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Safello: Charts course through crypto volatility
Redeye states Safello's report came in on the weaker side in a quarter with a challenging backdrop.
Still, average transaction size was a positive surprise, 15% above RRe, though order volumes were
21% below expectations. Safello is balancing new revenue initiatives against costs while navigating
volatile cryptocurrency markets. To return to positive EBITDA in the near term, the company must
achieve faster results from its product initiatives, with its ETP and decentralised AI ventures likely
playing a key role, or benefit from an improved market backdrop. A significant positive is Safello’s
strong liquidity position, affording it time for these ventures to yield results and for more data to
emerge that could bolster investor confidence in their success. Redeye revise its estimates and fair
value range.

Challenging market

Safello’s net sales were SEK194m, 9% below RRe and up 1% y/y. Despite a challenging market, the average transaction size was a positive

surprise, 15% above RRe, though order volumes were 21% below expectations and fell 9% y/y. An adj. EBITDA loss of SEK1.4m resulted

from higher OPEX – partly due to ~SEK0.6m in one-off MICA implementation costs – and weaker sales.

Chaff from the wheat

Safello upgraded its user interface with a new trading experience, expanded its coin offering, and reduced staking fees. However, the

challenging market makes it difficult to separate the chaff from the wheat and gauge the quarterly impact of these initiatives. New and

active customers fell 31% and 17% y/y, respectively. The company reports positive user feedback upon launching new features. Several

features launched in Q4 2024 coincided with a strong crypto market post-US election. Conversely, feature launches in Q1 2025 met a

weaker market and coincided with softer results, suggesting market conditions significantly influence performance.

Revised estimates and fair value range

We have reduced our estimates to reflect lower sales and higher OPEX than anticipated. We view Safello as being in a precarious

situation, balancing new revenue initiatives against costs while navigating volatile cryptocurrency markets. To return to positive EBITDA in

the near term, the company must achieve faster results from its product initiatives, with its ETP and decentralised AI ventures likely

playing a key role, or benefit from an improved market backdrop. While crypto prices have rallied from their Q1 2025 lows – a positive

development – the mid-Q2 to mid-Q3 period typically sees seasonally low activity. A significant positive is Safello’s strong liquidity

position, affording it time for these ventures to yield results and for more data to emerge that could bolster investor confidence in their

success. Our revised estimates lead to a reduction in our fair value range from SEK2.9-15.4 to SEK2.6-14.6 and our Base Case from

SEK7.6 to SEK7.0.

Key Financials

SEKm 2022 2023 2024 2025e 2026e

Total Revenue 639.0 562.0 772.6 745.6 747.1

Revenue Growth -15.7% -12.1% 37.5% -3.5% 0.2%

EBITDA -12.4 -2.0 9.9 -11.3 -12.2

EBIT -21.5 -0.35 8.4 -17.6 -13.0

EBIT Margin -3.4% -0.1% 1.1% -2.4% -1.7%

Net Income -21.5 -0.45 9.0 -17.8 -13.0

EV/Sales 0.1 0.1 0.1 0.1 0.2

EV/EBIT -2.8 -207 9.8 -6.3 -9.5

Bear 2.60

Base 7.00

Bull 14.6

Price 6.08
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Q1 2025 review

Net sales were SEK194.1m, against a Redeye Research Estimate (RRe) of SEK212.4m (a -9% deviation). The gross margin, adjusted for fair
value gains and losses, was 5%, slightly below the RRe of 6%. Lower crypto prices, which hurt withdrawal fees denominated in
cryptocurrency, were the primary reason for the reduced gross margin. The number of orders fell 21% below RRe, while the average
transaction size was 15% above RRe, reversing the Q4 2024 pattern. The strength in average transaction size is somewhat surprising, as
it typically correlates with crypto prices, which trended downwards during the quarter.

EBITDA, adjusted for fair value gains, was SEK-1.4m, compared to an RRe of SEK1.4m. This deviation stems from lower-than-anticipated
sales and higher operating expenditure (OPEX). Consultant costs for the MICA implementation added ~SEK0.6m to OPEX in the quarter.
Safello’s cash position at the quarter's end was SEK22.9m. The market value of its crypto holdings stood at SEK13.5m as of 15 May 2025,
providing combined liquidity of SEK36.4m, representing ~26% of the market capitalisation.

