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SinterCast — From strength to strength

SINT | Small Cap | SEK 103.40

In Q3 SinterCast achieved revenue of SEK 29.8 million (SEK 25.3 million), up from SEK 27.9
million in Q2. Gross profit increased to 23.2 million (19.0), compared to 20.8 million during Q2.
Operating result increased to SEK 12.9 million (SEK 8.0 million), more than double of Q2’s
SEK 5.5 million. The result for the period after tax increased to SEK 11.0 million (SEK 7.4
million), compared to 3.4 million in Q2. Net result amounted to SEK 11.0 million, corresponding
to SEK 1.6 per share (1.0). During Q2 net result amounted to SEK 6.4 million.

Cashflow from operations amounted to SEK 10.7 million (13.2) of which change in working
capital contributed with SEK -2.1 million (5.0). During 2Q the cashflow from operations
amounted to SEK 4.0 million of which the change in working capital contributed with SEK -0.6
million (0.5). When comparing with the Q2 results it should be mentioned that Q2 this year
was affected by extraordinary items, the combined effects of which burdened the result by
SEK 5 million. Similar items burdened the Q3 result by SEK 1 million, considerably less.
Increased series production, favourable exchange rates and a strong increase in Sampling
Cup shipments drove the increase in revenue in Q3, which concluded with a continued
impressively strong financial position. On the other hand, revenue from installations and spare
parts decreased by SEK 2.2 million.

For the first nine months, revenue increased to SEK 85.8 million (SEK 77.8 million), with a
gross result of SEK 64.2 million (SEK 55.8 million). The Operating Result amounted to SEK
26.1 million (SEK 23.7 million). The result for the period before tax amounted to SEK 22.3
million (SEK 25.8 million), and the net result amounted to SEK 25.3 million (SEK 25.7 million),
corresponding to SEK 3.6 per share (3.6). Cashflow from operations amounted 13.3 (28.7) of
which the change in working capital contributed with SEK 13.3 million (3.7). The SEK 17.0
million increase in working capital is primarily due to a SEK 9.9 million increase in customer
receivables following the mandatory extension of payment terms by a major customer from 60
to 90 days and a SEK 4.9 million increase in inventory to secure upcoming customer deliveries.

While the market continues to benefit from pent-up demand and improving semiconductor
supply, SinterCast states in the Q3 report that the outlook is simultaneously burdened by
increasing energy prices, inflation, recession concerns, and geopolitical conflict. Higher
interest rates have started to impact vehicle sales, offsetting the pent-up demand. With lower
than expected volume in September, SinterCast also noted that the ambition of reaching the
monthly four million Engine Equivalent milestone before year-end has become more difficult,
and they now expect that it is more likely that this milestone will fall into next year. SinterCast
maintains the target of reaching the monthly five million Engine Equivalent milestone in 2024.
Following reduced investment commitments during the Covid years, and installation revenue
of just SEK 1.3 million thus far during 2022, full-year installation revenue is expected to be well
below the historical average of SEK 8 million. Installation revenue is expected to return to
historical levels in both 2023 and 2024.

The Q3 report showed a continued stable, positive underlying development in the high
dividend company SinterCast. In a few years perspective, we believe that the dividend could
continue to increase strongly, which supports Stockpicker’s positive view on the share price
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development in the longer perspective. The SinterCast technology continues to gain ground
and positive development at Scania in Sweden and First Automotive Works (FAW) in China
will provide opportunities for SinterCast to reach their next milestones. The ramp of the new
Scania 13 litre engine provided a strong contribution to the commercial vehicle wave for
SinterCast during the third quarter. The engine, with cylinder block and cylinder head in
SinterCast CGl, will be used by the whole Traton group, including Scania, MAN, Navistar and
Volkswagen trucks and busses. The new 13 litre engine is expected to provide one million
incremental Engine Equivalents when mature volume is reached. In mid-October Scania also
announced a 11 litre version of the 13 litre engine, providing even further growth opportunities
for SinterCast. Simultaneously, FAW in China started production of a new 16 litre commercial
vehicle engine, with a SinterCast-CGl cylinder block during the second quarter. The engine
has set new target values for FAW regarding engine performance and emissions compliance
and has led the company to develop new 11 litre and 13 litre derivatives, also with SinterCast-
CGil cylinder blocks. Pre-production of these engines commenced during the third quarter and
initial series production is expected during 2023. Furthermore, Dongfeng Automobile
Company, DFAC, in China, will install and commission a fully automated system 4000 during
the first quarter 2023. DFAC is one of China’s leading suppliers of commercial vehicles. This
installation establishes SinterCast-CGl production capacity at both of China’s top-two
commercial vehicle manufacturers”.

