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Discounted valuation suggests near-term
challenges are priced in

Our view: BlackBerry’s shares are likely to be volatile when the company
reports Q3 results; however, given BlackBerry’s discounted valuation,
which implies no value for BlackBerry’s ESS segment, we believe “less bad”
results may be a short-term catalyst for the stock. Longer-term, BlackBerry
faces challenges in its ESS segment, which need to be addressed to sustain
a valuation re-rating upwards. Maintain Sector Perform.

Key points:

Disseminated: Dec 13, 2019 00:45ET; Produced: Dec 12, 2019 22:02ET

Expect mixed Q3. BlackBerry is reporting Q3/FY20 results (quarter
ended November) on December 20, before market open. We expect Q3
non-GAAP revenue to rise 21% Y/Y (-2% organic) to $277MM, essentially
in line with the Street at $276MM. For adj. EPS, we expect $0.01 Q3,
slightly below the Street at $0.02.

Sales execution challenges in ESS to weigh on organic growth. Our
outlook calls for -2% organic growth Q3, which is similar to Q2 (-2%).
The contraction stems from ESS revenue, which we expect to decline
12% Y/Y to $86MM. ESS is experiencing sales execution challenges,
as a result of its sales force re-organization earlier in the year, along
with competitive pressures from Microsoft and others. Additionally,
BlackBerry announced that President and COO Bryan Palma left the
company on November 4.

IP Licensing may continue to surprise. We believe the bright spot of
the quarter may be IP Licensing. In 8 of the last 9 quarters, BlackBerry
has reported IP Licensing revenue above our expectations. We believe
upside to our Q3 estimate for $72MM IP Licensing revenue (+2% Q/Q) is
possible, considering management’s positive comments on IP Licensing
momentum and given that guidance calls for 2H revenue above 1H
revenue. Regarding BTS, we expect healthy results, with revenue up 17%
Y/Y to $62MM on the launches of more vehicles with digital instrument
clusters and other next-generation features. For Cylance, we anticipate
revenue up 5% Q/Q to $54MM on the availability of new products
(Guard, Optics 2.4).

Valuation implies nominal value for BlackBerry’s ESS segment.
BlackBerry is currently trading at 2.4x FTM EV/S, below enterprise
security software peers at 4.0x and at the low-end of BlackBerry’s 3-
year historical range of 2.4-6.4x. On a sum of the parts basis, current
valuation implies ESS is valued at Ox FTM EV/S, assuming Cylance at
4.5x EV/S ($1.1B, below $1.4B purchase price), BTS at 4.0x EV/S, and IP
Licensing at 2.0x EV/S.

Maintain Sector Perform, $7.50 target. Our Sector Perform thesis
reflects our view that stronger organic growth is required to drive
material upside for the shares. Our $7.50 target equates to 3.0x CY20e
EV/S on software revenue. In our sum of the parts, we value ESS at 2.0x
CY20e EV/S, BTS at 4.0x, Licensing at 2.0x, and Cylance at 4.5x, plus
S$554MM net cash.

NYSE: BB; USD 5.67; TSX: BB
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RBC Estimates

FY Feb 2019A
Revenue 916.3
EPS, Ops Diluted 0.23
P/E 24.7x
Revenue Q1
2019 217.0A
2020 267.0A
2021 286.2E
EPS, Ops Diluted

2019 0.03A
2020 0.01A
2021 0.03E

All values in USD unless otherwise noted.
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Target/Upside/Downside Scenarios

Exhibit 1: BlackBerry Limited
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Price target/base case

Our $7.50 price target equates to 3.0x CY20e EV/S on software
revenue. In our sum of the parts, we value ESS at 2.0x CY20e
EV/S, BTS (QNX/Radar) at 4.0x, Licensing at 2.0x, and Cylance
at 4.5x CY20e EV/S, plus $554MM net cash.

Upside scenario

For our upside scenario of $10.00, we assume faster
organic growth of BlackBerry's software business (including
enterprise, QNX, loT, and Licensing). In this more optimistic
scenario, we assume 9% software & services revenue
(excluding Cylance) growth FY20e. Our $10.00 scenario values
BlackBerry’s software business at 4.0x on $1.24B CY20e
software revenue.

Downside scenario

For our downside scenario of $4.00, we assume a slower rate
of growth of Enterprise Software. In this more pessimistic
scenario, we assume 3% software & services revenue
(excluding Cylance) growth FY20e. Our $4.00 scenario values
BlackBerry’s software business at 2.0x on $1.16B CY20e
software revenue.
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Investment summary

BlackBerry has successfully transitioned its business away
from handsets to enterprise software. Our Sector Perform
thesis reflects our view that stronger growth is required to
drive material upside for the shares.

¢ BlackBerry remains a “show me” story. The investor debate
on BlackBerry stems from the company’s future opportunity
compared to its current momentum. Licensing and BTS
appears the healthiest, given design win momentum which
may drive stronger growth. For other opportunities like
ESS and Radar, limited near-term growth reduces long-term
visibility. Cylance is early, and Cylance’s lower growth vs.
some competitors creates uncertainty.

¢ Discounted valuation, catalysts needed. BlackBerry is
trading at a discounted valuation (2.4x FTM EV/S), which
is near the rule-of-thumb 2x trough valuation for software
stocks. BlackBerry’s valuation is below enterprise security
peers at 4.0x and at the low end of its 3-year historical
range (2.4-6.4x). While valuation is discounted, catalysts are
needed to drive an upwards valuation re-rating. Stabilization
of ESS revenue, stronger organic growth at Cylance and BTS,
and new high-profile customer wins, if realized, are possible
catalysts for higher valuation multiples.

