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An investment in green transition and solution to the energy crisis in Europe

Midsummer is an investment in green transition and in the energy source that has the greatest potential
to solve the European energy crisis within the foreseeable future: solar energy. The company is forcefully
expanding its business in Italy and the expansion is fully financed by the Italian government. Production
capacity will be 10 times higher than current capacity.

Unique market position

Midsummer’s technology is based on thin film technology, a semiconductor applied to a steel substrate in a
polymer composite, and differs significantly from conventional solar panels. This results in a market-leading
position in terms of carbon footprint, lower than wind and hydropower. In our view, thin film technology
is going to outperform conventional solar panels, which have lost their major competitive advantages.

Fair value SEK 19-21

We use an EV/S multiple of 4x for the share, based on 2025 sales discounted to present value. The EV/S
multiple is in line with peers listed in the US. At present, Midsummer is a small and local Swedish player,
but in our view the company is going to be recognised as a major regional player via its expansion in Europe,
and will thus be valued in line with peers. Applying this method, we set a fair value of SEK 19-21 per share.
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Investment Case

In our view, demand for renewable energy will remain strong due to high gas and electricity prices in Europe.
Solar power in roof top installations, unlike wind and other renewable sources of energy, is small-scale,
which entails relatively short lead-times because the permit process is simpler and the energy is produced
proximate to consumption, which eliminates the needs for large investments in electricity grids. A solar
energy installation also increases the value of a property. Combined with the cost-cutting effect of replacing
gas or electricity, this creates a strong incentive for property owners to invest in a solar installation. Although
the Swedish market is a key driver of demand, we see the greatest potential in the European market because
solar energy in Sweden is produced only during daylight hours and at the time of year when demand for
electrical energy is lowest.

Midsummer produces a special type of solar cells under brands including “Slim” and “Wave”, which are
lightweight structures that are either discreetly incorporated into an existing tile roof or replace a traditional
folded sheet metal roof. The lightweight structure enables installation on weak roof structures that cannot
bear the load of a traditional solar panel installation. Wave blends into an existing tile roof in a completely
different way than conventional solar panels in frames, and appeals to many customers who dislike the
visible change resulting from a conventional solar cell installation. The product is sold at an unmistakably
premium price compared to traditional solar panels, although the total price to the customer does not differ
as much because installation is simpler.

Midsummer’s technology is based on thin film technology, where a semiconductor is deposited on a steel
substrate, and differs significantly from conventional solar panels in terms of production and transport.
This results in a market-leading position in terms of carbon footprint and a smaller footprint than wind and
hydropower. We believe thin film technology is going to strongly outperform conventional solar panels,
which have lost their major competitive advantages: a fully globalised world strongly dependent upon
exports from China and low prices for fossil-based energy, which is the most important production factor
for conventional panels.

Midsummer is building a new factory in Italy, financed entirely with government grants and soft loans. This
will open the southern European market to Midsummer. Solar energy conditions are considerably better in
southern Europe than at our latitudes, which creates scope for higher growth and better margins.

Company Profile

Midsummer is a Swedish producer of solar cells. The technology is based on an internally developed
production process. In brief, it is based on a semiconductor layer, which involves various metals being
deposited onto a substrate, such as sheet metal, before they are milled and etched to obtain the desired
structure.

Valuation approach

We value Midsummer with an EV/S multiple of 4x based on 2025 Sales discounted to present value with a
WACC of 8.6%. The EV/S multiple is in line with larger companies listed in the US. At present, Midsummer is
a small and local Swedish player, but in our view, the company is going to be recognised as a major regional
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player via its expansion in Europe, and will thus be valued in parity with comparable companies. Applying
this method, we value Midsummer at SEK 20/share, which gives a fair value of SEK 19-21.

Target Price

We see a fair value of SEK 19-21 per share.
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History and timeline
The history of Midsummer begins with the manufacture of CDs, where knowledge of the technique of depositing
a thin layer of metal onto a small disc has been further developed by key individuals within the company. The
method that originated with CD technology is still used: thin layers of metal are deposited on small discs that are
connected with electrical wiring. Finally, the semiconductor is weather-proofed using a polymer composite that is
then applied to a roof.

Source: Midsummer, MFN, Cision

The pictures below show how the development progressed from prototypes based on CD-like substrates (left) to
a somewhat more sophisticated variant based on round substrates (middle), to the octagonal modules used today
(right).

Source: Midsummer, EPB
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Solar energy in the Nordics and Europe - from a power system perspective
The electricity market differs from all other markets because production and consumption must be in perfect
balance, every second of the day, all year long. The question is whether solar energy has a role to fill from a pure
system perspective; that is, whether solar energy can fit into the supply and demand balance. In our assessment,
such is the case.

The role of solar energy in the Swedish electricity production system

In simple terms, excluding minor energy sources, the Swedish (and Nordic) energy system consists of three different
types of energy on the supply side:

• Weather-dependent, and thus highly variable, land-based wind power
• Continuous nuclear power
• Continuous and regulatable hydropower

Although this applies to historical data, we believe the situation will remain relatively unchanged for the foreseeable
future. The hydropower and nuclear power systems have been fully built and wind power will be completed with
regard to existing projects. The difficulty of obtaining permits for new projects is, however, a significant constraint
from a medium-term perspective (from 2025 and forward).

Other energy sources, such as off-shore wind power, wave power, large-scale energy storage and fourth-generation
nuclear power are far in the future and will not, in our assessment, affect supply for the next 5-8 years. Solar power
is thus the primary energy source with the potential to alleviate the current situation. The combination of already
high electricity prices and the expected rise in demand from electrification, according to consensus forecasts, and
geopolitics, are creating a need for rapid expansion of renewable electricity production.

Electricity production Sweden, 2021

Source: SCB

Solar energy is a good supplement to wind power in the Nordics

Land-based wind power is productive primarily during the autumn and winter. Wind power thus correlates well with
periods of peak demand. Above all, wind power is productive during periods of variable weather and low pressure.
There is thus a lack of a renewable supplement during periods of low winds in spring and summer. Hydropower
is available as an alternative, but since it is the only energy source that is both renewable and regulatable, water
reservoirs must increasingly be saved to compensate for weaknesses in the power system. The weaknesses consist
primarily of the significant closures of nuclear power plants in recent years combined with a growing imbalance due
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to bottlenecks in transmission capacity between north and south in the Nordics, along with a higher share of wind
power in the energy mix. The increasingly integrated electricity market in Europe also plays into it because Swedish
power owners, especially those in southern Sweden, can increasingly capitalise on the generally higher electricity
prices on the Continent.