With more and more manufacturers recognising the advantages of the SinterCast technology,
we anticipate significant growth opportunities in the long-term outlook. Simultaneously,
customer relations are both strong and longstanding and the business model is well
established and well proven, with strong margins and early cashflow. SinterCast is strong and
well prepared for the future and has also shown adaptability and endurance throughout the
pandemic. Even though the state of the world may cloud the short-term outlook, our
recommendation of SinterCast as a long-term keeper remains unchanged, in addition to
expected strong dividend growth in the long run.

The buy recommendation is thus intact, as is the target price of SEK 150. m
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FUNDAMENTAL ANALYS

SINTERCAST - Fran klarhet till klarhet
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OR Q3 LEVERERADE SinterCast
F en nettoomsittning om 29,8 Mkr

(25,3), upp frén 27,9 Mkr under
Q2. Bruttoresultat starktes till 23,2 Mkr
(19,0), att jamfoéra med 20,8 Mkr under
Q2. Rorelseresultatet lyfte till 12,9 Mkr
(8,0), mer an dubbelt upp mot Q2:s 5,5
Mkr. Resultatet fore skatt klittrade sam-
tidigt till 11,0 Mkr (7,4), fran 3,4 Mkr
under Q2. Nettoresultatet kom in pa 11,0
Mkr (7,4), motsvarande ett resultat per
aktie om 1,6 kr (1,0). Under Q2 var net-
toresultatet 6,4 Mkr.

Kassaflodet fran den lopande verk-
samheten blev 10,7 Mkr (13,2), dar for-
dndring av rorelsekapital bidrog med
-2,1 Mkr (5,0). Under Q2 var kassaflodet
fran den lopande verksamheten 4,0 Mkr
och da bidrog forandring av rorelsekapi-
tal med -0,6 Mkr (0,5). Vid resultatjam-
forelser med Q2 bor namnas att Q2 i ar
var péverkat av en hel del effekter, som
sammantaget belastade resultatet med i
storleksordningen 5 Mkr. Under Q3 be-
lastade motsvarande effekter resultatet
sammantaget med i storleksordningen
1 Mkr, dvs betydligt mindre. Okad se-
rieproduktion, gynnsamma vaxelkurser
och en rejal 6kning i antal levererade
provtagningskoppar lag bakom omsitt-
ningslyftet under Q3, som ocksa avslu-
tades med en fortsatt imponerande stark
finansiell stallning. I andra vagskélen
vigde minskade intakter fran installatio-
ner och reservdelar med 2,2 Mkr.

For de forsta nio ménaderna totalt
steg nettoomsittningen till 85,8 Mkr
(77,8) med ett bruttoresultat pa 64,2 Mkr
(55,8). Rorelseresultatet blev 26,1 Mkr
(23,7). Resultatet fore skatt nadde 22,3
Mkr (21,8) medan nettoresultatet kom in
pa 25,3 Mkr (25,7), motsvarande ett re-
sultat per aktie om 3,6 kr (3,6). Kassaflo-
det fran den l6pande verksamheten blev
13,3 Mkr (28,7), dér fordndring av ro-
relsekapital bidrog med -13,3 Mkr (3,7).
Okningen av rorelsekapitalet med 17,0
Mkr foranleddes av en 6kning av kund-
fordringar med 9,9 Mkr efter att en stor
kund obligatoriskt for alla kréavt utékade

betalningsvillkor fran 60 till 90 dagar,
samt av en lager6kning om 4,9 Mkr for
att sikerstdlla kommande leveranser till
kunder.

