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Supply Chain Issues, Higher Costs Likely Hurt 4Q:F21; Favorable Demand, Potential Supply Chain
Normalization May Enable F2022, F2023 EPS Gains; Maintain Moderately Risky Rating, $36 Target

F2020 F2021E F2022E F2023E

OLD NEW OLD NEW OLD NEW
Feb. $0.12  $0.40A $047  $042  $0.57
May (1.23)  0.60A 0.54 0.51 0.67
Aug. 022  031A 0.41 0.48
Nov. 0.65 041 0.35 0.58 0.65
EPS (FY) ($0.23) $1.72  $1.66  $1.99  $1.91  $2.37
PIE (FY) 10.1x 8.8x 7.1x

Note: NR = Not Rated. Risk Ratings: H = Highly risky; M = Moderately risky. Fiscal year ends on the last Saturday in November. *Estimated
net cash per share includes operating lease obligations through F2023. F2020-F2023E include $0.06-$0.07 of annual stock-based
compensation expense. 2Q:F20 excludes $0.81 of non-recurring charges (mostly asset impairment). Sum of quarterly results may not equal
full-year total due to rounding and/or changes in the diluted share count. BSET is included in the Russell 2000 Index. NC=Not Covered by
Sidoti & Co., LLC. NM = Not Meaningful

Year F2014 | F2015 | F2016 | F2017 | F2018 | F2019 | F2020 | F2021E | F2022E | F2023E
Rev.(Mil) | $340.7 | $4309 | $4320 | $4525 | $456.9 | $452.1 | $385.9 | $479.6 | $4826 | $497.2
GAAPEPS | 5087 | $190 | $146 | $170 | $077 | (30.19) | (§1.05 | $166 | $1.91 | $237

Description: Bassett Furniture Industries, Inc. (www.bassettfurniture.com) is a vertically integrated manufacturer, importer and retailer of high-
quality, upper-mid priced home furnishings. At the end of 3Q:F21, Bassett operated 97 retail stores (63 company-operated and 34 licensee-
operated) that sell custom-order furniture. In addition, BSET operates a logistics operation called Zenith. Headquarters are in Bassett, VA.

Co. Guidance Consensus

Not provided $0.48

Release Date Conference Call Contact

January 20 (est.) N/A N/A N/A

Time (Eastern)

e Similar to other residential furniture companies, we think Bassett Furniture will
continue to experience favorable underlying demand that will likely continue to
exceed pre-COVID levels.

e However, we think supply chain constraints and inflationary pressures likely
resulted in a year-over-year operating margin contraction and lead to our lower
EPS estimate of $0.35 (was $0.41) in 4Q:F21 versus $0.65 a year earlier.

e As Bassett continues to work through its backlog and likely continues to benefit
from consumers’ interest in the home, we estimate additional revenue gains
through F2023.

e As we assume some “normalization” of the supply chain in F2022, we expect EPS
gains of $1.91 in F2022 (was $1.99) and still project EPS of $2.37 in F2023,
compared to our updated EPS forecast of $1.66 for F2021.

e In our view, Bassett will maintain a strong balance sheet with zero bank debt. We
estimate average annual free cash flow per share of about $2 (between F2021 and
F2023) will likely be used for cash dividends and share buybacks.

¢ We maintain our $36 price target, which is based on 15x our F2023 EPS estimate of
$2.37. We maintain a Moderately Risky rating on BSET shares.

We think underlying demand will remain above pre-pandemic levels... At the end of
3Q:F21, BSET’s order backlog of $92.8 million was up 7.1% as incoming orders outpaced
shipments; this order backlog increased further after the company’s strong Labor Day
weekend sales. While the company has cycled through the one-year anniversary of the initial
COVID surge in demand, we argue that underlying demand for furniture will likely remain
above pre-COVID levels as many consumers still have plenty of cash to spend (given various
government stimulus programs), and with the new Omicron variant, there could be another
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BASSETT FURNITURE INDUSTRIES, INC.

tailwind with consumer “nesting” and some consumers potentially postponing vacations, going out to restaurants, etc. In addition,
we think BSET will benefit from increased purchases of second/vacation homes and positive demographic trends, including more
millennials buying homes.