¢ Cylance expected to amplify short-term volatility. The
$1.4B Cylance acquisition reduces BlackBerry’s net cash
from $3.37/share in Q3/FY19 to $0.67/share Q2/FY20, or
40% of BlackBerry’s share price to 11%. The reduction in
BlackBerry’s net cash is likely to amplify share price volatility
around quarterly results and changes in investor sentiment
regarding future growth.

e Visibility to future growth in emerging segments is not
clear. BlackBerry has secured a number of design wins
in the automotive segment. While positive, we believe
the future revenue from these design wins is difficult to
predict considering that penetration is unknown and pricing
pressure has reduced ASPs in the automotive segment.
BlackBerry Radar appears compelling but early-stage,
particularly relative to competitors that have established
distribution channels and sales to end customers.

Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com 2



Capital
\ Markets

RBC

®

Telecom & Networking Equipment
BlackBerry Limited

Discounted valuation suggests near-term challenges are priced in

December 13, 2019

BlackBerry’s shares are likely to be volatile when the company reports Q3 results; however,
given BlackBerry’s discounted valuation, which implies no value for BlackBerry’s ESS
segment, we believe “less bad” results may be a short-term catalyst for the stock. Longer-
term, BlackBerry faces challenges in its ESS segment, which need to be addressed to sustain a
valuation re-rating upwards. Maintain Sector Perform.

Q3 preview

BlackBerry reporting Q3/FY20 results on December 20. BlackBerry is reporting Q3/FY20
(quarter ended November 2019) on Friday, December 20, before market open. A conference
call is schedule for 8:00 a.m. ET. Dial-in: 877-682-6267. Replay: 800-585-8367; ID#9608207.

Expect mixed Q3. We expect Q3 non-GAAP revenue to rise 21% Y/Y (-2% organic) to
$277MM, essentially in line with the Street at $276MM. We anticipate GAAP revenue (which
reflects the non-cash deferred revenue write-down from purchase price accounting related
to the acquisition of Cylance) at $261MM, up 19% Y/Y. For adj. EPS, we expect $0.01 Q3,
slightly below the Street at $0.02. GAAP EPS is expected at $0.01.

Exhibit 2: Expect Q3 revenue in line with the Street, adj. EPS below the Street

Q3/FY20e
SMM, except per share items RBC Consensus Q3/FY19 Y/Y% Q2/FY20 Q/Q%
Revenue:
loT $149 $151 2% $134 11%
Licensing $72 $68 6% s71 2%
BlackBerry Cylance $54 n/a n/a $51 5%
Other S3 S9 -67% S5 -35%
Total Revenue 277 $276 $228 21% $261 6%
Gross Profit $207 $205 $173 19% $195 6%
Gross Margin 74.6% 74.4% 75.9% 74.7%
Adj. EBITDA $24 $29 sa4q -45% $20 24%
Adj. EBITDA Margin 8.8% 10.4% 19.4% 7.5%
Adj. EPS C80.01 D $0.02 $0.05 74%  $0.00  1271%

Source: RBC Capital Markets; Thomson Reuters; Company Reports

Sales execution challenges in ESS to weigh on organic growth. Excluding Cylance, our
outlook calls for -2% organic growth Q3, which is similar to Q2 (-2%). The contraction stems
from ESS revenue, which we expect to decline 12% Y/Y to $86MM (included in BlackBerry’s
loT segment). ESS is experiencing sales execution challenges, as a result of its sales force re-
organization earlier in the year, along with competitive pressures from Microsoft and others.
Additionally, BlackBerry announced that President and COO Bryan Palma left the company
on November 4. Despite these headwinds, our outlook calls for ESS revenue to rise 11% Q/Q,
as management anticipates improved ESS revenue 2H/FY20, given visibility to its sales
pipeline, along with the possible close of slipped Q2 deals.

IP Licensing may continue to surprise. We believe the bright spot of the quarter may be IP
Licensing. In 8 of the last 9 quarters, BlackBerry has reported IP Licensing revenue above our
expectations. We believe upside to our Q3 estimate for S72MM IP Licensing revenue (+2%
Q/Q) is possible, considering management’s positive comments on IP Licensing momentum
and given that guidance calls for 2H revenue above 1H revenue.

On December 6, German newspaper Siddeutsche Zeitung published an article indicating that
the district court of Munich has ruled that Whatsapp, Instagram, Facebook, and Facebook
Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com 3
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Messenger infringe several of BlackBerry’s patents. A spokesperson for Facebook said the
company may appeal the ruling and has software updates/workarounds to replace certain
features of their apps that are claimed to infringe BlackBerry’s patents. Facebook indicated
that it is also challenging the validity of several of BlackBerry’s patents.

New vehicle launches expected to fuel growth in BTS. Regarding BTS (included in
BlackBerry’s l1oT segment), we expect healthy results, with revenue up 17% Y/Y to $62MM on
the launches of more vehicles with digital instrument clusters and other next-generation
features. For example, BlackBerry announced that the 2020 Subaru Legacy and Outback
would ship with a digital cockpit solution featuring the BlackBerry QNX hypervisor.
Additionally, the 2020 Land Rover Defender, which is expected to be launched in the spring
of 2020, would utilize BlackBerry QNX software. The 2021 Ford F-150 coming late 2020 is
expected to feature 4 BlackBerry QNX modules. Additionally, BlackBerry Radar may drive
higher BTS revenue, given possible contribution from its deal with Canadian Pacific to deploy
Radar on 2,000 intermodal chassis (possibly $0.6MM hardware revenue at $300 ASP).

