Market Focus

Vastra Hamnen Corporate Finance

STRA HAMNEN

LORPORATE FINANCE

Update: Report Q3 2020

2020-11-17

Crunchfish: Offline for all

)
[
[
Analysts Alf Riple, CFA
073-840 4008
alf .riple@vhcorp.se
Pascal Dettwiler
073-332 1473
pascal.dettw iler@vhcorp.se
Stock ticker: CFISH
Industry: Technology
Listed on: Nasdag First North
Latest stock price (SEK): 14,03
Market cap (MSEK): 409,4
Enterprise Value (MSEK): 385,9
Total number of shares (M): 28,35
- of which free float (M): 16,02

VHCF fair value per share
DCF model 25,30 - 40,10 SEK

Crunchfish AB

Address: Stora Varvsgatan 6A

211 19 Malmo
Webpage: crunchfish.com
CEO: Joachim Samuelsson
Main owners (30 Sep 2020) Capital (%)
Femari Invest AB 26,3
Midroc Invest AB 17,3
Paul Cronholm 3,9
Carlquist Holding AB 35
Coeli Fonder 3,3

Stock price history

Crunchfish AB vs. OMXS30
~30
-25

- 20

Dec Feb Apr Jun Aug Oct
= Crunchfish AB
— OMX Stockholm 30

-1m -3m -12m

Change (%) 11,3  -115 40,2
52 wk range (Low /Hi) - SEK 6,99/ 26,86

Source: FactSet

New innovations enable digital offline payments across platforms
Near-term uncertainty due to COVID-19
We keep our valuation interval at SEK 25.30 — 40.10 per share

There were no surprises in the financial results of Crunchfish’ Q3 report
last week. The most interesting was the summary of all the different pro-
jects the company has running. The projects are many and range from dig-
ital cash in Sweden to offline payments in India and onto gesture control.
Not to mention an effort to fight food waste by helping grocery stores
move expiring products faster.

We regard the company’s involvement with the payment systems in India
as their single most valuable business interest. There has been further pro-
gress on this since our last research update in August. There has been par-
ticular progress in the area of offline payments, which is important to us
since that is what contributes the most to our valuation of the company.
The urgency of establishing offline digital payment options for India has
also been recognised by its central bank, the Reserve Bank of India. In Au-
gust, it announced a pilot scheme running until March 31, 2021 under
which payment providers are encouraged to launch technological innova-
tions in the area of offline payment solutions.

Crunchfish announced two important steps forward during October. First,
the company has developed and applied for patent on a software solution
which integrates an offline wallet in a secure element which can be built
into consumer payment apps. The offline wallet carries a certain amount
of digital cash which the customer preloads while they are online. At the
time of payment, the customer can draw on that amount to authorise and
send their encrypted payment to the vendor using any kind of communica-
tion protocol available, e.g. QR scan, Bluetooth or NFC, irrespective of
whether any of the parties has an internet connection at the time. The pay-
ment will clear whenever either party is online again. The customer may
also refill their offline wallet when they are back online.

Table 1: Financial Overview

MSEK 2018 2019 2020e 2021e 2022e
Total revenues 13,8 21,1 22,9 60,3 164,6
Grow th (%) 7,6% 52,7% 8,5% 163,2% 172,9%
EBITDA (17,3) (17,1) (18,3) 9,5 110,7
EBITDA margin (%) neg neg neg 13,7% 62,5%
EBT (22,0) (24,0) (26,0) 1,0 101,6
Cash holdings 21,4 13,2 6,6 12,4 116,0
Total assets 46,6 42,9 42,5 53,5 163,0
Total equity 40,3 36,3 34,1 45,1 154,4
Solidity (%) 86,3% 84,5% 80,3% 84,3% 94,7%
P/E neg neg neg 398,8 4,0
ROE neg neg neg 2,3% 65,8%
EV/EBIT (x) neg neg neg 358,6 3,8
EV/Sales (x) 27,9 18,3 16,8 6,4 2,3

Source: Vastra Hamnen Corporate Finance
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Offline payments
available on any in-
frastructure

A way for card com-
panies to remain
relevant

Blippit live at Stock-
holm store

Crunchfish combats
food waste

The second innovation widens the application area of this solution to include any kind of
payment infrastructure. Originally, it was thought that the offline payments would connect
to and clear on the nationwide clearing service for instant payment apps, the UPI. The UPI
has around 120 participating apps and logged 2 billion transactions during the month of
October this year. But it is only one of several coexisting payment infrastructures. Payment
cards use a second infrastructure and future implementations of central bank digital cur-
rency (CBDC) are going to use a third. By generalising the integration between the offline
payment solution and the underlying payment infrastructure, Crunchfish is able to offer
offline payments on any kind of infrastructure.