... however, with ongoing supply chain issues and inflationary pressures, we reduce our EPS estimates. Last month,
Hooker Furnishings Corp. (NASDAQ: HOFT, BUY) pointed to ongoing supply chain constraints, including the nearly three-month
lockdown in Vietnam, and product and raw materials cost inflation (which will be partly offset by price increases with a delayed lag
impact) as key reasons for near-term margin pressures. Similarly, Flexsteel (NASDAQ: FLXS, NC), a manufacturer, importer and
online marketer of residential furniture, noted in its mid-December business update that supply chain challenges have resulted in
higher-than-expected ocean container ancillary expenses, which will result in near-term profitability challenges. While BSET
manufacturers the vast majority of its products in the U.S., the company relies on imported component parts and also imports
some finished goods. As such, we think Bassett is not immune to these supply chain and inflationary pressures and thus, we
lower our 4Q:F21 and F2022 EPS estimates by $0.06 and $0.08 respectively, to $0.35 and $1.66.

For 4Q:F21, we now estimate EPS of $0.35. Previously, we expected EPS of $0.41. By our forecast, total revenue increased
3.9% to $122.9 million (was $123.8 million) as we estimate approximately mid-single digit sales gains in each segment. Given the
aforementioned supply chain challenges and inflationary pressures, we think the company’s furniture gross margin declined 70
basis points from 4Q:F21 to 51.5%. We also think the company’s logistics segment (Zenith) was hurt by higher labor costs as well.
Along with our assumption of adverse operating expense leverage, we think that the consolidated operating margin declined to
4.0% from 8.5% in 4Q:F20.

|Exhibit 1: Bassett Furniture Industries, Inc. Results Variance Analysis |

in thousands of dollars except per share amounts 4Q:F21 Estimate 4Q:F20 Actu al % Y-O-Y Ch ange
Revenue-furniture $ 109,254 $ 105,389 3.7%
Revenue-logistics 13,689 12,994 5.3%
Total revenue $ 122,942 $ 118,383 3.9%
Gross profit 69,985 67,956 3.0%
gross margin (%) 56.9% 57.4%

Operating income 4,893 10,049 -51.3%
operating margin (%o) 4.0% 8.5%

Net income - adjusted 3,310 6,543 -49.4%
Diluted EPS - adjusted $0.35 $0.65 -46.6%

Source: Company reports, Sidoti & Co., LLC estimates; NM = Not Meaningful

As we see it, the company’s financials are likely to remain in excellent shape. Bassett ended the August quarter with zero
bank debt and $56.3 million of cash and short-term investments, or $4.98 per share. After a free cash outflow of $7.6 million
($0.74 per share) in F2019, BSET'’s free cash flow surged to $30.6 million ($3.07 per share) in F2020 mostly due to reduced
inventory purchases and increased customer deposits. Assuming “normalized” cash from operations in F2021 (due to likely less
favorable working capital management partly offset by higher net income) and higher cap-ex, we estimate free cash flow of $19.3
million ($1.94 per share) in F2021. In our view, free cash flow will decline to $16.5 million ($1.67 per share) in F2022 before an
expected increase to $22.2 million ($2.27 per share) in F2023. We expect BSET to remain shareholder-friendly with its excess
cash flow. With higher demand, Bassett returned the cash dividend to pre-COVID levels at $0.125 per share in October 2020
(after temporarily reducing the cash dividend to $0.08 per share after the initial COVID-19 uncertainty) and in July 2021, Bassett
bumped up the quarterly dividend to $0.14 per share. We expect the cash dividend will be further increased to $0.15 per share in
3Q:F22 and to $0.16 per share in 3Q:F23. Bassett has also paid out some special cash dividends in the past; the last one was a
$0.25 per-share payment in December 2020. We exclude additional special cash dividends from our financial projections.
However, we would not be surprised by another special dividend in F2022 and/or F2023.