New product launches may lift Cylance revenue. For Cylance, we anticipate revenue up 5%
Q/Q to $54MM on the availability of new products (Guard, Optics 2.4). In July, BlackBerry
announced Cylance Guard, which is a managed detection and response (MDR) solution.
Additionally, Cylance Optics 2.4 became available during Q3 and on October 23, BlackBerry
announced Cylance Protect for Mobile, which uses Cylance’s Al/ML technologies for mobile
threat defense on mobile devices.

Expect adj. EBITDA margins to improve sequentially. We expect adj. EBITDA margins to
improve 130bps Q/Q to 8.8% Q3 on operating leverage. On higher revenue, our forecast calls
for adj. EBITDA to increase 24% Q/Q to $24MM Q3. Our estimates call for opex to increase
37% Y/Y to $201MM Q3 from $193MM Q2 on inclusion of Cylance and new investments to
re-organize the UEM/ESS sales force.

Exhibit 3: Expect adj. EBITDA margins to improve sequentially

US$S mm except EPS Q3/FY20e Q3/FY19 Y/Y% Q2/FY20 Q/Q%

Gross Profit $207 $173 19% $195 6%
Gross Margin 74.6% 75.9% 74.7%

Operating Expenses:

R&D Expense $61 $52 17% $59 3%
% of Revenue 22% 23% 23%
SM&A Expense $128 $81 57% $122 5%
% of Revenue 46% 35% 47%
Depreciation & Amortization Expense S12 S13 -8% S12 0%
% of Revenue 5% 6% 6%
Total Operating Expense 201 $146 37% $193 4%
% of Revenue 73% 64% 75%
Operating Income S6 s$27 -77% $2 306%
Operating margin 2.3% 12.0% 0.6%
Adj. EBITDA $24 $44 -45% $20 24%
Adj. EBITDAmargin 8.8% 19.4% 7.5%

Source: RBC Capital Markets Estimates; Company Reports

FCF to improve sequentially on higher profitability. We expect Q3 operating cashflow to
increase from $17MM Q2 to $70MM Q3 on higher GAAP profitability. After S3MM capex,
our estimates call for $67MM free cashflow Q3, an improvement from $13MM Q2 and up

Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com 4



Capital
Markets
RBC

®

December 13, 2019

Telecom & Networking Equipment
BlackBerry Limited

19% Y/Y. As a result, we expect net cash to increase to $427MM (S0.77/share) Q3 from

$368MM Q2.

Exhibit 4: FCF expected to improve sequentially on higher profitability

USS mm except EPS Q3/FY20e Q3/FY19 Y/Y % Q2/FY20 Q/Q%
Cashflow:
Net Income S8 $59 -87% (544) n/a
Depreciation & Amortization $53 $37 43% $54 2%
Other Items S14 ($51) n/a ($21) n/a
Changes in Working Capital ($5) $15 16% $28 -118%
Operating Cashflow $70 $60 n/a $17 309%
Less: Capex ($3) (54) n/a ($4) n/a
Free Cashflow Cs$67 D $56 19% $13 412%
Capital Deployed on Acquisitions - - n/a S1 -100%
Cash / Debt Positions:
Cash & Equivalents $1,032 $2,427 57% $973 6%
Borrowings $1,458 $4,247 -66% $1,341 9%
Net Cash (Debt) < 5427 > $1,820 -77% $368 16%
Net Cash /Share $0.77 $3.37 77% $0.67 16%

Source: RBC Capital Markets Estimates; Company Reports

Maintain Sector Perform, $7.50 target

BlackBerry remains a “show me” story. The investor debate on BlackBerry stems from the
company’s future opportunity compared to its current momentum. Licensing and BTS
appears the healthiest, given design win momentum which may drive stronger growth. For
other opportunities like ESS and Radar, limited near-term growth reduces long-term visibility.
Cylance is early, and Cylance’s lower growth vs. some competitors creates uncertainty.

Valuation implies nominal value for BlackBerry’s ESS segment. BlackBerry is currently
trading at 2.4x FTM EV/S, below enterprise security software peers at 4.0x and at the low-
end of BlackBerry’s 3-year historical range of 2.4-6.4x. On a sum of the parts basis, current
valuation implies ESS is valued at Ox FTM EV/S, assuming Cylance at 4.5x EV/S ($1.1B, below
$1.4B purchase price), BTS at 4.0x EV/S ($1.1B), and IP licensing at 2.0x EV/S (S0.6B).

Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com 5
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Exhibit 5: Current valuation implies ESS is valued at 0.0x EV/S

BlackBerry Limited

BlackBerry Limited

Sum of the Parts Valuation (FTM)
SMM, except per share figures

Software Revenue (FTM):
Enterprise Software & Services $350
BTS (QNX/Radar) $262
Cylance $235
IP, Licensing, and Other $311
Software Revenue $1,158
FTM
Enterprise Value: EV/S Multiple EV
Enterprise Software & Services (ESS) S0
BTS (QNX/Radar) 4.0x $1,059
Cylance 4.5x $1,068
IP, Licensing, and Other 2.0x $636
Enterprise Value 2.4x $2,764
Equity Value:
Enterprise Value $2,764
Plus: Total Cash (current) $973
Less: Convertible Debentures $605
Equity Value $3,132
Shares (current) 552
Current share price $5.67

Source: RBC Capital Markets Estimates; Company Reports

Maintain $7.50 target. Our $7.50 price target equates to 3.0x CY20e EV/S on software
revenue. In our sum of the parts, we value ESS at 2.0x CY20e EV/S, BTS (QNX/ Radar) at 4.0x,
Licensing at 2.0x, and Cylance at 4.5x CY20e EV/S, plus $554MM net cash. For ESS, our target
multiple is justified below peers (at 4.0x), given low visibility to long-term growth. For
Cylance, we believe our target valuation multiple is justified below cybersecurity peers (at
6.1x) due to limited visibility to sustainable growth. For BTS, we assume a higher target

valuation multiple than telematics peers (at 1.8x), given higher growth and mix of software.

Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com
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Price Market EV Price/Earnings EV/EBITDA EV/Sales Growth (FTM)
Ticker  12-Dec-19 Cap.(MM) (MM) FTM CY20e EPS EBITDA Rev.

BlackBerry Ltd BB $5.67 $3,132 $2,764 60.8x  42.8x 23.4x  19.8x 2.4x 2.3x  -46% 27% 15%

Enterprise Security Software:

Cisco Systems Inc CSCO.0  $45.67 $195,148 $185,610 14.1x 14.0x 10.0x 9.9 3.6x  3.6x 19%  14% 2%
Qualcomm Inc QCOM.O  $89.05 $107,572 $111,245  21.2x 17.9x  15.0x 13.4x  50x 4.6x 17%  46%  13%
VMware Inc VMW $156.14 $64,650 $67,532  22.8x 22.5x  17.0x 17.0x  6.2x  6.0x  73%  49%  13%
Citrix Systems Inc CTXS.0  $110.30 $14,632 $14,825  20.2x 20.4x  14.0x 13.8x  4.8x  4.8x  22%  24% 2%
Mobilelron Inc MOBL.O  $4.56 $505 $409 N/A  N/A  96.2x 524x  1.9x  1.9x  N/A  -110% 4%
Absolute Software Corp ABT.TO C$8.51 $355 $316 38.0x 40.4x 12.1x  12.1x 2.3x 2.2x -29% -25% 6%
Enterprise Security Software Average 233x  23.0x  27.4x 19.8x C_4.0x) 3.9x 20% 1% 6%
Telematics:
Trimble Inc TRMB.O  $40.46 $10,200 $11,767  19.8x 19.3x  16.2x 159x  3.6x 3.5x 53%  15% 2%
ORBCOMM Inc ORBC.O  $4.10 $327 $525 N/A  N/A 7.7x  7.3x 1.8x  1.8x N/A  25% 6%
CalAmp Corp CAMP.O  $11.18  $375 $474 14.1x 12.5x  89x  8.3x 1.2x  1.2x N/A  76% 9%
Powerfleet Inc PWFLO  $6.03 $108 $103 16.0x 12.6x  5.5x  4.6x 0.7x  07x N/A  -786% 143%
Telematics Average 16.6x 14.8x  9.6x 9.0x C 1.8x D 1.8x 53% -168% 40%

Cyber Security Software:

Palo Alto Networks Inc PANW.K  $226.89 $21,918 $20,502 43.4x  41.5x 25.0x  24.0x 5.7x 5.5x N/A N/A 20%
NortonLifeLock Inc NLOK.O $26.18 $16,860 $19,493 50.0x 35.6x 33.1x  28.4x 7.9x 7.9x 221% 51% -33%
Check Point Software Technologies Ltd CHKP.O $113.77 $17,152 $15,467 17.4x 17.6x 14.8x 14.7x 7.6x 7.5x 28% 14% 4%
Fortinet Inc FTNT.O $104.40 $18,249 $16,309 39.8x 38.1x 24.8x  23.5x 6.8x 6.6x 8% 77% 17%
FireEye Inc FEYE.O $16.34 $3,467 $3,469 N/A N/A 41.2x  39.4x 3.8x 3.7x N/A -175% 6%
Rapid7 Inc RPD.O $52.45 $2,571 $2,507 N/A N/A 158.8x 109.5x 6.6x 6.3x N/A -156% 24%
Sophos Group PLC SOPH.L $5.58 $2,721 $2,826 38.7x  37.7x 29.0x  29.0x 4.5x 4.5x  1029% 35% 13%
Cyber Security Software Average 37.9x 34.1x 46.7x  38.4x QGID 6.0x 321% -43% 7%

Note: Estimates for BlackBerry are RBC CM estimates; all other estimates are consensus.
Source: RBC Capital Markets; Thomson Reuters; Company Reports

December 13, 2019 Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com 7
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Exhibit 7: BlackBerry — Financial Estimates

