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Serstech provides handheld solutions to security customers for identi-
fying chemicals. The device and software can quickly and accurately
identify hazardous chemicals, narcotics, explosives, chemical warfare
agents and industrial chemicals. The technology is based on Raman
spectrometry, an established method for identifying chemicals. Ser-
stech operates globally on a market estimated to SEK 1.7 billionin 2023,
growing by 7.5 per cent annually.

Serstech focuses on civil and military security customers through a
worldwide partner network. The network consists of approximately 160
partners in 70 countries. Since the end of the pandemic, pent-up de-
mand for security within narcotics and chemical, biological, radiological
and nuclear materials (CBRN) is currently driving the market, but we see
significant strategic market growth beyond this effect.

We have modelled a set of financial projections for Serstech. In our sce-
nario, increasing global demand and the new device Sersterch Arx will
drive earnings growth during the forecast period.

We predict that the company will reach a market share of 10 per cent in
its addressable market within five years. This implies an annual earnings
growth of 26 per cent until 2028. The company completed a rights issue
in early 2023, adding approximately SEK 24.6 million before deducting
issuance costs. We do not include further financing rounds in our model.

Our DCF model implies a fair value for Serstech of SEK 1.79 per share.
2023 will be an inflection year for Serstech if the Q4 reportisin line (or
better) than our expectations. We expect revenues to increase by 31
per cent during 2024 compared to 2023, and we predict the company
to become cash flow positive during this year.

Should orders be delayed, customers prefer competitor’s products, or
Serstech Arx fail to impress the market, we would need to revise our
assumptions. Vice versa, should the company report sales beating our
forecast, a revaluation of our model could be called for.

Table 1: Financial Overview

MSEK 2021 2022 2023e 2024e 2025¢
Total revenues 248 241 71.9 91.2 121.8
Growth (%) -22.2% -3.0% 198.4% 27.0% 33.4%
EBITDA -3.3 -21.2 15.2 249 42.2
EBITDA margin (%) neg neg 21.1% 27.3% 34.7%
EBT -10.3 -29.5 2.8 12.9 30.9
Cash holdings 19.6 19 1.4 30.7 62.4
Total assets 66.6 525 61.5 83.2 116.4
Total equity 56.1 26.6 50.2 63.2 94.1
Solidity (%) 84.3% 50.7% 81.6% 75.9% 80.8%
P/E neg neg 40.7 8.9 3.7
ROE neg neg 5.6% 20.5% 32.8%
EV/EBIT (x) neg neg 30.8 7.4 31
EV/Sales (x) 3.9 4.0 1.4 11 0.8

Source: Vastra Hamnen Corporate Finance
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What is Serstech’s history, and what do they do?

Serstech was founded in 2006 with a vision of developing small, accurate and cost-
effective spectrometers for identifying chemical substances. The work resulted in the
Serstech 100 Indicator and by 2018, the company started to establish itself on the mar-
ket for handheld Raman spectrometers in the safety and security industry.

However, the COVID-19 pandemic halted the company’s momentum, challenging Ser-
stech’s resilience and adaptability. Customers had to prioritise equipment and activities
related to the pandemic rather than detecting dangerous or illegal chemical sub-
stances.

Since the end of the pandemic, the market has recovered significantly. Serstech is ex-
periencing a pent-up demand from customers such as customs, police and emergency
services. However, the rising interest is not only from civilian customers, but military
customers is a growing client base, given the current geopolitical situation. Identifying
narcotics and CBRN has become a priority for Serstech’s customers after the pan-
demic.

To meet the rising demand, Serstech released Serstech Arx in 2021, which is a smaller
and thoroughly upgraded device compared to the Serstech 100 Indicator. Serstech Arx
features, among other things, a patented autofocus, Wi-Fi, and a more user-friendly
interface. With Serstech Arx, complemented by Serstech’s software offering, sub-
stance libraries and SERS-kit, the company expects to win deals in competition with
large international companies.

Source: Serstech

Serstech instruments are based on Raman spectroscopy, a well-established analysis
method to accurately identify a large number of different substances. Surface-en-
hanced Raman spectroscopy (SERS), has a vast variety of applications in many areas,
such as drug development, food science, nanotechnology and environmental analysis.
Serstech’s instrument can identify over 17,000 substances. The identification can be
done through packaging material, which means that the packaging does not need to

Marketing material commissioned by Serstech 2
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330% growth for
the first three
quarters

Accurate tool for
analysis and
identification

be opened. This is especially important in the security industry, which handles similar
forms of hazardous chemicals.

In 2023, the company achieved an exceptional rate of growth during the first three
quarters, with a 330 per cent increase in net sales compared to the corresponding
period in the previous year. This performance has not only resulted in positive net earn-
ings for the company during these three quarters but also marks a significant milestone
in the company's history.

Serstech is now actively capitalising on the rising demand and is embarking on a mis-
sion to triple its production capacity by the end of 2023. This strategic move aligns
with the company's commitment to meet the surging demand for its products.

Furthermore, in May, the company received its largest single order to date, totalling
SEK 27.5 million. This accomplishment serves as yet another testament to the compa-
ny's unwavering ability to fulfil the pent-up demand previously mentioned, solidifying
its position as a reliable and competitive player in the market.

The company is based in Lund and most of the development and production takes
place in Sweden. Serstech has been traded on Nasdaq First North Stockholm since
2016 under the short name SERT.

Raman spectrometers

Serstech instruments are so-called Raman spectrometers, which means that they read
the Raman scattering that occurs in chemicals when energy is supplied using a laser.
The Raman scattering of a substance’s molecules is unique to the substance and it can
therefore be uniquely identified by the instrument, detecting and analysing the signal.
The Raman effect has been known for almost 100 years and the Indian scientist C.V.
Raman received the Nobel Prize in Physics in 1930 for his discovery. The Raman signal
is very weak, and it was not until the 21st century before the technology became sen-
sitive enough to make handheld Raman instruments for use in the field. Raman instru-
ments are today an accepted and preferred technology for identifying chemicalsin the
field, as the technology is reliable, accurate, and can be used to identify substances
even inside their packaging.

