ARGUS

EQUITY RESEARCH REPORT

August 4, 2026

TRAVELZOO
(NasdaqGS: TZ0OO0)

Founded in 1998, Travelzoo is a club for travel enthusiasts. It publishes exclusive offers
and experiences across multiple technology platforms for its total global member base
of around 30 million. The company sources these deals in partnership with more than
5,000 top travel, entertainment, and local event suppliers worldwide.

COMPANY HIGHLIGHTS

* Solid Long-Term Demand for Travel: Despite near-term choppiness for global
travel and related hospitality and entertainment advertising demand, we think
Travelzoo remains well positioned to capitalize on positive long-term industry
trends, as suppliers selectively publicize deals for travel enthusiasts. We expect
robust demand for TZOQO’s business, which curates exclusive travel deals that
reach about 30 million global members.

* Transition Year in 2026: In our view, 2026 has become a transition year for
TZOO, as it has been more heavily investing heavily in marketing to drive new
club member acquisition, at the expense of near-term, bottom-line profitability.
Customer acquisition costs are recognized upfront, while corresponding reve-
nues are recognized ratably over the subsequent four quarters. Over time, we
see potential for TZOO to achieve higher advertising rates as the club member
base scales, and we see rates stabilizing from softness to date in 2026, though
we expect this to remain volatile.

* Membership Revenues Continue to Ramp: In 2Q26, revenues from member-
ship fees reached $5.0 million, up from $3.0 million in the same period in 2025.
This represents more than 20% of total revenue and has climbed steadily since
TZOO launched the club member subscription model. TZOO has estimated that
membership fees could contribute more than 30% of its revenues in 2027. We
expect increasing club membership to promote stable, recurring revenues over
time, and to contribute to higher lifetime value per member.

(continued on next page)
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KEY STATISTICS

Key Stock Statistics

Recent price (8/3/26)
Fair Value Estimate

52 week high/low
Shares outstanding (M)
Market cap (M)
Dividend

Yield

Sector Overview

$7.38

$16.00
$12.39/%$4.72
10.3

$76.0

Nil

Nil

Sector Consumer Discretionary
Sector % of S&P 500 9.3%
Financials ($M, as of 6/30/26)

Cash/Equiv/Restricted 7.6
Lease Liabilities 6.1
Working Capital ($M) -14.3
Current Ratio 0.6
Total Debt/Equity (%) NA
Payout ratio NA
Revenue (M) TTM 92.2
Net Income (M) TTM 0.5
Net Margin 0.5%
Risk

Beta 1.35
Inst. ownership 31%
Valuation

Forward PE (2027E EPS) 6.7
Price/Sales (TTM) 0.8
Price/Book (TTM) NM

Top Holders

Renaissance Technologies LLC
Acadian Asset Management LLC
BlackRock Inc.

Management

Global CEO
Chairman/General Counsel

Company website

Ms. Christina Sindoni Ciocca

Mr. Holger Bartel

www.travelzoo.com

COMPANY SPONSORED REPORT. SEE LAST PAGE FOR DISCLOSURES.
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* Continued Favorable Returns on Investment: In 2Q26,
TZOO generated $65 ($50 in member fee/$15 from incremental
transaction value) on a $62 average spend per new member.
While this represents the highest average acquisition cost since
TZOO launched its subscription service, we note that TZOO
was still able to grow membership with a quick payback, despite
significant headwinds in the market. We expect variability in
the quarterly levels of marketing spending for new member
acquisition, but anticipate continued growth in club members
over time.

* Financial Results Poised to Meaningfully Improve: We expect
TZOO’s financials to improve over the coming year, as more
club members renew their membership, which does not carry any
incremental marketing cost. Importantly, TZOO sees potential
for 2027 results to benefit by more than $1.00 per share from
revenue leverage resulting from club membership renewals.

* Balance Sheet: As of June 30, 2026, TZOO had $7.6 million
in cash, equivalents, and restricted cash on its balance sheet
and $10.7 million in merchant payables, which is down more
than 85% from a pandemic peak above $82 million. Since the
beginning of 2025, TZOO has used approximately $18 mil-
lion to repurchase around 1.6 million shares (more than 10%
of shares outstanding). We expect TZOO to rebuild its cash
balance before becoming more aggressive in share buybacks.

