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Crunchfish: Recalibrating risk metrics
. Crunchfish signed their first revenue-deal within Digital Cash
. We have revised our valuation model and increased the risk coefficients
. We lower our fair value to SEK 25.80 (51.70) per share
Crunchfish’s report for Q2 2023 is a story of high and lows. The com-
Analysts Figsosiigtéiégs pany signed its first revenue deal for the business segment Digital Cash,
ﬁ”p_stenberg@;hcmp_se and the company is now preparing for continued market activities.
Johan Larsson However, the report raises concerns about the value per contract,
. 072-542 4433 short-term deal flow and the timeframe until the company reaches
johan.larsson@vhcorp.se
breakeven. On top of that, the company needs further financing in the
Teker: crisH near term. We have reassessed the risk-profile of Crunchfish, and re-
Indust.ry: Technology vised short-term projections which has resulted in an updated fair value
Listed on: Nasdaq First North of SEK 25.80 (5‘].70) per share.
Latest share price (SEK): 24,70
Market cap (MSEK): 816
Enterprise Value (MSEK): 797 Crunchfish reported a net revenue of SEK 295 thousand (SEK 134 thou-
Total number of shares (M): 33,04 . . T
- of w hich free float (M): 17.80 sand), SEK 4.2 million in own work capitalized, and SEK 515 thousand
other income in Q2 2023. Operating expenses plus depreciation
) amounted to SEK 13.9 million, resulting in an operating profit of SEK -
VHCF fair value per share - . i .
DCF model SEK 25.80 8.9 million (SEK -6.8 million). The company exited the quarter with a
cash balance of SEK 9.1 million.
Crunchfish AB
Address: Stora Varvsgatan 6A In our previous forecast model, we considered Crunchfish Digital Cash
211 19 Malmd to be well on its way to commercialization by now. We are now more
Webpage: crunchfish.com 0 y y .
CEO: Joachim Samuelsson uncertain about future cash flows, the value of the product and how

Main owners (31 Dec 2022)

Capital (%)

fast Crunchfish will be able to commercialize its technology. In this re-
port we have done our best to explain the chain of thought as well as
what changes we have made in our updated valuation model.

Table 1: Financial Overview
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MSEK 2021 2022 2023e 2024e 2025e
Net sales 4,0 6,2 1,5 21,4 76,3
Grow th (%) -64% 56% -76% 1326% 256%
EBITDA -29,2 -18,1 -28,4 -15,8 25,2
EBITDA margin (%) neg neg neg neg 26%
EBT -38,5 -24,0 -34,7 -25,2 14,5
Cash holdings 32,8 29,3 45,6 9,0 9,7
Total assets 64,2 66,5 93,6 68,9 83,8
Total equity 55,8 58,8 84,2 59,0 73,5
Solidity (%) 87% 88% 90% 86% 88%
PIE neg neg neg neg 56,3
ROE neg neg neg neg 20%
EV/EBIT (x) neg neg neg neg 54,9
EV/Sales (x) 39,2 36,7 40,6 20,0 8,4

Source: Borsdata

Source: Vastra Hamnen Corporate Finance
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The company’s first commercial deal within Digital Cash arrived during the quarter.
Due to a successful RBI pilot project, IDFC FIRST Bank became a customer as well as
a partner to Crunchfish. Digital Cash is currently being integrated into IDFC FIRST
Bank payment app and the release of the updated version of the app is planned for
Q3 this year. The partnership together with IDFC is meant to bring Crunchfish to the
UPI Payment Rail. The UPI Payment Rail is the dominating force of the payment-
space in India, and for a third-party technology to be approved for the UPI Payment
Rail, it needs to be endorsed by a banking partner.

The license agreement with IDFC includes the usage of Digital Cash for 2 years and is
paid by an upfront fee. The service will be offered to a small batch of IDFC customers
at first, and if IDFC decides to include more of its customers, they will need to pay an
additional fee and so on, as the deal includes 7 steps. The value of the upfront fee
has not been communicated, due to competition reasons, and revenue recognition
from the deal will occur during the 2-year contract period.

In the web conference held in connection with the report, CEO Joachim Samuelsson
explained how he and his team does not know when the next revenue deal will come.
The hopes of a large contract with HDFC has been postponed in many instances,
where discussions began well before the RBI pilot. Due to a recent corporate merge
for HDFC, they have currently de-prioritized Crunchfish and top management of the
bank has been and will be fully occupied with completing and integrating the newly
merged company in the near term.