Valuation We maintain our Moderately Risky rating on BSET shares and $36 price target. Despite our tempered
EPS estimates, we argue that BSET shares remain undervalued, especially as we still expect Bassett to
profit from demand and backlogs that are higher than pre-COVID levels along with previous unprofitable
store closings and management leveraging its largely domestic manufacturing footprint. During the past five
years, shares of Bassett Furniture have traded in a range of 5x-23x two-year forward consensus EPS
estimates, with an average of roughly 15x. Our $36 price target is based on 15x (consistent with the historical
average) our F2023 EPS forecast of $2.37.

Key Risks The economy Raw material price inflation Longer-than expected supply
chain constraints

Sidoti & Company, LLC
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Table 1: Bassett Furniture Industries Inc., Income Statement
(8 in thousands, except per share data)
Fiscal year ends the last Saturday in November

Revenue-furniture
Logistics revenue
Total revenue

Cost of fumiture and accessories sold

Gross profit

SG&A expenses
New store pre-opening costs and other

Operating income

Remeasurement gain/litigation gain
Other income (loss)

Pretax income

Income tax

Net income (loss) - GAAP
Eamings per share - diluted - GAAP

Net income - adjusted
Earnings per share - adjusted

Dividends per share (including special dividends)
Weighted average shares -diluted

Margin Analysis

Furniture gross margin

Consolidated gross margin

SG&A expenses as a % of revenue

New store opening and other costs as a % of revenue
Operating margin

Pretax margin

Net margin

Tax rate

Growth (year-over-year)

Revenue-furniture

Revenue-logistics

Total revenue

Operating income

Net income - adjusted

EPS - adjusted

F2018 F2019
$ 402469 | $ 403,865
54385 48222
456,855 | 452,087
(179580)|  (179,244)
| a2
(260339)|  (264,280)
@) (1.952)
14084 6611
)| (1149)
12206 5466
@8 (153
8218 (L928)
77|  (50.19)
1038 4832
097 047
0820 30500
10692] 10288
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31% 15%
21 129
1 04w
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1| 0%
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B 5149

BASSETT FURNITURE INDUSTRIES, INC.

Sources: Company reports and Sidoti & Company, LLC estimates; 1Q:F19 is a 14-week quarter; all others are 13-week quarters; NM = Not Meaningful
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Table 2: Bassett Furniture Industries Inc., Cash Flow Statement
($in thousands, except per share data)
Fiscal year ends the last Saturday in November

Cash flow from operations

Netincome

Adjustments to reconcile net income to net cash flow:
Depreciation and amortization

Impairment of real estate

Tenant improvement allowance

Remeasurement gain on acquisition of affiliate

(Gain on sale of property and equipment

Goodwill impairment charge (non-cash)

Impairment and lease exit charges on retail real estate
Deferred income taxes

Other

Decrease (increase) in accounts receivable

Decrease (increase) in inventory

Decrease (increase) in other current assets

QOperating leases, net

Increase (decrease) in accounts payable and accrued liabilities
Net cash provided by operating activities

Cash flow from investing activities

Purchase of property and equipment

Proceeds from sales of property and equipment
Proceeds (Purchases) from investments, net

Other, net

Cash paid for business acquisitions, net of cash acquired
Net cash flow (used for) investing activities

Cash flow from financing activities

Net borrowings under revolving credit facility
Issuance of common stock, net

Repurchases of common stock

Proceeds from exercise of stock options

Excess tax benefits from stock-based compensation
Cash dividends

Proceeds from equipment loans

Net cash from (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Free cash flow (operating cash flow less cap-ex)
Free cash flow/share
Sources: Company reports and Sidoti & Company, LLC estimates
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Table 3: Bassett Furniture Industries Inc., Balance Sheet
(8 in thousands, except per share data)
Fiscal year ends the last Saturday in November