BlackBerry Limited 2020e 2021e 2022e Years Ended Feb 28 2019 -
Financial Estimates Qi Q2 Q3e Q4e Qle Q2e Q3e Q4e Qle Q2e Q3e Q4e 2020e 2021e 2022e  2022e CAGR
Yr End Feb 28, SMM except per share figures May-19 Aug-19 Nov-19 Feb-20 May-20 Aug-20 Nov-20 Feb-21 May-21 Aug-21 Nov-21 Feb-22
Revenue:
Enterprise Software & Services (ESS) 83 78 86 99 83 82 91 102 86 85 94 106 367 346 357 372 0.4%
BlackBerry Technology Solutions (BTS) 54 56 62 65 67 67 74 77 78 79 85 90 204 238 285 332 17.5%
loT 137 134 149 164 150 149 164 179 165 164 180 195 571 584 642 703 7.2%
Licensing 72 71 72 96 72 71 72 96 72 71 72 96 286 311 311 311 2.8%
Blackberry Cylance 51 51 54 56 63 62 65 69 75 75 78 82 0 212 259 311 N/A
Other 7 5 3 2 2 1 1 0 0 0 0 0 59 16 4 0 -100.0%
Total Revenue 267 261 277 318 286 284 303 344 312 309 330 374 916 1,123 1,216 1,325 13.1%
Y/Y % 23.2% 21.8% 21.4% 23.9% 7.0% 8.9% 9.2% 7.9% 9.0% 9.1% 9.0% 8.8% -5.2% 22.6% 8.3% 8.9%
Q/Q% 4.0% -2.6% 6.4% 14.8% -10.1% -0.9% 6.7% 13.4% -9.2% -0.8% 6.6% 13.2%
Cost of Revenue 68 66 70 81 73 71 74 82 75 74 79 90 200 285 300 318
Gross Profit 199 195 207 237 213 213 229 261 237 235 251 284 716 838 916 1,007
Gross margin 74.6% 74.7% 74.6% 74.6% 74.6% 75.0% 75.5% 76.0% 76.0% 76.0% 76.0% 76.0% 78.2% 74.6% 75.3% 76.0%
Total operating expenses 194 193 201 225 199 199 207 230 213 213 222 246 602 813 836 893 14.1%
Adj. EBITDA 23 20 24 30 32 32 39 49 42 40 47 56 182 97 152 186 0.7%
Adj. EBITDAmargin 8.8% 7.5% 8.8% 9.5% 11.2% 11.1% 13.0% 14.2% 13.4% 12.9% 14.3% 15.1% 19.8% 8.7% 12.5% 14.0%
Depreciation & amortization 35 36 35 35 35 35 35 35 35 35 35 35 77 141 140 140
Adj. EBIT 5 2 6 12 14 14 21 31 24 22 29 38 115 25 80 114 -0.3%
Adj. EBITmargin 0 0 0 0 0 0 [ 0 0 0 0 0 0 0 0 0
Interestincome (expense) 3 0 1 1 1 2 2 2 2 2 2 2 17 6 6 8
Other expenses 41 45 0 0 0 0 0 0 0 0 0 0 63 86 0 0
Income (loss) before taxes -33 -43 8 14 16 15 23 33 26 24 31 41 77 -55 86 122
Taxes 2 1 0 0 0 0 0 0 0 0 0 0 -16 3 0 0
Adj.tax rate -6.1% -2.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% -20.7% -5.5% 0.0% 0.0%
GAAP Net Income -35 -44 8 14 16 15 23 33 26 24 31 41 93 -58 86 122 N/A
Net margin % -12.9% -17.1% 2.7% 4.3% 5.4% 5.3% 7.6% 9.5% 8.2% 7.7% 9.5% 10.9% 10.2% -5.2% 7.1% 9.2%
Adj. Net Income 5 1 8 14 16 15 23 33 26 24 31 41 127 28 86 122 -1.4%
Adj. net margin % 2.0% 0.2% 2.7% 4.3% 5.4% 5.3% 7.6% 9.5% 8.2% 7.7% 9.5% 10.9% 13.8% 2.5% 7.1% 9.2%
GAAP EPS ($0.06) ($0.08) $0.01 $0.02 $0.03 $0.03 $0.04 $0.06 $0.05 $0.04 $0.06 $0.07 $0.17 ($0.10) $0.16 $0.22
Adj. EPS $0.01 $0.00 $0.01 $0.02 $0.03 $0.03 $0.04 $0.06 $0.05 $0.04 $0.06 $0.07 $0.23 $0.05 $0.16 $0.22 -2.3%
Diluted shares outstanding 551.8 552.3 552.9 553.4 554.0 554.6 555.1 555.7 556.2 556.8 557.3 557.9 540.6 552.6 554.8 557.1
Debt & Cashflow:
Net cash 361 368 427 554 578 640 739 876 896 971 1,083 1,236 428 554 854 1,214
Net cash pershare 1 1 1 1 1 1 1 2 2 2 2 2 1 1 2 2
Operating cash flow -64 17 70 139 37 75 112 150 33 88 125 165 100 161 374 411 N/A
Free cash flow -66 13 67 136 33 71 108 146 29 84 121 161 84 149 358 395 N/A
Free cash flow / share ($0.12) $0.02 $0.12 $0.25 $0.06 $0.13 $0.19 $0.26 $0.05 $0.15 $0.22 $0.29 $0.16 $0.27 $0.65 $0.71 N/A

Source: Company Reports, RBC Capital Markets estimates
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Our $7.50 price target equates to 3.0x CY20e EV/S on software revenue. In our sum of the
parts, we value ESS at 2.0x CY20e EV/S, BTS (QNX/Radar) at 4.0x, Licensing at 2.0x, and Cylance
at 4.5x CY20e EV/S, plus $554MM net cash. For ESS, our target multiple is justified below peers
(at 4.0x), given low visibility to long-term growth. For Cylance, we believe our target valuation
multiple is justified below cybersecurity peers (at 6.1x) due to limited visibility to sustainable
growth. For BTS, we assume a higher target valuation multiple than telematics peers (at 1.8x),
given higher growth and mix of software. Our price target supports our Sector Perform rating.