Due to deals being pushed, and potential sales coming in later than expected, the
company is now running low on cash. On the 30" of June 2023, the total cash bal-
ances were at SEK 9.1 million. The company has a burn-rate of approximately SEK 10
million per quarter. As a quick-fix, the company received a bridge-loan of SEK 7.5 mil-
lion to keep its operations going until a financing solution has been put in place. As of
now, the strategy is set on a directed issue to reduce potential dilution and maintain
as much shareholder value as possible. Until resolved, the uncertainty around the
company’s financing may lead to short term pressure in the share price.

We have decided to completely reshape our revenue projections for the 12 month-
period ahead. We previously expected total sales for the period Q3 2023 through Q2
2024 to amount to approximately SEK 100 million. We recognize that we most likely
were far off in our projections, and we therefore project total sales for the same pe-
riod to amount to SEK 7.8 million.

To account for the new risk assessment of Crunchfish, and to be more cautious in our
projections, we have implemented a higher degree of risk-adjustment regarding our
long-term projections. Previously, our risk coefficients of projected cash flow for dif-
ferent regions looked as follows:

e India: No risk coefficient of projected cash flow.

o Africa: No risk coefficient of projected cash flow.

e South-East Asia: 30% risk coefficient of projected cash flow.
e Rest of the World: 50% risk coefficient of projected cash flow.


https://www.youtube.com/watch?v=VJLU9jZ9c0U
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Our newly calculated risk adjustments are based on how close (or far) we believe
Crunchfish are to achieve significant sales in specific regions. We have previously un-
derestimated the time and effort it takes to sell, implement, and get regulatory ap-
provals. Therefore, we have decided to increase our risk-coefficients of projected
cash flows:

e India: 25% risk coefficient of projected cash flow.

e Africa: 50% risk coefficient of projected cash flow.

e South-East Asia: 50% risk coefficient of projected cash flow.
e Rest of the World: 50% risk coefficient of projected cash flow.

We justify these changes with several arguments:

1. Even though Crunchfish has secured its first deal in India, we have yet to see
any numbers. Since the company needed a loan to finance short-term opera-
tions, we suspect that the upfront fee is small. Our long-term revenue pro-
jections for this region are quite significant, and while we still see similar po-
tential, we have decided to be more cautious in assessing the projections as
low risk. Therefore, we have applied a 25% risk coefficient.

2. When we formulated our previous valuation model and risk coefficients, we
thought that discussions in Nigeria had come much further. During the latest
web conference, it became clear that there are no such discussions in Nige-
ria at the moment. Therefore, we estimate the risk of this market to be similar
to the Rest of the World, and we uniformly apply the 50% risk coefficient.

3. Crunchfish has had commercialization progress in South-East Asia in the
past, but nothing major has come out of it. Instead, this region is halting, and
our understanding is that Crunchfish is more focused on India and other
countries/regions. This makes our projections more uncertain, and we there-
fore decide to apply the 50% risk-coefficient to be in line with Africa and Rest
of the World.

4. Revaluating the assumptions and projections regularly is needed. Especially
for a company such as Crunchfish, where all new information needs to be
processed carefully. Last year and earlier this year, the idea was that
Crunchfish Digital Cash product was ready and demand was high. While
some of this is still true, circumstances around the sales process like com-
pleting pilots and facing regulatory difficulties that were not known before,
have made us more cautious in our projections. Therefore, we decrease the
expected revenue by adjusting risk to account for abovementioned circum-
stances.

The continued delay of deals raises the concern of whether the company will be able
to reach sustainable profits. The prevailing market conditions also makes the process
of external funding more difficult. To account for this, instead of adjusting the WACC
of projected cash-flow, we have decided to decrease the company’s chance of
reaching sustainable profits. We have previously had this number at 60%, and going
forward, we have decreased this chance to 50%.