Products

SERSTECH 100 INDICATOR (S700)

The first model of the Serstech 100 Indicator (S100) was launched in 2016, weighing
650 grams. The device is still one of the smallest and lightest instruments on the mar-
ket. Like other instruments from the company, the S100 can identify more than 17,000
substances, including mixtures of substances. The S100 is robust and can withstand
use in all types of environments. The company has decided to end production of this
device by the end of 2023 due to the upgraded Serstech Arx device.

SERSTECH ARX

Serstech Arx was introduced to the market on March 31, 2021, and is an upgraded
version of the S100. Arx is faster, smaller, and lighter and contains many functions that
were not previously available on the market, including a patented autofocus function,
built-in Wi-Fi, and a new user interface making it easy to use.

SERSTECH SERS-kit

Using the patented SERS-kit, Serstech’s instruments can identify small amounts of a
substance and also in very low concentrations. Among other things, the SERS-kit has
been used by customers to identify very small traces of sprat agents in river water.
Police and customs use the SERS-kit to identify traces of narcotics in e.g., emptied
packaging and to identify fluorescent substances, which is a strong noise signal making
certain substances difficult to identify.

Marketing material commissioned by Serstech 3
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SERSTECH CHEMDASH

Serstech Chemdash is the company’s software solution that integrates the manage-
ment and libraries of the different Serstech instruments within an organisation.
Chemdash synchronises all the instruments allowing the organisation to quickly update
them. Moreover, it acts as a tool to visualise and analyse different measurements.

SUBSTANCE LIBRARY

Serstech has developed several substance libraries installed in the company’s instru-
ments. A customer can purchase one or more libraries. After the license is installed on
an instrument, the substances contained in the library can be identified, such as nar-
cotics or explosives. The libraries are developed by Serstech’s chemists, partly in the
company’s chemistry lab and partly with various partners around the world, such as the
Total Defense Research Institute (Totalférsvarets forskningsinstitut) in Sweden and
certain American authorities.

Business model and sales strategy

The vision of becoming a leading actor within handheld Raman spectroscopy is ex-
pected to be achieved through the continuous development of the instruments and
through strategic customer agreements that will ensure the long-term and commercial
value of SERS.

By offering cost-effective products that are well adapted to customers needs, the
company strives to provide products with the industry’s best field suitability. The strat-
egy entails Serstech to offer flexibility in their product functionality which brings an
edge compared to the established competitors.

Serstech customer strategy is targeted towards the military and civilian organisations
to tackle narcotics as well as CBRN issues. Sales are made indirectly through a world-
wide network of roughly 160 partners distributed over 70 countries. The network con-
sists of companies that have extensive experience in sales through public procurement
and security customers.

The sales partners process their market and niche in the region in which they operate.
The partners are responsible for customer support, training, and aftermarket in their
respective markets. This means that Serstech costs are kept low, and the end client
can receive fast and adequate help from a local partner in their language during local
office hours. Through their cultivated relationships, the company’s partners gain access
to secret and semi-public procurements in which they can offer Serstech’s products.
Each partner undergoes a qualification process before agreements are negotiated and
finalised.

The partner agreements are never exclusive and include conditions allowing Serstech
to terminate the agreement if the partner either misbehaves, is not sufficiently active,
or does not meet the long-term sales forecasts. Serstech is always faithful to the indi-
rect sales channel and does not sell directly to customers.
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ownership

We identify five
key market drivers

Company and key personnel

Stefan Sandor is the company’s CEO since January 2018. Sandor has more than 20
years of experience in management and marketing. His previous roles include several
management positions at Axis Communications and Wayfinder Systems and as VP of
marketing and Product Management at Phase One. Sandor holds a Master of Science
and Engineering from Lund Institute of Technology. Sandor owns 8,299,945 shares of
Serstech.

Thomas Pileby was appointed chairman of the board in 2019. Pileby was previously
CFO at Serstech and has had several senior management positions in companies such
as Bibliotekstjanstgruppen and Obducat. He also has experience as chairman of Ve-
ronix Holding and Dreampark. Pileby owns, privately and through companies, a total of
2,138,886 shares of Serstech.

Simon Walles was appointed VP of sales in 2022. Walles has extensive experience in
marketing and sales management from positions as Marketing Director, Area Sales
Manager and Global Support Manager at Hasselblad and Phase One. He has studied
Project management and leadership at George Washington University, Washington,
D.C., USA. Walles owns 481,600 shares and 300,000 stock options of Serstech.

Simon Persson is since 2023 the company’s CFO. Persson has a background in auditing
as a senior advisor at EY, mainly focusing on growth companies. His most recent posi-
tion was as CFO at Quicktest. Persson has a Master’s degree in business and econom-
ics from Linnaeus University. Persson owns a total of 165,000 shares of Serstech.

Sverker Gdranson has been a member of the board since 2017. Géranson has an ex-
tensive military background. From 2009 to 2015 he was General and Supreme Com-
mander of the Swedish armed forces. Together with his board membership in Serstech,
Goéranson holds a position as Chairman of ByNordiqg, as well as Chairman in the Swedish
Veterans Federation. He is also an Honorary member of the Royal Swedish Academy
on War Science and Strategic adviser and board member to the SES37. Géranson owns
33,564 shares of Serstech.

Owners and financing

The ownership structure of Serstech is relatively spread with no single owner control-
ling more than 10 percent. The largest owner is Avanza Pension with 9.1 per cent own-
ership. The second largest owner with 5.0 per centis Nordnet Pensionsférsakring. Both
of these owners can be assumed to represent many individual customer accounts of
varying sizes. Morgan Stanley, UK, holds for 4.6 per cent of the shares. The two largest
individual owners are Jens Munch with 4.5 per cent of the shares, and CEO Stefan
Sandor with 4.0 per cent of the company’s shares.