Assets

Current assets

Cash and cash equivalents

Short-term investments

Accounts receivable

Inventory

Other current assets

Total current assets

Long-term assets

Property and equipment

Goodwill and other intangible assets
Right of use assets under operating leases
Deferred income taxes, net

Other

Total assets

Liabilities and shareholders' equity
Current liabilities

Accounts payable

Accrued compensation and benefits
Current portion of long-term debt
Customer deposits

Dividends payable

Current portion of operating lease obligations
Other accrued liabilities

Total current liabilities

Long-term liabilities

Post-employment benefit obligations
Long-term portion of operating lease obligations
Other liabilities

Total liabilities

Shareholders' equity

Total liabilities and shareholders' equity

Accounts receivable, days
Inventory turnover
Accounts payable, days

Selected Financial Data

Total debt/total capital

Cash and short-term investments

Net cash and investments per share

Net cash and investments, including lease obligations, per share
Current ratio

Book value per share

Tangible book value per share

ROA

ROE

Sources: Company reports and Sidoti & Company, LLC estimates
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Bassett Furniture Industries, Inc. (BSET-$16.77) NR Price Target: $36 Risk Rating: M

Rating and Price Target History Table

Bassett Furniture Industries, Inc. (BSET)

Action Date Px Rating PT Risk Rating

PT  1/18/19 18.8 23

PT  7/2/19 13.9 21 1,500 - -40
PT  3/20/20 6.3 14

PT  4/2/20 4.9 10

PT  8/24/20 12 14 30
PT  10/1/20 14.7 17 1,000

PT  11/23/20 16.3 21

PT  12/4/20 18.2 23 20
PT  1/14/21 20.7 26 B
PT  1/21/21 21.6 26

PT  3/1121 24.6 29 500 |

PT  3/29/21 235 29 .10
PT  4/1/21 235 32

PT  4/26/21 28.9 34

PT  5/24/21 31.7 34 0 0
PT  6/22121 27.4 34 ' ' ' ! ' ! ' ! ' ! '

PT  7/U21 265 38 1/19 7/19 1/20 7/20 1/21 7/21 1/22
PT  7/19/21 25 38 ; .

PT  8/17/21 221 36 Volume —— Bassett Furniture Industries, Inc.

PT  9/20/21 185 36

PT  9/30/21 18.2 36

PT  10/20/21 17.8 36

Valuation We maintain our Moderately Risky rating on BSET shares and $36 price target. Despite our tempered EPS

estimates, we argue that BSET shares remain undervalued, especially as we still expect Bassett to profit
from demand and backlogs that are higher than pre-COVID levels along with previous unprofitable store
closings and management leveraging its largely domestic manufacturing footprint. During the past five years,
shares of Bassett Furniture have traded in a range of 5x-23x two-year forward consensus EPS estimates,
with an average of roughly 15x. Our $36 price target is based on 15x (consistent with the historical average)
our F2023 EPS forecast of $2.37.

Key Risks The economy Raw material price inflation Longer-than expected supply
chain constraints

Sidoti & Company. Sidoti & Company, LLC is a licensed broker/dealer, and publishes research reports about some of the
securities it follows. All research published by Sidoti & Company, LLC is based on public information, or on information from the
company discussed in the report that that company is required to promptly make public . This report was prepared for market
professionals and institutional investor customers. Market professionals and institutional investors should consider this report as
only one factor in making their investment decisions. This report is for information purposes only and is not intended as an offer
to sell or a solicitation to buy securities. This research report is not a substitute for the exercise of your independent judgment.
Information contained herein is based on sources we believe to be reliable but we do not guarantee their accuracy. The stock
rating on this report reflects the analyst’s recommendation based on a 12-month period. It should be presumed that the analyst
who authored this report has had discussions with the subject company to ensure factual accuracy prior to publication.