Safello has upgraded its user interface, expanded its coin offering, and reduced staking fees, though the challenging market makes it
difficult to ascertain their quarterly impact, with new and active customers falling 31% and 17% y/y, respectively. According to its earnings
call, new product launches are generally well-received, and user activity increases with new coin additions; however, high fees remain a
principal complaint. The introduction of an order book offers significantly lower fees – 40bp (maker) or 60bp (taker) – than the 3.49%
average for direct trades below SEK150k over the trailing twelve months. This, coupled with partnerships with liquidity providers reducing
inventory needs, is also expected to lower gross profit volatility and be cash flow accretive. Despite positive user feedback on new
features, performance appears heavily influenced by market conditions: features launched in a strong Q4 2024 crypto market coincided
with better traction than those introduced during a weaker Q1 2025, which saw softer results.
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The trailing average transaction size has trended upwards, likely influenced by rising cryptocurrency prices increasing the fiat value of
same-volume crypto trades. However, this metric continued to rise in Q1 2025 even as cryptocurrency prices drifted downwards, making
the recent strength notable. We currently assume that the average transaction size will mean-revert towards SEK3,300 over time.

Safello has submitted its MICA application and anticipates a response by late Q2 / early Q3. The deadline for submitting a MICA
application is the end of September, and the crypto service providers can generally operate while the application is under review. The
final deadline is the end of December. Thus, Safello's regulatory relative positioning may take till 2026 before it fully plays out.

Redeye Equity Research Safello Group 19 May 2025 4



New business areas

ETPs Safello is venturing into exchange-traded products (ETPs) to diversify from its brokerage business, which relies on crypto market
volatility. ETPs offer a more stable revenue model through recurring fees on assets under management (AUM), potentially enhancing
resilience by benefiting from rising asset prices rather than just trading activity. The first product, a physically backed Bitcoin ETP, will be
launched under a framework cooperation agreement with Deutsche Digital Assets (DDA). DDA will issue, list, and engage distributors for
these Safello-branded ETPs, while Safello will handle marketing.

While the fee details remain scant, the lowest fee product on the market has fees of 25bp (0.25%). At this fee level, significant AUM is
required to be needle-moving for Safello. For instance, SEK1m in revenue (excluding any fees shared with DDA) would require SEK400m
in AUM. We believe the fee will be higher based on the earnings call where CEO Emelie Mortiz stated Safello targets an AUM of 750m end
of the year, and the ETP would be break-even from Safello’s perspective (after fixed fees to DDA) at ~SEK110m.

If the initiative flounders, Safello's fixed fees are limited. Assuming the fee is 250bp, which is on the higher side of what is available on the
market, the cost implied at SEK110m breakeven is SEK2.8m annually.

Assuming an annual fee between 25bp and 250bp, Safello’s SEK750m AUM target for its ETP venture could yield net income of SEK1.6m-
SEK16.0m after DDA’s fees. Our estimates, which do not incorporate an unquantified capped variable component in the fee structure, are
based on the implied fee derived from the ETP’s ~SEK110m AUM breakeven point. This potential ETP revenue, net of DDA's share, is
expected to carry near 100% margins, making it highly accretive to EBITDA.

Safello aims to expand its ETP offerings rapidly. Given its recent foray into this market, we believe a natural strategic focus would be on
niche and more complex products, such as multicoin ETPs, which typically command significantly higher margins.

Decentralized AI Safello has diversified its treasury by exchanging 2 BTC for ~469 TAO tokens, the native currency of Bittensor’s decentralised AI
ecosystem, reflecting a conviction in such protocols as foundational to future internet-scale intelligence. Safello holds 8 BTC, 113 ETH,
and ~469 TAO valued at SEK13.5m, or ~10% of its market capitalisation. While crypto treasury strategies, particularly relating to bitcoin,
have generally been well-received by the market, this growing crypto exposure, in our view, increasingly clouds Safello's equity story. The
crypto holdings may attract a discount or premium contingent on the market’s assessment of the company’s crypto capital allocation
skills. So far the initial market response to TAO acquisitions has been positive, with the share price rising on each announcement.
Additionally, this investment likely marks an initial exploration of decentralised AI ahead of Safello's planned deeper engagement through
a new business segment in Q2 2025.