This could be of vital importance to card companies such as Visa, American Express and
Mastercard. Today, card transactions rely on online terminals for verifying payments.
When the customer inserts or swipes a card, the terminal sends a query to an online server
to verify that the transaction is permissible. Breakdowns in connectivity will therefore make
payments impossible. Under increasing competitive pressure from instant payment ser-
vices, the benefit of offering offline payments could help the card companies stay relevant
in a fast-changing payment landscape. In October, Crunchfish revealed that partner discus-
sions with the card infrastructure industry had been initiated.

In Sweden, the rollout of Blippit has been delayed by the corona pandemic, as we have
discussed in previous updates. Now however, customers can finally try to “blip” their way
out of a grocery store in Stockholm where a Blippit terminal has been connected to a self-
checkout desk. Crunchfish informs us that the merchant is happy about the installation,
which in our opinion could get the ball rolling with more installations in its wake. The ease
with which customers can start using Blippit is a major selling point. Almost every
smartphone user in Sweden has the instant payment app Swish installed, and that is all a
shopper needs to start paying for their goods on a Blippit terminal. Exactly when Crunchfish
will start to see revenues from Blippit is still unclear, but a fair guess is that 2021 will see
important progress in this regard. Separately, it is worth noting that Crunchfish recently
logged a production order for 500 Blippit terminals. The order is said to be intended mainly
for one leading supplier of checkout terminals for installation during 2021.

Another development with relevance for Sweden, although long-term, is that Crunchfish is
involved in discussions with policy makers and the central bank about the future of CBDC
in this country. The central bank has already for some time been investigating the frame-
work for adopting what it calls the “e-Krona”. A prime requirement for a digital replace-
ment for cash is that it should work even when no internet connection is available. Crunch-
fish has come a long way already in addressing this, and it is no surprise that it has been
called upon to host a series of webinars with policy makers on the issue. More could hap-
pen in this space although it would probably take years to implement.

Finally, we note with interest that Crunchfish has patented a solution for combatting food
waste. It is a system for pricing different packets of the same food item differently depend-
ing on their expiry dates. Customers usually pick the packets with the longest time to expiry,
leaving older products on the shelf until they expire, at which point they will be thrown out.
This causes totally avoidable food waste. Crunchfish’ system enables individual pricing of
goods based on their sell-by dates, which would be recognised at the cash register when
their QR-codes are scanned. A shopper could get the same information by scanning the QR
codes with their mobile. Knowing that a slightly older pack is cheaper than a brand new,
shoppers would be incentivised to pick products with a long enough expiry date, in effect
creating a first-in-first-out cycle on the shelves. That could make a considerable contribu-
tion to reducing food waste.

Turning to the financials, the Q3 figures were almost exactly as we had expected. The only
notable deviation from our estimates were in Other operating expenses, which came in
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Modest estimate
changes

Potential capital
injection

We keep our valuation
range unchanged

almost SEK 2 million below our estimates. This difference explains why Net profit, Cash
holdings and Total Equity all came in stronger than our estimates, cf. Table 2 below.

Table 2: Estimates vs actual, Q3 2020

k SEK Q3'19 Q3 '20e Q3 '20 act Diff
Net revenues 2 600 4082 2970 -1112
Capitalised development cost 1032 1629 2 685 1056
Other revenues 482 397 462 65
Total revenue 4114 6 108 6118 9
Personnel costs (3 669) (5116) (5172) -56
Other expenses (4 998) (6 211) (4 240) 1971
Profit from affilated companies (393) (780) (822) -42
EBITDA (4 946) (5999) (4 116) 1883
Amortisation and Depreciation (1767) (1 965) (1 929) 36
EBIT (6 713) (7 963) (6 044) 1919
Other financial items, net 88 (14) (34) -20
EBT (6 625) (7 977) (6 078) 1899
Net Profit (6 625) (7 977) (6 078) 1899
Cash and Equivalents 19 464 13 661 15 889 2228
Total Equity 40 501 38 811 40 645 1833

Source: Vastra Hamnen Corporate Finance

Our guess is that the lower costs are related to reduced travelling and sales activities due
to the pandemic. We have consequently lowered our cost estimates slightly for the coming
quarters. Otherwise we see little reason to make any major forecast revisions at this point.
The recent flareup of the second wave of COVID-19, not least in India, has persuaded us to
push the acceleration of revenues a little bit forward compared with our previous scenario.
We therefore lower our revenue forecasts somewhat, mainly for 2021, with regards to
both Swedish and Indian revenues. However, combined with the lower cost estimates, the
impact is too little to change our overall assessment of fair value of the company.