Considering our implemented model changes combined with a chance of survival of
50%, we see a fair value of SEK 25.80 per share, which is roughly 50% lower than our
previous fairness valuation.
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Income Statement - Annual Data
k SEK 2021 2022 2023e 2024e 2025e 2026e 2027e 2028e
Net revenues 3957 6 187 1502 21421 76 325 125028 207 057 383 307
Capitalised development cost 14 342 13 555 16 070 16 187 16 419 16 679 16 946 17 218
Other revenues 2045 1976 2042 2254 2440 2641 2859 3094
Total revenues 20 344 21718 19 614 39 862 95184 144 348 226 862 403 619
Cost of goods sold -211 0 0 0 0 0 0 0
Personnel costs -23 388 -21735 -25 965 -27 858 -35 044 -51 333 -65 457 -83 468
Other external costs -16 011 -16 175 -20 226 -23 679 -29 787 -43 633 -55 639 -70 947
Other operating expenses -755 -1857 -1853 -4 123 -5187 -7 597 -9 688 -12 353
Profit from affiliated companie -9 186 -68 -0 0 0 0 0 0
EBITDA -29 207 -18 116 -28 430 -15 798 25166 41785 96 078 236 851
Amortisation & depreciation -7 661 -6 139 -6 462 -9381 -10 657 -11 744 -12 679 -13 490
EBIT -36 868 -24 255 -34 892 -25179 14 509 30041 83 400 223 361
Financial items, net -1 600 214 187 -16 -6 0 0 0
EBT -38 468 -24 042 -34 705 -25195 14 503 30 041 83 400 223 361
Taxes 0 0 0 0 0 0 0 -12 229
Net profit -38 468 -24 042 -34 705 -25195 14 503 30 041 83 400 211133
Earnings per share (SEK) -1,26 -0,73 -1,02 -0,72 0,41 0,86 2,38 6,01
Growth (%)
Net revenues -63,6% 56,4% -75,7% 1326,1% 256,3% 63,8% 65,6% 85,1%
EBITDA na na na na na 66,0% 129,9% 146,5%
EBIT na na na na na 107,0% 177,6% 167,8%
Net profit na na na na na 107,1% 177,6% 153,2%
% of revenues (%)
EBITDA margin neg neg neg neg 26,4% 28,9% 42,4% 58,7%
EBIT margin neg neg neg neg 15,2% 20,8% 36,8% 55,3%
EBT margin neg neg neg neg 15,2% 20,8% 36,8% 55,3%
Profit margin neg neg neg neg 15,2% 20,8% 36,8% 52,3%
Personnel costs 591,1% 351,3% 1728,6% 130,0% 45,9% 41,1% 31,6% 21,8%
Total OPEX 1014,8% 642,8% 3198,4% 259,8% 91,7% 82,0% 63,2% 43,5%
Profitability (%)
ROE neg neg neg neg 19,7% 29,0% 44,6% 53,0%
ROIC neg neg neg neg 18,0% 31,8% 71,9% 145,2%
Source: Vastra Hamnen Corporate Finance
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Balance Sheet - Annual Data

k SEK 2021 2022 2023e 2024e 2025e 2026e 2027e 2028e
Inventories 0 0 0 0 0 0 0 0
Account receivable 771 1548 442 5316 13 697 20 355 33777 60 658
Receivables fr affiliated comg 33 0 1000 1000 1000 1000 1000 1000
Prepaid costs & accrued inco 1384 1089 1613 1721 1801 1887 1978 2074
Other receivables 1093 450 660 732 775 813 853 895
Cash and cash equivalents 32 756 29293 45 620 9 026 9661 28 608 94 859 275 968
Total current assets 36 037 32 380 49 335 17 795 26 934 52 664 132 467 340 595
Tangible assets 696 535 912 743 605 493 401 327
Intangible assets 27 323 33509 43331 50 307 56 207 61 254 65 612 69 415
Long-termreceivables 0 0 0 0 0 0 0 0
Affiliated companies 137 69 68 68 68 68 68 68
Total fixed assets 28 155 34113 44 312 51118 56 880 61 815 66 082 69 810
Total assets 64 192 66 493 93 646 68 913 83814 114 478 198 549 410 406
Accounts payable 1104 1914 2161 2172 2180 2189 2198 2207
Accrued cost & prepaid incor 4188 4 645 5590 6144 6 656 7 199 7786 8422
Other liabilities 3057 1161 1313 1404 1476 1548 1624 1702
Loans 0 0 0 0 0 0 0 0
Total current liabilities 8 349 7721 9 064 9720 10 313 10 936 11 608 12 331
Total non-current liabilitie 0 0 389 194 -0 -0 -0 -0
Total equity 55 843 58 771 84 194 58 999 73502 103 542 186 942 398 075
Total equity and liabilities 64 192 66 493 93 647 68 913 83 814 114 478 198 550 410 406

Source: Vastra Hamnen Corporate Finance

Cash flow statement

k SEK 2021 2022 2023e 2024e 2025e 2026e 2027e 2028e
Operating activities -20 952 -16 604 -28 435 -15 814 25160 41785 96 078 224 622
Changes in w orking capital 1566 79 716 -4 399 -7911 -6 159 -12 882 -26 295
Investing activities -15 837 -13 616 -16 661 -16 187 -16 419 -16 679 -16 946 -17 218
Financing activities 59 303 26 840 60 389 -195 -194 0 0 0
Cash flow for the period 24022 -3 687 16 138 -36 595 635 18 947 66 251 181 109
Beginning cash balance -7 767 16 321 12 715 28 853 -7742 -7 106 11 841 78 092
Adjustments 65 80 0 0 0 0 0 0
Ending cash balance 16 321 12 715 28 853 -7742 -7 106 11 841 78 092 259 201

