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Kongsberg Automotive ASA

Poised for an Upswing in a Changing Market

Kongsberg Automotive ASA (“Kongsberg” or “the Company”) is a
worldwide supplier of automotive components, specializing in two
main segments: Flow Control Systems (“FCS”) and Driver Control
Systems (“DCS”). Kongsberg’s product portfolio indudes systems for
managing vehicle fluids, enhancing driver control and specialized
automotive solutions. Kongsberg is focused on securing long-term
contracts lasting from 5 to 10 years, with current customers such as
major market actors Volvo and Volkswagen, these contracts are
structured with initial high-margin products followed by recurring
service and component sales, ensuring stable revenue streams and
economies of scale. Furthermore, the Company has sold non-core
businesses to streamline operations and focus on key areas to
improve efficiency and profitability. Kongsberg is estimated to attain a
compounded annual growth rate (CAGR) of 2.8%, between 2023 and
2026. Based on an equally weighted DFC and peer valuation, an
implied potential price per share of NOK 2.0 is motivated in a Base
scenario.

= Acceleration of EV Adoption Drives Market Growth

The global shift toward electric vehicles (“EV:s”) and autonomous
driving is accelerating, with projections indicating an increase from
40m EVs in 2023 to 145m by 2030, a market Kongsberg is well-
positioned to capitalize on with the Company's solution in Driver
Control Systems (“DCS”), which enhances vehicle control and Flow
Control Systems (“FCS”), ensuring optimal battery performance and
longevity in EVs. The Company has a broad customer base, incuding
Volvo and Volkswagen, and is set to continue growing its top line as
increased EVs, equipped with both DCS and FCS, are sold. The
positive effects of increased EV sales through the customer base have
already begun, as the company’s revenue from the EV segment
increased from NOK 9,388.1m in 2022 to NOK 9,970.4m in 2023, with
an estimated increase to NOK 10,212.0m in 2026.

= Expansion into the Fluid Application Market

Kongsberg is increasing the focus on fluid management systems,
which are crucial for various industrial uses, such as cooling systems
for data centers. The global market of industrial pumps is expected to
grow from USD 67.8bn in 2023 to USD 108.0bn by 2032, resulting in
an annual growth rate of 5.2%. This growth is due to increased
industrial activities and the need for efficient fluid handling, which is
essential for minimizing downtime and reducing maintenance costs.
Analyst Group estimates an increase of Kongsberg’s sales from NOK
478.6m in 2023 to NOK 689.9m by 2025 and NOK 1,194.0m by 2028,
outpacing the underlying market growth. This is estimated to be driven
by Kongsberg’s investment in automation technologies and expansion
into key markets such as China and India.

= Focus on Core-Business Enable Higher Margins

Kongsberg is improving efficiency and profitability by selling non-core
businesses, moving production to lower-cost regions, and reducing
the number of factories. In 2023, Kongsberg started using automated
manufacturing processes and robotics in key production lines to cut
labor costs and increase output. These steps are expected to lower
production costs by 15.8% by 2026, resulting in an estimated EBITDA
margin increase from 1.3% in 2023 to 8.5% by 2026, when Kongsberg
is estimated to have completed the integrations of these changes. In
tandem with improved EBITDA margin, divestment of non-core
businesses is set to reduce CAPEX from 5% in 2023 to 4% from 2024
onwards, with an estimated improvement of free cash flow from NOK
-86.6.m in 2023 to NOK 117.7m by 2026.
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Morgan Stanley 21.1%
Saxo Bank A/S 4.1%
Nordnet Bank AB 3.6%
Kongsberg Automotive ASA 2.3%
Citibank 1.6%
Estimates (NOKm) 2023A 2024E 2025E  2026E
Revenue 10,088.6 10,206.6 10,420.8 10,795.9
C0GS -4,8443 -47052 -47623 -4912.1
Gross Profit 5,261.3 5,501.3 5,658.5 5,883.8
Gross Margin 52.1% 53.9% 54.3% 54.5%
Operating Costs 51117 -46956 -47949 -4966.5
EBITDA 150.5 806.3 917.7 954.4
EBITDA Margin 1.3% 7.9% 8.3% 8.5%
P/S 0.2x 0.2x 0.2x 0.2x
EV/S 0.3x 0.3x 0.3x 0.3x
EV/EBITDA 5.4x 3.5x 3.2x 3.0x
EV/EBIT -11.3x 6.3x 5.4x 5.1x
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Disclaimer

These analyses, documents and any other information originating from AG Equity Research AB (Henceforth “AG) are
created for information purposes only, for general dissipation and are not intended to be advisory. The information in
the analysis is based on sources, data and persons which AG believes to be reliable. AG can never guarantee the
accuracy of the information. The forward-looking information found in this analysis are based on assumptions about the
future, and are therefore uncertain by nature and using information found in the analysis should therefore be done with
care. Furthermore, AG can never guarantee that the projections and forward-looking statements will be fulfilled to any
extent. This means that any investment decisions based on information from AG, any employee or person related to AG
are to be regarded to be made independently by the investor. These analyses, documents and any other information
derived from AG is intended to be one of several tools involved in investment decisions regarding all forms of
investments regardless of the type of investment involved. Investors are urged to supplement with additional relevant
data and information, as well as consulting a financial adviser prior to any investment decision. AG disclaims all liability
for any loss or damage of any kind that may be based on the use of analyzes, documents and any other information
derived from AG.

Conflicts of Interest and impartiality

To ensure AG’s independence, AG has established compliance rules for analysts. In addition, all analysts have signed an
agreement in which they are required to report any and all conflicts of interest. These terms have been designed to
ensure that COMMISSION DELEGATED REGULATION (EU) 2016/958 of 9 March 2016, supplementing Regulation (EU)
No 596/2014 of the European Parliament and of the Council with regard to regulatory technical standards for the
technical arrangements for objective presentation of investment recommendations or other information recommending
or suggesting an investment strategy and for disclosure of particular interests or indications of conflicts of interest.
Compliance policy: https://analystgroup.se/interna-regler-ansvarsbegransnina/ (Swedish)

Other

This analysis is a task analysis. This means Analyst Group has not received payment for doing the analysis. The
Principal, Kongsberg Automotive ASA (furthermore” the Company”) has had no opportunity to influence the parts
where Analyst Group has had opinions about the Company's future valuation or anything that could constitute an
objective assessment.

The parts that the Company has been able to influence are the parts that are purely factual and objective.
The analyst does not own shares in the Company.

This analysis is copyright protected by law © AG Equity Research AB (2014-2024). Sharing, dissemination or equivalent
action to a third party is permitted provided that the analysis is shared unchanged.
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