We should mention finally that the company’s cash holdings stood at SEK 15.9 million at
the end of Q3. The free cash flow for the quarter was a negative SEK 7.5 million, so on the
same trajectory, cash would run out around the middle of H1 2021. In order to keep cash
balances positive in our scenario, we have pencilled in a capital injection of SEK 10 million
in Q1 2021. The uncertainty about this estimate is of course substantial. Whether, how
much, and when the company will raise cash will depend crucially on how fast revenues
start flowing and how aggressively the company decides to push for expansion.

In conclusion, we keep the major estimates of our valuation model intact and maintain for
now our valuation interval of SEK 25.30 —40.10 per share.
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Income Statement - Annual Data

k SEK 2018 2019 2020e 2021e 2022e 2023e 2024e 2025e
Net revenues 3510 14 565 11 695 48 489 152 274 218 783 308 732 399 989
Capitalised development cost 6 769 4623 9076 9844 10174 10 495 10678 10 852
Other revenues 3548 1928 2143 1981 2144 2321 2512 2720
Total revenues 13827 21115 22914 60 315 164 593 231 600 321922 413 560
Cost of goods sold - (91) (17) (1 650) (3 850) (4 400) (5 500) (1 100)
Personnel costs (14 784) (15 496) (20 519) (23932) (26 165) (28 606) (32 856) (38823)
Other external costs (14 637) (20 714) (17 148) (22762) (27 473) (30 036) (34 499) (40 764)
Other operating expenses (1 554) (379) (802) (3736) (4 291) (4 691) (5388) (6 367)
Profit from affiliated companie (180) (1527) (2 726) 1280 7889 16 320 22 505 25 269
EBITDA (17 328) (17 092) (18 299) 9515 110 703 180 186 266 184 351776
Amortisation & depreciation (4 748) (6 936) (7 622) (8439) (9 008) (9 483) (9 886) (10 204)
EBIT (22 077) (24 028) (25 920) 1076 101 695 170 703 256 299 341572
Financial items, net 50 27 (75) (49) (49) (49) (49) (49)
EBT (22 027) (24 001) (25 995) 1027 101 645 170 653 256 249 341523
Taxes - - - - - (22 051) (54 837) (73 086)
Net profit (22 027) (24 001) (25 995) 1027 101 645 148 602 201 412 268 437
Earnings per share (SEK) (1,30) (0,97) (0,94) 0,03 3,39 4,93 6,69 8,91

Growth (%)

Net revenues 9,6% 315,0% -19,7% 314,6% 214,0% 43,7% 41,1% 29,6%
EBITDA na na na na 1148,5% 59,4% 48,7% 34,0%
EBIT na na na na na 64,6% 51,4% 35,3%
Net profit na na na na 9800,3% 46,2% 35,5% 33,3%

% of revenues (%)

EBITDA margin neg neg neg 13,7% 62,5% 70,8% 75,7% 79,0%
EBIT margin neg neg neg neg 57,0% 66,7% 72,6% 76,5%
EBT margin neg neg neg 1,7% 61,8% 73,7% 79,6% 82,6%
Profit margin neg neg neg 1,7% 61,8% 64,2% 62,6% 64,9%
Personnel costs 421,2% 106,4% 175,5% 49,4% 17,2% 13,1% 10,6% 9,7%
Total OPEX 882,5% 251,2% 328,9% 104,0% 38,0% 28,9% 23,6% 21,5%

Profitability (%)

ROE neg neg neg 2,3% 65,8% 49,0% 39,9% 34,7%
ROIC neg neg neg neg 187,9% 281,5% 388,0% 492,9%
ROCE neg neg neg neg 47,6% 40,0% 36,4% 32,1%

Source: Vastra Hamnen Corporate Finance

Marketing material commissioned by Crunchfish AB (publ) 4



Market Focus Vistra Hamnen Corporate Finance 2020-11-17

Balance Sheet - Annual Data

k SEK 2018 2019 2020e 2021e 2022e 2023e 2024e 2025e
Inventories - - - 181 362 362 542 -