* Fair Value: TZOO shares have declined by 22% over the past
year, which we attribute largely to the negative bottom-line
impact from the higher marketing spending, which we expect
to continue over the next several quarters. However, the shares
are currently trading below 7-times our 2027 EPS estimate of
$1.10, which we see starting to reflect revenue growth from
new and renewing club memberships and moderating market-
ing spending as a percentage of total revenue. Based on our
forward P/E analysis, we arrive at a fair value for TZOO of
$16 per share.

COMPANY/INDUSTRY BACKGROUND

For more than 25 years, Travelzoo has worked in partnership with
top travel suppliers to source exclusive offers and one-of-a-kind
travel, entertainment, and lifestyle experiences to a member base
that has grown to, and been sustained at, around 30 million. Trav-
elzoo has over 15 offices worldwide, which allow it to develop
relationships with local suppliers and content contributors and
provide enhanced deals and experiences to its members.

The company’s core strategy has been to build a travel and
lifestyle brand with a large user base in the travel, entertainment,
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and local event markets. Travelzoo’s supplier partner base consists
of more than 5,000 travel suppliers, including airlines, hotel chains,
cruise line operators, and tourism organizations around the world.
TZOO generates most of its revenue by selling advertising rather
than by taking a percentage of the transaction value. This enables
the company to lower its costs and helps its suppliers to maintain
or improve their returns on invested capital.

Prominent publications and products include Local Deals and
Getaways that allow members to purchase vouchers for experiences
from local businesses including spas, hotels, and restaurants, from
which Travelzoo receives a percentage of the transaction value,
and a weekly Top 20 newsletter that aggregates the best current
travel deals.

For Local Deals and Getaways, the company earns a fee for
acting as an agent for voucher sales with third-party merchants.
Such transactions historically accounted for approximately one-
third of revenue but became more attractive in 2020 as a source of
upfront cash to support operations amid COVID-19 disruptions to
the global travel industry. These vouchers are recorded as merchant
accounts payable and are paid to the merchant only when redeemed.
As of June 30, 2026, merchant payables on Travelzoo’s balance
sheet were $10.7 million, down from $13.5 million at the prior
quarter-end and more than 85% below a peak of $82.2 million in
mid-2021.

Travelzoo’s technology delivery platforms include a website,
an app, and an e-mail alert service for the distribution of its news-
letters. The company has cited a member base around 30 million
across North America, Europe, Jack’s Flight Club (JFC), and
Asia-Pacific. The company also cited more than 8 million active
mobile app users and 4 million social media followers; Travelzoo
attracts new members through the app and social media. Travelzoo
also has an internal hotel-booking platform that offers hotel-related
content.

Travelzoo has two regional operating segments: North Amer-
ica, which consists of Canada and the U.S., and Europe, which
includes France, Germany, Spain, and the U K.

In 2020, Travelzoo discontinued active Asia-Pacific oper-
ations, which were unprofitable and had accounted for a modest
6% of revenues in 2019. Travelzoo retained its member base in
the region, which includes Japan, Singapore, and Australia, and
has earned modest royalties under license agreements.

Following this cost structure realignment, operating margins
returned to pre-pandemic levels. However, operating profit since
2025 has been impacted by TZOO’s investments in customer

(continued on next page)

PEER COMPARISON

Recent 52-Week 52-Week Mkt. Cap 1-yr Price 1-yr Rev 1-yr EPS
Company Ticker Price ($) High ($) Low ($) ($MIL) Change (%) Growth (%) Growth (%) P/E Ratio Beta Yield (%)
TRAVELZOO NASDAQ: TZ00 7.38 12.39 4,72 76 22 9 NM 18.0 1.35 NA
BOOKING HOLDINGS INC NASDAQ: BKNG 192.71 231.80 150.14 149327 -10 13 NM 29.1 1.07 0.8
EXPEDIA GROUP INC NASDAQ: EXPE 298.03 312.40 179.61 35770 69 8 10 30.4 1.25 0.6
TRIPADVISOR INC NASDAQ: TRIP 14.50 20.16 9.01 1687 -1 3 771 46.8 0.88 NA
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acquisition, which we expect will be transient. North America,
which accounts for approximately two-thirds of revenues, has seen
enhanced margins compared with Europe, though we see potential
for the gap to narrow considerably over the long term.