Risks to rating and price target

Company description

December 13, 2019

Risks to our price target and rating include: a general pullback in technology valuations;
market acceptance of its new products; slower-than-expected uptake of new automotive
technologies; intensifying competition in the EMM and MDM markets; higher-than-expected
legal expenses; opex spending may be higher than expected; new product launches may be
later than expected; and BlackBerry may not monetize new services and software.

BlackBerry is a Waterloo, Ontario-based, developer of enterprise mobility management
(EMM) software, embedded operating systems for automotive and other vertical markets,
next-generation end-point protection software, telematics and other software for the
Enterprise of Things. Founded in 1984, BlackBerry introduced its smartphone brand in 1999,
which was the focus of the company until it exited the segment in 2016. BlackBerry acquired
Good Technology for $425MM in November 2015 and Cylance for $1.4B in February 2019.

Paul Treiber, CFA (416) 842-7811; paul.treiber@rbccm.com 9



Telecom & Networking Equipment
BlackBerry Limited

Capital
Markets
RBC

®

Required disclosures

Non-U.S. analyst disclosure

Paul Treiber and Boyang Li (i) are not registered/qualified as research analysts with the NYSE and/or FINRA and (ii) may not
be associated persons of the RBC Capital Markets, LLC and therefore may not be subject to FINRA Rule 2241 restrictions on
communications with a subject company, public appearances and trading securities held by a research analyst account.

Conflicts disclosures

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors, including
total revenues of the member companies of RBC Capital Markets and its affiliates, a portion of which are or have been generated
by investment banking activities of the member companies of RBC Capital Markets and its affiliates.

Please note that current conflicts disclosures may differ from those as of the publication date on, and as set forth in,
this report. To access current conflicts disclosures, clients should refer to https://www.rbccm.com/GLDisclosure/PublicWeb/
DisclosureLookup.aspx?entityld=1 or send a request to RBC CM Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza,
29th Floor, South Tower, Toronto, Ontario M5J 2W?7.

RBC Capital Markets, LLC makes a market in the securities of BlackBerry Limited.
RBC Dominion Securities Inc. makes a market in the securities of BlackBerry Limited.

A member company of RBC Capital Markets or one of its affiliates received compensation for products or services other than
investment banking services from BlackBerry Limited during the past 12 months. During this time, a member company of RBC
Capital Markets or one of its affiliates provided non-securities services to BlackBerry Limited.

RBC Capital Markets is currently providing BlackBerry Limited with non-securities services.

Explanation of RBC Capital Markets Equity rating system

An analyst's 'sector' is the universe of companies for which the analyst provides research coverage. Accordingly, the rating assigned
to a particular stock represents solely the analyst's view of how that stock will perform over the next 12 months relative to the
analyst's sector average.

Ratings

Top Pick (TP): Represents analyst's best idea in the sector; expected to provide significant absolute total return over 12 months
with a favorable risk-reward ratio.

Outperform (O): Expected to materially outperform sector average over 12 months.

Sector Perform (SP): Returns expected to be in line with sector average over 12 months.

Underperform (U): Returns expected to be materially below sector average over 12 months.

Restricted (R): RBC policy precludes certain types of communications, including an investment recommendation, when RBC is
acting as an advisor in certain merger or other strategic transactions and in certain other circumstances.

Not Rated (NR): The rating, price targets and estimates have been removed due to applicable legal, regulatory or policy constraints
which may include when RBC Capital Markets is acting in an advisory capacity involving the company.

Risk Rating

The Speculative risk rating reflects a security's lower level of financial or operating predictability, illiquid share trading volumes,
high balance sheet leverage, or limited operating history that result in a higher expectation of financial and/or stock price volatility.
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Distribution of ratings

For the purpose of ratings distributions, regulatory rules require member firms to assign ratings to one of three rating categories
- Buy, Hold/Neutral, or Sell - regardless of a firm's own rating categories. Although RBC Capital Markets' ratings of Top Pick/
Outperform, Sector Perform, and Underperform most closely correspond to Buy, Hold/Neutral and Sell, respectively, the meanings
are not the same because our ratings are determined on a relative basis.
Distribution of ratings

RBC Capital Markets, Equity Research

As of 30-Sep-2019
Investment Banking
Serv./Past 12 Mos.

Rating Count Percent Count Percent
BUY [Top Pick & Outperform] 748 51.73 208 27.81
HOLD [Sector Perform] 618 42.74 126 20.39
SELL [Underperform] 80 5.53 3 3.75

Rating and price target history for: BlackBerry Limited, BB US as of 11-Dec-2019 (in USD)

31-Mar-2017 12-Apr-2017 28-Sep-2017 20-Dec-2017 20-Dec-2018 26-Jun-2019 24-Sep-2019
Rtg:SP Rtg:SP Rtg:SP Rtg:SP Rtg:SP Rtg:SP Rtg:SP
Target: 8.00 Target: 9.50 Target: 10.50 Target: 11.00 Target: 10.00 Target: 9.00 Target: 7.50
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Legend:
TP: Top Pick; O: Outperform; SP: Sector Perform; U: Underperform; R: Restricted; I: Initiation of Research Coverage; D: Discontinuation of Research Coverage;
NR: Not Rated; NA: Not Available; RL: Recommended List - RL: On: Refers to date a security was placed on a recommended list, while RL Off: Refers to date
a security was removed from a recommended list; Rtg: Rating.
Created by: BlueMatrix

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by RBC Wealth Management or one of its affiliates. RBC Wealth Management recommended lists include
the Guided Portfolio: Prime Income (RL 6), the Guided Portfolio: Dividend Growth (RL 8), the Guided Portfolio: ADR (RL 10),
and the Guided Portfolio: All Cap Growth (RL 12). RBC Capital Markets recommended lists include the Strategy Focus List and
the Fundamental Equity Weightings (FEW) portfolios. The abbreviation 'RL On' means the date a security was placed on a
Recommended List. The abbreviation 'RL Off' means the date a security was removed from a Recommended List.