Account receivable 356 2424 1723 5186 9 046 11 752 14 635 18 350
Receivables fr affiliated comp 1118 841 1800 1720 2201 2493 3036 2430
Prepaid costs & accrued inco 1089 1066 1478 1632 1709 1770 1853 1943
Other receivables 475 361 771 914 966 1014 1063 1115
Cash and cash equivalents 21 362 13181 6 593 12 366 116 049 260 794 457 954 723 326
Total current assets 24 400 17 872 12 365 21999 130 333 278 185 479 083 747 163
Tangible assets 522 1606 1290 1052 859 701 573 468
Intangible assets 20 402 18 052 19 851 21 496 22 858 24 029 24 951 25 706
Long-termreceivables 373 - 5 5 5 5 5 5
Affiliated companies 945 5418 8971 8971 8971 8971 8971 8971
Total fixed assets 22242 25076 30118 31525 32693 33 706 34 500 35150
Total assets 46 642 42 949 42 482 53524 163 026 311891 513 583 782 313
Accounts payable 2280 984 2517 2163 2171 2177 2185 2194
Accrued cost & prepaid incon 3177 4023 3992 4232 4397 4 606 4829 5063
Other liabilities 917 843 1251 1379 1440 1488 1537 1586
Total current liabilities 6373 5850 7759 7774 8008 8271 8551 8844
Total non-current liabilitie: - 789 618 618 618 618 618 618
Total equity 40 269 36 310 34104 45131 154 399 303 002 504 414 772 851
Total equity and liabilities 46 642 42 949 42 482 53523 163 025 311891 513 582 782 312

Source: Vastra Hamnen Corporate Finance

Cash flow statement

k SEK 2018 2019 2020e 2021e 2022e 2023e 2024e 2025e
Operating activities (16 868) (15 211) (16 374) 9 466 110 653 158 086 211297 278 641
Changes in w orking capital 369 (2 090) 826 (3847) (4 418) (2844) (3 458) (2 415)
Investing activities (6 823) (11597) (14 620) (9 846) (10 176) (10 497) (10 680) (10 854)
Financing activities 23 356 20743 23623 10 000 7623 - - -

Cash flow for the period 34 (8 156) (6 545) 5773 103 683 144 745 197 160 265 372
Beginning cash balance 21164 21 362 13181 6 593 12 366 116 049 260 794 457 954
Adjustments 165 (26) (42) - - - - -

Ending cash balance 21362 13181 6593 12 366 116 049 260 794 457 954 723 326

Source: Vastra Hamnen Corporate Finance
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Income Statement - Quarterly Data

k SEK Q1 2020 Q2 2020 Q3 2020 Q4 2020e Q1 2021e Q2 2021e Q3 2021e Q4 2021e
Net revenues 1948 2330 2970 4 446 6 684 9934 14 015 17 857
Capitalised development cost 1380 2 955 2 685 2 055 2337 2583 2488 2437
Other revenues 820 390 462 471 481 490 500 510
Total revenues 4148 5675 6118 6972 9502 13 007 17 002 20 804
Cost of goods sold 17) - - - (275) (275) (550) (550)
Personnel costs (4 506) (5 498) (5172) (5343) (5784) (5915) (6 048) (6 185)
Other external costs (3 950) (4 417) (4 240) (4 541) (5 148) (5 501) (5 867) (6 246)
Other operating expenses - (11) - (791) (875) (913) (953) (994)
Profit from affiliated companie (478) (646) (822) (780) 44 142 394 700
EBITDA (4 803) (4 898) (4 116) (4 483) (2 536) 546 3978 7528
Amortisation & depreciation (1 805) (1843) (1929) (2 045) (2 050) (2 082) (2135) (2173)
EBIT (6 608) (6 740) (6 044) (6 528) (4 586) (1 536) 1843 5355
Financial items, net 117 (146) (34) (12) (12) (12) (12) (12)
EBT (6 491) (6 886) (6 078) (6 540) (4 598) (1548) 1831 5343
Taxes - - - - - - - -

Net profit (6 491) (6 886) (6 078) (6 540) (4 598) (1 548) 1831 5343
Earnings per share (SEK) (0,25) (0,24) (0,21) (0,23) (0,16) (0,05) 0,06 0,18

Y-0-Y Growth (%)