Since the listing of the company in 2016, Serstech has been dependent on external
financing. Most recently, in January 2023 Serstech raised capital through a rights issue.
Theissue was subscribed by 152 per cent, leading to an additional over-allotment issue
being carried out. In total, the company raised approximately SEK 24.6 million before
deducting issuance costs.

What is the market potential?

The market potential for handheld Raman spectroscopy in security applications is sub-
stantial and steadily growing. As the technology continues to improve in terms of port-
ability, ease of use, and affordability, its adoption is likely to increase across various
security sectors. Manufacturers, such as Serstech, are actively investing in R&D to re-
fine the devices, making them more user-friendly and capable of identifying an even
broader range of substances. We have identified five main market drivers for handheld
SERS devices:

Rising security concerns: The evolving nature of threats, such as terrorism, drug traf-
ficking, and smuggling, has necessitated advanced tools for identifying and mitigating
these risks. Handheld Raman spectrometers provide rapid and accurate identification
of unknown materials, enabling security personnel to respond effectively to potential
threats.

Marketing material commissioned by Serstech 5
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Increased conver-
sion rate during
2023

We estimate
addressable mar-
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Three main
markets of EU, US,
and Southeast Asia

Geopolitical uncertainties: Global geopolitical uncertainties, including conflicts and ten-
sions between nations, contribute to the demand for enhanced security measures. Mil-
itary and law enforcement agencies seek tools that can quickly identify hazardous ma-
terials on the battlefield, at border checkpoints, and in other sensitive areas.

War and conflict: In regions affected by conflicts and warfare, the need for efficient
threat detection is paramount. Handheld Raman spectrometers can aid military person-
nel in rapidly assessing the nature of potentially dangerous substances encountered in
these environments, safeguarding soldiers’ lives and enabling informed decision-mak-

ing.

Rising narcotics problem: The global narcotics problem continues to be a significant
driver for the market of Raman spectrometers. lllicit drug production and trafficking
networks are becoming increasingly sophisticated, making it crucial for law enforce-
ment agencies to have advanced tools at their disposal. Handheld Raman spectrome-
ters offer an efficient solution for rapid and accurate identification of narcotics and
illegal substances.

Lack of investment during the pandemic: The COVID-19 pandemic had a profound im-
pact on economies worldwide, with many sectors experiencing budget constraints and
reduced investments. In this context, the market for Raman spectrometers faced chal-
lenges as well. Reduced government budgets during the pandemic period hampered
the investment in security technology, which has created a pent-up demand.

Serstech keeps track of its business opportunities. Figure 2 shows how they have pro-
gressed during and after the pandemic. Now, the company experiences an increasing
number of opportunities, on average larger opportunities, and larger customer budgets
for security. The company is working on converting the opportunities into actual deals.
Before 2022, the conversion rate was 10-12 per cent, and during 2023 the rate has
increased to approximately 20 per cent.

Figure 2 —Opportunity pipeline (MSEK)
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Source: Serstech, Vastra Hamnen Corporate Finance

Serstech operates in the security segment of the handheld Raman spectrometry mar-
ket. This segment has been estimated to be around SEK 1.7 billion in 2023, with an
annual growth of 7.5 per cent.’

The market for Raman instruments in the security segment mainly consists of custom-
ers in the following areas: Narcotics investigations, bomb squads, border surveillance,
prisons, forensic laboratories, fire brigades/rescue services and the military. The com-
pany has also identified three main geographical regions for the coming years, the EU,
the US and Southeast Asia.

1 paman Spectroscopy Market Size & Share, Industry Report 2021-2026, MarketandMarkets
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We identify four
main competitors

Important to noteis that the Chinese marketislarge, but highly dominated by domestic
players that are highly benefited from the government customers. Serstech has there-
fore decided not to pursue market activities in this region.

Figure 3 —Geographical split of Serstech’s revenues 2023

mNordics mRest of EU mNorth America m Asia m Other

Source: Serstech, Védstra Hamnen Corporate Finance

What is the competitive situation?

The security marketis moving towards increasingly prioritising modern and digital tools
and there are several other players on the market. The first ever handheld instrument
was launched in 2005 by Thermo Fisher Scientific, which is still the largest manufac-
turer on the market, although its market share is in a downward trend. We have identi-
fied four main competitors for Serstech, who all have relatively equivalent products in
the price range of SEK 250 - 900 thousand. The degree of innovation on the market is
relatively low and few new products are launched. The new products that reach the
market are often variants and upgrades of already existing products. Serstech’s four
main competitors are:

RIGAKU Corporation (Japan/USA) was founded in 1951 by Dr. Yoshihiro Shimura and is
owned partly by the founder, and partly by the global investment firm The Carlyle
Group. The corporation is currently offering highly advanced Raman spectrometers in
the price range of EUR 45-60 thousand. All their instruments are handheld and weigh
around 1.5 kg and the library connected has about 13,000 entries. Rigaku has a frame-
work sales agreement with the US Department of Defence, accounting for the main
part of the company’s sales.

THERMO FISHER SCIENTIFIC (USA) is an American supplier of analytical instruments
with a market capitalisation of around USD 214 billion. The company has three different
Raman products; TruNarc (only narcotics), Gemini and FirstDefender (the first handheld
Raman spectrometer). TruNarc costs USD 25 — 30 thousand, Gemini costs USD 50 —
70 thousand and FirstDefender has a price in the interval of USD 40 - 50 thousand.

AGILENT TECHNOLOGIES (USA) acquired the Raman spectroscopy company Cobalt
Light Systems in 2017. The acquisition gave Agilent access to a highly differentiated
Raman instrument for the pharmaceutical industry, applied markets and public safety.
Agilent is currently offering the portable (not handheld) Raman spectrometer Resolve,
which weighs 2.2 kg with an extensive library.

