriptions (2016-2020) / s Billing [NTM] (2023-Present)
Action: Replaced upfront perpetual sales Action: New Transaction Model shifted from
with ratable subscriptions. | reseller buy-sell to direct agency billing.
Result: Transformed the business into a Result: Recaptured ~$600M in hidden
predictable annuity stream (now 97% | reseller discounts, establishing direct pricing
recurring revenue). power.
/I\ Friction Point: This transition directly triggered
the operational behavior that led to the 2024
accounting investigation.
-+ | | | + | | | -+
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Financial Print: Elite Margins, Nuanced Returns
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ol e e Gross Margins

ey | RSN i TS G [ R 2 ] [N e oSO O S TN R 91 o/ Top of the design software peer group (Bentley

o ~80%, PTC ~84%). Signature of near-zero
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............................................................................................................................. Non-GAAP Operating Margin
WE— T —T———T— 1 ——-'/ 38% Improving, but trails PTC's 48%. Starboard

S8 R S Py e (P e e — i Value is aggressively targeting 45% by
0% I| !'l | | | || !| || I|| | II'| .I'| |.I |III:III'ii| T
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et (s Ol e T o G e i R S O P R (5 ) Return on Invested Capital
e T e e e (o) Clears the ~10-11% cost of capital, but
W T T R o et [ e v 1 4-1 7 /o suppressed by $4.3B in historical M&A
o |l Bt | e R [ [ T P e O il |5 o R B || goodwill. Adequate, but not indicative of
monopoly-grade capital compounding.
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Operating
Cash Flow

(~S2.5B+) :

(~$100-150M)

Minus

Reported FCF  Stock-Based
(§2.41B/ Compensation
" 33.4% margin) ($788M)
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Minus CapEx

Minus
(~$100-150M)

Minus

Stock-Based
Compensation
($788M)

‘Leaky
Bucket'

The Capital Allocation Reality (The SBC Drag)

True
Shareholder
Cash Flow
(~S51.622B)

True Shareholder
Cash Flow

- The Anti-Dilution Treadmill:

- Buybacks are primarily

Analytical Takeaways

- SBC consumes ~11% of total
revenue and ~33% of reported
Free Cash Flow.

Autodesk spends $1.3-1.4B
annually on buybacks, yet
diluted shares have only
decreased ~4% over five years.

offsetting SBC, not creating net
new shareholder value.




The Governance Overhang
-+ -+ + + +

“Timeline to Trust” Matrix

Strategic Shift (NTM)

Management transitions to direct

billing, disrupting normal cash flow
e, Aggressive FCF Guidance

Management sets public Free Cash

Flow targets they struggle to meet
organically. : ) ]
Operational Manipulation

To hit guidance, management
aggressively pursues multiyear
upfront contracts, reversing prior _ .
enterprise billing strategies. The Reckoning (2024)

Internal probe reveals cash flows
. were managed for non-GAAP optics.
. SEC/DOJ investigate (closed with no
il| fraud found). CFO is removed.

The Activist Result

Starboard Value intervenes, catalyzing the addition of two independent board members and a new CFO. The market continues
to apply a “trust discount” to management's forward guidance.
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The Al Wildcard: Disruption vs. Entrenchment

v ' i -
glncumbent % E)ustentlal
7 A =—"
Z Entrenchmgfrlt/ Yo — Dlsruptlon /
- Decades of proprietary | - Open formats (NVIDIA
CAD/BIM training data. Omniverse/USD)

commoditizing 3D
- $1.65B annual R&D | interoperability.

budget + $200M World

- Al-native workflow

Labs investment. Uk startups (Snaptrude,
- First-mover advantage feetr )
with Neural CAD (fully - The Ultimate Fear: Seat

editable BREP geometry). | Compression. If Al
/ ) automates 80-90% of L
routine tasks, the endgame
is fewer designer seats,
threatening the per-seat
subscription model. //
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5 Macro Risks & Go-To-Market Friction
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Construction Cyclicality

US construction spending
declined 4.7% in real

- termsin 2025.

While 97% recurring
revenue provides a floor,
prolonged weakness
slows new seat growth.

| Pricing Pushback

Customer friction is rising
over relentless 3-5%

~ annual price hikes.

The elimination of reseller
discounts acts as a

_ further, hidden price

increase.

~ | employees) in early 2025

~ creating high-probability

- acquisition.
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Execution Friction
A massive 9% workforce
reduction (1,350

restructures the go-to-
market organization,

near-term disruption for
FY2027 customer

|
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The Valuation Disconnect

Current valuation implies only this level of
annual FCF growth over the next decade.

The Disconnect: Management is actively
guiding for this level of FCF growth in FY2027.

C © 7 @
7.5% to 8% 12-16%

Peer Multiples Table
Company Forward P/E Trailing FCF
Autodesk (ADSK) ~719X (Cheapest in group) ~21X
Bentley 27.9X -
Nemetschek 28.7x -
Trimble 23.5x -

PTC 22.0x -

Trading near multi-year historical lows across EV/Revenue (7x) and GAAP P/E.
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Synth__esis:_d_BuII _TCase‘__ VS. _T_Bear_%_ Case

The Bear Case (The Stagnation)

The Bull Case (The Re-Rating)
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« Moat: Al aggressively compresses
long-term seat counts; Omniverse

« Moat: AEC stickiness deepens via
BIM mandates; Al strengthens the

platform. breaks lock-in.

» Execution: Starboard-driven  Execution: Construction cyclicality
discipline expands margins to 41%+. causes prolonged downturn; margin

. \aluation® Re=rates to 25% FCF on expansion stalls under R&D pressure.
$3.5B mapring product into elect » Valuation: Multiples compress to
$3.5.B. 15x FCF.

» Target: ~$87B EV (~75% upside). | || » Target: $175-8250/share (Flat to

down).
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Autodesk possesses an undeniable oligopoly
moat trading at a distressed multiple.

The Discount % The Floor The Asymmetry
The market is However, the market is At ~19x forward
accurately pricing in the severely earnings, investors are
governance || underestimating || acquiring a
credibility gap and the irreversible world-class software
long-term Al stickiness of the AEC franchise with genuine
uncertainty. franchise (Revit) and pricing power at a
the financial floor valuation that assumes
provided by 97% persistent, structural
recurring revenue. mediocrity.
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