



Numbers pointing in the right direction

Substrate AI        BUY    

52-Wk range (€):	                      4,10 - 0,17

Cap. Bur. (€ millones):	             8.0

No. Shares (millions):                     23.6

Avg. daily Vol. (€,12m):                   70k

Daily volatility (avg. LTM):              9.8%
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Substrate AI has just released their advanced 2022 
results with headline Revenues of €4.0 million (vs 
€2.0 million in 2021) and negative Ebitda of €1.7 
million (vs negative €0.69 million in 2021). The 
company releases results on a semester basis, 
allowed under BME Growth listing rules.  

Their first semester results (1H22) had Revenues of 
€1.2 million and Ebitda of -€1.2 million. These were 
first announced in July 2022 and audited numbers in 
published October 2022. 

Comparable 2H22 numbers reveal Revenues of 
€2.1 million and Ebitda (cash) of -€0.7 million. To 
make them comparable we have excluded from our 
calculation non-cash R&D capitalized expenses and 
an estimated share-based employee incentive 
scheme, not present in 1H22 numbers. 

2H22 numbers are twice as good in Revenue terms 
and half the Ebitda loss compared to 1H22, in line 
with our expectations. We therefore maintain our 
2023 and 2024 estimates unchanged. 

From a valuation perspective and despite the recent 
bounce in the share price, SAI.MC still trades at a 
discount to its BME Growth comparables on most 
valuation metrics. 

We maintain our BUY recommendation and a 12-
month price target of €1.35 per share.  

We believe that Substrate AI could be trading at 
5x EV/Revenues next year, based on our 
estimates of strong revenue growth which we 
would consider a validation of the effectiveness 
of their AI algorithms. 

Price (4pm 23/1/23): €0.34

Ticker: SAI.MC

Target Price (12-18 m): €1.35 

Este informe ha sido redactado por Checkpoint Partners (España) S.L.U.                                                                            * Date of publication and elaboration
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Substrate AI: current comparative valuations 

Source: Checkpoint Partners 
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Substrate AI: a peek into the last 12-weeks valuation ratios 

The following charts show the, absolute and relative, changes in the valuation ratios 
of Substrate AI during the last 12 weeks of trading. The share price has traded 
between a high of €0.41 and a low of €0.17, hence the strong changes in both the 
absolute and relative valuation ratios. At present, the stock is trading at €0.34. 

Chart 1: Substrate AI, last 12-weeks of prices and weekly volumes traded (€ millions) 

Source: BME Growth 

We omit the EV/Ebitda and PE ratios given that Substrate AI is still a loss making 
company and negative values make comparisons less meaningful. 

The candle chart is a standard one, where bars reveal the first and last valuation ratio 
of the trading week and the lines show the high-low range. The orange bar means a 
decline and the blue color an increase in the valuation multiples. 

Chart 2: EV/Revenues and EV/Revenues relative to ICT sector (BME Growth, 
100=Avg.) 

During the last 12 trading weeks Substrate EV/Revenues ratio has been as high as 
1.9x and as low as 0.9x, which on a relative basis means the stock has traded to as 
much as a 29% premium and as much as a 38% discount to the average EV/
Revenues valuations of the ICT sector in BME Growth. At present, Substrate AI is 
trading at a multiple of 1.5x versus a sector average of 1.8x. 
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Source: Checkpoint Partners 

Chart 3: EV/Gross Profits and EV/Gross Profits relative to ICT sector (BME Growth, 
100=Avg.) 

During the last 12 trading weeks Substrate EV/Gross Profits ratio has been as high 
as 2.2x and as low as 1.1x, which on a relative basis means the stock has traded to 
as much as a 6% premium and as much as a 50% discount to the average EV/Gross 
Profits valuations of the ICT sector in BME Growth. At present, Substrate AI is trading 
at a multiple of 1.8x versus a sector average of 2.2x 

We use the EV/Gross Profits ratio as a complementary ratio to EV/Revenues to make 
high and low Gross Margin businesses more comparable. In our sample of ICT 
stocks, we come across Gross Margins of between 50% and 94% (2022e) and 
Substrate AI stands at an estimated 85%, a higher Gross Margin that the 72% 
average in our sample. 

Source: Checkpoint Partners 
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Chart 4: EV/Employee (‘€000) and EV/Employee relative to ICT sector (BME Growth, 
100=Avg.) 

During the last 12 trading weeks Substrate EV/Employee ratio has been as high as  
€220k and as low as €104k, which on a relative basis means the stock has traded to 
as much as a 36% premium and as low as a 34% discount to the average EV/
Employee ratios of the ICT sector of BME Growth. At present, Substrate AI is trading 
at an EV/Employee €178k versus a sector average of €168k. 