METROHM (Switzerland / USA) is a leading supplier of instruments and know-how so-
lutions for chemical analysis. In 2018 the company acquired B & W Tek’s Spectroscopy
Solution Business and associated subsidiaries and products. Their product line of Ra-
man instruments covers most chemicals, and all the devices are handheld with a weight
of 1-1.6 kg.

Marketing material commissioned by Serstech 7
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Serstech Arx - the
main revenue
driver

Market share of 10
per cent 2028

What are Serstech’s competitive advantages?

Serstech’s offering includes several competitive features. In assessing the strength and
robustness of its value proposition from an investor's point of view, we consider the
following to be the foremost competitive advantages.

Differentiated product: With the launch of Serstech Arx in March 2021, Serstech has
been able to increase prices and the unique advantages of Arx products have become
important selling points. Arx is smaller and lighter than the older Serstech 100 Indicator
and has several unique features such as a patented autofocus solution, built-in Wi-Fi,
and a user-friendly interface. Serstech’s representatives are responsive to customer
needs, and the development of Arx is exclusively based on observed customer needs.
Alot of effort has been put into making the new generation of products as user-friendly
as possible. Serstech Arx is the only product on the market that can start measurement
with a single button press, and it is also the only instrument that does not require any
accessories to complete the task. Few button presses and not having to handle small
accessories add significant value for customers, who often use the products under
stress and with protective gloves.

Flexible service: Historically, Serstech’s main product advantages have been a low
price combined with lightweight and compact instruments. However, a significant ad-
vantage of being a customer of Serstech has been the high level of flexibility offered
and the high degree of service. The company’s competitors are mostly large and rigid
companies that are not very willing to adapt to their customers, whereas Serstech often
responds quickly when needed. Serstech frequently adds new substances to the in-
struments library and has an efficient system to support new languages when a cus-
tomer requests it. The company’s sales team and technical support team are always
available and can instantly assist with issues and inquiries.

Made in Sweden: The company is based in Lund, and the majority of the development
and production takes place in Sweden. The company considers “Made in Sweden” a
significant competitive advantage in many regions. Serstech’s main competitors are
American and Chinese products, facing various trade barriers around the world.

What is the earnings outlook?

Estimating a fair value for Serstech, we model a set of financial projections for the
company’s future earnings. With an increasing demand for Raman spectrometers, we
expect significant revenue growth during the forecast period. Serstech’s main products
from 2023 and onwards will be Serstech Arx, ChemDash and SERS-kit. These products
will drive revenues in our projections. We estimate an average price of SEK 280 thou-
sand per unit. However, the actual selling price can vary depending on customers, re-
gions, and volumes. Due to the partner model and long sales cycles, revenues could
vary significantly between quarters. It is important to acknowledge that the variability
in quarterly sales may lead to significant discrepancies between our quarterly esti-
mates and the actual outcome. Our forecast is therefore primarily based on yearly pro-
jections.

Forthe core operations, the handheld Raman spectrometers segment, we assume that
the market will grow by 7.5 per cent yearly. We estimate Serstech’s addressable market
to be approximately SEK 1,700 million in 2023. By the first half of 2023, the company
reported revenues of SEK 45.1 million. We estimate a market share of 4 per cent for
2023. The company is aiming for a market share of 10 per cent within a few years, a
target we believe is realistic. However, we choose to be more conservative in our model
and predict that Serstech will reach its goal in 2028.

Table 2: Summary income statement

MSEK 2020 2021 2022 2023e  2024e  2025e  2026e  2027e
Net revenues 20.5 18.7 171 69.6 91.2 121.8 156.4 184.4
Total revenues 31.9 24.8 241 71.9 91.2 121.8 156.4 184.4
COGS -8.2 -6.4 -7.8 -18.6 -22.4 -26.5 -32.0 -36.9
Operating expenses -20.6 =217 -37.5 -38.1 -44.0 -53.1 -65.5 -78.4
EBITDA 3.2 -3.3 -21.2 15.2 24.9 42.2 58.8 69.2
Amortisation & Depreciation -8.8 -6.9 -8.0 -12.1 -11.8 -1n.2 -1.3 -1.9
EBIT -5.6 -10.1 -29.3 3.2 131 31.0 47.5 57.3
Net financials -0.2 -0.1 -0.2 -0.3 -0.2 -0.1 -0.0 0.0
EBT -5.8 -10.3 -29.5 2.8 12.9 30.9 47.4 57.3
Taxes -0.0 0.0 -01 0.0 0.0 0.0 0.0 -8.5
Net profit -5.8 -10.3 -29.6 2.8 12.9 30.9 47.4 48.8

Source: Véstra Hamnen Corporate Finance
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EBIT positive in
2023

2023-17-10

We predict costs will be stable during the period, accommodating production capacity
from higher demand. By the end of Q2 2023, Serstech had a gross margin of 74 per

cent and we expect a gross margin of 80 per cent by 2027. The gross margin is de-
pendent on the mix between hardware and software. We expect software to grow as
part of total revenue, improving the gross margin from 2023 onwards. For 2023, cur-
rency rates have had a small negative effect on revenues. Similarly, we expect the
operating expenses to remain relatively fixed whilst scaling revenue. We therefore an-
ticipate operating leverage and successively increasing margins. Serstech has been
EBIT positive in the past, however only for a few isolated quarters. We estimate the
company to stabilise a positive EBIT in 2023 and reach an EBIT margin of 30 per cent

by 2028.

Figure 4 — Annual EBIT and EBIT margins
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Source: Vastra Hamnen Corporate Finance

What is the cash situation?
No need for further
financing

EBIT margin

2028 2029 2030 2031

EBIT margin

Early in 2023, Serstech raised approximately SEK 24.6 million before deducting issu-
ance costs in an oversubscribed rights issue. The proceeds will mainly be invested in

securing production capacity, product development, and strengthening the sales force.
By the end of Q3, the cash position amounted to SEK 17.8 million. Given our scenario,
we assume no need to raise capital during the forecast period.