Source: Vastra Hamnen Corporate Finance

ROIC Calculations

Invested capital 23088 29 479 38 962 50 167 63 841 74934 92 083 122 106
ROIC neg neg neg neg 18,0% 31,8% 71,9% 145,2%
Tax rate 20,6% 20,6% 20,6% 20,6% 20,6% 20,6% 20,6% 20,6%

Source: Vastra Hamnen Corporate Finance
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Income Statement - Quarterly Data

k SEK Q4 2022 Q12023 Q2 2023e Q3 2023e Q4 2023e Q1 2024e Q2 2024e Q3 2024e
Net revenues 30 171 295 461 576 3080 3658 6 598
Capitalised development cost 3559 4104 4163 3815 3988 4058 4046 4016
Other revenues 388 465 515 526 536 547 558 569
Total revenues 3977 4739 4973 4801 5100 7 685 8 262 11184
Cost of goods sold 0 0 0 0 0 0 0 0
Personnel costs -5999 -6 154 -6 594 -6 600 -6 617 -6 633 -6 650 -7 066
Other external costs -4 403 -4 315 -5999 -4 950 -4 962 -5 638 -5 652 -6 006
Other operating expenses 0 -1857 -2 0 -924 -926 -982 -984
Profit from affiliated companie -2 -0 0 0 0 0 0 0
EBITDA -6 427 -7 587 -7 623 -6 749 -7 403 -5513 -5022 -2873
Amortisation & depreciation -1391 -1 039 -1274 -2 029 -2119 -2212 -2304 -2392
EBIT -7 818 -8 626 -8 897 -8 778 -9521 -7725 -7 326 -5 264
Financial items, net 15 -57 255 -6 -5 -5 -4 -4
EBT -7 803 -8 683 -8 642 -8784 -9 527 -7730 -7331 -5 268
Taxes 0 0 0 0 0 0 0 0
Net profit -7 803 -8 683 -8 642 -8784 -9 527 -7 730 -7331 -5 268
Earnings per share (SEK) -0,03 -0,29 -0,21 -0,26 -0,28 -0,27 -0,22 -0,21

Y-0-Y Growth (%)

Net revenues -96,5% -21,2% 119,2% -92,1% 1790,2% 1705,7% 1141,1% 1331,4%
EBITDA na na na na na na na na
EBIT na na na na na na na na
Net profit na na na na na na na na

% of revenues (%)

EBITDA margin neg neg neg neg neg neg neg neg
EBIT margin neg neg neg neg neg neg neg neg
EBT margin neg neg neg neg neg neg neg neg
Profit margin neg neg neg neg neg neg neg neg
Personnel costs 19694,8% 3608,0% 2237,3% 1431,7% 1149,1% 215,4% 181,8% 107,1%
Total OPEX 34150,3% 7226,1% 4273,6% 2505,5% 2171,4% 428,5% 363,2% 213,0%

Profitability (%)
ROE neg neg neg neg neg neg neg neg
ROIC neg neg neg neg 0,0% 0,0% 0,0% 0,0%

Source: Vastra Hamnen Corporate Finance
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Balance Sheet - Quarterly Data

2023-08-28

k SEK Q4 2022 Q1 2023 Q2 2023e Q3 2023e Q4 2023e Q1 2024e Q2 2024e Q3 2024e
Inventories 0 0 0 0 0 0 0 0
Account receivable 1548 545 566 354 442 2025 2 405 4339
Receivables fr affiliated comg 0 0 0 1000 1000 1000 1000 1000
Prepaid costs & accrued inco 1089 2140 1529 1506 1613 1748 1647 1677
Other receivables 450 612 778 722 660 714 740 730
Cash and cash equivalents 29 293 19 029 9130 56 881 45 620 34 469 25 257 16 236
Total current assets 32380 22327 12 002 60 462 49 335 39 956 31049 23982
Tangible assets 535 482 1011 960 912 866 823 782
Intangible assets 33509 36 627 39578 41 414 43 331 45 223 47 007 48 673
Long-termreceivables 0 0 0 0 0 0 0 0
Affiliated companies 69 68 68 68 68 68 68 68
Total fixed assets 34113 37177 40 657 42 442 44 312 46 157 47 899 49 523
Total assets 66 493 59 504 52 659 102 904 93 646 86 113 78 947 73506
Accounts payable 1914 1107 1071 2151 2161 2175 2165 2168
Accrued cost & prepaid incor 4 645 5184 6 155 5310 5590 5838 6 009 5971
Other liabilities 1161 1139 1516 1283 1313 1352 1407 1379
Loans 0 0 0 0 0 0 0 0
Total current liabilities 7721 7 430 8742 8743 9 064 9364 9581 9518
Total non-current liabilitie 0 0 487 438 389 340 292 243
Total equity 58 771 52073 43 431 93723 84 194 76 408 69 075 63 745
Total equity and liabilities 66 493 59 504 52 660 102 904 93 647 86 113 78 947 73506
Source: Vastra Hamnen Corporate Finance

