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Protracted negotiations shades short term
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Strengthened by the support of renowned names in the upcoming green preference share
issue Swedish Stirling now stands ready to deliver to a ferrochrome industry that is in dire
need of new technology to readjust into carbon neutrality. While short term outlook takes a
hit from stalled site negotiations with one of the two South African ferrochrome giants, our
combined DCF and multiple approach now supports a fair value of SEK 15-22 (18-26) per share
in 18-24 months, with potential triggers remaining which can drive a revaluation of the share.

Half year report with mixed impressions

Swedish Stirling’s report for Q2’22 showed that the shipment of the first six
units PWR BLOK to Glencore’s Lion Smelter is proceeding according to plan.
Strengthened by a Glencore management visit to the finished production line
in Sibbhult as well as the main office in Gothenburg, the two companies’
relationship seem on track.

However, the negotiations with the second South African chrome giant,
Samancor, and the delivery of 18 MW worth of PWR BLOKSs to TC Smelter have
been stalled due to that needed terms cannot be agreed upon at this stage. This
raises a big question regarding the remaining 36 MW that was included in the
original LOI signed in 2020. The flipside however, is that it shows that Swedish
Stirling isn’t jumping on every deal they can get their hands on - profitable
growth is key, and according to management there’s no shortage of interest
from other potential customers.

Renowned names leading green preference share issue

The first 10MW installation at Glencore’s Lion Smelter will genereate up to
87,500 tonnes of annual CO2 emission savings. Running the PWR BLOK will
also entitle the owner of the technology to emission allowances equeal to the
amount of CO2 emissions saved, which in these initial installations at Glencore
will be Swedish Stirling. As the market for emission allowances in South Africa
isn’t on par with Europe, the company has explored the possibility to tie the
CO2-reduction to a preference share issue.

Renowned names like Glencore, Merafe and the af Jochnick family have now
been tied as anchor investors, and it’s now up to the board to make the final
decision, which we expect in the near future. Having Glencore, one of the
biggest mining companies in the world, as a cornerstone in this round, we
believe sends a strong message to following investors.

Short term dip while long term upside remains

On our site visit in South Africa we got a first hand look at both Glencore’s Lion
Smelter and Samancor’s TC Smelter. This strenghened our conviction that the
need for technology like Swedish Stirling’s, will only increase in the future.
Discussions with Samancor will continue, as well as with Glencore about
deliveries to other sites, and discussions with Richards Bay Alloys has been
resumed after their renovation plans got put on hold during the pandemic.

The LOI with Samancor accounts for about half of the total pipeline in South
Africa (3 sites x 18MW), and since negociations for TC Smelter at least for the
moment have been stalled we’ve added a 20% uncertainty discount on our
forecast where our combined DCF and multiple approach now supports a fair
value of SEK 15-22 (18-26) per share in 18-24 months. We do however note
some potential triggers for the second half of 2022 and for 2023, with a green
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Fair Value, SEK (18-24 m) 15 -22
Current Price, SEK 10,00
Number of Shares (Millions) 128,4
Market Capitalisation (MSEK) 1284
Net Debt (MSEK) -64
Enterprise Value (MSEK) 1220
Market First North
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preference share issue, potential new firm deals after the installation at Lion
progresses, and real proof of work once Lion is up and running.

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. 434,01 49,28 18,36
EV/EBITDA -8,9 -56,4 -69,2 -25,0 -19,6 -16,1
EV/EBIT -8,7 -48,1 -45,3 -18,7 -15,5 -13,2
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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