Figure 5 — Cash flow and cash holdings
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What is the fair value for the share?
A two-step DCF

valuation
the second is a peer valuation.
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We apply two techniques to estimate a fair value for the company. The first is a dis-
counted cash flow (DCF) model based on the economic scenario described above and
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We apply aWACC
of 14 per cent

Estimated fair

value of SEK1.79

Peer valuation as a
complement to DCF

Our DCF calculation comprises two steps (see details in the appendix). In the first step,
we estimate the fair enterprise value assuming our estimated projections. In the sec-
ond, we multiply this enterprise value with a risk coefficient, reflecting the probability
of it reaching our forecasted case. This method is recommended for younger compa-
nies approaching the first year of sustainable profits. However, since we estimate Ser-
stech to reach sustainable profitability soon, the risk coefficient in our model is 100 per
cent from 2024 onwards.

We have chosen to discount future cash flows by a weighted average cost of capital
(WACC) rate of 14 per cent. Arguments favouring a lower WACC could be that the
company has a technological edge over competitors and has historically secured or-
ders from bigger customers. On the other hand, we must consider that the company is
still small and is highly dependent on key personnel and partners, which could justify a
higher required rate of return. We think a WACC of 14 per cent balances risks and
strengths and leaves room for future valuation upgrades as the company demonstrates
increasing robustness to the risk factors.

The net present value of cash flows during the model’s explicit period amounts to SEK
228 million. To this we add a discounted terminal value of all cash flows from the ter-
minal year onward, assuming a perpetual growth rate of two per cent. Together this
sums up to a fair enterprise value of SEK 351 million.

From enterprise value to market capitalisation, we add the company’s cash holdings
and subtract all interest-bearing debt. This leaves us with a fair market valuation of the
equity at SEK 369 million. This is equivalent to an estimated fair value per share of SEK
1.79.

Table 3: DCF model assumptions

MSEK 2023e  2024e 2025e 2026e  2027e 2028e 2029e 2030e
Total revenues 71.9 91.2 121.8 156.4 184.4 222.3 2279 2336
EBIT 3.1 131 31.0 47.5 57.3 74.8 72.4 731
EBIT margin 4.4% 14.3% 25.4% 30.4% 31.1% 33.6% 31.8%  31.3%
Adj. Taxes 0.0 0.0 0.0 0.0 -8.3 -15.4 -14.9 -15.0
NOPLAT (= EBIT - tax) 3.1 13.1 31.0 47.5 49.0 59.4 57.5 58.0
Depreciation 121 11.8 1.2 1.3 11.9 12.8 14.0 15.5
Capex + Working cap -235 -47 -9.6 -14.2 -14.3 -16.2 -193  -218
Net cash flow -8.3 20.2 32.6 44.5 46.5 56.0 52.2 51.7
DCF (MSEK) Sensitivity analysis (value per share, SEK)
WACC 14% Prob of profitability

Enterprise value (EV) 351.3 70% 80% 90% 100%
Prob of profitability 100% o 17% 1.08 1.16 1.30 1.43
Risk adjusted EV 351.3 o 16% 110 1.25 1.39 1.53
Warrants 0.0 g 15% 118 1.34 149 165
Net cash (= cash - debt) 17.8 14% 1.28 1.45 1.62 1.79
Fair value market cap 369.2 13% 1.39 1.57 176 1.95
Diluted no of shares (M) 206.70

Fair value/share (SEK) 1.79

Source: Vastra Hamnen Corporate Finance

In addition to our DCF model, we have also conducted a peer valuation, meaning a
valuation based on what values the market assigns to comparable companies. The
comparison with the peer group serves as a complement to our DCF valuation. As we
estimate that the company will achieve profitability in the near future, we have com-
pared Serstech with a peer group based on our estimated net profit and EBIT for Ser-
stech in 2025.
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Points to SEK 2.46
and SEK 1.93 per
share

Incurred losses of
SEK 111.6 million

Table 4: Peer analysis Net profit Enterprise

MSEK Market cap LTM 12M P/E__ value (EV) LTM EBIT __ LTM Sales EV/EBIT EBIT %
Serstech 123.0 (9.7) neg 971 (9.3) 51.7 neg neg
Invisio 8124.0 170.0 47.8x 7 951.0 240.0 1182.0 33.1x 20,3%
Ependion 3415.0 218.0 15.7x 42380 323.0 2 469.0 13.1x 13,1%
CellaVision 3812.0 12.0 34.0x 3809.0 144.0 629.0 26.5x 22.9%
Profoto 2 488.0 183.0 13.6x 2576.0 233.0 813.0 111 28.7%
Norbit 3505.0 172.0 20.4x 3774.0 247.0 1411.0 15.3x 17.5%
Median 20.4x 15.3x

Serstech 2025e 30.9 31.0 121.8 25.4%
Fair value per share, SEK 2.46 1.93

Source: Véstra Hamnen Corporate Finance

Even though the companiesin our peer group operate in differentindustries, they have
a similar business model as Serstech. The companies in our peer group have recurring
revenues, indicating a stable and predictable source of income and high EBIT margins.
Given these characteristics, we believe that the peer group, despite being software
and hardware companies, can indicate what multiples Serstech could trade at in 2025.

We have taken the median P/E and EV/EBIT multiples of the peer group and applied
them to Serstech's estimated profits for 2025. The implied market value for Serstech
is discounted back to the present value. In summary, the median P/E multiple of 20.4x
implies a fair value of SEK 2.46, while the median EV/EBIT multiple of 15.3x implies a
fair value of SEK 1.52.

In Figure 5 below, we present the various implied values per share using a wider range
of assumptions in addition to our estimates. The DCF valuation range below is based
on a WACC of 13-15 percent resulting in an implied value of SEK 1.65-1.95 per share.
The P/E peer valuation range is based on P/E multiples of 18x=22x resulting in an im-
plied value per share of SEK 2.17-2.65. The estimated range for EV/EBIT is based on
EV/EBIT multiples of 13x=17x resulting in an implied value of SEK 1.66-2.14 per share.

