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Quickbit
Extending the product family
Q3 report
Net sales in Q3 amounted to EUR 92.1m (91.2), corresponding to growth of 1%. Revenues were generated
exclusively B2B from the company’s affiliate solution. Quickbit added currencies during the quarter to the
app, which now supports a total of seven currencies. The company began its B2C growth journey after the
end of the quarter with the launch of the Quickbit Card in Sweden.
Gross margin still in line with targets
The company is reporting a gross margin of 4%, resulting in gross profit of EUR 3.7m. Operating profit was
EUR 0.2m for the quarter. Personnel costs are increasing y/y but other external expenses are decreasing.
Operating profit was EUR 0.2m (1.2).
Valuation
As revenues during the quarter were lower than expected, we are adjusting our estimate for the forecast
period. Details are provided below. We value Quickbit using a multiple-based approach for 2022-23e. The
valuation is augmented with a DCF model. See the complete review in the valuation section. We see a fair
value of SEK 6.00-6.20 per share (SEK 7.60-7.80).
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Overview
Extending the product family

Investment Case
Quickbit provides financial services for cryptocurrencies. The company has reshaped its operations to
focus primarily on Europe, while at the same time working actively with product development, and has
now developed services in both B2B and B2C. Quickbit currently has an extensive network of merchants
(marketplaces) and plans for continued expansion in the B2C segment of the market for cryptocurrency
payment solutions. This broad network lays the conditions to attract customers to its own B2C platform
and thus drive cost-effective conversion to new product segments. We see attractive aspects such as high
scalability, a broad customer network and strong underlying structural growth.
In the long term, the company has plans to develop applications in DeFi, decentralized finance, which in
simple terms includes traditional banking services integrated in a blockchain platform. However, these
applications are so far not included in the company’s product offering. The latest reports mention ambitions
to develop an initial DeFi product, called Earn Wallet, that will enable the lending of cryptocurrencies.
Company Profile
Quickbit provides financial services for cryptocurrencies. The company has historically had its main business
in an affiliate service, a B2B solution that has enabled merchants to take payments in cryptocurrency.
Through newly launched products, Quickbit is targeting its business to offer B2C solutions, such as QuickBit
App, for trading cryptocurrencies, and Quickbit Card, which allows users to pay with cryptocurrencies when
making card purchases online or in store. QuickBit Pay is the company’s plug and play solution for emerchants. The company was founded in 2016 and was listed on the stock exchange in 2019.
Valuation approach
We value Quickbit using a multiple-based approach, with the valuation based on a forward-looking EBIT
multiple for 2022/23e. Overall, we value Quickbit at 12x operating profit for the 2022/23 year (13x). This
indicates a value per share of SEK 6.00.
We also underpin the valuation of Quickbit with a DCF model for the period of 2022-2030. Going forward, we
believe the company will receive a significant contribution from the B2C business, although the business is
competitive. Our DCF model uses a discount period up to 2030 and a WACC of 12.5%. We assume a long-term
EBIT margin of 10%, supported by high industry margins that are intensifying the competitive situation over
time. Our DCF gives a fair value of SEK 7.60 per share. Taken together, we see a fair value of SEK 6.00-6.20
per share (SEK 7.60-7.80), where the multiple approach takes the lead.
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Quickbit Affiliate
Quickbit Affiliate is a B2B service that allows e-merchants to offer cryptocurrency payments. Users offering
cryptocurrency payments can employ Quickbit’s solutions to make it easier for the customer to complete the
transaction. Customers can be referred to Quickbit for the purchase of cryptocurrencies, which are then employed
on the user’s website. Transactions through Quickbit’s solution result in shorter payment times for e-merchants, no
acquirer charges and low fraud risk. Its customers are igaming operators.
Quickbit Merchant
Quickbit Merchant is Quickbit’s solution that enables e-merchants to accept and make payments in crypto-to-crypto
transactions. Quickbit Affiliate and Quickbit Merchant together form the company’s B2B offering. The application
means that e-merchants are not exposed to currency risk since the e-merchant receives payments in cryptocurrency
and thus does not require an exchange process. Quickbit Merchant is planned for launch in Q4 2021/22.
Quickbit Card and Quickbit App
Quickbit’s app is a B2C solution that enables the user to make transactions in cryptocurrencies. QuickBit App was
launched in Sweden in 2021, and at the end of 2021 the app was also launched in Norway. It supports the use of
bitcoin, litecoin, bitcoin cash, ethereum, cardano, chainlink and polkadot. Quickbit Card is expected to launch in
Q3 2021/22. Quickbit’s strategic focus is to drive users to the B2C business from Quickbit Affiliate, and thereby
reduce the cost of customer acquisition.
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The quarter in detail
Net sales in Q3 amounted to EUR 92.1 million, corresponding to growth of 1% y/y. Revenues were lower than our
estimate of EUR 112 million because no new customers were added in Q3. In our estimation, this is because Quickbit
is focusing its resources on the company’s product launches, including the launch of the debit card in Sweden this
quarter. We believe Quickbit will have the capacity in the future to continue expanding by adding new merchants.
Estimate changes
Our estimate changes are summarized below. In our view, Quickbit’s current B2B revenues via the affiliate business
have already shown and will continue to demonstrate resilience against price volatility in underlying crypto-assets.
This equips the company to continue driving growth by adding new customers. Revenues are still driven by activity
among the company’s customers, which are primarily igaming firms. We are adjusting revenues for the current
year to reflect the lower than expected number of merchants in Q3. We predict strong contributions from the B2C
business in the next two years. We are also making a slight upwards adjustment to operating costs for the next
few years.
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Valuation
Our valuation assumptions for the DCF model and our assumptions for the multiple valuation are summarized
below. Our DCF model uses a discount period up to 2030 and a WACC of 12.5%. We assume a long-term EBIT margin
of 10%, supported by high industry margins that are intensifying the competitive situation over time. Our DCF gives
a fair value of SEK 7.60 per share.

Below we summarize the sensitivity for assumptions on WACC, long-term growth, and long-term EBIT margin.
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Our assumptions for the relative valuation are summarized below. We assume that Quickbit should have a certain
discount against sector companies. Growth profiles are similar for the sector companies, but peers have relatively
higher margins for 2023. In the light of the multiple contractions in the sector, we are choosing to apply an EBIT
multiple of 12x operating profit for 2022/23e. This indicates a fair value of SEK 6 per share. All things considered,
we see a new fair value of SEK 6.0- 6.2 per share.
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Balance sheet
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Cash flow statement

Growth and margins
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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)

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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