INVESTMENT THESIS

Despite near-term choppiness for global travel and related hos-
pitality and entertainment advertising demand, we see Travelzoo
as well positioned to capitalize on positive long-term trends, as
industry suppliers selectively publicize deals for travel enthusiasts.
We expect robust demand for TZOO’s business, which curates
exclusive travel deals for its around 30 million global members.

Historically, Travelzoo’s business has run countercyclical, as
travel-related customer traffic and deals have been highest when
occupancy rates of travel suppliers are decreasing — resulting in
more-aggressive discounting. In addition, periods of higher infla-
tion typically tend to dampen traveler enthusiasm, thus increasing
demand for compelling travel-related deals.

Pent-up demand coming out of the COVID-19 pandemic,
staffing pressures, and global wars and geopolitical conflicts have
all contributed to an uneven recovery in demand for the travel
industry. In our view, this is particularly relevant as geopolitical
concerns in the U.S., most recently in the Middle East, have
increased oil prices and weakened consumer confidence. In our
view, this has disrupted TZOO’s operations to date in 2026, both
among suppliers through softer advertising utilization and travel
hesitancy among its members. We are encouraged by TZOO’s
report of improving fundamentals as 2Q26 progressed and into
3Q26.

In 2025, North America accounted for approximately 66% of
corporate revenue from continuing operations, with Europe (28%)
and JFC (6%) providing the balance. This is largely consistent with
the past few years.

Following the pandemic, advertising revenues in North
America returned to pre-pandemic levels but have been somewhat
volatile, amid shifts in travel demand. The region’s operating mar-
gin was 15% in 2025, down from 29% in 2024, due to the increased
marketing spending. In 2Q26, North America’s operating margin
was negative 10%,down from positive 21% in the previous quarter
and 17% in the same quarter in 2025, due to the same factors.

Europe’s recovery from the pandemic has been slower than
that of North America in terms of expanding operating capacity. In
2025, Europe’s operating margin turned negative, compared with
13% in 2024, due to higher marketing spending. While Europe’s
operating margin returned to profitability in 1Q26, it was nega-
tive 19% in 2Q26, compared with negative 14% in the prior-year
period. In total, the operating margin for 2025 was 7.5%, down
significantly from 22% in 2024 and 18% in 2023.

In 2020, TZOO acquired a 60% majority stake in JFC, a
subscription service that traditionally generated strong operating
margins and whose member base is primarily in the U.K. JFC
offers a free subscription, as well as a premium service for which
members pay $40-$60 annually. The unit generated revenues of
$5.4 million in 2025, representing 16% growth.

Despite the near-term lumpiness and operating losses due to
the increased marketing investments, which has positioned 2026
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as a transition year for TZOO, we have a positive outlook for club
member expansion over time, as TZOO continues to introduce
exclusive benefits to promote conversions from legacy members
and to attract new club members. Under TZOO’s current paid
membership plan, advertisers retain access to the full member
base and its members can continue to receive communications
regarding most deals, although with perhaps a modest delay for
nonpaying members, but will require conversion to paid status in
order to purchase most deals.

Over time, we expect membership fees to complement the
advertising revenue model rather than replace it. Further, we see
potential for TZOO to achieve higher advertising rates over the
longer term, as the club member base scales. In 2025, revenues
from membership fees exceeded $13 million, more than double
the $5.3 million generated in 2024, reaching 18% of revenue in
4Q25 and surpassing 20% as of 2Q26. We note that TZOO raised
the membership fee by $10 to $50 in the U.S. for 2026, providing
existing members an opportunity to renew at the old rate before the
end of 2025. The $40 annual rate was retained in other markets.

In 3Q26, TZOO plans to launch Travelzoo META, a service
designed to provide exclusive access to metaverse travel experi-
ences in an interactive, browser-based, computer-generated 3D
environment that does not require the use of specialized virtual
reality hardware. Travelzoo META will be available as a value-add-
ed service to club members. We expect the platform to evolve over
time and see potential for additional monetization opportunities as
it expands functionality. We view positively a recent McKinsey
survey that cited virtual immersive travel as the second-most-
sought-after experience in the metaverse, ranking behind only
social connection. We see TZOO’s first-mover advantage in this
nascent market representing a potential long-term value driver.

