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PolarCap® soon next to every defibrillator in the

world of sports
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With strong clinical evidence to treat the growing problem of Sports Related Concussions
(SRCs), PolarCool offers the PolarCap® that is proven to reduce long term absence by up to
80%. With 38 systems installed on a subscription basis, including a league-wide agreement
with the SHL, PolarCool targets 100 new deals in 2023, to be doubled annually in the following
years supporting a target Market Cap of SEK 80m in 12-24 months. Adjusted for a further
capital requirement this translates to SEK 2.3 per share. Long term, management is confident
to reach 1500 systems installed by 2026, supporting close to a half billion SEK valuation.

One of a kind-solution on a growing market

The numbers of sports-related concussions are increasing in all contact sports,
and the associated short- and long-term problems with it. SRCs are unique, as
physical activity can increase body and brain temperature up to 40 degrees. If
a concussion is sustained when an athlete has elevated brain temperature and
thus energy demand, it can lead to an exacerbated brain injury. In recent years,
the awareness regarding sports related concussions has increased markedly,
and the need for improved treatments along with it. PolarCool has developed
the PolarCap® System, to deliver an acute treatment to improve recovery and
reduce the risk of long-term absence. In October 2022, significant positive data
from a 5-year long clinical study was presented which has given PolarCool the
clinical evidence necessary to propel their scale-up in Europe, as well as an
expansion across the Atlantic once MDR and FDA approvals are in place. The
clinical data alongside with the far along processes of MDR and FDA approvals,
makes the PolarCap® unique on a market that is growing rapidly, where the
company’s ultimate aim is for the PolarCap® to be positioned alongside the
defibrillator as a necessity in the sports environment.

Financial gains in addition to health benefits

The main purpose of PolarCap® is to reduce the medical trauma and suffering
caused by a head injury. But from an economic point of view, considering that
major league sports teams invest heavily into their players, PolarCool also
offers meaningful financial benefits. In ice hockey for example, an average
player in the NHL makes 3.5 MUSD per year which equals about 20,000 USD per
active day. While the clinical study showed that the return to play could be
shortened from 13 to 9 days, this equals a 80,000 USD saving for the team.

MDR and FDA approval unlocks full potential

PolarCool already have ongoing 24-36 months subscription contracts with
European teams within ice hockey, rugby, football and handball which provides
steady recurring revenues with an assumed minimal churn. To ramp up even
further, clinical evidence alongside with MDR and FDA approvals are the key
factors. Management is confident to deliver 100 new systems in 2023, and
reach about 700 systems installed in 2025 and 1500 in 2026. The nature of the
business model makes PolarCool rather capital intense, before reaching a state
where the installed base supplies big enough cash flows to finance further
rollout, something we expect to happen in 2026. Should management reach its
growth goals target multiples of 2x Sales’25 and 15x EBIT’26 support a target
Market Cap of SEK 80m in 12-24 months. Adjusted for both the upcoming
rights issue of SEK 7.4m and further capital requirement this translates to SEK
2.3 per share.
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Financial Summary

MSEK 2021 2022E 2023E 2024E 2025E
Revenue 2 3 5 15 36
EBITDA -6 -9 -7 -9 11
EBIT -7 -11 -11 -19 -11
EPS Adjusted -0,71 -0,86 -0,45 -0,61 -0,37
Sales Growth, % - 9% 105% 182% 133%
EBITDA Margin, % -227% -322% -137% -56% 31%
EBIT Margin, % -290% -397% -203% -121% -32%
EV/Sales 3,5 3,3 1,6 0,6 0,2
EV/EBITDA -1,6 -1,0 -1,2 -1,0 0,8
EV/EBIT -1,2 -0,8 -0,8 -0,5 -0,8
P/E -5,5 -1,0 -1,6 -1,2 -1,9

Source: Emergers

PolarCool in brief

What started as a spinoff from BrainCool, PolarCool is a medical device
company based in Lund, Sweden. The patented product, the PolarCap® System
is used as a controlled cooling treatment for concussions and repeated head
collisions. The aim is to provide athletes the opportunity for acute concussion
treatment, something no other company currently offers.

A growing problem gaining attention

While a lot of rule changes have been made to mitigate player injuries
especially in sports using helmets as part of the equipment, the sheer number
of concussions are steadily growing. It is a topic however, that has gained a lot
of attention in the last decade. North American major leagues like the NHL (ice
hockey) and the NFL (American football) as well as rugby leagues all across
Europe all have implemented concussion protocols. The world of football
witnessed an increased focus on the potential severe medical condition, as
seen by anyone watching the latest FIFA World Cup in Qatar, there was a lot of
focus on head-related injuries with new rules in place. At these events in the
World Cup the game was paused, the injured player forced off to undergo a
quick evaluation. Another example of the increasing awareness is actor Will
Smith’s movie Concussion, which highlights this issue within the NFL, and how
untreated concussions lead to problems with physical skills, headaches,
balance issues and in some cases dementia.

The PolarCap® System

Source: PolarCool

In most cases the symptoms disappear after about ten days, and after a few
months most are completely recovered. In some cases however, especially after
repeated concussions occur, athletes ay suffer from impact syndrome, a
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pathological response of the brain that can be life-threatening if not treated
immediately.

Besides human suffering, which is difficult to measure in monetary terms,
there are other ways to assess the losses associated with SRCs. Sports teams
invest heavily in their players, for them to perform and contribute to the team’s
sporting success. A player’s absence can easily be translated into monetary
terms. PolarCool’s own calculation found that a hockey team in the Swedish
Hockey League (SHL), saved about SEK 300,000 in reduced days of absence.