Solar energy can play an important role in the situation as it has evolved. By reducing the need for hydropower in
spring/summer periods of low precipitation, the water reservoir can be saved for periods when it is not windy and
sufficient solar energy is not generated to supplement stable nuclear power production.

However, hydropower owners will need to be incentivised to save water. The marginal cost of hydropower is as
low as SEK 0.01/KWh, meaning that hydropower is virtually always profitable. During wet years – years with high
precipitation – hydropower will produce even when electricity prices are low. This must be taken into account when
considering investments in solar energy.

In spite of our polar latitudes in the Nordic region, there are periods when solar power generates significant additions.
Examples:

• Sunny days in the spring/summer, especially in southern Sweden
• Spring months in central and northern Sweden where the reflective capacity of snow combined with

lengthening days and low temperatures creates a good mix of production factors

In spite of the dark winter months in the Nordic region, annual average production is comparable to that of Central
Europe because the long summer days combined with lower temperatures compensate for the darker winter period:

Source: Wikipedia

As the illustration shows, conditions are equivalent in southern Sweden compared to Germany and Poland, for
example.
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The role of solar energy in the EU

Solar energy’s share of the total is higher in Europe, 5% compared to less than 1% in Sweden, due to better production
conditions and large subsidies in countries including Germany. Solar energy is also significantly more stable across
the year, although daily variations remain:

Source: Eurostat

Although the share of solar energy is higher in the EU than in Sweden, solar is also a realistic energy source for
expansion. In addition, there is a significant and urgent problem in the EU: the crying need to replace fossil fuels
like gas and coal for price-related and geopolitical reasons.

The overall conclusion is that solar energy can fill a gap in the Nordic and European electrical systems from a purely
system-related perspective.

Two alternative solar energy production methods

The solar energy field distinguishes between solar farms – large installations, usually placed in remote areas because
they require large land areas – and roof-top generation, where the solar energy is produced on the roof of a building
(hereinafter “RT”). Solar farms normally share the problems related to e.g., wind farms, of which the most serious
are:

• Protracted and often complex application processes
• Large investments required to expand electricity grids
• Frequent and heavy transports, new roads and other activities that normally produce high levels of carbon

emissions during the investment phase
• Competition for land that could otherwise be used for farming, roads, construction, etc.

A typical solar farm:
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Source: Solenerginyheter

Roof top installations on an industrial building and a private home:

Source: pveurope.eu, intermtnwindandsolar.com

Advantages of RT solar energy

• RT solar energy does not require major investments in expansion of the electricity grid as the energy is
consumed proximate to production. Only surplus production needs to be dealt with, which can usually take
place in the existing electricity grid.

• An investment increases the value of a property because it reduces operating costs, while a wind or solar farm
adjacent to a property may lower the value due to noise, light, obstruction of the view or other disturbing
factors.

• Lead-times are normally shorter for RT than for solar farms – months compared to several years
• Available and established technology – many renewable energy sources such as hydrogen and wave power

are, unlike solar, still in their infancy, both technically and commercially

But solar is not unproblematic

Solar energy has large advantages, but there are a number of problems associated with the energy source:
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• Although the sun shines for much of the day on sunny days, clouds may gather or dissipate on short notice,
which lowers and raises production which challenges the stability of the electricity grid. Regions with a large
share of solar energy, such as California, have been hit by black-outs – severe local and temporary power
outages due to sudden cloudiness.

• The sun does not shine at night when other energy sources must fill the gap.
• At Northern latitudes, solar energy production is almost zero during the winter months when the sun is

low on the horizon.

To illustrate the complexity in regions with colder climates, such as Sweden, we have taken the prices in the SE3
electricity bidding area, which includes the Stockholm region, as an indication of the supply/demand balance.

The chart below shows how the price fluctuates on a sunny day when there is limited – but not zero – need for
heating, i.e., normal conditions during much of the year:

Source: Vattenfall
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In the chart below, which illustrates a relatively cold winter day, the price is considerably more stable due to the
demand from heating.

Source: Vattenfall

If we add the number of minutes of sunshine, the dilemma becomes apparent:

Source: Vattenfall, SMHI

Note that the lighter section indicates sun that is low on the horizon at dawn and dusk, which results in lower
production. The lighter sections are based on our own assessment, as we were unable to find external sources to
support this.

Overall conclusions:

• Production of solar energy is minimal during the winter months, although requirements are relatively
constant over the 24-hour period, i.e., daytime (only about 6% of annual production is produced between
November and February).

• In the spring/summer months, production is concentrated to the period during the day when demand is
lowest, i.e., the “waking hours” of the day apart from a couple of hours (although demand is naturally even
lower during the night).
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• In addition, there is yet another meteorological factor: winds can be high on beautiful summer days because
the sun triggers the wind, which leads to particularly low, sometimes negative, electricity prices.

To manage these challenges and enable solar energy to become a dominant production alternative, major
investments must be made in smart power grids and energy storage options. At present, it is generally not profitable
to invest in storage capacity with existing technology. It is possible that new technical advances will arrive that can
resolve this issue, but that is too far in the future to overcome the current problems with high electricity prices.
Alternatively, particularly high electricity prices may become more enduring, which raises the incentive threshold
enough to invest in current storage technologies.

A supplemental source in the Nordics, but huge potential in southern Europe

The conclusion is that solar energy will only be a supplemental energy source in the Nordic countries for the
foreseeable future because production is not constant and does not match periods of high demand. If expansion is
too extensive, it will drive prices down to zero, or even below zero, due to oversupply during peak solar production
periods. A situation with low or negative prices has already occurred, which illustrates the problem. Power-intensive
industry will never be built based only on supplemental solar energy.

That said, there is potential for IOB from a short-term perspective, especially because it is the only alternative to
rapid expansion of alternative energy sources. And the need for rapid expansion of electricity production is pressing
in the Nordics, especially in southern Sweden (electricity bidding area SE4), even with the limitations that solar
energy entails. This will apply as long as current electricity prices, which are at a historical high, endure.

