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Serstech: Breaking even into 2024

Net sales increased by 268 per cent during 2023
Still significant variations between quarters
We maintain our fair value of SEK 1.79 per share
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Serstech has had a strong start to the year with significant deals during
the first month of 2024 already making this the second-best year of the
company’s history in terms of total order value. In 2023, Serstech
reached several milestones and successfully converted pent-up de-
mand from the pandemic into realised deals.

This resulted in net sales of MSEK 62.9 (17.1) and their first profitable
year with net earnings of MSEK 0.7 (-29.6). Serstech improved its
EBITDA by MSEK 34.1 for 2023, reaching MSEK 12.9 by end-of-year.
The outlook for the coming years remains promising and we still antici-
pate operating leverage and successively increasing margins.

See CEO Stefan Sandor talk more about the 2023 financial statement
in the web conference held in conjunction with the release of the report.

Further, we see a promising development with end customers integrat-
ing Serstech’s instruments and software into their systems. We believe
that by offering solutions rather than standalone devices, Serstech has
been able to secure recurring orders from satisfied customers.

In summary, the financial outcome of the year-end report led to minor
changes in our model. We maintain our fair value of SEK 1.79 per share.
Reaching break-even already in 2023 de-risks the investment case and
increases expectations for the coming years.

Looking ahead, we continue to expect orders of increasing size, alt-
hough quarterly variations are expected.

Table 1: Financial Overview

Change (%) 29.2 45.4 124.2
52 wk range (Low/Hi) - SEK 0.33/0.81

Source: Véstra Hamnen Coporate Finance
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MSEK 2021 2022 2023 2024e 2025e
Total revenues 24.8 22.4 68.3 98.0 121.8
Growth (%) -22.2% -9.8% 204.8% 43.4% 24.3%
EBITDA -3.3 -21.2 12.9 30.1 42.3
EBITDA margin (%) neg neg 18.5% 30.7% 34.7%
EBT -10.3 -29.5 0.8 16.9 28.1
Cash holdings 19.6 1.9 18.5 19.5 45.4
Total assets 66.6 52.5 59.7 77.4 107.5
Total equity 56.1 26.6 48.0 64.8 93.0
Solidity (%) 84.3% 50.7% 80.3% 83.8% 86.5%
P/E neg neg 235.3 10.0 6.0
ROE neg neg 1.0% 26.0% 30.3%
EV/EBIT (x) neg neg 156.8 8.8 5.3
EV/Sales (x) 6.0 6.7 2.2 1.5 1.2

Source: Vastra Hamnen Corporate Finance


https://youtu.be/5QeunTVhl7k
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Announced orders
of MSEK 21.7

Orders vary across
quarters

Lower COGS than
estimated

Order updates

By the end of 2023, Serstech received an order of MSEK 2.9 from its partner Youngjin
Solutec in South Korea. The order consists of the Serstech 7100 indicator and Serstech
ChembDash software. The Korean National Police Agency (KNPA) is a returning cus-
tomer, showing continued trust in Serstech’s offering. The order will be delivered and
invoiced in the first quarter of 2024.

The order trend remains positive and 2024 has started with three orders. In January,
Sersech received an order of MSEK 5.5 from its partner Safeware in the US, consisting
of the Serstech Arx, the patented SERS kit and the Serstech ChemDash software. The
customer, Colorado State Patrol, is a distinguished law enforcement organisation. The
order will be delivered and invoiced during Q1.

Furthermore, Serstech received its second order from the Chilean law enforcement
Carabineros. The order was received from its partner Aerotech in Chile. The order was
for the Serstech 100 Indicator and the SERS Kkit. In total, the order amounted to MSEK
2.8 and will be delivered and invoiced in the first quarter of 2024.

Serstech’s partner in Singapore, Kaiser-SGl, placed an order regarding the Serstech
Arx, the SERS Kit and the Serstech ChemDash software. The order value amounted to
MSEK 10.5 and they will be delivered and invoiced in March or April this year.

To summarise, these accumulated orders are valued at MSEK 21.7.