Marknaden fortsitter gynnas av upp-
ddamd efterfragan och 6kad tillging pa
halvledare. Men SinterCast ser i Q3-rap-
porten att framtidsutsikterna samtidigt
didmpas av 6kade energipriser, inflation,
oro for lagkonjunktur samt geopolitiska
konflikter. Hogre rantor bérjar paverka
fordonsforsiljningen och ddmpar dar-
med efterfragan. I och med att volymen
under september var ligre 4n vintat
ser bolaget ocksa att det blir svarare att
nd mélet, milstolpen fyra miljoner mo-
torekvivalenter uppriknat till arstakt,
under ndgon ménad innan arets slut.
SinterCast ser det som mer troligt att
den milstolpen intréffar under nésta ar.
Samtidigt vidhéller bolaget sitt mal att nd
fem miljoner motorekvivalenter nagon
manad under 2024 och fortsitta preste-
ra tvasiffrig arlig tillvaxt. Pga minskade
investeringar under Covid-aren och med
installationsintékter hittills i &r pé histo-
riskt laga 1,3 Mkr, forvintas intdkterna
for installation bli betydligt lagre 2022 4n
det historiska medelvirdet pa 8 Mkr. In-
takter for installation forvantas daremot
aterga till historisk niva under bade 2023
och 2024.

Q3-rapporten visade pd en fortsatt
stabilt positiv underliggande utveckling i
hogutdelande SinterCast. Blickar vi nag-
ra &r framét ser utdelningen ut att kunna
fortsétta véxa kraftigt, vilket ger stod for
Stockpickers positiva syn pa kursutveck-
lingen i det linga perspektivet. Bolagets
teknologier vinner allt mer terriang, och
en positiv utveckling hos Scania i Sveri-
ge och First Automotive Works, FAW, i
Kina borgar for att SinterCast ska kunna
na sina mal framat. Scanias produktions-
start under Q1 iar av nya 13-litersmotorn
for tunga fordon, gav ett stort tillskott till
serieproduktionsvolymen under Q3 for
SinterCast. Motorn har cylinderblock
och cylinderhuvud i SinterCast-CGI och
ska anvindas i hela Traton-gruppen, be-
stdende av Scania, MAN, Navistar och
Volkswagen trucks and busses. Den nya
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13-litersmotorn forvintas ge en okning
med uppskattningsvis en miljon moto-
rekvivalenter nir produktionen nar full
volym. I mitten av oktober lanserade
Scania dessutom en 11-litersvariant av
13-litersmototorn och okade dirmed
ytterligare tillvixtmojligheterna for Sin-
terCast.

I Kina péborjade samtidigt FAW un-
der Q2 i ar produktion av en ny 16-li-
ters motor for tunga fordon med cylin-
derblock i SinterCast-CGI. Motorn har
etablerat ett nytt riktvirde for FAW gil-
lande prestanda och brénslebesparingar,
och har foranlett bolaget att utveckla
nya 11-liters- och 13 litersvarianter av
motorn, dven de med cylinderblock i
SinterCast-CGI. Forproduktion av dessa
motorer startades under Q3 med for-
vintan om serieproduktion under nista
ar. Vidare kommer ett komplett System
4000 att installeras och driftsattas hos ki-
nesiska Dongfeng Automobile Company,
DFAC, under forsta halvéret 2023. DFAC
ar en av Kinas ledande tillverkare av
medelstora och tunga fordon. Nar drif-
ten ar igang hos DFAC kommer didrmed
bada av Kinas tva frimsta tillverkare av
tunga fordon ha etablerat produktions-
kapacitet f6r SinterCast-CGI.

De langsiktiga tillvixtmdjligheterna
ar séledes fortsatt goda dér vi forvéantar
att fler och fler pa sikt inser fordelarna
med bolagets teknologier. Samtidigt 4r
kundrelationerna bade starka och lang-
variga och affirsmodellen mycket vil
fungerande och vil beprévad med starka
marginaler och tidiga kassafloden. Sin-
terCast star mycket starkt och val rustat
infor framtiden och har under pandemin
dessutom visat prov pa god anpassnings-
forméga och uthallighet.

Aven om omvirldslaget foranleder en
viss ddmpning av utsikterna i det korta
till medellanga perspektivet, ser vi of6r-
andrat att SinterCast dr en langsiktig
keeper, dessutom med forvéntat stark ut-
delningstillvéaxt i det lingre perspektivet.
Vi vidhéller var koprekommendation
och riktkursen pa 150 kr. m

Per Bernhult
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