RECENT DEVELOPMENTS

In 2025, TZOO shares declined 64%, compared with a 17% gain
for the S&P 500, reversing 2024 results, which saw the stock more
than double and significantly outpace the S&P 500. Year-to-date
in 2026, the shares have increased by 4%, compared with an 11%
advance for the S&P 500.

In July 2026, Travelzoo reported 2Q26 results, which showed
a 3% revenue decline to $23.2 million, as ongoing geopolitical
concerns impacted advertising revenue growth and some traveler
behavior. This more than offset the increase in club membership
revenues, which has climbed steadily since TZOO launched the
club member subscription model, reaching $5.0 million (more than
20% of total revenues), up from $3.0 million in the same period in
2025. Due to increased marketing spending of $4.6 million, which
was more than double its recent quarterly average since early 2025,
TZOO reported a net loss per share of $0.21, compared with diluted
EPS of $0.12 in 2Q25.

Despite the negative headlines associated with the lower
reported EPS in recent quarters, we note that TZOO has main-
tained a positive return on its marketing investments, with a rapid
payback. In 2Q26, the company realized $65 in benefit ($50 from
membership fees/$15 from incremental transaction value) for its
$62 average marketing spend per new member. This compares with
$64 in benefit ($50 from membership fees/$14 from incremental
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transaction value) for its $27 average marketing spend per new
member in 1Q26.

While the $62 average spend represents the highest since
TZOO launched its club member model, we expect that some of
this total reflects higher trial membership-related expenses, which
should drive higher club membership over the coming quarters,
thus improving future-period growth metrics.

Although the rate of conversion to club status has been more
modest than our initial forecast, we think the positive return on
these investments and the discrepancy between marketing and
revenue recognition and the resulting EPS impact are obscuring
more solid business fundamentals.

In March 2026, TZOO’s board of directors authorized a new
program to repurchase up to 1 million shares of its outstanding
common stock.

Over the past few quarters, Travelzoo has expanded its club
member offerings to include access to a 24/7 hotline, in partnership
with Allianz Partners, that supports traveler emergencies, including
medical, personal, or logistical issues by connecting members with
experts that can assist. Earlier in 2025, TZOO introduced airport
lounge access to club members. TZOO has also announced plans
to introduce culinary journeys curated for travel enthusiasts and
Travelzoo META over the coming months.

In June 2025, Travelzoo joined the broad-market Russell
3000 Index.

EARNINGS & GROWTH ANALYSIS

While we expect the travel industry to continue facing near-term
volatility due to macroeconomic softness and dampened appetite
for travel in the U.S. over political tensions, we are confident in the
resilience of Travelzoo’s target market and member base, which
consists of travel enthusiasts that tend to be affluent and seeking
new travel experiences. In addition, as mentioned earlier, TZOO’s
business tends to be counter-cyclical, with Travelzoo often sourcing
more attractive deals from suppliers during periods of lower demand.

We forecast revenues of $94.5 million in 2026 and $111
million in 2027, which would represent growth of 3% and 17%,
respectively. Although we are more conservative over the near
term, amid softness in advertising revenues seen to date in 2026 due
to geopolitical concerns, we are encouraged by TZOO’s signaling
of improvement in June into July. We expect advertising rates to
return to more normalized levels as macro conditions improve and
possibly achieve enhanced rates over the longer term, as the club
member base expands.

Over time, we expect membership revenue recognition to
smooth out some of the inherent seasonality in the advertising
business, which typically sees its largest rate of activity in the first
and fourth quarters.