ISO certification

In December 2023, Serstech was certified according to ISO 9001:2015 and ISO
14001:2015 standards. The ISO 9001 standard outlines the requirements for a quality
management system while the ISO 14001 relates to environmental management sys-
tems. Achieving ISO certifications will enhance Serstech’s competitiveness during the
assessment process of certain tender bids.

Financial update after Q4

The financials reported in 7able 2 show the differences between the reported numbers
and our estimates. There is a considerable difference between our estimates and the
actual numbers for the net revenues. Although increasing by 21 per cent in comparison
to the same period last year, we were off by a considerable amount on this figure. This
is mainly due to the significant variation between the quarters for Serstech, as guided
by the company.

Despite the variation, we believe the underlying trend over a rolling period gives a fair
justification for the company’s growth. In line with Serstech’s projection, we will focus
our estimates to fit the long-term trend based on annual reports. This means that quar-
terly updates after this one will most likely see similar differences.

Serstech reported other revenues including grants for the SERsing project which was
not incorporated in our estimates for the quarter.

Further, the cost of goods sold, and other operating expenses came in lower than our
estimates. Other operating expenses for the corresponding period were higher than
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Expecting positive
order trend to con-
tinue

Aiming for
improved margins

they were last year when corrected for the one-off provision. This was mainly caused
by higher sales and R&D-related costs.

We note a difference in the personnel expenses, mainly due to the workforce being
expanded into 25 members which was not considered in our prior estimates.

Table 2: Estimates vs actual, Q4 2023

TSEK Q4 '22 Q4 '23e  Q4'23 act Diff
Net Revenues 3488 10 895 4209 -6 686
Other Revenues 829 0 3105 3105
Total Revenues 4 317 10 895 7 314 -3 581
Cost of Goods Sold -2 421 -2 963 -1783 1180
Gross Profit 1896 7 932 5 531 -2 401
Personnel Expenses -2 852 -4 423 -5994 -1571
Other Operating Expenses -12 194 -5 356 -3927 1429
Total OPEX -15 046 -9 779 -9 921 -142
EBITDA -13 150 -1848 -4 390 -2 542
Amortisation and Depreciation -2994 -3130 -3 015 115
EBIT -16 144 -4 978 -7 405 -2 427
Net Financial Items -86 -48 94 142
EBT -16 230 -5 026 -7 311 -2 285
Net Profit -16 230 -5 026 -7 319 -2 293
Cash and Equivalents 1866 11417 18 472 7 055
Total Equity 26 616 50 241 47 972 -2 269

Source: Véstra Hamnen Corporate Finance

Serstech reported a larger cash amount than we had modelled for. During the fourth
quarter, the company reported better management of working capital, especially ac-
counts receivable. This improved the cash flow considerably and will cause us to
reevaluate our assumptions of the company’s working capital management going for-
ward.

In summary, the Q4 figures led to minor short-term model adjustments, keeping our
long-term scenario intact. We increase our revenue estimates for the coming two quar-
ters due to the three orders received in this quarter. As mentioned, we expect to see a
large variation between quarters.

The compounded annual growth rate of 50 per cent per year for the following five-year
period is kept intact, which is also in line with Serstech’s stated guidance.

Where do we go from here?

During the conference call, Stefan Sandor, talked about one of the focus areas this
year, to implement cost-cutting measures in the production process to lower the cost
of goods sold. In part, this will be achieved by lowering the number of hours worked on
individual products, and by a more efficient purchasing process. The goal is to achieve
a gross profit margin of 80 per cent for the 2025 financial year. This is earlier than we
estimate in our model, and we will monitor the development closely.

We expect operating expenses to remain relatively fixed whilst scaling revenue. How-
ever, we have increased our forecasts of personnel expenses going forward due to the
increase in the workforce during 2024. Additionally, we are reducing our estimates for
other operating expenses, as the previously elevated level for this financial itemin 2023
was affected by a provision for a short-time allowance.

We argue that Serstech’s competitiveness heavily relies on its ability to stay at the
forefront of technology, product development and cost-cutting measures. During the
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Decreased funding
risk

Recurring custom-
ers add value

latter part of 2023, Serstech finished its redesign of the Serstech ARX product, and it
will now have a better capacity to meet the increased customer demand.

Going forward, we estimate continued high growth and increased profitability driven
by a strong demand for Serstech’s products. The company’s selling points involve the
easy-to-use Serstech Arx and its competitive price point.

