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SinterCast — Gold Star!

SINT | Small Cap | 87.40 kr

Following a bland year in 2017, which ended with a ramp-up during Q4, we exclaimed early in
February that SinterCast would be back on the growth track. And Q1 2018 started immediately
with record production, which reinforced our assessments and our target share price was
raised to SEK 90 (SEK 82). In the Q2 report issued last week, the real reward came for the
patient ones, when the company completely surpassed all expectations.

The Q2 revenue grew strongly to SEK 26.8 million (17.2). The gross result was buoyed to SEK
20.9 million (13.4), providing a gross margin of 78% (78). The operating result raised to SEK
11.0 million (4.8) and the net result to SEK 11.4 million (5.5). The result per share amounted
to SEK 1.6 (0.8). Cashflow from operations amounted to SEK 3.2 million (2.0). The increased
business volumes led to a change in working capital with SEK -10.2 million (-3.0). The cashflow
from operations before changes in working capital was very strong, SEK 13.4 million (5.0).
Cashflow from investing activities amounted to SEK -0.9 million (-0.8).

Despite the high dividend of SEK 19.5 million during the quarter, the liquidity was SEK 20.1
million at the end of Q2, compared to the starting balance of SEK 37.3 million for the quarter
and SEK 30.1 million since year-end. The company did not have any long-term liabilities at the
end of Q2 and the current assets excluding liquid assets were almost three times the current
liabilities. The solidity was 88.3% (88.1). On all fronts, Q2 provided further increased series
production with yet another annualised record production of 2.7 million Engine Equivalents, a
23% year-on-year growth. Sampling Cup shipments provided a year-on-year increase of
109%. The increase is seen as a precursor for upcoming series production and SinterCast is
very optimistic regarding the second half of the year, where the start of production of a high-
volume passenger vehicle inline diesel engine is expected to contribute to the business
volumes.

Revenue for the first half of the year increased to SEK 43.4 million (31.1). The gross result
increased to SEK 34.1 million (24.2), providing a gross margin of 79% (78). The operating
result increased to SEK 15.9 million (7.6) and the net result to SEK 15.5 million (8.5). The
result per share was SEK 2.2 (1.2). Cashflow from operations was SEK 10.9 million (7.4).
Increased business volumes gave a change in working capital of SEK -7.7 million (-0.7) and
the cashflow from operations before changes in working capital was SEK 18.6 million (8.1).
Cashflow from investing activities provided SEK -1.4 million (-2.1).

During the first half of the year SinterCast again showed the effects of low fixed costs and good
cost control in general. In parallel with the strong revenue growth of 40%, the largest cost, the
sales costs, remained at SEK 10.0 million, while administration costs increased only 16%, to
SEK 3.7 million (3.2) and the cost of goods sold increased by 35% to SEK 9.3 million (6.9). An
interesting note is that the good development of the result also includes almost doubled
research and development costs during the first half year, SEK 5.3 million (2.9). Thus, the
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increased result includes a significant expensed R&D investment, which is a great strength for
the future.

SinterCast is a company that in the long run delivers state-of-the-art solutions, brings the
shareholders strong results and cashflow and at the same time manages to distribute high
yearly dividends, combined with future-oriented investments. All without risking the robust
financial position and without asking the shareholders for new share issues. Few companies
can compete with this. The Q2 report reinforced our assessment that SinterCast is back on
track and we increase our estimate on business volume for current as well as new customers.
We expect very high customer production levels and have increased expectations for stronger
new installations.

At the same time, the market's response to the new tracking technologies is promising, and
these should gradually contribute further to the business volumes. SinterCast investments for
the future seem to be well balanced. In a far long-term outlook, we see that the company, with
its know-how and close customer relations, will continue to strengthen its position within the
metal industry with an increasingly comprehensive offer. The company relies on a strong,
proven business model and is financially healthy. All this gives us a positive outlook even on a
very long-term basis. Overall, we raise the target share price to SEK 110 (90).
Recommendation to buy remains.
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FUNDAMENTAL ANALYS

SINTERCAST - Guldstjirna!
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FTER ETT MELLANAR 2017
E som avslutades med en upp-

ryckning under Q4, utropade
vi tidigt i februari att SinterCast var
tillbaka pa tillvixtbanan. 2018 inled-
des sedan med nya produktionsre-
kord redan under Q1, vilket starkte
oss i vara bedémningar och riktkur-
sen hojdes till 90 kr (82). I Q2-rap-
porten under den gidngna veckan
kom sedan den verkliga beléningen
for de talmodiga, nidr foretaget full-
komligen sopade banan med alla for-
vantningar.

For Q2 vixte nettoomsdttningen
mycket kraftigt till 26,8 Mkr (17,2).
Bruttoresultatet lyfte till 20,9 Mkr
(13,4), innebarande en bruttomar-
ginal pa 78% (78). Rorelseresulta-
tet stegrade till 11,0 Mkr (4,8) och
nettoresultatet till 11,4 Mkr (5,5).
Vinsten per aktie nddde hela 1,6 kr
(0,8). Kassaflodet fran den lopande
verksamheten var 3,2 Mkr (2,0). De
okade affarsvolymerna medforde att
forandring av rorelsekapital bidrog
med -10,2 Mkr (-3,0). Kassaflodet
fran den l6pande verksamheten fore
forandringar av rorelsekapital var sa-
ledes mycket starka 13,4 Mkr (5,0).
Investeringsverksamheten gav ett
kassaflode om -0,9 Mkr (-0,8).