Supported by feedback from several team doctors at the UEFA Medical
Symposium there is no other device for immediate treatment of head injuries
than the PolarCap® System. The MDD approval combined with strong clinical
evidence from the five year long trial and far along processes of MDR and FDA
approvals, puts PolarCool in a really strong position going forward.

Strong clinical evidence

There has been an interest to use hypothermia for treating various CNS-
disorders in clinical environment for a long time. In clinical trials made in
China, no clinical improvement was obtained through whole-body cooling.
However, a selective brain cooling study in rats showed reduced intracranial
pressure and other beneficial outcomes, as well as improved cognitive
function.

Treatment with PolarCap® System has been evaluated in a 5-year clinical trial,
conducted by Lund University in collaboration with the Swedish Hockey
League (SHL). In October 2022, the result was in the Journal of Neurotrauma
and demonstrated that long-term absence (more than three weeks) was
reduced by almost 80%. The study included a total of 132 cases of confirmed
SRCs, where 61 were treated with the PolarCap® System, and the other 71 were
receiving standard management. The median time for return to play was 9 days
for the treated group, compared to 13 days for the untreated.

The positive results have opened doors to look at neck injuries such as
whiplash, where there are strong indications that the PolarCap® could have a
positive effect. In a broader perspective, rehabilitation centres could
potentially provide another expansion opportunity. The results have also
enabled a potential fast-track to the US market, where the company in October
2022 changed its strategy now working towards a De Novo approval for the
PolarCap® System.

Return to play — 132 cases

Days Treated with Not
absent PolarCap Treated
14 days 25% 44%
21 days 7% 30%
35 days 0% 23%
100 days 0% 10%

Source: PolarCool, Emergers

Massive addressable market

PolarCool already has the PolarCap® installed in sports like ice hockey, rugby,
football and handball in several European countries, but because of the strong
clinical results, any sport with some sort of risk to head injuries should look at
this type of solution. Away from the sports listed above, there are obvious
candidates like boxing and other martial arts, American and Australian
football, but also alpine and motorsports.
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Taking football as an example, there are almost 4,000 professional teams
globally, and about 1,000 of them are housed in Europe, posing a huge market
opportunity. Also looking at Swedish ice hockey, there are a total of 164 teams
in the four highest divisions, providing an opportunity for recurring revenues
of SEK 11,5m per year in Swedish hockey alone. Considering the positive
effects, not least financially and the financial muscles of many sports clubs
dispose, the barriers to invest in tech like the PolarCap® shouldn’t be too high.

A business model with stable recurring revenues

Sports teams and arenas rent the PolarCap® System on 24-36 months long
contracts, meaning PolarCool receives predictable and stable recurring
revenues at an estimated minimal churn. 18 months ago, this type of business
model would have justified target multiples of 15-30x EBITDA, which has
become rarer in the sector downturn the last 12 months. This business model
is however more capital intense compared to selling the systems upfront,
which should grow the balance sheet. But as of yet, we can’t tell to what
extent this will affect PolarCool’s further scale-up.

US entrance marks acceleration in our forecast

As the company expects 150 installed systems to cover the current cost base of
about SEK 11m, we assume a yearly fee of about SEK 70,000 per system. The
CEO indicated in late 2022 that 100-150 installed systems are a reasonable goal
to aim for in 2023, with an annual doubling in the following years.

To accelerate the rollout even further, we believe PolarCool needs to make an
entrance into the North American market, as the sports-related concussions in
sports like ice hockey, lacrosse and American football, really is gaining
attention. Operating on a market where clinical validation is of the highest
importance, to expand over the Atlantic, we deem a MDR and FDA-approval to
be necessary.

Estimating an installed base of 738 systems in 2025E and 1538 systems in
2026E, would translate to sales of SEK 35.8m and SEK 77.5m respectively,
where we periodize each new system and its associated revenue by 40%.
PolarCool looks to finish the MDR-approval process sometime in H2’23, and to
have the FDA-approval ready by late H2°23, which is why we estimate the
North American expansion to begin in 2024, where we also forecast a hike in
OPEX.
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Target multiples support target Market Cap of SEK 80m

We have a favourable view on the outlook for PolarCool as it offers an efficient
solution, with strong clinical evidence, addressing a growing problem in a
market with strong incentives to do something about it. However it is a
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somewhat capital intense business model, renting out the systems in a
subscription-based model, rather than selling them upfront. The upcoming
rights issue of SEK 7.4m will be used to cover the European operating expenses,
while we expect an additional capital requirement of SEK 25m for the company
to reach its targets in 2025. By 2026, the installed base will be big enough for
PolarCool to really enjoy the benefits of the business model, with large
recurring revenues at high margins.

Forecasting an installed base of 738 in 2025E and 1538 in 2026E would indicate
recurring sales of 35.8 MSEK and 77.5 MSEK respectively, while reaching
positive EBITDA in 2025. Applying a combined target multiple of 2x Sales’25
and 15x EBIT’26 then provides support for a target Market Cap fair value of
SEK 80m in 12-24 months. Adjusted for the upcoming rights issue of SEK 7.4m
as well as additional capital requirements, this supports a share price of SEK
2.3

Commissioned Research
PolarCool AB

Emergers



Commissioned Research
PolarCool AB

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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