In Q4, the firm presented orders pending into 2024 of MSEK 21.7 which bodes well for
continued growth. With a strong cash position of MSEK 18.5 and expected profitability,
we do not estimate the need for further share issues. Breaking even in 2023 further
decreases the financial risk in the investment case.

During the Q4 call, Stefan Sandor also talked about the importance of recurring cus-
tomers. A few years ago, many orders came from first-time buyers, now, customers
have endorsed the product and are starting to come back for new purchases. This
behaviour validates Serstech’s offering and would potentially also imply a less time-
consuming sales process.

Although we are positive about the outlook for sales and earnings, we are somewhat
below Serstech’s projections and ambitions. Still, our model suggests a fair value sig-
nificantly higher than the current market capitalisation.

Minor changes in our model prompted us to keep the fair value of the company at SEK
1.79 per share.

Marketing material commissioned by Serstech
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Income Statement - Annual Data

kSEK 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Net revenues 20 488 18 651 17 112 62914 97 974 121759 156 356 184 414
Capitalized work for own account 5914 3321 3615 3102 0 0 0 0
Other revenues 5513 2873 1684 2 285 0 0 0 0
Total revenues 31915 24 845 22 A1 68 301 97 974 121759 156 356 184 414
Cost of goods sold -8 181 -6 442 -7795 -17 423 -24146 -26 497 -32 045 -36 883
Personnel costs -15 415 -14 431 -13739 -18 797 -26 660 -32 981 -40 748 -49 030
Other external costs -5159 -6 813 -16 671 -19 181 -17 091 -19 994 -24 375 -28 975
Other operating expenses 0 -417 -5450 0 0 0 0 0
EBITDA 3160 -3 258 -21 245 12 900 30 077 42 288 59 189 69 526
Amortisation & depreciation -8782 -6 853 -8 033 -11946 -13139 -14 166 -15 439 -17 006
EBIT -5 622 -10 111 -29 278 955 16 938 28122 43 750 52521
Financials, net -190 -147 -209 -203 -72 0 0 0
EBT -5 812 -10 258 -29 487 752 16 866 28 122 43 750 52521
Taxes -4 6 -80 -37 0 0 0 -6 568
Net profit -5 816 -10 252 -29 566 715 16 866 28122 43 750 45 952
Earnings per share (SEK) -0,10 -0,12 -0,35 0,00 0,08 0,14 0,21 0,22
Growth (%)

Net revenues na -22,.2% -9,8% 204,8% 43,4% 24,3% 28,4% 17,9%
EBITDA na na na na 137,7% 40,6% 40,0% 17,5%
EBIT na na na na 2289,0% 66,0% 55,6% 20,0%
Net profit na na na na 3435,8% 66,7% 55,6% 5,0%

% of revenues (%)

EBITDA margin 7,0% neg neg 18,5% 30,7% 34,7% 37,9% 37,7%
EBIT margin neg neg neg 1,0% 17,3% 231% 28,0% 28,5%
EBT margin neg neg neg 0,7% 17,2% 231% 28,0% 28,5%
Profit margin neg neg neg 0,7% 17,2% 23,1% 28,0% 24,9%
Personnel costs 75.2% 77,4% 80,3% 29,9% 27,2% 271% 26,1% 26,6%
Total OPEX 100,4% 116,1% 209,6% 60,4% 44.7% 43,5% A1,7% 42,3%

Profitability (%)
ROE neg neg neg 1,0% 26,0% 30,3% 32,0% 252%
ROIC neg neg neg 2,5% 29,2% 46,1% 63,2% 67,9%

