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Sales strength signals promising
future
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The strong start to 2023 has now made its mark in the books, with the revenues to date already
surpassing sales in the full year 2022. With breakthrough orders in several new markets and
sales returning to pre-pandemic levels, 2023 appears to be a redemptive year for Motion
Display. With a less binary investment case we’ve made changes to our WACC and sales
estimates, and now find support of a new fair value range of SEK 1.9 - 2.1 (1.6 - 1.9) per share

in 12-24 months.

Better, stronger, less risky

The figures of H1°23 speaks pretty much for themselves. Sales amounted to
SEK 15.2m, resulting in positive EBITDA and cash flow for the first time since
2020. Along with a better geographical spread, Motion Display is on its way
back to a new normal, in better shape with tighter cost base and stronger
margins. The Q2’23 gross margin reached a record 57%. However, we
anticipate a decrease in the margin with even higher volumes. This is because
the company's sales strategy involves partnering with large purchasing
organizations, which typically results in lower margins compared to direct
customer sales. Even though the recent upswing is due to a recovery in the US,
the company has seen traction in other key markets like Europe, Australia and
South America. This development is slowly lowering the risks of relying heavily
on a single market.

Increasing sales with good cost control

The cost efficiency measures implemented in 2022 continue to have a positive
impact. Combined with strong gross margins, they set the stage for healthy
profitability as sales gradually return to normal. With an annual cost base of
approximately SEK 15m and current gross margin of 57%, Motion Display
requires sales of around SEK 27m to break even at the EBITDA level. This
indicates that the company is on track to achieve profitability (once again)
already this year. The last time sales reached SEK 30m (in 2020), Motion
Display was valued at SEK 35-40m, or SEK 2.00-2,30 per share. Therefore, the
current price of SEK 0.72 represents a significant discount in an historical
perspective, especially considering the lower cost base and the higher gross
margins.

Sales H1’23 > current Market Cap

The reported sales of SEK 15.2m and the backlog of SEK 4.4m for the first six
months are good numbers by themselves, but we think what’s behind the
figures might be of even bigger importance. Historically, Motion Display was
heavily reliant on the US market. However, they struggled to gain consistent
traction and often depended on sporadic orders, which made the investment
proposition quite unpredictable and binary. We now see the entry into other
geographical markets, and better traction in Europe. This diversification
reduces investment risk by leading to more consistent orders. We now believe
Motion Display finally has a chance to break through the glass ceiling that has
been annual sales of SEK 30m on a steady basis. As a result, we’ve made some
changes in our estimates and assumptions where a new WACC of 21% (30%),
sales of SEK 29m (SEK 23m) in 2023E, a growth rate of 10% (22%) from 2024
and onwards now support a fair value range of SEK 1.9 - 2.1 per share in 12-24
months.

Motion Display

Fair Value, SEK (12-24 m) 1,9-21
Current Price, SEK 0,72
Shares (M) 17,7
Market Capitalisation (MSEK) 13
Net Debt (MSEK) -2,9
Enterprise Value (MSEK) 10
Market Spotlight
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Financial Summary
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MSEK 2021 2022 2023E 2024E 2025E
Revenue 17 15 29 33 37
EBITDA -4 -4 2 3 4
EBIT -7 -6 -1 0 2
EPS Adjusted -0,39 -0,37 -0,05 0,00 0,16
Sales Growth, % -47% -10% 94% 12% 12%
EBITDA Margin, % -23% -23% 8% 10% 11%
EBIT Margin, % -40% -42% -2% 1% 6%
EV/Sales 1,5 1,0 0,5 0,4 0,4
EV/EBITDA -6,7 -4,3 6,2 4,4 3,4
EV/EBIT -3,9 -2,4 -20,1 56,2 6,7
P/E -3,6 -1,9 -12,7 3578,1 4,2

Source: Emergers

Over 20 years of electronic paper displays

Motion Display Scandinavia was founded 2005 by the founder of Pricer and
former CEO of Pharmacia, Erik Danielsson, with the vision to offer moving
marketing messages without expensive and time-consuming installation.
Today the company can offer a unique product of blinking displays made

from electronic paper, which can be tailor made to fit every customer’s

demand. With battery powered electronics, the display can be installed on the

edge of the shelf, just like a price tag.

Well-documented effect on sales

Studies show that about 70% of all the purchasing decisions are made after
the customer has stepped into the store, which shows the importance to offer
an attractive environment with happenings to make customers notice specific
offerings. A study by Retail Academics show that customers only distinguish
a few percent of a stores assortment since a static background creates a noise
which is hard to penetrate. The same study shows that a blinking display with
a moving motif, triggers the reptile instinct in our brain, which makes the

display noticed 8x faster than a normal/static display.

Through a case study with Walmart, Motion Display used their product to

market a salad dressing in 1200 Walmart stores, while 1800 stores used

normal displays. The difference was staggering where the stores who used
Motion Displays product sold 66% more than their respective.

Wider focus for quicker scale-up

Historically, the company had some success with big projects outside of
Walmart, with one order at the end of 2017 amounting to 14 MSEK, and
another one at the end of 2020 of 7.5 MSEK. With a scalable business model,
where the majority of the costs is attributable to the model design of one
display, high volume orders is highly profitable for Motion Display. So far, the
company has only scratched the surface of the enormous US market, which

houses over two million stores.

