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Quickbit
Weaker quarter than expected

 
Estimate Changes (SEK)

  
Now Before

 
EPS, adj 21/22e 0.34 0.34 0.0%

EPS, adj 22/23e 0.53 0.53 0.0%

Calendar Events
 
10 Nov kvartalsrapport

Key Figures (mkr)
 
Number of Shares 88.5m

Market cap 708

Net Debt (127)

EV 582

Free Float 62.00%

 
Estimates (SEK)

 
20/21e 21/22e 22/23e

 
Sales,m 2,568 4,191 5,690

Sales Growth 0.0% 63.2% 35.8%

EBITDA, m 24.6 51 74

EBIT, m 16.2 38.7 60.1

EPS, adj 0.09 0.34 0.53

EPS Growth 0.0% 291.6% 56.6%

Equity/Share 2.9 4.3 4.4

Dividend 0.00 0.00 0.00

EBIT Marginal 0.6% 0.9% 1.1%

ROE (%) 3.0% 12.4% 18.5%

ROCE 5.6% 19.6% 30.6%

EV/Sales 0.23x 0.14x 0.10x

EV/EBITDA 23.6x 11.5x 7.8x

EV/EBIT 35.9x 15.0x 9.7x

P/E, adj 93.1x 23.8x 15.2x

P/Equity 2.8x 1.9x 1.8x

Dividend yield 0.0% 0.0% 0.0%

FCF yield 0.1% 0.1% 0.1%

Net Debt/EBITDA (5.1)g (3.9)g (3.2)g

 
Risk and Potential

 
Motivated value 11.00 - 12.00
  
Current price SEK8.00

Risk level High

One Year Performance Chart
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Reduced sales

Quickbit had sales of SEK 842.4 million (871.2) in April−June and its operating proBt was SEK -3.0 million
(15). Both sales and operating proBt were weaker than our estimates. The company showed negative growth
from January to March, when sales were SEK 933 million and operating proBt was SEK 10 million. Comparing
Q/Q is in our opinion most relevant as the company has changed its business model in the past year.

App launch

Quickbit writes that the lower sales are partly due to slightly lower transaction volumes at the end of May,
driven by technical adjustments. Also, the company sees that activity increased in June, and during the
current quarter the development has remained positive. Furthermore, Quickbit launched its consumer app
last week and the reviews bode well for the future. After 136 reviews, the average rating is a high 4.9 out of 5.

New fair value

The share fell steeply on the report (-15 %). Given Quickbit’s upbeat tone about performance since May, we
believe this reaction was excessive. The newly appointed CEO seems to share our opinion and bought shares
for SEK 0.7 million on the reporting date. However, we are slightly trimming our estimates given the weaker
quarter. The new estimates lead to a fair value of SEK 11-12 (12-13) per share. The current share price is SEK 8.
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Investment Case

Revamp of the business

In our view, Quickbit is a completely diGerent company than it was just a year or two ago. The business model
has changed, in that the business is now mainly based in Europe, while we assume that a large proportion
was previously based outside the EU. The previous business model was riskier and more capital-intensive.
We believe the shift towards Europe is clearly positive. Quickbit has also replaced most of the board of
directors and brought in highly qualiBed names like Jan Frykhammar, the former CFO of Ericsson. Finally,
the company is launching its consumer app in 2021, which is based on a radically diGerent business model
compared to the one that came before it. We believe Quickbit is a more stable, less risky and better company
than it was one year ago.

Cryptocurrencies have network e0ects

The more people who use cryptocurrencies, the more valuable they become, because the number of
applications rises. Accordingly, cryptocurrencies clearly have a network eGect. In our assessment, the
network eGect for cryptocurrencies has contributed to signiBcant milestones in the last year. For example,
El Salvador has made Bitcoin legal tender and Micro Strategy has begun keeping its cash reserves in bitcoin.
The uncertainty stemming from Covid-19 and the Iood of new money created by central banks in 2020
has corroded views on Bat currencies in the eyes of many and, by comparison, improved their views on
cryptocurrencies. Without making any forecast on the future price trend, we believe cryptocurrencies are
here to stay and that the last year has accelerated the development.