The potential in southern Europe is significant. Production is higher, more evenly distributed across the year and
temperatures are higher during the colder season, which reduces the heating requirement and thus the dilemma
surrounding seasonal variations. In addition, a large share of fossil-based production needs to be replaced and solar,
along with heat exchangers, is the most realistic alternative for that purpose.

Another positive factor comes into play in Italy. If a property owner cannot or does not wish to install solar cells,
the right to install solar cells can be sold to another party, which Midsummer argues will promote the expansion
of solar energy.
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Market
Forecasts, Sweden and Europe

There are strong market incentives for solar energy installations.

• High electricity prices, especially in southern Sweden and Continental Europe
• Tax subsidies through ROT deductions (tax deductions for home repairs/conversions/extensions; applies to

the Swedish market)
• Generally large subsidies in the European market
• A general trend towards a more sustainable and low-energy lifestyle
• Continued electrification, such as expansion of the electric car fleet, which increases demand for electrical

energy

In theory, investments are profitable for consumers

One must differentiate between the system-based conditions, as per the foregoing, and the fact that current prices
make it profitable for individual property owners to invest in solar energy. Based on current electricity prices, the
normal return is 8-10%, assuming electricity prices that remain stable at the current level, and higher if electricity
prices go up. This is based on standard estimates provided by many solar cell companies to consumers.

But in the light of the challenges mentioned above, that solar energy is produced during times of the year or times
of the day when demand is low, the more solar energy is produced, the more its profitability will fall. This, again,
provided that the energy system is unable to convert to large-scale storage. As previously stated, we believe this is
unlikely to happen in the next 3-5 years.

We instead estimate normal return at 4-5%. Considering that the era of extremely low interest rates is probably over,
we do not regard the consumer market as the main driver of growth in the Nordic solar energy market.

Significant market potential for Industrial & Commercial

The intuitive image of a solar cell installation is the one on a traditional single-family home. But there is significant
potential within Industrial and Commercial (“I&C”), i.e., rooftop installations on industrial and commercial
properties. While a home-owner has to sell a large share of the energy produced on a sunny summer day back
to the electricity grid, due to low personal consumption, an industrial or commercial property can achieve
significantly better matching between daytime production and own consumption. The problem with hourly and
annual variations remains, but many companies in the I&C segment have peak consumption during the hours of
peak solar production. In addition to the purely financial arguments, being able to demonstrate a relatively high
share of sustainable electricity production is another important aspect. One example would be a grocery store with
frozen and refrigerated food cases that customers repeatedly open and close, as well as lighting, which consumes a
great deal of energy during the hours of peak solar energy production.

Solar energy market forecasts, Sweden

We have built a simplified model for growth in the solar energy market in Sweden based on the Swedish Energy
Agency’s short- and long-term forecasts. We based the model on the Energy Agency’s explicit forecasts through
the end of 2024. After 2024, we have made a linear estimate of demand between 2025-2050 based on the Energy
Agency’s long-term forecast for 2050.
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Source: Swedish Energy Agency, EPB

This forecast was made before energy prices rose to the heights we are seeing now, in a historical context, which
indicates that the forecast is too conservative. It is therefore likely that we are going to see upwards-adjusted forecasts
from the Energy Agency in the future. There are stakeholders who see considerably greater potential (newspaper
opinion piece, 26 May 2022), where potential is set at 30 TWh. Other debaters have refuted this claim, however
(Dagens Nyheter Debatt, 27 May 2022).

Solar energy market forecasts, Europe

In absolute terms, utterly different volumes are spoken of in Europe. There is an almost infinite number of sources,
but most growth figures are in the region of 5-20% CAGR to 2030. For example, REPowerEU, an initiative of the
European Commission, gives a forecast of 600 TWh (terawatt hours). Five EU countries have taken the lead and are
pushing higher growth to about 1,000 TWH:

Source: EU Commission, Bloomberg
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Product lines

Solar cells – thin-film and conventional panels

With one or two marginal exceptions, there are two types of solar cells: conventional solar panels based on crystalline
solar cells applied to a glass sheet, and thin-film solar cells, which are semiconductors deposited on a substrate using
metals other than silicon. The commonly used metals are copper, indium, gallium and selenide (CIGS). Thin-film
technology was predicted to become the dominant technology in the early 2000s, even though it was then mainly
at the research and testing stage. Several former manufacturers of CDs, including Midsummer, invested in the area.

But conditions changed before mass production became possible. The combination of powerful expansion of
production of various raw materials such as aluminium and silicon, based on high energy production and heavy
subsidies, all in China, changed the direction of the market. Conventional solar cell panels, based on crystalline
silicon, glass and aluminium frames, became the dominant technology. The product was standardised with a
dimension of around 1 x 1.6 metres, was relatively heavy and was fragile. China become the absolutely dominant
actor and now accounts for about 70% of global production. The average price went down from about USD 6/W in
the early 2000s to about USD 0.30/W in recent years. Thin-film technology was more or less forgotten and there
are only two companies other than Midsummer that are involved in the technology to the best of our knowledge,
Japanese Solar Frontier (unlisted) and First Solar, listed in the US.

There are some drawbacks to thin-film technology. Lower electricity production per surface unit, resulting in a
higher cost/W compared to conventional panels, is the most glaring. But there are also numerous advantages:

• Low weight, which means the cells can be placed on a roof with marginal anchoring
• The ability to use substrates other than glass, such as steel sheet, which makes it possible to walk on the cells
• Low energy consumption in production: as with other semiconductors, various metal layers are deposited

onto a substrate that uses less material, such as steel, which requires little energy
• Thin-film cells are significantly less sensitive to overshadowing and cloudiness because they are parallel-

connected (conventional panels can also be parallel-connected but at a considerably higher cost)
• Thin-film solar cells can be designed in a manner that makes them fit discreetly onto a roof, such as a

concrete tile roof or folded sheet metal roof
• Because the process is not based on a large supply of raw materials such as silicon, glass, or aluminium that

are produced to a great extent outside Europe, production can be carried out locally in Sweden or in Europe

These advantages make thin-film cells a good fit in the following contexts:

• Roofs that cannot support the load of conventional panels
• When penetration of the waterproofing layer should be avoided
• Roofs that require regular inspection
• Where design is important, i.e., that the solar panels are discreet
• In a world where globalisation is on the retreat, local/regional production is a competitive advantage

Taken together, this gives Midsummer’s products a clearly lower total carbon footprint compared to other energy
sources, including hydropower and wind power. Both energy sources require large quantities of concrete, steel and
fossil-based transports during construction, even if production itself is fossil-free.