Sidoti does NOT own securities of the issuers described herein, and Sidoti does not make a market in any securities. Sidoti does
not engage in, or receive compensation from, any investment banking or corporate finance-related activities with the company
discussed in the report. Sidoti’s contracts with issuers protect Sidoti’s full editorial control of all research, timing of release of
reports, and release from liability for negative reports. To ensure further independence, the company discussed in the report has
agreed to a minimum coverage term of one Initiation Report and three Update Reports, which that company cannot unilaterally
terminate earlier. Sidoti & Company, LLC takes steps to ensure analyst independence including setting fees in advance and
utilizing analysts who must abide by the CFA Institute Code of Ethics and Standards of Professional Conduct. Each Sidoti &
Company, LLC analyst has full discretion on the rating and revenue target based on his or her own due diligence. Analysts are
paid in part based on overall profitability of Sidoti & Company, LLC. Such profitability is derived from a variety of sources and
includes payments received from issuers of securities covered by Sidoti & Company, LLC for services described below. No part
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of analyst compensation was, or will be, directly or indirectly, related to the specific recommendations or views expressed in any
report or article. All issuers to be considered for research obtain the approval of a stock selection committee comprised of the
Director of Research, the Chief Compliance Officer, and an independent outside person for screening applicants.

Sidoti Company Sponsored Research Rating System The Sidoti & Company, LLC Company Sponsored Research rating
system consists of “Moderately Risky” (M) and “Highly Risky” (H) ratings. “Moderately Risky” suggests companies, that while still
subject to relatively high price volatility, are characterized by more stable and predictable cash flow, a more established operating
history, and an operating environment that is somewhat less competitive with a potential for loss of principal. “Highly Risky”
suggests high risk equities of companies with a short or unprofitable operating history, limited or less predictable revenues, very
high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal. As of 01/03/22 and
immediately prior to the publication of this report, Company Sponsored Research provides research on 32 companies, of which
27 (84.4%) are rated Moderately Risky and 5 (15.6%) are rated Highly Risky. Earnings targets and opinions concerning the
composition of market sectors included in this report reflect analyst judgments as of this date and are subject to change without
notice. A risk to our earnings targets is that the analyst's estimates or forecasts may not be met. This report contains forward-
looking statements, which involve risks and uncertainties. Actual results may differ significantly from such forward-looking
statements. Factors that may cause such differences include, but are not limited to, those discussed in the “Risk Factors” section
in the issuer’'s SEC filings available in electronic format through SEC Edgar filings at www.sec.gov.

Every company in the Microcap sector bears certain inherent risks and Sidoti & Company, LLC will not provide any company
subject to those risks with a rating below moderate because stock in the Microcap segment of the market have many risks that
are not as prevalent in Large-Cap, Blue Chips, or even Small-Cap stocks. Often it is these risks that cause Microcap stocks to
trade at discounts to their peers. The most common of these risks is liquidity risk, which is typically caused by small trading floats
and very low trading volume which can lead to large spreads and high volatility in stock price. In addition, Microcaps tend to have
significant company specific risks that contribute to lower valuations. Investors need to be aware of the higher probability of
financial default and higher degree of financial distress inherent in the Microcap segment of the market.

Sidoti & Company policy is to update research reports as and when the Research Analyst and Research Management deem
appropriate, based on developments with the issuer, the sector, or the market that may have a material impact on the research
views or opinions stated therein. In addition, certain Research publications are intended to be updated on a regular periodic basis
(weekly/monthly/quarterly/annual) and will ordinarily be updated with that frequency, unless the Research Analyst and Research
Management determine that a different publication schedule is appropriate based on current conditions.

Sidoti & Company Research does not provide individually tailored investment advice. Sidoti & Company Research has been
prepared without regard to the circumstances and objectives of those who receive it. Sidoti & Company recommends that
investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a
financial adviser. The appropriateness of an investment or strategy will depend on an investor's circumstances and objectives.
The securities, instruments, or strategies discussed in Sidoti & Company Research may not be suitable for all investors, and
certain investors may not be eligible to purchase or participate in some or all of them. Sidoti & Company Research is not an offer
to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy.
The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default
rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other
factors. There may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past
performance is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that
may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange
for the subject company's securities/instruments.

