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After having completed the production line in Sibbhult, Swedish Stirling now projects delivery
of six PWR BLOKs to Glencore in South Africa before year end, a welcome sign of confidence
in the company’s ability to scale up production. With the simultaneous preparations for a
preference share issue linked to the emission reductions from the PWR BLOKs, the recent debt
financing agreement and insider purchases, and a potential sustainability certification and
transfer of the share to the main list, the stage is now set for unlocking the value in the

96 MW pipeline in South Africa. However, in light of the changed market conditions with cost
inflation and heightened risk premiums, our combined DCF and multiple valuation now

support a fair value of SEK 18-26 (26-36) in 18-24 months.

Financial model that continues to evolve

The production line in Sibbhult is now complete and Swedish Stirling now
targets delivery of 6 PWR BLOK units to Lion before year end, with a gradual
increase in production rate. By its unique proprietary solution for recovering
energy from industrial residual and flare gasses and converting these into
100% carbon neutral electricity at high efficiency, the 10 MW installation on
Glencore’s Lion will generate up to 87,500 tonnes in annual CO2 emissions
reduction. While the use of PWR BLOK in South Africa will entitle the owner
to emission allowances equal to the amount of CO2 emissions saved, Swedish
Stirling is now examining the possibility to not resell the allowances, but to
tie the CO2-reduction to the planned preference share issue of 130 MSEK.

This unique green preference share is planned to offer both an attractive
direct return paid in quarterly coupons, while also offering investors the
possibility to offset emissions. Being a previously untested model, we are
eager to see both terms and the response from the investor community.
Combined with the debt financing agreement from The Industrial
Development Corporation of Africa, this would give Swedish Stirling a robust
financial platform to scale production.

Changing macro setting not affecting plan or execution

With a contracted revenue for Lion of SEK 413 million with a back-end loaded
spread over 8 years, plus a 7-year extension option, we estimate a total
discounted net present value of 9 MSEK per PWR BLOK for the ordinary
shareholders, although rising inflation, risk premiums and financing costs are
likely to dent that number. However, considering that it's normal for South
Africa to run at an inflation rate that’s elevated compared to European levels,
this will not affect the company’s plan.

New deals now under negotiation will likely be financed with a higher degree
of debt, hopefully not requiring the company to use its ~200 MSEK cash pile
for project financing. A straightforward extrapolation of our calculation for
the Lion deal to Swedish Stirling’s whole 96 MW pipeline of signed and
potential energy conversion deals corresponds to a total value of SEK 2.2
billion or SEK 17 per share, without regard to falling production costs or
additional potential outside existing letters of intent.

Several triggers support fair value well above today’s level

Aside from financing and the preference share issue, fixed agreements with
the two remaining ferrochrome producers in South Africa and the next step
with SMS Group in Europe are now two major triggers for the share. We also
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note the possibility of a verification of the environmental benefits PWR BLOK
creates, through an independent review. Since PWR BLOK in South Africa
reduces more carbon dioxide per invested SEK than any other comparable
type of energy, a sustainability certification together with the preference
share and a potential move to the main list, would force the company onto
the radar screen of a number of indices and institutional sustainability
investors in Sweden and internationally.

Now focus is on delivering and scaling up installations on Lion Smelter and
signing new agreements with Samancor and Richards Bay Alloys, as well as
SMS Group in Europe. So, with a number of triggers in 2022, support from the
CEO's acquisition of 204,000 shares in Q4’21 and recent purchase by
Chairman Sven Sahle of 84,600 shares (increasing his holding by less than
1%), a possible sustainability certification and more potential deals in the
pipeline, we now see considerable revaluation potential in the share.

However, while the case in Swedish Stirling remains intact, the valuation is
not insulated from the general downturn in market conditions and
heightened risk premium with a special disapproval among investors for
profitability far ahead in the future, which is why our combined DCF and
multiple valuation now support a fair value of SEK 18-26 (26-36) in 18-24
months.

Financial Summary

MSEK 2019 2020 2021 2022 2023 2024
Sales 0 0 0 3 22 60
Income 45 53 67 43 47 60
EBITDA -99 -20 -25 -44 -56 -69
EBIT -101 -24 -38 -59 -71 -84
EPS Adjusted -1,49 -0,50 -0,54 -0,50 -0,69 -0,97
Sales Growth, % n.m. n.m. n.m. n.m. 781% 168%
EBITDA Margin, % n.a. n.a. n.a. -17,3 -2,5 -1,1
EBIT Margin, % n.a. n.a. n.a. -23,2 -3,2 -1,4
EV/Sales n.a. n.a. n.a. 415,72 47,20 17,59
EV/EBITDA -8,9 -56,4 -69,2 -24,0 -18,8 -15,4
EV/EBIT -8,7 -48,1 -45,3 -17,9 -14,8 -12,6
P/E -7,2 -26,4 -28,1 -18,2 -13,3 -9,4

Source: Emergers
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Disclaimer

General disclaimer and copyright

This material is not intended to be financial advice. This material has been commissioned by the Company in question and
prepared and issued by Emergers, in consideration of a fee payable by the Company. Emergers standard fees are SEK
240 000 pa for the production and broad dissemination of a detailed note following by regular update notes. Fees are paid
upfront in cash without recourse. Emergers may seek additional fees for the provision of roadshows and related IR services
for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or
warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources
that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report and have not
sought for this information to be independently verified. Opinions contained herein represent those of the research analyst at
Emergers at the time of publication. The company has been given the opportunity to influence factual statements before
publication, but forecasts, conclusions and valuation reasoning are Emergers’ own. Forward-looking information or
statements contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet
determinable, and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual
results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Emergers shall not be liable for any direct, indirect or
consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in connection
with the access to, use of or reliance on any information contained in this material.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as,
personalised advice. Also, the information provided by us should not be construed by any subscriber or prospective
subscriber as Emergers’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in
this material may not be eligible for sale in all jurisdictions or to certain categories of investors. Investors are encouraged to
seek additional information as well as consult a financial advisor prior to any investment decision.

Investment in securities mentioned: Emergers has a restrictive policy relating to personal dealing and conflicts of interest.
Emergers does not conduct any investment business and, accordingly, does not itself hold any positions in the securities
mentioned in this report. However, the respective directors, officers, employees and contractors of Emergers may have a
position in any or related securities mentioned in this report, subject to Emergers' policies on personal dealing and conflicts
of interest.

Copyright: Copyright 2021 Incirrata AB (Emergers)

United Kingdom

This document is prepared and provided by Emergers for information purposes only and should not be construed as an offer
or solicitation for investment in any securities mentioned or in the topic of this document. A marketing communication under
FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional
experience in matters relating to investments, i.e. investment professionals within the meaning of Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth
companies, unincorporated associations or other bodies within the meaning of Article 49 of the FPO and (iii) persons to
whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available
only to such persons. It is not intended that this document be distributed or passed on, directly or indirectly, to any other
class of persons and in any event and under no circumstances should persons of any other description rely on or act upon
the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to
or published in whole or in part by, any other person.

United States

Emergers relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the
Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide publication of general
and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the
needs of current and/or prospective subscribers. As such, Emergers does not offer or provide personal advice and the
research provided is for informational purposes only. No mention of a particular security in this report constitutes a
recommendation to buy, sell or hold that or any security, or that any particular security, portfolio of securities, transaction or
investment strategy is suitable for any specific person.
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