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Equity Research | MOTION DISPLAY: Strong
gross margin driving another profitable quarter

MODI reported Q2'24 sales largely in line with last year, at SEK 7.4m compared to SEK 7.6m in
Q2'23. The gross margin increased by 6ppt due to a higher number of projects and fewer
displays per project, resulting in a net profit of SEK 0.4m. Component build-up, however,
turned cash flow negative for the quarter. The global retail index has sharply recovered, up
27% year-to-date, providing tailwinds for in-store marketing investments. The share has held
up well following the +100% gain after the Q1'24 report. With continued support for a fair value
of SEK 1.9-2.3, we believe the share has more potential, although investors should brace for
some short-term softness in Q3'24.

Tailwind for in-store marketing

Order intake in Q2 saw a slight pullback to SEK 2.8m, down from SEK 4.4m a year ago, with most
orders arriving toward the end of the quarter. \With an order backlog at SEK 2.2m (compared to
SEK 4.2m), this suggests that investors should prepare for a slightly softer Q3. However, the global
retail index has shown strong performance, up 27% year-to-date, indicating favorable conditions
for in-store marketing investments. Collaborations with global procurement organizations, which
serve as key gateway partners to the company's customers, should also help diversify revenues
and drive growth going forward. Overall, we expect any softness in H2 to be short-lived.

Further upside in the cards

Liquidity remains a concern for the company, as the build-up of components, coupled with long
payment terms from customers and advance payments to suppliers, strains cash flow. With cash
now at SEK 3.5m, a rights issue is not our primary expectation for the next 12 months. We maintain
our forecast of SEK 33m in sales for 2024e and a 12% annual growth rate thereafter. With a long-
term gross margin target of 50%, which might be somewhat conservative, and a discount rate
(WACC) of 23%, our combined DCF and target multiple valuation (1x sales '24) support a fair value
range of SEK 1.9-2.3 per share, suggesting the share still has upside potential.

Read the full report here: https.//www.emergers.se/motion_l24/
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About Emergers

This is a press release from Emergers.

DISCLAIMER

Information provided here or on Emergers' website emergers.se is not intended to be financial
advice. Emergers receives compensation for writing about the company in question. The company
has been given the opportunity to influence factual statements before publication, but forecasts,
conclusions and valuation reasoning are Emergers' own. Articles of analysis shall not be construed
as a recommendation or solicitation to invest in the companies described. Emergers cannot
guarantee that the conclusions presented in the analysis will be met. Emergers cannot be held
liable for either direct or indirect damages caused by decisions made on the basis of information in
this analysis. Investors are encouraged to seek additional information as well as consult a financial
advisor prior to any investment decision.

For more information and complete terms, please see emergers.se.
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