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SinterCast towards target
Finally SinterCast can sniff some morning air. The company is on the right way, but still has some way
to go.
Text: Mikael Hårde redaktionen@borsveckan.se

After fifteen years SinterCast finally reached a positive result 2010. Immense increased series
production by the customers of the company, made the cashflow go the right way. The demand for
the technology has increased, but the volumes at the foundries have not yet recovered since the
deep recession downturn. The prospects are mixed. In a few years´ time the company could earn
approximately SEK 12 per share in a positive perspective, but subdued outlooks for the rest of 2011
got the share price falling.
The SinterCast process control technology for production of components in Compacted Graphite
Iron provides great benefits for the global foundries with vehicle companies as end-users. Products
manufactured in Compacted Graphite Iron – mainly cylinder blocks and heads for diesel engines –
have many positive properties. The material allows the engine designers to construct smaller and
lighter engines with improved performance and fuel economy. The durability increases and the noise
and the emissions will be reduced.
The SinterCast technology is thus right in time and the company has about 15 global foundry
customers with well-known end-users as Audi, Caterpillar, General Motors, MAN, Toyota,
Volkswagen and Volvo. The interest for the SinterCast foundry technology has steadily increased,
but it still has taken a very long time for the company to show a positive result. The lead time within
the automobile industries – from development of a new model to high volume series production – is
very long, and the process is also delayed by a general skepticism about new technologies within the
automotive industry which is known to be conservative. The deep recession further slowed
SinterCast, but after the turn last year the future now looks significantly brighter, although the
expectations of the company are continuously high.
Series production by the company´s customers has positively increased significantly since the vehicle
manufacturers have increased their volumes. The recovery is way from stable though. The series
production is expected to level off during the second half year already, and totally the volumes in
the foundry market are a bit below the levels of 2008. In addition to that the earthquake in Japan
can lead to a lack of components at the engine manufacturers, which in short-term potentially could
have negative impact on SinterCasts volumes.
As a subcontractor to the hard price pressed subcontractors of the automotive industries, SinterCast
has a somewhat vulnerable position, but the success of e.g. Höganäs shows that this does not have

to be a barrier for good margins. In addition SinterCast has a smart business model meaning that the
return in the income statement could be great when the volumes seriously increase.
Scalability provides profitability
SinterCast is a typical technology development company without its own manufacturing and only 11
employees. The company sells or leases the equipment required for manufacturing products in
Compacted Graphite Iron, and supplies some service. The great income is provided from the
production fees of the customer manufactured castings. 50 kilos of castings is one engine equivalent
and give SinterCast an income of 2.00 to 2.50 Euros. The higher production in the automotive
industry, the better it goes for SinterCast, whose income increase without corresponding costs.
This scalable business model makes SinterCast interesting. Of course the difficulty lies in assessing
the future volume growth, which partly depends on how quickly the company´s existing customers
can increase their production, and partly on how fast the installed base grows and more programs
will enter series production.
Due to the company´s own calculations the current annual production rate is about 1.3 million
engine equivalents, with the possibility to increase to 1.55 million engine equivalents when the
foundries reach mature volume. But of course SinterCast aimes higher and optimisticly counts on
reaching an annual production rate of 4.35 million engine equivalents within five years,
corresponding a turnover of over SEK 100 million and a result of about SEK 12 per share. To get
there SinterCast needs to sell its technology to new series production programmes. It is impossible
to tell how well this will succeed, but the company has noted an increased demand for field trials
and counts on presenting five new installations during 2011.
The anticipated slowdown in global economy in combination with the reinforcement of the Swedish
crown, in short-term speaks for SinterCast´s disadvantage, which has made the share quote go down
during spring. We are counting on the company´s making about 1.70 per share during 2011. In a
long-term perspective it looks better for the company, but shareholders who are attracted to the
bright outlooks have to be conscious that the road to success is not straightforward. However the
long-term financing is expected to be secure since the cashflow turned the right way.