Figure 6 — Football field DCF valuation, EV/EBIT and P/E

EV/EBIT

P/E

DCF valuation

2.7 2.9

o

1.5 1.7 1.9 2.1 2.3 2.
SEK per share

Source: Véastra Hamnen Corporate Finance

What is behind the numbers?

In our research we try to look beyond the reported numbers to see if the company uses
accounting methods or reports items off the income statement or balance sheet, that
could impact our interpretation of its official figures. The underlying financials of the
company could be stronger or weaker than they look at first glance and this could be
important for our valuation.

Due to previously reported losses the company has an off-balance sheet asset in the
form of incurred losses. Incurred losses can be used to offset future tax payments as
seen in the company’s Q2 report 2023. We estimate that the company’s accumulated
losses amount to SEK 111.6 million per Q2 2023 and we have thus not modelled any tax
costs until the company has used its latent tax asset in its entirety. We estimate that
the company will not be subjected to pay any taxes until the end of 2026.
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The company reports a significant post of intangible assets which mainly consists of
capitalised expenditure on development. It is not unusual for a company such as Ser-
stech to allocate significant resources to research and development, it does however
affect the reported numbers in ways worth mentioning. By capitalising expenditures,
the cost is distributed over time in the form of depreciation, effectively improving the
result short term but decreasing it in the long term.

What could go wrong?
We have identified a handful of risks that are crucial to the company’s success or fail-
ure.

Dependence on suppliers and availability of components

The company is dependent on external suppliers’ capacity and deliveries of electronic
components. During the recent COVID-19 pandemic, the company’s suppliers lacked
such components necessary for the production and development of the company’s
products. There is a risk that the company, because of component shortage, cannot
carry out planned production and will thus be unable to deliver orders to their custom-
ers, which may affect sales. As a result of the component shortage, the company may
be forced to turn to alternative suppliers, which increases the risk of counterfeited or
incorrect components being delivered to the company. This can in turn lead to in-
creased costs for complaints, a deteriorated reputation, and increased product liability.

Market competition

Several other companies provide products or services which — directly or indirectly —
may compete with the company and more competitors may emerge. Some of the com-
pany's competitors are multinational corporations with significant financial resources.
Extensive investments and product development by a competitor can pose risks in the
form of reduced sales for the company. Serstech’s competitiveness heavily relies on
its ability to stay at the forefront of technology and cost-cutting measures while offer-
ing products and services tailored to prevailing market needs and demands. If the com-
pany fails to conduct its business in a competitive and participative manner, it may
result in lower sales levels and reduced profitability.

Patents and intellectual property

The company currently holds three patents and has nine patents pending. The current
patents regard the autofocus functionality and SERS-kit. The additional nine patents
primarily regard Serstech Arx and the next-generation product platform.

Serstech’s intellectual property rights could be contested by another party, which could
lead to issues and costs associated with the launch of new products. Furthermore, the
company relies on maintaining satisfactory protection of know-how and trade secrets,
which are not protected in the same way as other intellectual property rights. There is
arisk of unauthorised dissemination or unauthorised use of the company's information,
such as by competitors, collaborators, consultants, or employees.

Additionally, there is a risk that competitors and other parties independently develop
equivalent know-how.

Financial risk

If Serstech does not have access to continuous financing, fails to generate sufficient
revenue or encounters unforeseen expenses, it may temporarily halt its development
or be forced to operate at a slower pace than desired, potentially leading to delayed or
missed commercialisation and revenue.

Liquidity in the share and share-related securities

Serstech's shares are traded on Nasdaqg Stockholm First North and have, at times,
shown limited liquidity. The company cannot predict to what extent there will be suffi-
cient interest in the company's shares to maintain an active and liquid market for ex-
isting and newly issued shares. Should an active and liquid market not be maintained,
it may hurt the market price of the shares and create difficulties for shareholders in
selling their Serstech shares. An investor wishing to dispose of their holdings in the
company may, therefore, need to sell their shares at a significant loss.
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Upcoming events
Financial calendar

23 Feb 2024 Year-end report 2023

29 Apr 2024 Q1 report 2024, Annual general meeting
16 Jul 2024 Q2 report 2024

8 Nov 2024 Q3 report 2024

27 Feb 2025 Year-end report 2024

Appendix: Valuation method

Early-stage companies usually report negative net profits and may have many years
left until they turn a profit. Sometimes they even have years until their first significant
sales revenues. The difficulty in valuing growth companies with limited historical rec-
ords is that the valuation rests on uncertain estimates of future earnings, more uncer-
tain than for companies with years of stable profits on record. There is little in terms of
historical figures on which to base estimates of future revenues, future profit margins
and other items.

To handle these challenges, we choose to follow a generally accepted method for val-
uing growth companies described by finance professor Aswath Damodaran1) among
others. Instead of scaling the discount rate (WACC) to account for all the risks and
uncertainties associated with a young company, we use a two-stage valuation ap-
proach:

e First, we estimate fair enterprise value under the explicit assumption that the
company survives until its first year of sustainable profits. We use a WACC
commensurate with the circumstances of the company once it reaches prof-
itability.

e Second, we adjust the estimated enterprise value by multiplying it with a prob-
ability factor reflecting the likelihood that the company survives.

With each passing period after the initial valuation, the probability factor may be ad-
justed based on the company’s development and our updated assessment of its
chances of survival.