Source: Védstra Hamnen Corporate Finance
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Balance Sheet - Annual Data

kSEK 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Inventories 2195 3008 1868 3491 2762 3227 3744 4318
Receivables 3618 800 11478 3611 12 265 11483 14 042 16192
Current tax assets 0 129 196 0 250 250 250 250
Other short-term receivables 1271 1145 1707 1425 8 394 10 478 12 813 14775
Prepaid costs & accrued income 2 067 459 818 1031 803 799 832 872
Cash and cash equivalents 11396 19 574 1866 18 472 19 546 45 369 82538 122 078
Total current assets 20 547 25115 17 933 28 030 44 019 71606 114 220 158 486
Tangible assets 377 337 192 379 1091 1501 1801 2072
Intangible assets 35 305 41054 34 351 31220 32188 34291 37325 41176
Financial assets 20 52 69 81 81 81 81 81
Total fixed assets 35702 41 443 34 612 31680 33 360 35 873 39 207 43 330
Total assets 56 249 66 558 52 545 59 710 77 379 107 479 153 426 201 816
Advance payments from customers 306 66 10 064 61 0 0 0 0
Liabilities to credit instituions 1600 1699 739 1800 0 0 0 0
Accounts payable 3985 3759 4 957 3134 3453 4034 4681 5397
Accrued cost & prepaid income 4541 3885 5295 4943 6 905 8 069 9 361 10 795
Other short term liabilities 402 610 464 873 1036 1210 1404 1619
Short term tax liabilities 202 3N 195 124 345 403 468 540
Total current liabilities 11 036 10 330 21714 10 935 11739 13 717 15 914 18 351
Provisions 122 118 216 802 802 802 802 802
Long term liabilities 1219 0 0 0 0 0 0 0
Total equity 43 872 56 110 26 616 47 972 64 838 92 960 136 709 182 662
Total equity and liabilities 56 249 66 558 48 546 59 709 77 378 107 478 153 425 201 815

Source: Vdstra Hamnen Corporate Finance

Cash flow statement

kSEK 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Operating activities 1935 -3433 -14 950 13286 30 005 42288 59189 62958
Changes in working capital 9273 2803 1792 -5 654 -12 31 214 -3 247 -2 289
Investing activities -14 306 -12 560 -7 590 -9 003 -14 819 -16 679 -18 772 -21129
Financing activities -17 21357 3040 17 977 -1800 0 0 0
Cash flow for the period -3 115 13 956 -17 708 16 606 1074 25 822 37 169 39 541
Beginning cash balance 15159 11 396 19574 1866 18 472 19 546 45 369 82538
Ending cash balance 11 396 19 574 1866 18 472 19 546 45 369 82 538 122 078

Source: Vdstra Hamnen Corporate Finance
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Income Statement - Quarterly Data

kSEK Q4 2022 Q12023 Q2 2023 Q3 2023 Q4 2023 Q12024e Q2 2024e Q3 2024e
Net revenues 3488 12 337 32775 13593 4209 19 946 22 540 27 509
Capitalized work for own account 640 674 609 631 1188 0 0 0
Other revenues 189 12 166 85 1917 0 0 0
Total revenues 4 317 13123 33 550 14 309 7 314 19 946 22 540 27 509
Cost of goods sold -2 421 -3293 -8 586 -3761 -1783 -5224 -5903 -6718
Personnel costs -2 852 -4 010 -4128 -4 695 -5994 -6 180 -6 493 -6 821
Other external costs -6 142 -4 621 -5674 -5150 -3870 -4 025 -4186 -4 353
Other operating expenses -6 052 0 0 0 -57 0 0 0
EBITDA -13 150 1199 15 162 703 -4 390 4 517 5958 9 617
Amortisation & depreciation -2994 -2 947 -2 980 -3004 -3 015 -3198 -3 255 -3 313
EBIT -16 144 -1748 12 182 -2 301 -7 405 1319 2704 6 304
Financials, net -86 -85 -127 -86 94 -36 -24 -12
EBT -16 230 -1833 12 055 -2 387 -7 31 1283 2 680 6 292
Taxes 0 -14 2 -8 -8 0 0 0
Net profit -16 230 -1 847 12 057 -2 395 -7 319 1283 2 680 6 292
Earnings per share (SEK) -0,19 -0,01 0,06 -0,02 -0,04 0,01 0,01 0,03

Y-0-Y Growth (%)

Net revenues 19,9% 500,6% 288,1% 335,0% 20,7% 61,7% -31,2% 102,4%
EBITDA na na na na na 246,1% -62,9% na
EBIT na na na na na na -79,3% na
Net profit na na na na na na -79,3% na

% of revenues (%)