Conventional panels - future challenges

The primary advantages of conventional panels, which have dominated the market thus far, are the higher
production per surface unit and the standardised dimensions, which yield major advantages in mass production.
The disadvantages otherwise are:

• High weight
• Energy-intensive - affected by high energy prices and results in a disadvantageous carbon footprint
• Fragile - built on glass
• It is increasingly difficult for the supply of the key raw material, silicon, to meet demand
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• Requires permanent installation and usually with penetration of the waterproofing layer, which can
invalidate guarantees on existing roofing work

• Produced in China, which causes major problems when global supply chains are disrupted
• Standardised dimensions, which means only part of a roof can be used

An example of the latter, where a large part of a normal house roof cannot be used due to the standardised
measurement:

Source: EPB
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Compare this to a panel from Midsummer, which covers a larger part of the roof (the solar panels are the shiny
areas to the right and left of the gable):

Source: Midsummer
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Market positioning and market shares
As previously covered, the market can be divided into standard products in the form of conventional panels and
high-end products like Midsummer WAVE and SLIM. As mentioned, there are several advantages to products from
Midsummer. The company states the following advantages:

• Minimalist and elegant Scandinavian design - adapted to both private homes and commercial and historic
buildings without changing the original architectonic design.

• Production in Sweden - Midsummer owns the entire value chain from development to delivery and all
production is located in Järfälla outside Stockholm. This ensures reliable delivery, low carbon footprint and
decent working conditions.

• Secure and complete installation anywhere in Sweden. Midsummer guides its customers through the entire
process and offers a turnkey contract.

• 90% lower carbon emissions compared to conventional solar panels. Only 17.5 kg per m2 of installed solar
panels compared to more than 200 kg according to independent third-party review.

• Superior performance in shadow - The bypass technology between each cell ensures that overshadowing of
one or more solar cells affects only those cells instead of the entire panel.

• Minimal weight allows simple and safe installation without penetrating the waterproofing layer of the roof.
High output of 24 W/kg, which is more than twice the output per kg of conventional solar panels.

• Flexibility and bendability enable installation on curved surfaces and roofs. The panels can be walked on
during roof maintenance.

• High-output CIGS cells with no toxic cadmium due to the unique Midsummer DUO system

Source: Midsummer

Based on price indications we have gathered for competing products, Midsummer’s products appear to be 10-20%
more expensive than conventional panels. In our assessment, customers are willing to accept the price difference.

The company has also carried out its own interview studies and reports that 85% of all consumers are prepared to
pay 20-30% more than for conventional solar cells based on the demonstrated advantages of Midsummer’s products.

Increased market share likely for Midsummer

Growth in the market for conventional panels is likely to be lower than in the past. Price increases due to increased
raw materials and energy prices and disruptions in global supply chains from China suggest a relative reduction
in imports to Europe over time. The scope for growth using thin-film technology must therefore be considered
particularly favourable.

Thus far, solar cell producers have been regarded as a homogeneous group. We believe the market is going to
increasingly differentiate between companies that work with conventional panels and thin-film producers like
Midsummer. The firms that work with conventional panels are essentially buyers and installers of standardised
products produced by external partners with no actual internal added value. They are exposed to high energy prices
and supply disruptions related to China. Thin-film producers like Midsummer control their own internal, regional
and energy-efficient production. Over time, this should show up in differences in growth and profitability as well
as capital market valuation.

Production capacity is the limiting factor, rather than market growth

It is likely that Midsummer’s growth will be constrained by production capacity rather than market growth in the
next few years. Production is limited by the number of installations and by how many production units are included
in each installation. As we estimate production time for Midsummer’s DUO machines in terms of months, depending
on the component supply, there are clearly limits to how rapidly production can be scaled up. In the meantime, a
shortage of skilled workers is a narrow sector. Last but not least, the installation capacity of external installers is
necessary to manage increasing production.
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Expansion in Italy - a challenge, but huge potential

In Q4 21, Midsummer received support in the form of government grants and soft loans totalling SEK 390 million
for a 50 MW plant, which is 10 times higher than current capacity in Järfälla outside Stockholm. The plant will be
located in Bari in southern Italy and will serve the southern European market.

Given that this is a new market, we have modelled poorer productivity and a lower unit price during the start-up
phase. Over time, productivity be at least equal to that in Sweden.

The prices we have found online for conventional solar panels are similar to Swedish prices for equivalent products,
although it is uncertain whether inverters and other ancillary equipment are included in the total price. The basic
premise, however, is that the price structure should be the same on a pan-European level. Solar panels are a global
product with similar conditions for transport, distribution and installation. Our assessment, however, is that because
the concept is new and it is unlikely customers will be willing to pay premium prices in the same way as in Sweden,
Midsummer is going to have to price itself into the European market.

As market acceptance for the product matures, it should also be possible to adjust the price upwards and apply
premium pricing to the product, as in Sweden.

The technology and thus the scaling effects of established mass production are still in the build-up phase.
Midsummer’s goal for the expansion in Italy is to lower production costs per watt of solar energy produced to the
same level as production costs for conventional crystalline silicon panels. Considering the other advantages of thin-
film technology, accomplishment of this goal would create a product with numerous advantages but few, if any,
drawbacks.

We have drawn up the map of solar energy potential again below, with Bari as the starting point (blue triangle)
and a transparent oval indicating the potential area that can be supplied via the Midsummer factory. In addition to
southern Italy, Spain, Turkey, the Balkans and North Africa can be easily reached via ocean shipping. This makes it
clear that Midsummer has significant potential to supply the part of our immediate area that has the best conditions
for solar energy: the Mediterranean Region.

Source: Wikipedia, Midsummer, EPB

Midsummer – 30 June 2022 18 Erik Penser Bank



Forecasts

Sales

Purely in terms of financial performance, the company has begun 2022 on a strong note. The main reason is that a
grant of about SEK 90m for the business opening in Italy was recognised in Q1'22. Otherwise, our forecast is based
on the following assumptions:

We have assumed that sales of solar cells in Sweden will increase by 15% y/y during the period of 2022e-2024e
because the company cannot produce any more than that. The difficulty of finding workers is constraining what is
otherwise almost unlimited demand at present. We expect an economic cooldown, however, which should generally
improve the situation for hiring and expanding production in general.