The details around this business segment are limited; the company stated on its earnings call that it is dedicated to creating products and
software built on decentralised AI. We believe Bittensor will be a foundational element, given recent balance sheet investments in its
native token and its prominence in presentations. We anticipate this new segment will aim to hedge the core brokerage business, much
as its ETPs are expected to benefit from rising crypto prices, thereby complementing the brokerage arm's reliance on market volatility.
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Estimate changes Reflecting a higher current base, we raise our estimated net sales per transaction in the near term, though we maintain our long-term
expectation of a mean reversion towards SEK3,300. Concurrently, we have somewhat moderated our order growth assumption for 2025.
We anticipate a stable gross margin of ~5%, adjusted for fair value gains and losses from cryptocurrency movements.
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Investment Thesis

Case Discount to peers despite regulatory-first positioning

Safello saw severe valuation compression following its May 2021 IPO, along with fundamentals deteriorating as
crypto prices fell sharply at the end of 2021. Despite the renewed cryptocurrency bull market, we believe initial
investors have failed to revisit Safello, even though its valuation and financials have stabilised. Safello’s current
valuation does not reflect the lower equity risk stemming from its “regulation-first” approach and the share
unjustly trades at a discount to peers. Additionally, we expect Safello to be a relative winner from the MiCA
regulation as it has already built the required governance structure. The regulation may also force smaller
brokers to leave the industry. Immediate catalysts for Safello are transaction volume growth seen in the monthly
reporting crystalising in the financial reports.

Evidence BTC is a leading indicator for Safello’s results

Like traditional brokers, such as Avanza and Nordnet, Safello’s earnings depend on market sentiment.
Historically, its net sales per transaction have increased with crypto sentiment (as measured by the BTC price),
while the number of transactions is uncorrelated with crypto sentiment. As such, we are sympathetic to the
bears’ arguments that Safello is currently “over earning” following the sharp increase in transaction size,
surpassing the peak in Q4 2021, while the number of transactions has declined. Safello has increased the pace
of new product launches, resulting in a substantial increase in orders and active users. The net sales per
transaction have almost entirely mean-reverted to SEK3.100, and its negative drag on sales will abate over
2025e.

Supportive Analysis

As seen in the chart below, BTC is a leading indicator of Safello’s realised net sales per transaction, which has
been the primary factor in its recent net sales increase as transaction volumes have been on a downward trend.
We believe this metric will fully mean-revert by 2026e following a bull run after the US election.

Challenge Long-term execution abilities remain uncertain

Safello has become an on- and off-ramp for cryptocurrencies, resulting in high customer churn and a flat to
decreasing number of active users since its IPO. To counteract this trend, Safello has shown rapid expansion of
its offering during 2024 — adding 19 new cryptocurrencies YTD and launching new features like swapping
(exchanging one cryptocurrency for another) and monthly savings in crypto. These initiatives appear to be
working, with early signs pointing to transaction volumes having reached a trough in June 2024 on a m/m basis
and Q4 2024 showing strong order volume growth.

Managing its own on- and off-ramps

Core to Safello’s survival is its ability to manage its banking relationships, which, if unsuccessfully mitigated,
could erase future earnings. Safello lost its only banking partner, Svenska Handelsbanken, in late 2023, but the
company had successfully migrated to a new Swedish banking partner by early 2024. Unlike some peers that
have not recovered since encountering turmoil in banking services, Safello has navigated the situation well
without long-term consequences. It has mitigated future banking risks by diversifying its banking partnerships.
Safello is currently the only party that has a Swedish bank with direct access to Swedish banking rails, direct
integration with Swish, and instant payouts to VISA and Mastercard.

Valuation Fair value range of SEK2.6–14.6, with a Base Case of SEK7.0

Our fair value range is SEK2.6–14.6 with a base case of SEK7.0. We derive our fair value range using a DCF
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model, but we note that our base case is on the best fit line with crypto broker peers on EV/S LTM and net sales
per employee. Although Safello has lower net sales per employee, we believe its regulation-first approach
reduces the risk for equity investors. Our bull case is slightly above crypto broker peers based on EV/S LTM. Our
bear case assumes a steeper mean reversion and lower transaction volumes than in our base case.
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Redeye Quality Rating

Company Quality Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These are the building
blocks that enable a company to deliver sustained operational outperformance and attractive longterm earnings growth.

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely accepted and tested
investment criteria and used by demonstrably successful investors and investment firms. Each sub-category may also include a
complementary check that provides additional information to assist with investment decision-making.

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for each sub-category.
The overall score for a category is the average of all sub-category scores, based on a scale that ranges from 0 to 5 rounded up to the
nearest whole number. The overall score for each category is then used to generate the size of the bar in the Company Quality graphic.

People 3 At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business is a significant part
of understanding the long-term drive of the company. It all comes down to doing business with people you trust, or at least avoiding
dealing with people of questionable character. character.

