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SinterCast — Stock Sale
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SinterCast rarely makes any big noises on the share market despite its solid business with
stable profits and cashflows, and high yields. Many people may think that the share price
potential is too low in relation to the rich flora of high risk shares, where huge increases in
prices can take place from day to day. However, as we mentioned before, SinterCast offers
sound and robust operations, strong finances, stable high profitability and strong cashflows,
as well as prospects for continued high dividends. In short, a share that does not seem to be
a rocket in the short term but which can form part of a stable base in a portfolio and over time
yield good long-term returns through sound share price increases combined with high direct
yields. At the moment, the share is also particularly depressed after a couple of less strong
quarterly reports.

For the first half of the year, SinterCast achieved falling net sales of SEK 31.1 million (34.4).
Gross profit decreased to SEK 24.2 million (26.7), with an unchanged gross margin of 78%
(78). Operating result decreased to SEK 7.6 million (10.4) and net result to SEK 8.5 million
(10.7). Earnings per share were thus SEK 1.2 (1.5). Cashflow from operating activities was
unchanged at SEK 7.4 million (7.4). Liquid funds amounted to SEK 22.2 million (29.6), despite
the high dividend of SEK 28.4 million (24.8) that drained the funds. The company had no long-
term liabilities at mid-year and current assets, excluding liquid funds, were more than double
the current liabilities. The solidity was 88.1% (85.4). The share dividend for the year of SEK
4.00 per share (3.50) corresponds at current exchange rates to approximately 5.6% in direct
yield. 2016 provided moderate growth and 2017 seems to have negative growth. That is why
it is reassuring and positive - albeit not surprising, considering what we previously said about
the company's business model and cost base - that the profitability and cashflow remain stable
and high. As we enter 2018, we also estimate that SinterCast will be back on the growth path
with increasing earnings and cashflow as a consequence of; first, we expect that the negative
impact from Sampling Cup deliveries relating to inventory effects and changes in customer
purchase timing will change and start to reflect the existing customers' production levels and
plans. Second, the reported interest in system upgrades and the offering of new products will
lead to an expected lift next year. For this year, we expect a profit around SEK 3 per share,
and that the profit will exceed SEK 4 next year. At the same time that we anticipate continuous
stable long-term growth prospects, we also see reason to expect good chances for a clear
appreciation of the share price next year and on top of that we have the good yield.

We remain positive in our long-term view while the benchmark price is marginally reduced to
SEK 90 (96). This implies a price potential of just over 27%, excluding the direct yield. It can
be seen as attractive relative to the risk level, despite the low liquidity of the share. Therefore,
the share makes a new entry among our Top Picks. We expect the dividend to be somewhere
in the range of SEK 3.50 - 4.00 per share in 2018, and a return to growth in the coming years.
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SINTERCAST - Lagerrea
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INTERCAST GOR SALLAN ndgot
S storre védsen av sig pa borsen,
trots en gedigen verksamhet
med stabilt goda vinster och kassa-
floden och hog direktavkastning.
Manga tycker nog att kurspotentia-
len &r for oansenlig i forhéllande till
den rika floran av hogriskaktier, dar
enorma kursokningar kan ske fran
dag till annan. Men som vi papekat
forr erbjuder SinterCast en sund och
robust verksamhet, starka finanser,
stabilt hog lonsamhet och starka
kassafloden samt utsikter till fortsatt
hoga utdelningar. Kort och gott en
aktie som visserligen inte ser ut att bli
nagon raket i bradrasket, men som
kan utgora en del av en stabil bas i
en portfolj och i genomsnitt ge god
langsiktig avkastning genom hyggli-
ga kursokningar i kombination med
hog direktavkastning. Just nu ar ak-
tien dessutom sdrskilt nedpressad

efter ett par mindre sexiga kvartals-
rapporter.

For det forsta halvaret nadde Sin-
terCast en fallande nettoomsattning
pa 31,1 Mkr (34,4). Bruttoresultatet
sjonk till 24,2 Mkr (26,7), innebaran-
de en bibehallen bruttomarginal pé
78% (78). Rorelseresultatet minskade
till 7,6 Mkr (10,4) och nettoresultatet
till 8,5 Mkr (10,7). Vinsten per aktie
blev darmed 1,2 kr (1,5). Kassaflodet
fran den lopande verksamheten var
oforandrat pé 7,4 Mkr (7,4). Likvida
medel uppgick till 22,2 Mkr (29,6),
trots den hoga utdelningen som dra-
nerade kassan pa 28,4 Mkr (24,8).
Bolaget saknade allt jamt langfristi-
ga skulder vid halvarsarsskiftet och
omsittningstillgdngarna  exklusive

likvida medel var mer dn dubbelt s&
stora som de kortfristiga skulderna.
Soliditeten var 88,1% (85,4). Arets
aktieutdelning om 4,00 kr per aktie
(3,50) motsvarar vid dagens kurs ca

5,6% i direktavkastning.

2016 innebar mattlig tillvixt och
2017 ser av allt att doma ut att bju-
da pa negativ dito. Darfor ar det be-
tryggande och positivt - om 4n inte
sarskilt overraskande med tanke pa
det vi tidigare berittat om bolagets
affirsmodell och kostnadsbas — hur
stabilt hog 1onsamheten och kassa-
flodet dr. Ndr vi gér in i 2018 bedo-
mer vi samtidigt att SinterCast ater ar
pé tillvaxtbanan med 6kande resul-
tat och kassafloden som foljd. Dels
raknar vi med att negativ paverkan
i matkoppsleveranserna av lageref-
fekter och forandringar i kunders
inkopstidpunkter nu klingar av, dels
visar de befintliga kundernas pro-
duktionsnivéer och planer samt det
rapporterade intresset for system-
uppgraderingar och bemétandet av
nya produkter att ett lyft 4r att vinta
under nista ar. For i ar raknar vi med
en vinst per aktie runt 3 kr och att
denna sedan kliver 6ver 4 kr under
nésta ar.

Da vi samtidigt bedomer de lang-
siktiga tillvaxtutsikterna som fortsatt
stabilt positiva, ser vi ocksa anled-
ning att rakna med goda chanser till
en tydlig uppvardering av aktien det
ndrmaste aret samt ovanpa det den
goda direktavkastningen. Vi kvarstar
vid vér langsiktigt positiva syn med-
an riktkursen naggas marginellt till
90 kr (96). Denna innebar samtidigt
en kurspotential pa drygt 27 %, ex-
klusive direktavkastningen. Det far
ses som attraktivt relativt risknivin,
trots den laga likviditeten i aktien.
Darfor gor aktien en ny entré bland
vara Top Picks. Vi rdknar med att
utdelningen under 2018 blir ndgon-
stans i intervallet 3,50 - 4,00 kr per
aktie for att de narmaste aren darefter
aterga till att oka. m
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