Club member revenues continue to steadily climb as a
percentage of total revenue, reaching 21.5% in 2Q26, compared
with 14% for full-year 2025. Management has indicated that club
membership fees could contribute more than 30% of total revenue
in 2027. These revenues are recognized ratably over the subsequent
four quarters from the time of membership, with only modest rec-
ognition in the initial period. Thus, revenues from newly acquired
club members continue to be recognized into the following year.
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We see TZOO continuing to refine its marketing and customer
acquisition strategies to attract conversion of legacy members and
new members to club status. While new club members have been
balanced between converting legacy members and new members,
we expect TZOO to continue to invest aggressively to acquire new
members to help drive renewals and recurring revenue over time. In
2025, average acquisition cost for new club members ranged from
$28 (1Q25) to $40 (3Q25). In 2Q26, however, this figure rose to
$62, which we attribute partly to increases in club membership trial
offers, which are expensed upfront and should result in increased
conversions to paid membership and higher member lifetime value
to the company over time.

In our view, club member renewals are a key component of
TZOO’s growth thesis, as we see marketing spend for renewals to
be much less costly than for new member acquisition. Thus, we
are encouraged by TZOO achieving its highest rate of club mem-
ber renewals in 2Q26 and see a solid rate of renewals as the key
to driving top-line growth and bottom-line growth, as marketing
spending moderates as a percentage of revenues. As of June 30,
2026, the company had $13.4 million in deferred revenue on its
balance sheet, up from $10.7 million at the end of 1Q26, which
we estimate reflects a paid member base above 300,000.

Since launching the club member model, management has
introduced a series of new, exclusive member benefits, including
airport lounge access that is not restricted to a trip booked through
TZOO and quarterly Member Days sales events, which we think,
combined with advertisers continuing to reach the full member
base, regardless of paid status, should promote conversion to club
status over time. We also view positively the planned launch of
Travelzoo META, expected to launch in 3Q26, to support club
member expansion.

We project gross margins around 74% in 2026, below
recent-year levels, partly attributable to investments to support
certain deals for current club members. We expect gross margins
to begin to normalize in 2027 and forecast a gross margin of 80%,
supported by advertising rate stability and potentially rate increases
as the club base scales.

We expect marketing expenses above 54% of revenues
in 2026 but moderation to around 46% of revenues in 2027, as
TZOO invests heavily in new member acquisition but also begins
to realize the leverage of renewals in 2027 that provide recurring
revenue without the associated marketing spending. As a result of
the higher marketing spending, we forecast a negative operating
margin of 1.5% in 2026, compared with positive 7.5% in 2025.
We expect a swift return to a positive operating margin in 2027,
at 13.5%.

We forecast a net loss per share of $0.13 in 2026 but EPS of
$1.10 in 2027. With approximately 10.3 million shares outstanding,
we expect TZOO’s bottom line recovery to benefit from inherent
leverage as expenses moderate, reversing the current trend.

FINANCIAL STRENGTH & DIVIDEND

Our financial strength rating for TZOO is Medium. As of June 30,
2026, the company had cash, cash equivalents, and restricted cash
of $7.6 million, down from $10.8 million at the end of 2025. We
attribute much of the cash decline to share repurchase activity,
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which has seen the reduction of share count by more than 1.5 mil-
lion shares since the beginning of 2025, as well as the repayment
of merchant payables. Importantly, TZOO’s cash balance has not
been meaningfully impacted by its marketing investments, as cash
receipts are typically received within the quarter expensed.

From 2023 to 2025, TZOO generated around $37.5 million
in cash from its operations and repurchased $51 million of its
shares. Importantly, the company significantly paid down merchant
payables on its balance sheet, which peaked at $82.2 million in
mid-2021 and were more than 85% lower, at $10.7 million, as of
June 30, 2026.

We expect TZOO’s cash position to improve over the coming
quarters and likely to be bolstered as club members renew their
membership. Importantly, club member renewals have virtually
no marketing expense, compared with the expense required to
acquire new members. That said, we see TZOO as being mindful
of maintaining marketing expenses that are below or near their
acquisition cost.

As of June 30,2026, Travelzoo had negative working capital
of $14.3 million and a current ratio near 0.6. We attribute this, in
part, to its use of cash for share repurchases, which reduced current
assets, and increased deferred revenue ($13.4 million as of June
30,2026, up 54% from $8.7 million after 2Q25 and up 25% from
$10.7 million at the prior quarter-end) from not-yet-recognized
membership revenue. Current liabilities include merchant payables,
which have been significantly reduced and are at a largely steady
state. Thus, we continue to view TZOO as being on solid financial
footing.