Addressable market in the US

Number of stores

Walmart 3500
Pharmacies 67 000
Convenience stores 154 000
Restaurants & bars 1 000 000
Total 2 000 000

Source: Motion Display, Emergers

Valuation
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With an assumption about sales reaching about SEK 29m in 2023, and a
yearly growth of 10% from there, we estimate Motion Display to reach
positive EBITDA again by 2024. Using a discount rate (WACC) of 21% to
reflect a retail market in change and uncertainties about where it will end up,
a residual multiple of 10x EBITDA, our DCF indicates a fair value of 2.1 SEK
per share.

DCF Key Assumptions

WACC 21%
Long-term EBITDA-margin 18%
Long-term CAPEX as share of sales 5%
Terminal Value EBITDA-multiple 10x
Total NPV, MSEK 38
NPV per share, SEK 2.1

Source: Emergers

Risks

Component disruptions: Just as many other industries, Motion Display is
not left unaffected by the delivery chain disruptions. The company has
addressed this by purchasing an inventory of key components to be able to
quickly respond to incoming orders.

Pandemics: The pandemic hit particularly hard against retail, which affected
Motion Display since the number of customers in stores decreased rapidly, as
the focus on in-store-marketing also fell.

Governance

CEO Anna Engholm studied mathematics and computer science at Uppsala
University. With a background as Product Manager at Pricer AB and Customer
Project Manager at Pricer Inc. she has solid experience in project
management in retail.

Chairman Erik Danielsson is the founder of Motion Display. With a
background as the CEO of the pharmaceutical company Pharmacia AB, he
also founded well known Pricer and Scandinavian Biogas, as well as co-
founder of Trippus and ProTracer.
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Motion Display

Income Statement

MSEK 2020 2021 2022 2023E 2024E 2024E
Sales 31,7 16,8 15,1 29,2 328 36,8
Operating Costs -30,0 -20,6 -18,6 -26,9 -29,5 -32,6
EBITDA 1,6 -3,8 -35 23 33 4.1
Depreciation -3,0 -2,8 -2,8 -3,0 -3,0 -3,0
Amortisation of Goodwill 0,0 0,0 0,0 0,0 0,0 1,0
EBIT -1,4 -6,7 -6,3 -0,7 0,3 2,1
Non-recurring ltems 0,0 0,0 0,0 0,0 0,0 0,0
Associated Companies 0,0 0,0 0,0 0,0 0,0 0,0
Net Financial ltems -0,3 -0,2 -0,3 -0,3 -0,3 -0,3
Pre-tax Result -1,6 -6,9 -6,6 -1,0 0,0 1,9
Tax 0,0 0,0 0,0 0,0 0,0 0,0
Minority Interest 0,0 0,0 0,0 0,0 0,0 1,0
Net Result -1,6 -6,9 -6,6 -1,0 0,0 2,9

Capital Expenditure

2020 2021 2022 2023E 2024E 2024E
Capital Expenditure, Absolute 1,8 1,9 1,8 1,5 1,6 1,8
As a Pct of Sales 58 11,5 11,6 50 5,0 5,0
Depreciation Multiple 0,6 0,7 0,6 0,5 0,5 0,6
Key Ratios
Share Price: SEK 0,69

2020 2021 2022 2023E 2024E 2024E
Share Price at 31 Dec 3,8 1,40 0,70 0,69 0,69 0,69
Number of Shares (Millions) 10,40 17,67 17,67 17,67 17,67 17,67
Market Cap 39,9 24,7 124 12,2 12,2 12,2
Enterprise Value 39,9 25,6 15,0 14,2 12,9 10,8
EPS (Reported) -0,16 -0,39 -0,37 -0,05 0,00 0,16
EPS (Adjusted) -0,16 -0,39 -0,37 -0,05 0,00 0,16
CEPS -0,16 -0,39 -0,37 -0,05 0,00 0,16
P/CEPS n.a. n.a. n.a. n.a. 3578,1 42
Book Value/Share 1,0 0,8 04 04 04 04
P/BV 38 1,7 1,6 1,8 18 1,6
Dividend 0,00 0,00 0,00 0,00 0,00 1,00
Dividend Yield (%) 0,0 0,0 0,0 0,0 0,0 145,3
Dividend Payout Ratio (%) 0,0 0,0 0,0 0,0 0,0 612,0
EV/Sales 13 15 1,0 05 04 04
EV/EBITDA 15,5 -6,7 -4,3 6,2 4,4 34
EV/EBIT -18,5 -39 -24 -20,1 56,2 6,7
P/E (Adjusted) -24,3 -3,6 -1,9 -12,7 3578,1 4,2
Sales Growth, Y/Y (%) - -46,9 -104 93,9 12,3 12,2
EBIT Growth, Y/Y (%) - 379,9 -53 -88,8 -135,8 7436
EPS Growth (Adjusted), Y/Y (%) - 146,0 -4,5 -854 -100,4 848834
EBITDA Margin (%) 52 -227 -234 79 99 11,3
EBIT Margin (%) -4,4 -39,6 -41,9 -24 038 58
Return on Equity (%) -14,5 -55,3 -59,2 -13,1 0,0 12,1
Tax Rate (%) 0,0 0,0 0,0 0,0 0,0 0,0
Financial Position

2020 2021 2022 2023E 2024E 2024E
Interest-Bearing Net Debt 0 1 3 2 1 -1
Net Debt/Equity 0,0 0,1 0,3 0,3 0,1 -0,2
Equity Ratio 04 0,6 0,3 0,3 0,2 0,2
Net Debt/EBITDA 0,0 -0,2 -0,8 0,9 0,2 -0,3

Source: Emergers, Company reports
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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 "FPQO") (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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