With regard to the factory in Italy, we have assumed a progressive increase in production from SEK 5m in Q1'23
in sales value to a quarterly rate of SEK 75m in sales value in Q4'24, which gives annual sales of SEK 250m from
the Italian factory for 2024. Midsummer has already signed contracts equivalent to SEK 250m with three roofing
suppliers and we believe the challenge lies in scaling up production, not in generating demand. The company does,
however, have good experience managing production increases in the Swedish factory and we believe this is a realistic
scenario. We have furthermore assumed that revenues from production equipment, which have historically been
high, will become marginal during the period, albeit not non-existent.

For the period of 2025-2026, we have assumed more general growth of 50% and 10% respectively, based on full
utilisation of production in Italy and some increase of production capacity in Sweden.

This gives the following scenario for revenues (SEKk):

Source: Midsummer, EPB
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EBITDA

We have furthermore estimated that the company will demonstrate a gross margin of 59% with a ratio of 50% between
cost of goods sold and net sales once operations begin to normalise in 2024.

Operating costs will continue to increase in our forecasts, at 27% for external operating and personnel costs and
14% for CAGR 2021-2026.

Taken together, this leads to an EBITDA profile as below (SEKk):

Source: Midsummer, EPB

The relatively strong performance in 2022 is explained by the large state aid item recognised in revenue, while we
estimate a high cost burden in 2023 to manage the significant expansion of production and sales capacity. Following
this, we expect improvements in pace with rising volumes.

The major investment in Italy entails a high level of uncertainty regarding the timing of costs and revenues. As an
investor, it is therefore important to keep this fact in mind when reading financial reports. Short-term deviations
should be overlooked as long as the trend is going in the right direction.

Financing and liquidity

Midsummer is moving into a transformative period. Potential production capacity is increasing by a factor of 10x,
while financing of nearly SEK 400m has been secured. Relative to the company’s market value on the stock exchange
of just about twice that, this puts the challenges of the next few years in perspective. In our assessment, however,
the company will be able to successfully navigate the major expansion of the business. The primary reason, in our
view, is that the economy is probably going to cool down, which should lead to an increase of available resources
in the economy, while financing has already been secured from government agencies and thus constitutes only a
very slight risk.

The company also has a bond that matures in 2024. However, given the strength of the market for green investments,
green bonds in particular, we believe that the company will be able to roll this over with no significant problems.

Overall, we see the following trend for cash flow and liquidity (SEKk):
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Source: Midsummer, EPB
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Valuation
We have chosen to apply a relative valuation model to Midsummer. The method is preferable because equities
in the renewable energy sector are normally highly valued. As peers, we have selected several larger solar cell
companies, based on the argument that Midsummer is about to evolve into a significant regional player with
proprietary technology that is not based on Chinese imports and which has the absolutely lowest carbon footprint
of all commercially successful renewable energy sources based on established technology. This compensates for the
fact that we are comparing a small company listed in Sweden with significantly lower market value than these more
well-established competitors.

Marcet cap

Ticker mkr 2022e 2023e 2024e 2022e 2023e 2024e 2022e 2023e 2024e 2022e 2023e 2024e

First Solar FSLR-US 68 571 2,3x 1,7x 1,4x n/a 21,2x 9,9x 265,6x 30,3x 15,2x -9,2x -1,5x -1,7x

Azure Power Global AZRE-US 8 696 9,3x 7,1x 6,1x 15,9x 11,1x 9,9x 1197,1x 16,3x 11,4x 6,4x 5,2x 4,8x

Clearway Energy CWEN-US 39 395 9,6x 9,5x 9,1x 29,8x 29,4x 28,3x 39,5x 29,9x 31,9x 5,3x 5,4x 5,5x

Sunrun RUN-US 47 792 6,3x 5,8x 4,9x n/a n/a n/a n/a n/a n/a n/a 348,1x 31,6x

SunPower SPWR-US 29 607 1,9x 1,6x 1,4x 51,4x 22,3x 13,2x 57,1x 25,3x 15,8x -0,1x -1,1x -2,0x

VivoPower VVPR-US 360 1,3x 0,7x 0,3x n/a n/a 6,5x n/a n/a 5,5x n/a n/a n/a

SolarEdge SEDG-US 149 205 4,7x 3,8x 3,1x 38,7x 24,5x 19,7x 59,0x 34,3x 26,3x -2,0x -2,0x -2,3x

Canadian Solar CSIQ-US 19 717 0,6x 0,6x 0,6x 13,0x 9,3x 11,5x 10,3x 8,2x 9,2x 3,6x 2,4x 2,0x

Medel 45 418 4,5x 3,8x 3,4x 29,8x 19,6x 14,1x 271,4x 24,1x 16,5x 0,7x 50,9x 5,4x

Median 34 501 3,5x 2,7x 2,2x 29,8x 21,8x 11,5x 58,1x 27,6x 15,2x 1,7x 2,4x 2,0x

Source: Factset

EV/Sales EV/EBIT P/E Net debt / EBITDA

As previously mentioned, we believe the market will increasingly ratchet up the value of companies like Midsummer,
which are working with utterly different types of barriers compared to conventional solar panel suppliers. This is
going to take time, however, and is naturally based on Midsummer successfully completing its journey from minor,
Swedish firm to significantly larger European market player.

We value Midsummer with an EV/S multiple of 4x based on 2025 sales discounted to present value with a WACC
of 8.6%. The EV/S multiple is in line with larger companies listed in the US, with a mean value of 4.5 rounded
downwards. At present, Midsummer is a small and local Swedish player, but in our assessment, the company is
going to be recognised as a major regional player via its expansion in Europe and will thus be valued in parity with
comparable companies in other markets.