In 2025, Travelzoo achieved $5.7 million in operating cash
flows, down from $21.1 million in 2024. The company generated
$3.9 million in cash flow from operations in 1Q26, which supported
share repurchase activity. We note that it used cash for its operations
as recently as 2022, coming out of the pandemic, largely to satisfy
merchant payables on previously sold travel vouchers.

Net cash used in investing activities in 2025 was $65,000,
compared with $177,000 in 2024. Net cash used by financing
activities in 2025 was $13.1 million, compared with $19 million
in 2024, largely driven by share repurchase activity.

Since the beginning of 2025, TZOO has used approximately
$18 million to repurchase around 1.6 million shares (more than
10% of shares outstanding). In 1H26, it repurchased about 700,000
shares, or 7% of shares outstanding, at a cost of $5.2 million. We
expect TZOO to focus on rebuilding its cash balance over the
coming quarters before more aggressively resuming buyback
activities.

Travelzoo does not pay a dividend, and we do not expect one
to be initiated in the near term.

MANAGEMENT

Holger Bartel has been Travelzoo’s global CEO since January
2016. He was previously an engagement manager at McKinsey.
Mr. Bartel was a research fellow at Harvard Business School and
holds a Ph.D. in economics and an MBA in finance and accounting
from the University of St. Gallen in Switzerland.

Christina Sindoni Ciocca has been Travelzoo’s general
counsel since June 2019 and has served as chair of the board of
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directors since December 2022. Ms. Ciocca also serves as TZOO’s
chief membership officer and CEO of JFC.

Ralph Bartel founded Travelzoo in May 1998 and served as
CEO from 2008 to 2010 and as board chairman from May 2017
to December 2022. He holds a Ph.D. in communications from the
University of Mainz in Germany, a master’s degree in journalism
from the University of Eichstaett in Germany, and a Ph.D. in eco-
nomics and an MBA in finance and accounting from the University
of St. Gallen in Switzerland.

We note that Ralph and Holger Bartel are brothers, and the
former held approximately 36% of the common shares outstanding
as of March 2026. Thus, we view positively the change in the board
chair, as mentioned above, for corporate governance purposes.

Travelzoo’s board has five members, including three inde-
pendent directors. In April 2026, Ralph Bartel rejoined the board
as a director, while CEO Holger Bartel did not stand for reelec-
tion. The size of the board was reduced from six to five, as Carrie
Liqun Liu, who had been on the board since 2017, did not stand
for reelection. Importantly, independent directors still chair the
board’s key committees, which we view positively for corporate
governance.

RISKS

Risks to an investment in Travelzoo include the potential for new
disruptions to the travel industry, including increasing inflation
or staffing shortages that could impact the travel and hospitality
industry’s ability to meet consumer demand; in addition, geopo-
litical issues in operating regions could limit consumer demand
over a transient period, including the potential impact of higher
fuel prices that could, in many cases, be passed along to customers.
Over time, we expect Travelzoo to continue to incur marketing
costs to acquire new customers.

We see Travelzoo as being reliant on converting a portion of
its users to paid status over the coming years, which would support
an accelerating revenue growth profile. In addition, we note that
Travelzoo operates in a very competitive environment. Competi-
tors include large internet portal sites, search engines, and travel
search agents such as Expedia Group Inc., Booking Holdings Inc.,
Tripadvisor Inc., and Groupon Inc. More than 30% of Travelzoo’s
business is based in Europe, and we note that European-derived
revenues are subject to fluctuating foreign exchange rates versus
the U.S. dollar.

VALUATION

Over the past 52 weeks, TZOO shares have been volatile, trading
between $4.72 and $12.39, and are currently trading below the
midpoint of the range. After peaking near $25 in February 2025,
the shares have declined by around 70%, which we attribute to
TZOO’s strategic decision to increase its investments in marketing
to drive new member acquisition, which has increasingly impacted
bottom line results thus far in 2026. We expect this to continue
over the next several quarters.

We also see the current valuation reflecting macroeconomic
concerns over U.S. consumer confidence and the volatility in de-
mand for global travel due to geopolitical conflicts and higher oil
prices, which are resulting in higher costs to travelers.
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Despite the negative headlines associated with the lower
EPS, we note that TZOO has achieved a positive return on these
marketing investments, with a rapid payback. As such, we think
these impacts have obscured more-favorable underlying business
fundamentals.