The People rating is based on quantitative scores in seven categories: categories:

1. Passion 2. Execution 3. Capital Allocation 4. Communication 5. Compensation 6. Ownership 7. Board

Positives

Strong leadership with clear long-term vision and deep
industry knowledge, focused on becoming the Avanza/
Nordnet of the crypto economy.

Commitment to innovation and transparent investor
communication, with consistent storytelling and focus on
long-term business value.

Significant insider ownership, including founder
involvement as chairman, demonstrating alignment with
shareholder interests.

Gender diversity in leadership, with strong female
representation in management roles.

Board members with extensive experience in finance and
crypto economy, aligning with the company's business
strategy.

Negatives

Lack of extensive management team tenure, with senior
team in place for less than 5 years.

Inconsistent profitability and unclear return on investments,
raising concerns about capital allocation efficiency.

CEO compensation not clearly aligned with share
performance, and lack of sustainability-related incentives
in executive compensation plans.

Management team's ownership stake is relatively low, less
than their annual salary.

Uncertain lean organizational structure, with the lowest net
sales per employee among peers, potentially due to
compliance requirements.

Business 2 If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage customers, create
value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing the business model inside out will provide
you some level of certainty and reduce the risk when you buy a stock.

The Business rating is ased on quantitative scores in seven categories:

1. Business Scalability 2. Market Structure 3. Value Proposition 4. Economic Moat 5. Operational Risks

Positives

Safello has meaningful reinvestment opportunities,
including geographic and product expansion, indicating
potential for future growth.

The company can scale up without expensive
reinvestment, leveraging its core platform to add
functionality with minimal development costs.

Safello's regulation-first approach provides a sustainable
competitive advantage, particularly as the crypto industry
faces increased regulatory scrutiny.

The company operates with minimal regulatory
interference, positioning it well in the evolving crypto
regulatory landscape.

Safello actively works with customers to innovate, as
evidenced by the launch of its monthly savings function
based on customer feedback.

Negatives

Safello's revenue is primarily transaction-based and heavily
influenced by crypto sentiment, making it vulnerable to
market fluctuations.

The company has limited geographic diversification, having
closed operations in Norway and currently focusing only on
Sweden.

Safello's revenue base is not diversified, with most income
likely coming from Bitcoin transactions and withdrawal
fees.

The company operates in a highly competitive global
market with numerous crypto exchanges, potentially
limiting its ability to dominate the market.

Safello's earnings are significantly affected by crypto
market sentiment, which is considered a risk-on asset and
subject to broader market fluctuations.
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Redeye Quality Rating

Financials 2 Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the financial soundness of a
business. Also, these ratios are key factors that will impact a company’s financial performance and valuation. However, you only need a
few to determine whether a company is financially strong or weak.

The Financial rating is based on quantitative scores that are grouped into five separate categories:

1. Earnings Power 2. Profit Margin 3. Growth Rate 4. Financial Health 5. Earnings Quality

Positives

Strong short-term liquidity with current assets 1.5 times
greater than current liabilities, indicating robust financial
health and ability to meet short-term obligations.

Low debt levels relative to cash flow, with Net Debt less
than two times Operating Cash Flow and five times Free
Cash Flow, suggesting effective debt management.

Sufficient cash reserves to cover expected cash burn for
more than two years, providing financial stability and
reducing the need for immediate fundraising.

High-quality earnings indicated by efficient inventory and
accounts receivable management, low one-time charges,
and strong Operating Cash Flow and Free Cash Flow
conversion rates.

Negatives

Poor profitability metrics, with gross profit margin,
operating margin, and Return on Equity (ROE) falling below
desired thresholds, potentially indicating competitive
pressures or inefficient operations.

Lack of consistent earnings growth, with no evidence of
stable EPS growth over the past 5-10 years, suggesting
potential challenges in maintaining long-term profitability.

Weak historical stock performance, failing to achieve 10%
compounded growth since IPO, which may indicate
underwhelming investor returns.

Limited dividend growth and consistency, with no evidence
of increased dividends over the past three or ten years,
potentially reducing attractiveness for income-focused
investors.