These opinions may not fit to your financial status, risk and return preferences. For this reason, to make an investment decision
by relying solely to this information stated here may not bring about outcomes that fit your expectations. The trademarks and
service marks contained in Sidoti & Company Research are the property of their respective owners. Third-party data providers
make no warranties or representations relating to the accuracy, completeness, or timeliness of the data they provide and shall not
have liability for any damages relating to such data.

Investors should consider Sidoti & Company Research as only a single factor in making their investment decision. For valuation
methodology and risks associated with any recommendation, rating or price target referenced in this research report, please
contact the Client Support Team as follows: US/Canada +1 212-453-7000. Alternatively you may contact your investment
representative or Sidoti & Company Research at 1177 Avenue of the Americas 5" Floor, (Attention: Director of Research), New
York, NY 10036 USA.

Compensation. Sidoti & Company, LLC receives a flat fee of $40,000, renewable annually from the company discussed in
Company Sponsored Research reports for the creation and dissemination of an Initiation Report and three Update Reports. The
purpose of the fee is to subsidize the high costs of research and monitoring. Sidoti holds multiple conferences a year and charges
a fee up to $6,000 per conference to presenting companies depending on the event. Sidoti does not currently have a current
investment banking services relationship with companies discussed in Company Sponsored Research Reports, or
contemporaneously with any other companies discussed in other (Sidoti) Company Sponsored Research reports. Investment
banking services, as defined under FINRA Rule 2241, include, among other things, acting as an underwriter in, or as a member
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of the selling group in, a securities underwriting. Sidoti’s role in any issuer’s investment banking transaction can be viewed in that
issuer’s filings at www.sec.gov.

Sidoti has non-research employees who will seek compensation for providing institutional investors with securities related
services by virtue of commission sharing agreements. Sidoti & Company, LLC has received and expects to continue to receive
compensation for non-investment banking services from companies under coverage from attendance fees for conferences
sponsored by Sidoti and the arrangement of non-deal roadshow days. Sidoti may receive or seek to receive non-investment
banking compensation from covered companies for investor relations-related serves, or certain advisory, research analysis,
financial modeling or similar services. BSET has paid a fee to Sidoti & Company, LLC to participate at the August 2021 Microcap
Virtual Conference. BSET has paid a fee to Sidoti & Company, LLC to participate at the May 2021 Microcap Virtual Conference.

Sidoti Analysts. Sidoti policy does not allow an analyst or a member of their household (i) to own, trade, or have any beneficial
interest in any securities of any company that analyst covers, or (ii) serve as an officer or director of a covered company. Sidoti
employees, including research analysts, receive compensation that is based in part upon the overall performance of the firm,
including revenues generated by Sidoti's investment banking and brokerage activities, but compensation is not directly related to
investment banking or brokerage revenues.

Sidoti maintains and enforces written policies and procedures reasonably designed to prevent any controlling persons, officers (or
persons performing similar functions), or employees of Sidoti from influencing the activities of research analysts and the content
of research reports prepared by the research analyst. Sidoti research analysts seek to have management of their covered
companies meet with investors during non-deal road shows. Analysts’ compensation may be related to their success in
scheduling non-deal road shows. This approach could be viewed as presenting potential conflicts of interest.

Reprints of Sidoti & Company, LLC reports are prohibited without permission. Additional information is available upon request.
For any further questions, please contact the Chief Compliance Officer at Sidoti.

Analyst Certification. Anthony C. Lebiedzinski certifies that this report accurately reflects his/her personal views about the
subject securities and issuers and that none of the research analyst's compensation was, is or will be, directly or indirectly,
related to the analyst's specific recommendations or views contained in this research report.

Source
Key Statistics data is sourced from FactSet Research Systems

Sidoti & Company, LLC
8