We expect TZOO’s financials to improve over the coming
year, as more club members renew their membership, which does
not carry any incremental marketing cost. Importantly, TZOO sees
potential for 2027 results to benefit by more than $1.00 per share
from revenue leverage resulting from club membership renewals.
We think that securing a large proportion of renewals will be
much more profitable to TZOO, given the lack of corresponding
marketing expense, and that this is underappreciated by investors.

The current valuation represents a forward multiple below
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7-times our 2027 EPS estimate of $1.10. In our view, this does
not fairly value TZOO’s core business and growth prospects. The
company’s current market cap translates to below $3 per member,
more than 70% below early 2025 peak levels.

Based on these dynamics, we value the stock applying a
forward P/E multiple of 16, near the high end of its three-year
forward multiple range but a discount to the average forward
multiple above 20 for a basket of global interactive media service
and publishing companies.

Given our outlook for 2026 to be a transition year for TZOO
regarding profitability, we value the company based on our 2027
EPS estimate. Thus, applying a 16-times multiple to our 2027 EPS
estimate of $1.10, discounted back one period at 10%, we arrive
at a fair value estimate for TZOO of $16 per share.

Steve Silver,
Argus Research Analyst
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($MIL) 2022 2023 2024 2025 Q1 2026 Q2 2026 Q3 2026E Q4 2026E  2026E Q1 2027E_ Q2 2027E Q3 2027E Q4 2027E _ 2027E
Revenue 70.6 84.5 83.9 91.7 243 23.2 23.0 24.0 94.5 28.4 27.3 271 28.2 111.0
Gross Profit 60.6 73.5 73.4 72.9 69.5 88.8
SG&A 51.0 55.9 52.5 63.5 68.5 7141
Product Development 2.1 2.1 2.4 2.6 2.5 2.7
Operating Income 7.6 15.6 18.5 6.8 -1.5 15.0
Interest Expense NA NA NA NA NA NA
Pretax Income 10.0 171 19.1 7.4 =l 15.2
Tax Rate (%) 33 30 28 36 23 25
Net income 6.7 12.0 13.5 4.7 -1.3 11.3
Diluted Shares 12.6 14.9 12.8 1.5 10.4 10.3
EPS 0.53 0.83 1.06 0.41 0.23 -0.21 -0.09 -0.06 -0.13 0.31 0.20 0.27 0.32 1.10
Dividend NA NA NA NA NA NA

Growth Rates (%)

Revenue 13 20 NM 9 3 17
Operating Income NM 105 18 NM NM NM
Net Income 644 79 13 NM NM NM
EPS 657 57 28 NM NM NM

Valuation Analysis

Price (§): High 11.00 10.86 22.44 24.85 NA NA
Price (§):Low 4.10 4.41 7.12 6.59 NA NA
PE: High 157.1 20.5 27.0 23.4 NA NA
PE: Low 58.6 8.3 8.6 6.2 NA NA
PS: High 2.2 23 3.4 3.4 NA NA
PS: Low 0.8 0.9 14 0.9 NA NA
Yield: High NA NA NA NA NA NA
Yield: Low NA NA NA NA NA NA

Financial & Risk Analysis ($MIL)

Cash/Restricted Cash 19.4 16.4 17.7 10.8 NA NA
Working Capital -11.9 3.4 4.7 -10.8 NA NA
Current Ratio 0.7 0.9 0.9 0.7 NA NA
LTDebt/Equity (%) NA NA NA NA NA NA
Total Debt/Equity (%) NA NA NA NA NA NA

Ratio Analysis

Gross Profit Margin 86% 87% 88% 80% 74% 80%
Operating Margin 11% 18% 22% 7% NM 14%
Net Margin 9% 14% 16% 5% NM 10%
Return on Assets (%) 5.7 15.9 21.0 8.6 NA NA
Retum on Equity (%) 145.1 135.4 206.8 515.0 NA NA
Op Inc/Int Exp NA NA NA NA NA NA
Div Payout NA NA NA NA NA NA
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DISCLAIMER