Trots den hoéga utdelningen pa
19,5 Mkr under kvartalet, lag likvida
medel pa 20,1 Mkr vid utgangen av
Q2, att jamfora med 37,3 Mkr vid in-
gangen av kvartalet och 30,1 Mkr vid
arsskiftet. Bolaget saknade allt jamt
langfristiga skulder vid utgangen av
Q2, och samtidigt var omsdttnings-
tillgdngarna exklusive likvida medel
nédstan tre ganger sa stora som de
kortfristiga skulderna. Soliditeten var
88,3% (88,1).

Q2 innebar en ytterligare 6kande
serieproduktion pa alla fronter med
annu en ny rekordproduktion pa
2,7 miljoner motorekvivalenter i ar-
stakt, +23% jamfort med for ett ar
sedan. Mitkoppsleveranserna 6kade

med hela 109% under kvartalet jam-
fort med samma kvartal forra aret.
Okningen ses som en indikator pa
kommande serieproduktion och Sin-
terCast andas mycket optimism infor
det andra halvaret, dar inte minst
produktionsstarten av en ny raddie-
selmotor i stora volymer for bilar
véntas bidra till affarsvolymerna.

For det forsta halvaret totalt steg
nettoomsittningen till 43,4 Mkr
(31,1). Bruttoresultatet lyfte till 34,1
Mkr (24,2), vilket gav en bruttomar-
ginal om 79% (78). Rorelseresultatet
plussades pa till 15,9 Mkr (7,6) och
nettoresultatet till 15,5 Mkr (8,5).
Vinsten per aktie blev 2,2 kr (1,2).
Kassaflodet fran den lopande verk-
samheten var 10,9 Mkr (7,4). De
okade affarsvolymerna medforde att
forandring av rorelsekapital bidrog
med -7,7 Mkr (-0,7). Kassaflodet fran
den l6pande verksamheten fore for-
andringar av rorelsekapital var sale-
des 18,6 Mkr (8,1). Investeringsverk-
samheten gav ett kassaflode om -1,4
Mkr (-2,1).

Under det forsta halvaret visade
SinterCast éter prov pé effekterna av
laga fasta kostnader och god kost-
nadskontroll i 6vrigt. Samtidigt med
den kraftiga omsattningstillvixten
om 40% lig den storsta kostnads-
posten, forsdljningskostnaderna helt
stilla pa 10,0 Mkr medan administra-
tionskostnaderna 6kade endast 16%
till 3,7 Mkr (3,2) och kostnaden for
salda varor steg med 35% till 9,3 Mkr
(6,9). Intressant att notera ar ock-
sd att den goda resultatutveckling-
en dessutom inbegriper det faktum,
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att bolaget under det forsta halvaret
néstan fordubblade forsknings- och
utvecklingskostnaderna till 5,3 Mkr
(2,9). Resultatlyftet innefattar saledes
aven en hogst betydande kostnads-
ford FoU-satsning. Det dr en stor
styrka infor framtiden.

Vi har i SinterCast ett bolag som
over tid levererar 16sningar i absolut
framkant, renderar starka resultat och
kassafloden till aktiedgarna och sam-
tidigt ar efter ar lyckas ge hoga utdel-
ningar samtidigt som framtidssats-
ningar gors. Alltihop utan att riskera
den robusta finansiella stdllningen
och utan att be aktiedgarna om nagra
kapitaltillskott. Fa foretag kan maéta
sig med detta. Q2-rapporten gav oss
ytterligare stod for bedomningen att
SinterCast ar tillbaka pa tillvixtba-
nan, och vi hojer nu férvintningarna
pa affirsvolymerna fran savil befint-
liga kunder som tillkommande. Vi
ser mycket starka produktionsnivaer
hos kunderna framéver och en ytter-
ligare okad forhoppning om hogre
nyinstallationstakt.

Samtidigt visar marknadens mot-
tagande av de nya sparbarhetstek-
nologierna positiva tendenser och
dessa bor successivt bidra ytterliga-
re till affarsvolymerna. SinterCasts
framtidssatsningar fortsétter saledes
att visa sig ratt avviagda. Pa riktigt
lang sikt ser vi att bolaget utifran sitt
kunnande och de nira kontakterna
med kunderna, kommer att kunna
fortsdtta starka sina positioner inom
metallindustrin med ett allt mer om-
fattande erbjudande. I grunden finns
samtidigt stark, beprovad affirsmo-
dell och ett finansiellt mycket sunt f6-
retag. Alltsammans gor att vi ser po-
sitivt pa bolagets mojligheter aven pa
mycket lang sikt. Summa summarum
hojer vi riktkursen till 110 kr (90).
Koéprekommendationen kvarstar. m
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