1) Damodaran, Aswath,” Valuing Young, Start-up and Growth Companies: Estimation
Issues and Valuation Challenges”, Stern School of Business, New York University, May
2008.
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Income Statement - Annual Data

kSEK 2020 2021 2022 2023e 2024e 2025e 2026e 2027e
Net revenues 20 488 18 651 17 112 69 600 91250 121759 156 356 184 414
Capitalized work for own acc: 5914 3321 3615 1914 0 0 0 0
Other revenues 5513 2873 3 361 363 0 0 0 0
Total revenues 31915 24 845 24 088 71877 91 250 121 759 156 356 184 414
Cost of goods sold -8 181 -6 442 -7 795 -18 603 -22 385 -26 497 -32 045 -36 883
Personnel costs -15 415 -14 431 -13 739 -17 256 -20 340 -25 392 -31 805 -38 270
Other external costs -5 159 -6 813 -16 671 -20 801 -23 654 -27 672 -33734 -40 101
Other operating expenses 0 -417 -7127 0 0 0 0 0
EBITDA 3160 -3 258 -21244 15 216 24 871 42 199 58 772 69 160
Amortisation & depreciation -8 782 -6 853 -8 033 -12 061 -11785 -11 233 -11 314 -11 864
EBIT -5 622 -10 1M -29 277 3155 13 086 30 966 47 458 57 296
Financials, net -190 -147 -209 -346 -152 -88 -24 0
EBT -5 812 -10 258 -29 486 2 809 12 934 30 878 47 434 57 296
Taxes -4 6 -80 16 0 0 0 -8 540
Net profit -5 816 -10 252 -29 566 2 825 12 934 30 878 47 434 48 756
Earnings per share (SEK) -0.10 -0.12 -0.35 0.01 0.06 0.15 0.23 0.24
Growth (%)

Net revenues na -22.2% -3.0% 198.4% 27.0% 33.4% 28.4% 17.9%
EBITDA na na na na 63.7% 69.7% 39.3% 17.7%
EBIT na na na na 317.9% 136.6% 53.3% 20.7%
Net profit na na na na 361.7% 138.7% 53.6% 2.8%

% of revenues (%)

EBITDA margin 7.0% neg neg 21.1% 27.3% 34.7% 37.6% 37.5%
EBIT margin neg neg neg 4.4% 14.3% 25.4% 30.4% 31.1%
EBT margin neg neg neg 3.9% 14.2% 25.4% 30.3% 31.1%
Profit margin neg neg neg 3.9% 14.2% 25.4% 30.3% 26.4%
Personnel costs 75.2% 77.4% 80.3% 24.8% 22.3% 20.9% 20.3% 20.8%
Total OPEX 100.4% 116.1% 219.4% 54.7% 48.2% 43.6% 41.9% 42.5%

Profitability (%)
ROE neg neg neg 5.6% 20.5% 32.8% 33.5% 25.6%
ROIC neg neg neg 6.1% 30.7% 76.3% 107.2% 120.9%

Source: Véstra Hamnen Corporate Finance
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Balance Sheet - Annual Data

kSEK 2020 2021 2022 2023e 2024e 2025e 2026e 2027e
Inventories 2195 3008 1868 1299 2762 3227 3744 4318
Receivables 3618 800 11478 14 328 12 265 11483 14 042 16 192
Current tax assets 0 129 196 250 250 250 250 250
Other short-term receivables 1271 1145 1707 3269 8 394 10 478 12 813 14 421
Prepaid costs & accrued inco 2 067 459 818 595 580 601 630 660
Cash and cash equivalents 11 396 19 574 1866 11 417 30 675 62 418 106 326 152 621
Total current assets 20 547 25 115 17 933 31158 54 925 88 458 137 805 188 463
Tangible assets 377 337 192 n7z 101 101 108 120
Intangible assets 35 305 41054 34 351 30180 28 114 27 802 28 771 30728
Financial assets 20 52 69 78 78 78 78 78
Total fixed assets 35 702 41 443 34 612 30 375 28 293 27 980 28 957 30 926
Total assets 56 249 66 558 52 545 61534 83 218 116 438 166 762 219 389
Accounts payable 3985 3759 4 957 1949 3453 4034 4681 5 397
Accrued cost & prepaid incon 4541 3885 5295 6 495 13 810 16 137 18722 21589
Other short term liabilities 402 610 464 487 1036 1210 1404 1619
Short term tax liabilities 202 31 195 162 345 403 468 540
Total current liabilities 9 130 8 565 10 9N 9 093 18 644 21785 25 275 29 146
Long term liabilities 1219 0 0 0 0 0 0 0
Total equity 43 872 56 110 26 616 50 241 63 176 94 054 141 488 190 244
Total equity and liabilities 54 221 64 675 37 527 59 335 81 819 115 839 166 763 219 390

Source: Véstra Hamnen Corporate Finance

Cash flow statement

kSEK 2020 2021 2022 2023e 2024e 2025e 2026e 2027e
Operating activities 1935 -3433 -14 910 14 848 24 719 42 1M1 58748 60 621
Changes in working capital 9273 2 803 1752 -15 656 5041 1352 -1950 -492
Investing activities -14 306 -12 560 -7 590 -7 809 -9702 -10 920 -12 291 -13 833
Financing activities -17 21357 3354 18 212 -800 -800 -600 0
Cash flow for the period -3 115 13 956 -17 394 9 595 19 258 31743 43 907 46 295
Beginning cash balance 15159 11 396 19 574 1866 1 417 30 675 62 418 106 326
Ending cash balance 11 396 19 574 1866 11 417 30 675 62 418 106 326 152 621