Argus Research Co. has received a flat fee from the company discussed in this report as part of a “Sponsored Research” agreement
between Argus and the company. No part of Argus Research’s compensation is directly or indirectly related to the content of this
assessment or to other opinions expressed in this report. Argus Research provides a suite of Sponsored Research services including
but not limited to initial reports with ongoing coverage and updates; proprietary Argus Research earnings estimates; distribution to
Argus Research’s clients; a license to enable the company to proactively use and distribute the report ; a press release announcing
our initial coverage and updates; and access to the Vickers Research database. The price for this suite of services generally ranges
from $22,000 to $35,000 depending on the level of services selected. Argus Research receives no part of its compensation in the
form of stock or other securities issued by the company discussed in this report, and has no long equity position or short sale posi-
tion in the company’s stock. Argus Research is not involved in underwriting securities for the subject company, and will receive no
proceeds or other financial benefit from any securities offering by the company. Argus Research; its officers, directors, and affiliates;
and the author of this report have no financial interest in, or affiliation with, the subject firm. The report is disseminated primarily
in electronic form and is made available at approximately the same time to all eligible recipients.

Argus Research Co. (ARC) is an independent investment research provider whose parent company, Argus Investors’ Counsel, Inc. (AIC),
is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary of The Argus Research Group,
Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a registered broker
dealer and does not have investment banking operations. The Argus trademark, service mark and logo are the intellectual property of The
Argus Research Group, Inc. The information contained in this research report is produced and copyrighted by Argus Research Co., and any
unauthorized use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. The content of this report may
be derived from Argus research reports, notes, or analyses. The opinions and information contained herein have been obtained or derived
from sources believed to be reliable, but Argus makes no representation as to their timeliness, accuracy or completeness or for their fitness
for any particular purpose. In addition, this content is not prepared subject to Canadian disclosure requirements. This report is not an offer
to sell or a solicitation of an offer to buy any security. The information and material presented in this report are for general information only
and do not specifically address individual investment objectives, financial situations or the particular needs of any specific person who may
receive this report. Investing in any security or investment strategies discussed may not be suitable for you and it is recommended that you
consult an independent investment advisor. Nothing in this report constitutes individual investment, legal or tax advice. Argus may issue
or may have issued other reports that are inconsistent with or may reach different conclusions than those represented in this report, and all
opinions are reflective of judgments made on the original date of publication. Argus is under no obligation to ensure that other reports are
brought to the attention of any recipient of this report. Argus shall accept no liability for any loss arising from the use of this report, nor
shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve risk and
an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance.
Argus has provided independent research since 1934. Argus officers, employees, agents and/or affiliates may have positions in stocks
discussed in this report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of covered companies, or
may own more than one percent of a covered company’s stock. Argus Investors’ Counsel (AIC), a portfolio management business based
in New York, NY, is a customer of Argus Research Co. (ARC), also based in New York. Argus Investors’ Counsel pays Argus Research
Co. for research used in the management of the AIC core equity strategy and model portfolio and UIT products, and has the same access
to Argus Research Co. reports as other customers. However, clients and prospective clients should note that Argus Investors’ Counsel and
Argus Research Co., as units of The Argus Research Group, have certain employees in common, including those with both research and
portfolio management responsibilities, and that Argus Research Co. employees participate in the management and marketing of the AIC
core equity strategy and UIT and model portfolio products. Recipients of the Research reports in Singapore should contact the Intermediary
of the Research Reports in respect to any matters arising from, or in connection with, the analysis of the report. Where the recipient is not
an accredited, expert or institutional investor as defined by the Securities and Futures Act, the Intermediary accepts legal responsibility
for the contents of Research Reports in respect of such recipient in accordance with applicable law. When reports are distributed by
Intermediaries in Singapore, the Intermediary, and not Argus Research, is solely responsible for ensuring that the recipients of the Research
Reports understand the information contained in the Research Reports and that such information is suitable based on the customer's profile
and investment objectives. Laws and regulations of other countries may also restrict the distribution of this report. Persons in possession
of this document should inform themselves about possible legal restrictions and observe them accordingly. This content is not prepared
subject to Canadian disclosure requirements.
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