EBITDA margin neg 9,9% 47 9% neg neg 22,6% 26,4% 35,0%
EBIT margin neg neg 39,0% neg neg 6,6% 12,0% 22,9%
EBT margin neg neg 38,6% neg neg 6,4% 11,9% 22,9%
Profit margin neg neg 38,6% neg neg 6,4% 11,9% 22,9%
Personnel costs 66,1% 30,6% 12,3% 32,8% 82,0% 31,0% 28,8% 24,8%
Total OPEX 348,5% 65,8% 29,2% 68,8% 135,6% 51,2% 47,4% 40,6%

Profitability (%)
ROE neg neg 20,6% neg neg 2,6% 5,2% 10,8%
ROIC neg neg 18,5% neg neg 2,4% 4,7% 11,2%

Source: Viéstra Hamnen Corporate Finance
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Balance Sheet - Quarterly Data

kSEK Q4 2022 Q1 2023 Q2 2023 Q3 2023 Q4 2023 Q1 2024e Q2 2024e Q3 2024e
Inventories 1868 2775 3457 3238 3491 2 290 2588 2 945
Receivables 11478 4069 31149 16 553 361 13115 14 821 12 059
Current tax assets 196 249 303 356 0 250 250 250
Other short-term receivables 1707 2531 3163 1809 1425 5984 6762 8253
Accrued cost & prepaid income 818 501 460 533 1031 650 689 747
Cash and cash equivalents 1866 18 423 7850 17 844 18 472 6677 6 809 14 429
Total current assets 17 933 28 548 46 382 40 333 28 030 28 966 31918 38 683
Tangible assets 192 153 139 126 379 604 793 953
Finacial assets 69 73 75 78 81 81 81 81
Intangible assets 34 351 32928 31858 31050 31220 31339 31544 31829
Total fixed assets 34 612 33154 32 072 31254 31680 32024 32 418 32 863
Total assets 52 545 61702 78 454 71587 59 710 60 990 64 336 71546
Advance payments from customers 10 064 2094 1020 1229 61 0 0 0
Liabilities to credit instituions 739 2 400 2 400 2 400 1800 1200 600 0
Accounts payable 4957 3129 5565 5455 3134 2 862 3235 3681
Accrued cost & prepaid income 5295 6 462 4292 5412 4943 5725 6 469 7 362
Other short term liabilities 464 541 5043 784 873 859 970 1104
Short term tax liabilities 195 118 134 121 124 286 323 368
Total current liabilities 21714 14 744 18 454 15 401 10 935 10 932 11 598 12 515
Provisions 216 216 761 920 802 802 802 802
Long term liabilities 4 000 1200 600 0 0 0 0 0
Total equity 26 616 45 543 58 639 55 267 47 972 49 255 51935 58 227
Total equity and liabilities 52 546 61703 78 454 71588 59 709 60 989 64 335 71545

Source: Vastra Hamnen Corporate Finance

Cash flow statement

kSEK Q4 2022 Q12023 Q22023 Q32023 Q42023 Q12024e Q2 2024e Q3 2024e
Operating activities -6 724 1192 15939 -423 -4 430 4481 5934 9605
Changes in working capital 5333 -2790 -24 697 12 990 9 097 -12134 -1555 2373
Investing activities -1595 -1485 -1886 -2186 -3439 -3542 -3648 -3758
Financing activities -70 20373 -600 -539 -600 -600 -600 -600
Cash flow for the period -3 056 17 290 -11 244 9 842 628 -11 795 131 7 620
Beginning cash balance 5138 1866 18 423 7850 17 844 18 472 6677 6 809
Ending cash balance 1866 18 423 7 850 17 844 18 472 6 677 6 809 14 429

Source: Véstra 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 based on publicly available information that Vastra Hamnen has deemed to be re-
liable. However, it cannot be guaranteed that the information is correct. The material is published for marketing
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 individual
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 before 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 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.

Vastra Hamnen has a separate agreement with Serstech to act as its Certified Adviser on Nasdaq First North Growth
Market Stockholm.

Vastra Hamnen Corporate Finance AB

Stortorget 13 A

211 22 Malmd

Telefon: +46 40 200 250 VASTRA HAMNEN

E-post: info@vhcorp.se CORPORATE FINANCE
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