Sales 2025e, SEKm 583
EV/S multiple (mean of peers, rounded down) 4
Enterprise value 2025e, SEKm 2 332
Net debt 2025e, SEKm -466
Equity value 2025e, SEKm 1 867
WACC 8,6%
Current value, SEKm 1 344
Shares, m 67,7

Value per share 20

Source: EPB

Sensitivity, multiple valuation

EV/S 7,6% 8,6% 9,6%

3 14 13 13

3,5 17 17 16

4 20 20 19

4,5 24 23 22

5 27 26 25

Source: EPB

WACC
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DCF valuation including sensitivity analysis
Valuation output WACC assumptions Sensitivity analysis

Sum of PV of FCF (explicit period) 159 455       Risk free nominal rate 2,5%

PV of terminal value (perpetuity formula) 850 009       Risk premium 5,5% Long-term growth rate

Enterprise value 1 009 463   Extra risk premium 2,0% 13,4 3,0% 3,5% 4,0% 4,5% 5,0%

Latest net debt 99 565         Beta 1,0 7,6% 15 17 19 22 27

Minority interests  & other -                 Cost of equity 10,0% 8,1% 13 14 16 18 21

Equity value 909 898      Cost of debt (pre-tax) 8,0% WACC 8,6% 11 12 13 15 17

No. of shares outstanding (millions) 67 741,4      Tax rate 20% 9,1% 9 10 11 13 14

Equity value per share (SEK) 13               Target debt/(debt + equity) 40% 9,6% 8 9 10 11 12

WACC 8,6%

Implicit multiples 2025 2026 2027 Long-term EBIT margin

EV/Sales 1,7         1,6            1,4              Terminal value assumptions 13 7,0% 9,5% 12,0% 14,5% 17,0%

EV/EBITDA 11          10             8                 Long term growth rate 4,0% 7,6% 11 15 19 24 28

EV/EBIT 17          14             12               Long term EBIT margin 12,0% 8,1% 9 12 16 20 23

EV/NOPLAT 21          17             15               Depreciation (% of sales) 3,0% WACC 8,6% 7 10 13 17 20

Capex (% of sales) 3,0% 9,1% 6 9 11 14 17

Current Share price 9                 Working cap. (% of sales) 25% 9,6% 5 7 10 12 14

Upside / Downside % 49% Tax rate 20%

Källa: EPB

Our calculated DCF value is lower than our calculated value based on relative valuation.
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Risk analysis
Operational risk

Our assessment is that the operational risks are negligible. In a legal context, the products are simple and entail no
liability after delivery. An external installer is responsible for the installation and thus bears the risk of any damage
or subsequent moisture penetration. If the cell does not deliver the promised output according to the specification,
it can be easily replaced. In addition, solar cells age and output goes down over time, which means that claims
concerning solar cells cannot normally be made long after installation.

Financial risk

The company appears to be relatively heavily indebted. At present, the company is financed with a bond of SEK 200
million that matures in 2024. But our assessment is that the supply of green financing is widespread and the company
thus should not encounter any serious problems refinancing its debt. The expansion in Italy is partially financed with
soft loans, which further increases the financial risk. Soft loans, however, normally entail significant optionality in
terms of repayment, interest rates, etc. Our assessment is that the main priorities of the Italian government, which is
providing the financing, are the green transition, the shift away from dependency on gas and coal, and job creation.

Patents

Midsummer reports that they have patents on the technology in Europe, the US and China. In addition, there are
entry barriers to the production process; which metals and the proportions in which they must be applied are
critical to producing a product of sufficient quality to justify the price. Given the current energy crisis in Europe
and the significant demand to which it is leading, we do not consider competition the main barrier to growth and
profitability.

Expansion in Italy

Italy is an entirely new market for Midsummer, but since it is in Western Europe, this must be considered a moderate
risk in the context.

Raw materials

The use of materials is low for the production of semiconductors because the metal layers are incredibly thin. The
substrate on which the metals are deposited is standard steel. In the context, Midsummer is, in global terms, a small
semiconductor producer and we have difficulty seeing the supply of raw materials as a material risk.

Electricity prices

We consider the risk of a return to the pricing regimes that characterised the European market with low, in absolute
terms, and real falling prices to be minimal considering the changes that have occurred and which, in our view, are
going to continue in terms of both supply and demand. If, on the other hand, electricity prices were to tumble, it
would eliminate an incentive to invest in renewable energy.

Insolation

Although it seems unlikely from the short-term perspective, reduced insolation due to meteorological factors, for
example, would reduce production and thus one of the main reasons for investing in solar energy.
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ESG
Environment

In taking its environmental responsibility, Midsummer works with the UN Sustainable Development Goals (SDGs)
to the benefit of current and future generations. The company has established several guidelines and targets to
guarantee that its environmental work aligns with the SDGs. As Midsummer manufactures and installs discreet solar
cell roofs for the private and public sector markets, production of renewable energy is the core of its business. Their
goal is to be involved in meeting the future energy needs of the world, and renewable sources like solar energy are
essential to the effort. One of the company’s ambitions is to help reduce the environmental impact of cities and
improve general air quality. The goal is to create a secure and sustainable society that makes a healthier lifestyle
possible for everyone by utilising the available space on rooftops to supply cities with renewable energy. Production
is located in Sweden, which reduces environmental impact, and the product has a guaranteed lifetime of 10 years with
an expected peak output of 90%. No further maintenance is required during that time and production of the product
includes minimisation of the use of chemicals in accordance with Swedish standards and thus reduces pollution
of air, land and water. To satisfy a circular flow of resources even at the end stage of the life cycle, a preparatory
product is ongoing to implement recycling strategies so that key components can be reused. Compared to other
solar panels, Midsummer’s product has a 90% lower carbon footprint due to the efficient production system.

Social

Midsummer applies five guidelines to ensure a good work environment for its employees. These include good ethics,
equal treatment, a safe work environment, good quality of life and training opportunities. They also comply with
guidelines set down in the Universal Declaration of Human Rights (UN), the ten principles of the UN Global Compact
and the International Labour Organization (ILO) and are committed to taking responsibility for the impact of their
business on employee and community rights. Equal opportunity is a fundamental principle within the company,
which has zero tolerance for gender discrimination, which is also meant to apply to the entire value chain. Equal pay
regardless of gender and promotion of opportunities to combine working life and parenthood are part of the wider
equal opportunity programme. Midsummer does its utmost to be a safe workplace and has internal procedures and
policies to prevent accidents and incidents in the production and operation phases. The company engages in open
dialogue with stakeholders, which fosters greater insight and knowledge to improve current and future innovations.