Net revenues (51,0%) (5,5%) 14,2% (19,5%) 243,1% 326,2% 371,8% 301,6%
EBITDA na na na na na na na na
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 neg neg neg 3,1% 21,1% 32,8%
EBIT margin neg neg neg neg neg neg neg neg
EBT margin neg neg neg neg neg neg neg neg
Profit margin neg neg neg neg neg neg neg neg
Personnel costs 231,3% 235,9% 174,1% 120,2% 86,5% 59,5% 43,2% 34,6%
Total OPEX 434,1% 426,0% 316,8% 240,1% 176,6% 124,1% 91,8% 75,2%

Profitability (%)

ROE neg neg neg neg neg neg 4,6% 11,8%
ROIC neg neg neg neg neg neg 3,5% 10,9%
ROCE neg neg neg neg neg neg 2,8% 8,0%

Source: Vastra Hamnen Corporate Finance
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Balance Sheet - Quarterly Data
k SEK Q1 2020 Q2 2020 Q3 2020 Q4 2020e Q1 2021e Q2 2021e Q3 2021e Q4 2021e
Inventories - - - - 90 90 181 181
Account receivable 3260 366 491 1723 2988 3623 4268 5186
Receivables fr affiliated comp 853 1317 900 1800 1248 1304 1608 1720
Prepaid costs & accrued inco 1803 1337 933 1478 1526 1450 1482 1632
Other receivables 557 1108 855 771 864 945 902 914
Cash and cash equivalents 5715 23 501 15 889 6 593 10 426 7 955 8 466 12 366
Total current assets 12 188 27 630 19 070 12 365 17 144 15 368 16 907 21999
Tangible assets 1506 1453 1357 1290 1226 1165 1107 1052
Intangible assets 17 729 18 922 19774 19 851 20 203 20 766 21177 21 496
Long-termreceivables - - 5 5 5 5 5 5
Affiliated companies 5940 6293 7471 8971 8971 8971 8971 8971
Total fixed assets 25174 26 668 28 608 30118 30 406 30908 31261 31525
Total assets 37 362 54 298 47 678 42 482 47 549 46 276 48 168 53 524
Accounts payable 2711 1570 1150 2517 2229 2218 2222 2163
Accrued cost & prepaid incon 3190 4 005 3704 3992 3909 4098 4122 4232
Other liabilities 909 1259 1561 1251 1287 1384 1417 1379
Total current liabilities 6 810 6835 6414 7759 7425 7 699 7761 7774
Total non-current liabilitie: 733 676 618 618 618 618 618 618
Total equity 29819 46 788 40 645 34104 39 506 37 958 39788 45131
Total equity and liabilities 37 362 54 298 47 677 42 482 47 548 46 275 48 167 53523
Source: Vastra Hamnen Corporate Finance
Cash flow statement
k SEK Q1 2020 Q2 2020 Q3 2020 Q4 2020e Q1 2021e Q2 2021e Q3 2021e Q4 2021e
Operating activities (4 331) (4 246) (3302) (4 495) (2 549) 534 3966 7516
Changes in w orking capital (820) 2 367 526 (1 246) (1281) (421) (966) (1179)
Investing activities (2381) (3 995) (4 690) (3 555) (2337) (2 584) (2 488) (2 437)
Financing activities (55) 23800 (121) - 10 000 - - -
Cash flow for the period (7 587) 17 925 (7 588) (9 296) 3833 (2471) 511 3900
Beginning cash balance 13181 5715 23501 15 889 6 593 10 426 7 955 8 466
Adjustments 121 (139) (24) - - - - -
Ending cash balance 5715 23501 15 889 6593 10 426 7 955 8 466 12 366
Source: Vastra Hamnen Corporate Finance
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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 investment research and it is not subject to any legal prohibition on dealing ahead of the dissemination of the
report.

The material has been prepared on the basis of 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 recom-
mended 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 con-
strued as a recommendation 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 Vastra 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 remu-
neration is fixed and predetermined and in no way dependent on the content of the report or the views ex-
pressed 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, conclu-
sions and scenarios are however the result of Vastra Hamnen’s own analysis of available information.

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

Readers of this material are made aware that one of Crunchfish’s main owners is Midroc New Technology AB,
whose ownership interest is 17.3 percent of the capital and votes. Midroc New Technology AB is a fully owned
subsidiary to Midroc Invest AB, which also holds a minority stake in Vastra Hamnen. Midroc Invest AB has in no
way been involved in the production of this material nor influenced its contents.

Vastra Hamnen has a separate agreement with Crunchfish AB to act as its Certified Adviser on Nasdaq First North.

Vastra Hamnen Corporate Finance AB
Jungmansgatan 12
211 11 Malmé

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

www.vhcorp.se CORPORATE FINANCE
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