Potential exposure in DeFi

We believe DeFi (Decentralised Finance) is a highly interesting area within cryptocurrencies and that
numerous features will be developed for DeFi going forward. An ecosystem is created within the Quickbit
app in which additional features can be integrated, meaning the company is positioned to exploit the growth
in DeFi that we expect. At present, DeFi is a new and underdeveloped area with few concrete investment
opportunities, especially among Swedish companies. At the least, Quickbit entails future potential to be
exposed to a more fully developed DeFi system. However, we recognise that DeFi is in its infancy and that
it is going to be a long time before it is fully developed and widely used.

Company Pro3le

Quickbit is a Bntech operating in the cryptocurrency segment. At present, revenues are generated exclusively
from i-gaming companies based mainly in Europe. Quickbit is, however, poised to also launch solutions in the
B2C segment, such as the option to use cryptocurrencies for ordinary card payments. The company has also
developed an app, for which 10,000 people have signed up for early access. We believe the app will eventually
be able to create an ecosystem for cryptocurrency transactions in which it should be possible to integrate
emerging solutions. The company is based in Stockholm and had 47 employees as of the last quarterly report.
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Valuation approach

We applied a DCF model to arrive at a fair value of SEK 12-13 per share. Our WACC is 12%, reIecting our
estimation of high risk in the company.
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Estimate changes

Sales in April to June were about 10% lower than our estimates, and the gross margin was 3.6%, compared with our
estimate of 4%. Also, the other external expenses item was higher, due to factors such as legal expenses associated
with an abandoned acquisition.

Although the gross margin deviated by only 0.4%, the impact on earnings is signiBcant because the original value
of the gross margin was only 4%. We continue to expect a gross margin of 4% in the future, but estimate higher
other external expenses. This, in combination with weak earnings in the past quarter, have led to the below changes
in our estimates.

Estimate changes

* Refers to calendar years and not Quickbit’s �nancial years.

Quickbit’s �nancial year begins in July and ends in June.

As Quickbit seems to have regained momentum for its business operations in June and returned to growth, the
quarter does not aGect our long-term assessment of Quickbit as a company. However, we are lowering our fair value
to SEK 11−12 (12−13).
The company launched its consumer app last week, and customer reviews have been overwhelmingly positive. After
139 reviews in the app stores, the average rating is 4.9 out of 5. The written reviews are also clearly positive, and
good user-friendliness is mentioned multiple times. We believe that user-friendliness and simple design are very
important for the success of B2C crypto products since the subject itself is complicated. We are therefore upbeat
about the initial reception of the app, which is a new revenue stream for Quickbit.
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Income statement

*Financial years equal to how Quickbit is reporting

Cash 5ow

*Financial years equal to how Quickbit is reporting
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Balance sheet

*Financial years equal to how Quickbit is reporting
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Key 3gures

*Financial years equal to how Quickbit is reporting
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This publication (“the Publication”) has been compiled by Erik Penser Bank (“the Bank”) exclusively for clients of the Bank. The contents are based
on information from publicly available sources which have been deemed reliable. No guarantee is extended as to the accuracy and completeness
of the contents of the document or the forecasts and recommendations provided therein. The Bank may permit employees of another department
or analysed company (“the company”) to read facts or series of facts in order to verify the same. The Bank does not disclose conclusions or
assessments included in the Publication in advance. Opinions stated in the Publication are those of the analyst at the time the Publication was
prepared and such opinions are subject to change. No assurance is provided that future events will be in accordance with opinions stated in
the Publication.
The information in the Publication must not be understood as encouragement or recommendation to enter into transactions. The information
does not take into account an individual recipient’s investment knowledge and experience, Bnancial situation, or investment goals. The
information thus does not constitute a personal recommendation or investment advice.
The Bank disclaims all liability for direct or indirect loss that may be based upon the Publication. Investments in Bnancial instruments are
associated with Bnancial risk. The investment may go up or down in value or become entirely worthless. Past favourable performance of an
investment is not a guarantee of future performance.