Governance

Midsummer is a Swedish public company domiciled in Stockholm. Company management complies with Swedish
law, applies the Swedish Corporate Governance Code and complies with the Nasdaq First North Stockholm Rulebook
for Issuers. At present, the company’s board is composed of five directors, including one woman. The executive
management team comprises six individuals, including one woman.
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Ownership structure, board and management
The largest shareholders in Midsummer in terms of both equity and voting rights are Liang Gao and director Philip
Gao, each with 9.31% of equity and votes. H. Waldaeus AB is the second-largest, with 7.61% of equity and voting
rights, followed by Nordea Fonder with 6.11% and director Jan Lombach with 5.39%.

Board of directors

At present, the board of directors of Midsummer is composed of 5+1 directors, who are presented below.

Jan Johansson - Board Chair
Director since 2021, chair since 2021. Former CEO of SCA and Boliden and senior positions with companies including
Telia, Vattenfall and Shell. Current roles include serving as a director for Vinda, Organoclick, Optigroup, Kährs
Group and Serneke. Independent in relation to the company and major shareholders.

Jan Lombach - Director
Director since 2006 and holds 5.39% of equity and votes via shareholdings and closely related companies. Former
partner in Vinge AB and international partner in White & Case LLP. Current director of the Swedish Shareholders’
Association and an independent business owner. Independent in relation to the company.

Philip Gao - Director
Director since 2015 and holds 9.31% of equity and votes. Bachelor’s degree in economics and environmental science
from the University of California. Independent in relation to the company.

Lisa Pers-Ohlsén - Director
Director since 2021. Professional history includes positions as head of marketing for Comfort-kedjan AB and Rusta
AB. Independent in relation to the company and major shareholders.

Claes Hoffman - Director
Director since 2021. Former CEO of Nordic Datadistribution AB, Synergica AB and Sundsvall Byggnads AB and
director of Skillsgroup PLC. Owner of Gapol AB and board chair for the architectural firm of Kjellander & Sjöberg
Arkitektkontor. Independent in relation to major shareholders.

Johan Magnusson - Director
Director since 2021. President and CEO of Kährs Group. Previous roles include managing director within the Owens
Corning Group and senior positions with Assa Abloy, Ruukki, Swedoor and Hilding Anders. Independent in relation
to the company and major shareholders.

Management

Sven Lindström - CEO
One of the founders of Midsummer and former head of subsidiary at M2 America Corp. Independent in relation
to major shareholders. MSc in industrial economics with a concentration on Japan from Linköping University of
Technology.

Eric Jaremalm - CFO and & Executive VP
One of the founders of Midsummer, formerly with companies including Micronic Japan KK. MSc in industrial
economics with a concentration on Japan from Linköping University of Technology.

Klara Takei - R&D Manager
Previous experience in the glass industry prior to joining Midsummer in 2014. MSc in materials science and
engineering and MSc in sustainable energy engineering, both from the Swedish Royal Institute of Technology (KTH),
and professional diploma from the National School of Glass in Orrefors, Sweden.

Alex Witt - COO
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Previous experience from Micronic and Restatic Trancel prior to joining Midsummer in 2010. MSc in mechanical
engineering, KTH.

Maria Huttunen - Head of Construction
Joined Midsummer in 2016. MSc in design and product development, KTH.

Torbjörn Andersson - Process Manager
Joined Midsummer in 2017. Former project manager and technology developer at Techmarket Sweden AB. Degree
in chemical engineering with a concentration in energy and environmental technology, KTH.
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Case scorecard

Source: Midsummer, EPB
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P&L, SEKk
2019 2020 2021 2022e 2023e 2024e 2025e 2026e

Net sales 184 468    71 954      94 406      146 230    150 778    368 933    583 093    640 202    

Growth Nm -61% 31% 55% 3% 145% 58% 10%

Capitalised work on own account 13 845       23 562       24 868       21 834       21 862       21 846       29 155       32 010       

Other operating income 2 857         23 513       16 995       101 906      12 000       12 000       17 493       19 206       

Costs of goods sold -107 153    -41 199      -91 969      -141 843    -75 389      -184 467    -291 547    -320 101    

Gross profit 94 017      77 830      44 300      128 127    109 252    218 313    338 194    371 317    

Cost of goods sold / Net sales 58% 57% 97% 97% 50% 50% 50% 50%

Other external costs -18 627      -17 994      -33 968      -51 180      -52 772      -64 563      -102 041    -112 035    

Staff costs -65 905      -72 176      -78 118      -87 738      -107 053    -110 680    -145 773    -153 649    

EBITDA 9 012        -50 043     -72 774     -10 792     -50 574     43 070      90 379      105 633    

EBITDA margin 4,9% -69,5% -77,1% -7,4% -33,5% 11,7% 15,5% 16,5%

Depreciation -32 108 -24 445 -38 226 -35 547 -41 390 -34 154 -31 462 -30 980

EBIT -23 096     -74 488     -111 000   -46 338     -91 963     8 916        58 918      74 653      

EBIIT margin -12,5% -103,5% -117,6% -31,7% -61,0% 2,4% 10,1% 11,7%

Financial income 1 380,0      876,0         1 945,0      -                -                -                -                -                

Financial costs -13 733 -18 871 -21 175 -21 553 -26 553 -51 553 -25 777 -25 777

Pre-tax profit -35 449     -92 483     -130 230   -67 892     -118 517   -42 638     33 141      48 877      

Tax, actual -4 843        -                719            -                -                -2 132        3 314         4 888         

Net income -40 292     -92 483     -129 511   -67 892     -118 517   -44 770     36 455      53 764      

EO items, after tax -                -                -                -                -                -                -                -                

Net profit, adjusted -40 292     -92 483     -129 511   -67 892     -118 517   -44 770     36 455      53 764      

Net margin -21,8% -128,5% -137,2% -46,4% -78,6% -12,1% 6,3% 8,4%

Source: Company, EPB
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Balance sheet, SEKk
2019 2020 2021 2022e 2023e 2024e 2025e 2026e

Assets

Fixed assets

Intangible assets 31 434 45 436 53 249 78 839 105 225 123 672 152 827 184 837

Tangible assets 35 904 66 571 142 186 150 508 124 196 108 489 103 266 101 096

Right-of use assets 25 204 14 882 12 333 12 333 12 333 12 333 12 333 12 333

Finacial fixed assets 40 40 40 40 40 40 40 40

Total Fixed assets 92 582 126 929 207 808 241 721 241 795 244 534 268 466 298 305