Cash flow statement

k SEK Q4 2022 Q1 2023 Q2 2023e Q3 2023e Q4 2023e Q1 2024e Q2 2024e Q3 2024e
Operating activities -6 945 -5753 -7 592 -7 679 -7410 -5573 -5029 -2938
Changes in w orking capital 6 450 -476 1671 -707 187 -1472 -89 -2017
Investing activities -3559 -4 104 -4 754 -3815 -3988 -4 058 -4 046 -4 016
Financing activities 22 370 105 552 59 951 -49 -49 -49 -49
Cash flow for the period 18 316 -10 228 -10 124 47 751 -11 260 -11151 -9 212 -9021
Beginning cash balance 10833 29293 19 029 9130 56 881 45 620 34 469 25257
Adjustments 0 0 0 0 0 0 0 0
Ending cash balance 29293 19 029 9130 56 881 45 620 34 469 25 257 16 236
Source: Vastra Hamnen Corporate Finance
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Disclaimer
This marketing material has been prepared by Vastra Hamnen Corporate Finance AB ("Vastra Hamnen”).

The material has not been prepared in accordance with the regulations designed to promote the independence of
investment research and it is not subject to any legal prohibition on dealing ahead of the dissemination of the re-
port.

The material has been prepared on the basis of publicly available information that Vastra Hamnen has deemed to
be reliable. However, it cannot be guaranteed that the information is correct. The material is published for market-
ing purposes and does not purport to constitute a basis for any investment decision. The information provided
herein does not constitute investment advice and neither does the information take into consideration the individ-
ual needs, goals and circumstances of any particular recipient of this material. The reader is recommended to
seek supplementary information elsewhere and to obtain relevant and specific professional advice before making
any investment decision.

All views, opinions and conclusions communicated through this material shall be seen as valid on the publication
date of this report only and are subject to change without notice. None of the information herein shall be con-
strued as a recommendation or solicitation for the purchase or sale of any financial instrument.

In no event will Vastra Hamnen be liable for direct, indirect or incidental damages resulting from the information in
this report. Financial instruments can decrease as well as increase in value. Past performance is not indicative of
future results.

The material is not directed at any such person, physical or legal, to whom the distribution of such material would
imply a risk of violation of any laws or regulations applicable in Sweden or any other jurisdiction.

Contents of this report shall not be copied, reproduced or distributed to any third party without prior written per-
mission from Vastra Hamnen.

Conflicts of interest

Recipients should note that this material has been commissioned by the company mentioned in this report and
that Vastra Hamnen has received remuneration from the company for the production of the report. The remunera-
tion is fixed and predetermined and in no way dependent on the content of the report or the views expressed
herein.

The company mentioned in the report has reviewed the material prior to publication. The recipient may assume
that this review has led to changes in the factual information presented in the report. Any assumptions, conclu-
sions and scenarios are however the result of Vastra Hamnen’s own analysis of available information.

Véstra Hamnen has internal rules prohibiting all of its employees from buying or selling shares issued by compa-
nies with which Vastra Hamnen has ongoing agreements to produce marketing material like the present.

Readers of this material are made aware that one of Crunchfish’'s main owners is Corespring Invest AB, whose
ownership interest is 18.3 percent of the capital and votes. Corespring Invest AB also holds a minority stake in
Vastra Hamnen. Corespring Invest AB has in no way been involved in the production of this material nor influenced
its contents.

Vastra Hamnen has a separate agreement with Crunchfish AB to act as its Certified Adviser on Nasdaq First North.

Vastra Hamnen Corporate Finance AB

Jungmansgatan 12

21111 Malmé

Telefon: +46 40 200 250 VASTRA HAMNEN

E-post: info@vhcorp.se CORPORATE FINANCE
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