Rating Distribution Redeye Covered Companies

Rating People Business Financials

5 6 8 1

3-4 135 121 44

0-2 16 28 112

Companies 157 157 157

Disclaimer Redeye does not issue any investment recommendations for fundamental research. However, Redeye has developed a proprietary
research and rating model, Redeye Rating, in which each company is analyzed and evaluated. This research aims to provide an
independent assessment of the company in question, its opportunities, risks, etc. The purpose is to provide an objective and professional
set of data for owners and investors to use in their decision-making.
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Financials

Income Statement

SEKm 2023 2024 2025e

Net Sales 561.1 766.9 744.5

Other Income 0.88 4.9 0.28

Total Revenue 562.0 772.6 745.6

Cost of Sales 526.3 720.3 708.4

Gross Profit 35.7 52.3 37.2

Operating Expenses 36.1 43.9 54.9

EBITDA -2.0 9.9 -11.3

Depreciation and Amortization -1.7 1.5 6.3

EBIT -0.35 8.4 -17.6

Net Financial Items -0.10 0.57 -0.13

EBT -0.45 9.0 -17.8

Income Tax Expenses 0.0 0.0 0.0

Net Income -0.45 9.0 -17.8

Balance Sheet

SEKm 2023 2024 2025e

Assets

Non-current assets

Property, Plant and Equipment (Net) 0.20 0.23 0.25

Goodwill 3.6 1.9 0.28

Intangible Assets 0.65 1.1 0.65

Right-of-Use Assets - - -

Other Non-Current Assets 0.33 0.07 0.07

Total Non-Current Assets 14.5 10.6 8.5

Current assets

Inventories 3.8 8.5 4.3

Accounts Receivable 0.00 0.0 0.0

Other Current Assets 0.0 0.04 1.8

Cash Equivalents 17.3 24.9 14.0

Total Current Assets 26.6 41.2 25.5

Total Assets 41.0 51.8 34.0

Equity and Liabilities

Non-current liabilities

Long Term Debt 0.0 0.0 0.0

Long Term Lease Liabilities 0.0 0.0 0.0

Other Non-Current Lease Liabilities 0.0 0.0 0.0

Total Non-Current Liabilities 0.0 0.0 0.0

Current liabilities

Short Term Debt 0.0 0.0 0.0

Short Term Lease Liabilities 0.0 0.0 0.0

Accounts Payable 1.4 0.0 1.9

Other Current Liabilities 2.0 8.8 6.9

Total Current Liabilities 6.7 8.8 8.8

Equity 34.4 42.9 25.2

Total Liabilities and Equity 41.1 51.8 34.0

Cash Flow

SEKm 2023 2024 2025e

Operating Cash Flow -4.4 1.9 -10.7

Investing Cash Flow -0.11 5.5 -0.13

Financing Cash Flow 0.45 0.24 0.0

Cash Flow For The Period -4.1 7.6 -10.8
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Disclaimer

Important information Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies
in the Nordic region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate
Finance, equity research and investor relations. Our strengths are our award-winning research department, experienced advisers, a
unique investor network, and the powerful distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject
to the supervision of the Swedish Financial Supervisory Authority.
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial
instruments, prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial
instruments on behalf of clients, place financial instruments without position taking, provide corporate advice and services within mergers
and acquisition, provide services in conjunction with the provision of guarantees regarding financial instruments and to operate as a
Certified Advisory business (ancillary authorization).

Limitation of liability This document was prepared for information purposes for general distribution and is not intended to be advisory. The information
contained in this analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the
information. The forward-looking information in the analysis is based on subjective assessments about the future, which constitutes a
factor of uncertainty. Redeye cannot guarantee that forecasts and forward-looking statements will materialize. Investors shall conduct all
investment decisions independently. This analysis is intended to be one of a number of tools that can be used in making an investment
decision. All investors are therefore encouraged to supplement this information with additional relevant data and to consult a financial
advisor prior to an investment decision. Accordingly, Redeye accepts no liability for any loss or damage resulting from the use of this
analysis.

Potential conflict of
interest

Redeye's research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure
the independence of its analysts. The following applies:

• For companies that are the subject of Redeye's research analysis, the applicable rules include those established by the Swedish
Financial Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore,
Redeye employees are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its
analysis plus one trading day after this date.

• An analyst may not engage in corporate finance transactions without the explicit approval of management and may not receive a
remuneration directly linked to such transactions.

• Readers of these reports should assume that Redeye may have received or will receive remuneration from the company/companies
cited in the report for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not
dependent on the content of the research.

Redeye's research
coverage

Redeye's research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time.
Unless otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for
example in the event of significant changes in market conditions or events related to the issuer/the financial instrument.

Recommendation
structure

Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary
analysis and rating model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an
independent assessment of the company in question, its opportunities, risks, etc. The purpose is to provide an objective and professional
set of data for owners and investors to use in their decision-making.

Duplication and
distribution

This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed
to physical or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable
laws or other regulations.
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