Current assets

Inventories 23 732 26 682 30 384 33 042 73 115 120 623 184 467 204 083

Accounts receivable 6 464 22 767 22 782 28 322 43 869 60 311 110 680 116 619

Other current assets 117 862 126 405 71 101 66 084 102 361 105 545 73 787 116 619

Cash and cash equivalents 111 015 217 610 159 161 110 213 157 953 65 808 50 016 43 389

Total current assets 259 073    393 464    283 428    237 661    377 298    352 287    418 949    480 709    

Total assets 351 655    520 393    491 236    479 381    619 093    596 821    687 415    779 015    

Equity & liabilities

Equity

Equity 100 271 255 933 252 956 185 064 66 548 21 778 58 233 111 998

Total long-term liabilities

Long-term interest-bearing liabilities 213 774 209 294 207 823 257 823 507 823 507 823 507 823 507 823

Long-term lease liabilities 0 0 0 0 0 0 0 0

Other long-term liabilities 1 484 187 0 0 0 0 0 0

Long-term liabilities 215 258 209 481 207 823 257 823 507 823 507 823 507 823 507 823

Total current liabilities

Current interest-bearing liabilities 8 154 6 331 7 710 7 710 7 710 7 710 7 710 7 710

Accounts payable 16 249 34 387 10 107 14 161 21 934 22 617 55 340 87 464

Other current liabilities 11 723 14 261 12 640 14 623 15 078 36 893 58 309 64 020

Total current liabilities 36 126 54 979 30 457 36 494 44 722 67 220 121 359 159 194

Total equity & liabilities 351 655 520 393 491 236 479 381 619 093 596 821 687 415 779 015

Source: Company, EPB

Midsummer – 30 June 2022 30 Erik Penser Bank



Cash flow statement, SEKk
2019 2020 2021 2022e 2023e 2024e 2025e 2026e

EBIT -23 096 -74 488 -111 000 -67 892 -118 517 -42 638 33 141 48 877

Paid tax/other 7 107 1 912 22 844 0 0 -2 132 3 314 4 888

Depreciation 0 0 0 35 547 41 390 34 154 31 462 30 980

Working capital -56 889 -7 118 24 769 2 856 -83 668 -44 636 -28 315 -30 552

Cash flow from operations -72 878 -79 694 -63 387 -29 489 -160 795 -55 252 39 602 54 193

Cash flow from investments

Investments in fixed assets -31 294 -29 081 -90 347 -43 869 -15 078 -18 447 -26 239 -28 809

Investments in intangible fixed assets -13 895 -23 919 -25 000 -25 590 -26 386 -18 447 -29 155 -32 010

Cash flow from investments -45 189 -53 000 -115 347 -69 459 -41 464 -36 893 -55 394 -60 819

Cash flow from financial activities

Change in liabilities 0 0 0 50 000 250 000 0 0 0

New issue 0 247 963 125 870 0 0 0 0 0

New loans 190 561 -6 480 -535 50 000 250 000 0 0 0

Leasing debt -14 832 -2 891 -6 363 0 0 0 0 0

Cash flow from financial activities 175 729 238 592 118 972 50 000 250 000 0 0 0

Change in cash and cash equivalents 57 662 105 898 -59 762 -48 948 47 741 -92 145 -15 792 -6 627

Cash and cash equivalents 111 015 217 610 159 161 110 213 157 953 65 808 50 016 43 389

Source: Company, EPB

Erik Penser Bank 31 Midsummer – 30 June 2022



Key ratios

Growth and margins

2019 2020 2021 2022e 2023e 2024e 2025e 2026e

Revenue growth -61% 31% 55% 3% 145% 58% 10%

EBITDA growth, adjusted -655% nm nm nm nm 110% 17%

EPS growth, adjusted nm nm nm nm nm nm 47%

Gross margin 51% 108% 47% 88% 72% 59% 58% 58%

EBITDA margin, adjusted 5% neg neg neg neg 12% 16% 17%

EBIT margin, adjusted neg neg neg neg neg 2% 10% 12%

Tax rate 0% 0% 0% 0% 0% -5% -10% -10%

Return

2020 2021 2022e 2023e 2024e 2025e 2026e

ROE, adjusted neg neg neg neg neg 91% 63%

ROCE, adjusted neg neg neg neg 2% 11% 12%

ROIC neg neg neg neg 2% 12% 13%

Inventories / total revenue 37% 32% 23% 48% 33% 32% 32%

Working Capital / total revenue 312% 156% 107% 170% 94% 83% 92%

Capital turnover rate 0,1x 0,2x 0,3x 0,2x 0,6x 0,8x 0,8x

Financial position

2019 2020 2021 2022e 2023e 2024e 2025e 2026e

Net debt 110 913 -1 985 56 372 155 320 357 580 449 725 465 517 472 144

Equity ratio 29% 49% 51% 39% 11% 4% 8% 14%

Net debt / equity ratio 111% -1% 22% 84% 537% 2065% 799% 422%

Net debt / EBITDA 12,3x 0,0x -0,8x -14,4x -7,1x 10,4x 5,2x 4,5x

Per share

2019 2020 2021 2022e 2023e 2024e 2025e 2026e

EPS -1,3 -2,7 -2,2 -1,0 -1,7 -0,7 0,5 0,8

EPS, adjusted -1,3 -2,7 -2,2 -1,0 -1,7 -0,7 0,5 0,8

FCF per share -3,8 -3,8 -3,0 -1,5 -3,0 -1,4 -0,2 -0,1

Dividend per share 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0

BV per share 3,2 4,3 3,7 2,7 1,0 0,3 0,9 1,7
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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, financial 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 financial instruments are
associated with financial 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 reflects a value for the share on the day the analysis is published in a range corresponding to approximately 5-10%. The Bank uses
several different valuation models to value financial instruments, such as cash flow 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.
Significant 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 classified on a High-Medium-Low scale based on a number of known parameters relevant
to the company. A general guideline for being classified as low risk is that the company has positive cash flow and that no individual factor affects
net sales by more than 20%. The corresponding general description of high risk is that the company has not achieved positive cash flow or that
an individual factor affects 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 classifications 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 Conflicts of Interest Policy. The aim of these policies is to protect against and prevent conflicts
between the interests of clients and departments within the Bank. The approach used by the Bank to prevent conflicts 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 financial 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 profits but which is never linked to the financial performance of
another department. Neither the Bank nor the individuals who compiled the Publication have holdings (long or short) in the financial 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)
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