Equity valuation and risks

For valuation methods used to determine, and risks that may impede achievement of, price targets for covered companies, please
see the most recent company-specific research report at https://www.rbcinsightresearch.com or send a request to RBC Capital
Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7.

BlackBerry Limited
Valuation

Our $7.50 price target equates to 3.0x CY20e EV/S on software revenue. In our sum of the parts, we value ESS at 2.0x CY20e EV/
S, BTS (QNX/Radar) at 4.0x, Licensing at 2.0x, and Cylance at 4.5x CY20e EV/S, plus $554MM net cash. For ESS, our target multiple
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is justified below peers (at 4.0x), given low visibility to long-term growth. For Cylance, we believe our target valuation multiple
is justified below cybersecurity peers (at 6.1x) due to limited visibility to sustainable growth. For BTS, we assume a higher target
valuation multiple than telematics peers (at 1.8x), given higher growth and mix of software. Our price target supports our Sector
Perform rating.

Risks to rating and price target

Risks to our price target and rating include: a general pullback in technology valuations; market acceptance of its new products;
slower-than-expected uptake of new automotive technologies; intensifying competition in the EMM and MDM markets; higher-
than-expected legal expenses; opex spending may be higher than expected; new product launches may be later than expected;
and BlackBerry may not monetize new services and software.

Conflicts policy

RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request.
To access our current policy, clients should refer to

https://www.rbccm.com/global/file-414164.pdf

or send a request to RBC Capital Markets Research Publishing, P.O. Box 50, 200 Bay Street, Royal Bank Plaza, 29th Floor, South
Tower, Toronto, Ontario M5J 2W7. We reserve the right to amend or supplement this policy at any time.

Dissemination of research and short-term trade ideas

RBC Capital Markets endeavors to make all reasonable efforts to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. RBC Capital Markets' equity research is posted to our proprietary website
to ensure eligible clients receive coverage initiations and changes in ratings, targets and opinions in a timely manner. Additional
distribution may be done by the sales personnel via email, fax, or other electronic means, or regular mail. Clients may also
receive our research via third party vendors. RBC Capital Markets also provides eligible clients with access to SPARC on the Firms
proprietary INSIGHT website, via email and via third-party vendors. SPARC contains market color and commentary regarding
subject companies on which the Firm currently provides equity research coverage. Research Analysts may, from time to time,
include short-term trade ideas in research reports and / or in SPARC. A short-term trade idea offers a short-term view on
how a security may trade, based on market and trading events, and the resulting trading opportunity that may be available. A
short-term trade idea may differ from the price targets and recommendations in our published research reports reflecting the
research analyst's views of the longer-term (one year) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. Thus, it is possible that a subject company's common equity that is considered a long-term
'Sector Perform' or even an 'Underperform' might present a short-term buying opportunity as a result of temporary selling pressure
in the market; conversely, a subject company's common equity rated a long-term 'Outperform' could be considered susceptible
to a short-term downward price correction. Short-term trade ideas are not ratings, nor are they part of any ratings system, and
the firm generally does not intend, nor undertakes any obligation, to maintain or update short-term trade ideas. Short-term trade
ideas may not be suitable for all investors and have not been tailored to individual investor circumstances and objectives, and
investors should make their own independent decisions regarding any securities or strategies discussed herein. Please contact
your investment advisor or institutional salesperson for more information regarding RBC Capital Markets' research.

For a list of all recommendations on the company that were disseminated during the prior 12-month period, please click on the
following link: https://rbcnew.bluematrix.com/sellside/MAR.action

The 12 month history of SPARCs can be viewed at https://www.rbcinsightresearch.com.

Analyst certification

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of
the subject securities or issuers. No part of the compensation of the responsible analyst(s) named herein is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in this report.

Third-party-disclaimers

The Global Industry Classification Standard ("GICS”) was developed by and is the exclusive property and a service mark of MSCI Inc. (“MSCI”) and Standard & Poor's Financial Services
LLC (“S&P”) and is licensed for use by RBC. Neither MSCI, S&P, nor any other party involved in making or compiling the GICS or any GICS classifications makes any express or implied
warranties or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties
of originality, accuracy, completeness, merchantability and fitness for a particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing,
in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling the GICS or any GICS classifications have any liability for any direct, indirect, special,
punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.
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References herein to "LIBOR", "LIBO Rate", "L" or other LIBOR abbreviations means the London interbank offered rate as administered by ICE Benchmark Administration (or any other
person that takes over the administration of such rate).