Fair value and risk

The fair value reIects a value for the share on the day the analysis is published in a range corresponding to approximately 5-10%. The Bank uses
several diGerent valuation models to value Bnancial instruments, such as cash Iow models, valuation of multiples and breakup value analysis.

The valuation method and the approach for determining the fair value should be apparent in the analysis and may vary from company to company.
SigniBcant assumptions used in valuations are based on currently available market data and a scenario for the company’s future development
that we consider reasonable. As regards risk, the share is classiBed on a High-Medium-Low scale based on a number of known parameters relevant
to the company. A general guideline for being classiBed as low risk is that the company has positive cash Iow and that no individual factor aGects
net sales by more than 20%. The corresponding general description of high risk is that the company has not achieved positive cash Iow or that
an individual factor aGects net sales by more than 50%.

The research presented in the Publication was performed in accordance with the terms and conditions of the “Penser Access” service that the
Bank performs on behalf of analysed companies. The analysed company remunerates the Bank for the aforementioned service. The fair value
and risk classiBcations are continuously updated. Click here https://www.penser.se/historiska-analysrekommendationer/ to view the history of
investment recommendations issued by the Bank.

General

The Bank’s consent is required to copy or disseminate the Publication in whole or in part. The Publication must not be disseminated or made
available to any natural or legal person in the United States of America (other than as provided under Rule 15a–16, Securities Exchange Act of
1934), Canada, or any other country that imposes statutory restrictions on the dissemination and availability of the contents of the material.
The Bank has prepared an Ethics Policy and a ConIicts of Interest Policy. The aim of these policies is to protect against and prevent conIicts
between the interests of clients and departments within the Bank. The approach used by the Bank to prevent conIicts of interest includes
restrictions on communications (Chinese Walls). The Research Department is physically separated from the Corporate Finance department, which
occupies separate premises. The Corporate Finance department is not permitted to participate in the production of a Publication or to express
opinions on a Publication. However, there may from time to time exist a client relationship or advisory situation between a company covered in
a Publication and a department of the Bank other than the Research Department. The Bank has drawn up internal restrictions concerning when
employees are permitted to conduct trades in a Bnancial instrument that is the subject of an Investment Recommendation.
From time to time, the Bank performs assignments for a company that is mentioned in a Publication. The Bank may, for example, be acting as an
advisor or issuer agent to the company or as the liquidity guarantor for one of the company’s securities. If such is the case, this has been stated
in the Publication. The Bank, its owners, directors, or employees may own shares in companies mentioned in the Publication. All employees of
the Bank must report their holdings in securities and must report all transactions. The Bank and its employees comply with guidelines issued by
the Swedish Securities Dealers Association concerning employee transactions. The analyst who has prepared Investment Research as referred to
in Chapter 11, section 8 of the Swedish Financial Supervisory Authority’s Regulations regarding securities (FFFS 2007:16) and others involved in
this work are not permitted to trade on their own account in the covered Financial Instrument or related Financial Instruments in contravention
of the applicable recommendation. The Bank’s Compliance Department monitors all employee transactions.
The Bank pays salaries to analysts, which may also consist of a share of the Bank’s proBts but which is never linked to the Bnancial performance of
another department. Neither the Bank nor the individuals who compiled the Publication have holdings (long or short) in the Bnancial instruments
issued by the analysed company that exceed 0.5% of the analysed company’s share capital.
For the company in question, the Bank also conducts research in accordance with the terms of the “Penser Access” paid-for service. Click here
https://epaccess.penser.se/ for more information about this service.
Erik Penser Bank is authorised to conduct securities operations and is under the supervision of the Swedish Financial Supervisory Authority
(Finansinspektionen)

Erik Penser Bank (publ.)

Apelbergsgatan 27 Box 7405 103 91 STOCKHOLM

tel: +46 8 463 80 00 fax: +46 8 678 80 33 www.penser.se
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