Source: Véastra Hamnen Corporate Finance

ROIC Calculations

Invested capital 35723 38 419 39768 41023 33899 32235 35161 37 622
ROIC neg neg neg 6.1% 30.7% 76.3% 107.2% 120.9%
Tax rate 20.6%
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Income Statement - Quarterly Data

kSEK Q3 2022 Q4 2022 Q12023 Q2 2023 Q3 2023e Q4 2023e Q1 2024e Q2 2024e
Net revenues 3125 3488 12 337 32775 13593 10 895 17 730 18 032
Capitalized work for own acc 432 640 674 609 631 0 0 0
Other revenues 101 189 12 166 85 0 0 0
Total revenues 3658 4 317 13 123 33 550 14 309 10 895 17 730 18 032
Cost of goods sold -769 -2 421 -3293 -8 586 -3761 -2 963 -4 643 -4723
Personnel costs -2 957 -2 852 -4 010 -4128 -4 695 -4 423 -4 646 -4 927
Other external costs -3 079 -6 142 -4 621 -5 674 -5150 -5 356 -5 570 -5793
Other operating expenses 0 -6 413 0 0 0 0 0 0
EBITDA -3147 -13 511 1199 15 162 703 -1848 2 870 2 589
Amortisation & depreciation -1680 -2 994 -2 947 -2 980 -3 004 -3130 -3 041 -2 969
EBIT -4 827 -16 505 -1748 12 182 -2 301 -4 978 -172 -379
Financials, net -66 -86 -85 -127 -86 -48 -44 -40
EBT -4 893 -16 591 -1833 12 055 -2 387 -5 026 -216 -419
Taxes -5 0 14 2 0 0 0 0
Net profit -4 898 -16 591 -1 819 12 057 -2 387 -5 026 -216 -419
Earnings per share (SEK) -0.06 -0.19 -0.01 0.06 -0.02 -0.02 -0.00 -0.00

Y-0-Y Growth (%)

Net revenues 106.1% 19.9% 500.6% 288.1% 335.0% 212.4% 43.7% -45.0%
EBITDA na na na na na na 119.9% -83.9%
EBIT na na na na na na na na
Net profit na na na na na na na na

% of revenues (%)

EBITDA margin neg neg 9.9% 47.9% neg neg 16.2% 14.4%
EBIT margin neg neg neg 39.0% neg neg neg neg
EBT margin neg neg neg 38.6% neg neg neg neg
Profit margin neg neg neg 38.6% neg neg neg neg
Personnel costs 80.8% 66.1% 30.6% 12.3% 32.8% 40.6% 26.2% 27.3%
Total OPEX 165.0% 356.9% 65.8% 29.2% 68.8% 89.8% 57.6% 59.5%

Profitability (%)
ROE neg neg neg 20.6% neg neg neg neg
ROIC neg neg neg 17.4% neg neg neg neg

Source: Véstra Hamnen Corporate Finance
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Balance Sheet - Quarterly Data

2023-17-10

kSEK Q3 2022 Q4 2022 Q12023 Q2 2023 Q3 2023e Q4 2023e Q1 2024e Q2 2024e
Inventories 2195 1868 2775 3457 3238 1299 2 035 2 070
Receivables 3013 11478 4 069 31149 16 553 14 328 15 544 11857
Current tax assets 356 196 249 303 356 250 250 250
Other short-term receivables 1050 1707 2 531 3163 1809 3269 5 319 5 410
Accrued cost & prepaid incon 674 818 501 460 533 595 538 548
Cash and cash equivalents 5138 1866 18 423 7 850 17 844 11417 12 425 16172
Total current assets 12 426 17 933 28 548 46 382 40 333 31158 36 111 36 306
Tangible assets 218 192 153 139 126 17 m 106
Finacial assets 69 69 73 75 78 78 78 78
Intangible assets 42133 34 351 32928 31858 31050 30180 29 464 28 889
Total fixed assets 42 420 34 612 33154 32 072 31254 30 375 29 653 29 073
Total assets 54 846 52 545 61702 78 454 71587 61534 65 764 65 379
Accounts payable 2818 4 957 3129 5565 5 455 1949 2 544 2 588
Other short term liabilities 706 464 541 5043 784 487 763 776
Short term tax liabilities 0 195 18 134 121 162 254 259
Accrued cost & prepaid incon 3321 5295 6 462 4292 5412 6 495 10177 10 351
Total current liabilities 6 845 10 911 10 250 15 034 1772 9 093 13739 13 974
Long term liabilities 4 000 4 000 1200 600 0 0 0 0
Total equity 42 858 26 616 45 543 58 639 55 267 50 241 50 026 49 606
Total equity and liabilities 53703 41 527 56 993 74 273 67 039 59 335 63 765 63 580
Source: Véstra Hamnen Corporate Finance
Cash flow statement
kSEK Q3 2022 Q4 2022 Q12023 Q2 2023 Q3 2023e Q4 2023e Q1 .2024e Q2 2024e
Operating activities -3023 -6 724 1220 15939 -415 -1896 2 826 2 549
Changes in working capital 4597 5333 -2 790 -24 697 12 990 -1159 701 3786
Investing activities -1584 -1595 -1485 -1886 -2 186 -2 252 -2 319 -2 389
Financing activities 3904 -70 20 373 -600 -441 -1120 -200 -200
Cash flow for the period 3894 -3 056 17 318 -11 244 9 948 -6 427 1007 3747
Beginning cash balance 1342 5138 1866 18 423 7 850 17 844 11417 12 425
Ending cash balance 5138 1866 18 423 7 850 17 844 11 417 12 425 16 172
Source: Véstra Hamnen Corporate Finance
ROIC Calculations
Invested capital 42 863 39 768 33029 55 570 41971 41023 39 600 35233
ROIC neg neg neg 17.4% neg neg neg neg
Tax rate

17
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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 invest-
ment research and it is not subject to any legal prohibition on dealing ahead of the dissemination of the report.

The material has been prepared based on publicly available information that Vastra Hamnen has deemed to be reliable.
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 construed as a recom-
mendation 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 permission
from Véstra 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 remuneration 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 prior to publication. The recipient may assume that this
review has led to changes in the factual information presented in the report. Any assumptions, conclusions and scenarios
are however the result of Vastra Hamnen'’s analysis of available information.

Véastra Hamnen has internal rules prohibiting all of its employees from buying or selling shares issued by companies with
which Véstra Hamnen has ongoing agreements to produce marketing material like the present.

Vastra Hamnen Corporate Finance AB
Jungmansgatan 12
211 11 Malmo

Telefon: +46 40 200 250 .
E-post: info@vhcorp.se VASTRA HAMNEN

www.vhcorp.se CORPORATE FINANCE
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