Disclaimer

RBC Capital Markets is the business name used by certain branches and subsidiaries of the Royal Bank of Canada, including RBC Dominion Securities Inc., RBC
Capital Markets, LLC, RBC Europe Limited, Royal Bank of Canada, Hong Kong Branch and Royal Bank of Canada, Sydney Branch. The information contained in this
report has been compiled by RBC Capital Markets from sources believed to be reliable, but no representation or warranty, express or implied, is made by Royal
Bank of Canada, RBC Capital Markets, its affiliates or any other person as to its accuracy, completeness or correctness. All opinions and estimates contained in this
report constitute RBC Capital Markets' judgement as of the date of this report, are subject to change without notice and are provided in good faith but without
legal responsibility. Nothing in this report constitutes legal, accounting or tax advice or individually tailored investment advice. This material is prepared for general
circulation to clients and has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The investments or
services contained in this report may not be suitable for you and it is recommended that you consult an independent investment advisor if you are in doubt about
the suitability of such investments or services. This report is not an offer to sell or a solicitation of an offer to buy any securities. Past performance is not a guide
to future performance, future returns are not guaranteed, and a loss of original capital may occur. RBC Capital Markets research analyst compensation is based
in part on the overall profitability of RBC Capital Markets, which includes profits attributable to investment banking revenues. Every province in Canada, state in
the U.S., and most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to
their residents, as well as the process for doing so. As a result, the securities discussed in this report may not be eligible for sale in some jurisdictions. RBC Capital
Markets may be restricted from publishing research reports, from time to time, due to regulatory restrictions and/ or internal compliance policies. If this is the case,
the latest published research reports available to clients may not reflect recent material changes in the applicable industry and/or applicable subject companies.
RBC Capital Markets research reports are current only as of the date set forth on the research reports. This report is not, and under no circumstances should be
construed as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of a
securities broker or dealer in that jurisdiction. To the full extent permitted by law neither RBC Capital Markets nor any of its affiliates, nor any other person, accepts
any liability whatsoever for any direct, indirect or consequential loss arising from, or in connection with, any use of this report or the information contained herein.
No matter contained in this document may be reproduced or copied by any means without the prior written consent of RBC Capital Markets in each instance.

Additional information is available on request.

To U.S. Residents:

This publication has been approved by RBC Capital Markets, LLC (member FINRA, NYSE, SIPC), which is a U.S. registered broker-dealer and which accepts
responsibility for this report and its dissemination in the United States. Any U.S. recipient of this report that is not a registered broker-dealer or a bank acting in
a broker or dealer capacity and that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report, should
contact and place orders with RBC Capital Markets, LLC.

To Canadian Residents:

This publication has been approved by RBC Dominion Securities Inc.(member IIROC). Any Canadian recipient of this report that is not a Designated Institution in
Ontario, an Accredited Investor in British Columbia or Alberta or a Sophisticated Purchaser in Quebec (or similar permitted purchaser in any other province) and
that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this report should contact and place orders with RBC
Dominion Securities Inc., which, without in any way limiting the foregoing, accepts responsibility for this report and its dissemination in Canada.

To U.K. Residents:

This publication has been approved by RBC Europe Limited ('RBCEL') which is authorized by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority (‘FCA') and the Prudential Regulation Authority, in connection with its distribution in the United Kingdom. This material is not for general
distribution in the United Kingdom to retail clients, as defined under the rules of the FCA. RBCEL accepts responsibility for this report and its dissemination in
the United Kingdom.

To German Residents:

This material is distributed in Germany by RBC Europe Limited, Frankfurt Branch which is regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht (BaFin).
To Persons Receiving This Advice in Australia:

This material has been distributed in Australia by Royal Bank of Canada, Sydney Branch (ABN 86 076 940 880, AFSL No. 246521). This material has been prepared for
general circulation and does not take into account the objectives, financial situation or needs of any recipient. Accordingly, any recipient should, before acting on
this material, consider the appropriateness of this material having regard to their objectives, financial situation and needs. If this material relates to the acquisition
or possible acquisition of a particular financial product, a recipient in Australia should obtain any relevant disclosure document prepared in respect of that product
and consider that document before making any decision about whether to acquire the product. This research report is not for retail investors as defined in section
761G of the Corporations Act.

To Hong Kong Residents:

This publication is distributed in Hong Kong by Royal Bank of Canada, Hong Kong Branch, which is regulated by the Hong Kong Monetary Authority and the
Securities and Futures Commission (SFC) in Hong Kong, RBC Investment Services (Asia) Limited and RBC Global Asset Management (Asia) Limited, both entities
are regulated by the SFC. This material is not for general distribution in Hong Kong to persons who are not professional investors (as defined in the Securities and
Futures Ordinance of Hong Kong (Cap. 571) and any rules made thereunder.

To Singapore Residents:

This publication is distributed in Singapore by the Royal Bank of Canada, Singapore Branch, a registered entity licensed by the Monetary Authority of Singapore.
This material has been prepared for general circulation and does not take into account the objectives, financial situation, or needs of any recipient. You are advised
to seek independent advice from a financial adviser before purchasing any product. If you do not obtain independent advice, you should consider whether the
product is suitable for you. Past performance is not indicative of future performance. If you have any questions related to this publication, please contact the Royal
Bank of Canada, Singapore Branch. Royal Bank of Canada, Singapore Branch accepts responsibility for this report and its dissemination in Singapore.

To Japanese Residents:

Unless otherwise exempted by Japanese law, this publication is distributed in Japan by or through RBC Capital Markets (Japan) Ltd. which is a Financial Instruments
Firm registered with the Kanto Local Financial Bureau (Registered number 203) and a member of the Japan Securities Dealers Association (JSDA) and the Financial
Futures Association of Japan (FFAJ).
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