We find this ratio a useful reference in what it is essentially a peoples business, given 
that in the ICT sector there is virtually no CapEx and the bulk of spending goes 
directly or indirectly to personnel costs. 

 

Source: Checkpoint Partners 
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Substrate AI: where we think valuations should be

We look in Substrate AI for 79% and 36% Revenue growth for 2023 and 2024 versus 
an ICT sector growth expectation of 14% and 11% respectively.

Source: Checkpoint Partners

On an EV/Revenues (2023e) basis we maintain our view of a 5x target multiple (a the 
target price of €1.35 per share).

The ICT sector is currently trading at a multiple of 1.6x and based on our sector 
market forecasts, there is potential for a re-rating to 2.0x over the next 12 months   
(25% upside). Substrate AI would then be at a 150% premium over the sector.

On top of the short term growth expectations, we believe the operational leverage of 
the AI product (and its effect on its participated companies) combined with the 
proprietary nature of its algorithms, warrant a substantial premium over some of the 
more service oriented peers.

As Substrate AI continues to deliver on its business plan (in our forecasts) we 
believe the market will continue to reward it with additional appreciation of its 
market value. In our November report, we pointed towards the uncertainty of a 
capital increase (to fund the negative cash flows) as one of the main holdbacks 
of value in the short term. We maintain our view and we expect that once the 
uncertainly is removed, we will see the share price heading closer to our 
projected target price.
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Substrate AI: financials and forecasts

PROFIT AND LOSS ACCOUNT

Source: Substrate AI and Checkpoint estimates
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BALANCE SHEET

Source:  Substrate AI and Checkpoint estimates 
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Checkpoint recommendation System 

The Checkpoint Recommendation System is based on absolute returns, measured by the upside 
potential (including dividends and capital reimbursement) over a 12-month time horizon. Checkpoint 
recommendations (or ratings) for each stock comprises 3 categories: Buy (B), 
Neutral (N) and Sell (S). 

Buy: the stock is expected to generate total return of over 15% during the next 12 months time horizon 
Neutral: the stock is expected to generate total return of -15% to +15% during the next 12 months time 
Sell: the stock is expected to generate total return under -15% during the next 12 months time horizon. 

History of Checkpoint recommendations (last 12 months) 

Date            Stock           Recommen.       Price (€)     Target P.(€)      Period            Analyst 
11.11.2021 LLN                  BUY               4.38       9.00               12m       Guillermo Serrano 
22.02.2022 LLN                  BUY               3.24       9.00   12m       Guillermo Serrano 
04.05.2022 LLN             BUY         4.06       9.00   12m       Guillermo Serrano 
11.08.2022 LLN             BUY               2.50       7.50   12m       Guillermo Serrano 
25.10.2022 LLN             BUY               1.84       6.00               12m       Guillermo Serrano 
23.11.2022 SAI             BUY               0.22       1.35   12m       Guillermo Serrano 
24.01.2023 SAI             BUY               0.34       1.35   12m       Guillermo Serrano 

Checkpoint does and seeks to do business with companies covered in its research reports. As a 
result, investors may take the view this could affect the objectivity of the report and therefore should 
consider this report as only a single factor in making their investment decision.  

Frequency of analyst reports: at present Checkpoint has committed to a quarterly update of Substrate 
AI financial and operational performance. 

Investment horizon: our reports focus mainly on small capitalization and illiquid stocks where standard 
Venture Capital investment criteria should apply. An investment into a small market capitalization stock 
should be done on a 3-5 year time horizon in order to realized the full potential of the investment 
opportunity.   
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Disclaimer:


Checkpoint Partners (Spain) SLU [Checkpoint] is a financial advisory firm primarily specializing in the 
technology sector. Further information can be obtained from our website www.checkpointp.com or 
by writing to us at gfs@checkpointp.com.


All third party information has been checked to the best of Checkpoint's professional expertise and 
accuracy, however it has not been independently verified and Checkpoint makes no warranty, 
express or implied, as to the accuracy, reliability, timeliness or completeness of the information.


Furthermore, this report has been drawn up in accordance with the Commission's Delegated 
Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) 596/2014 of the European 
Parliament and of the Council as regards regulatory technical standards for the objective presentation 
of investment recommendations or other information recommending or suggesting an investment 
strategy and for the disclosure of particular interests or indications of conflicts of interest.


Checkpoint has no conflicts of interest in relation to the drafting of this research report within the 
meaning of Article 6. 1 of the regulations, as Checkpoint does not hold a net long or short position 
exceeding the threshold of 0.5% of the total issued share capital of the issuer mentioned in this 
report and the person preparing the report is not a market maker or liquidity provider of the issuer's 
financial instruments, has not been lead or co-manager during the twelve months preceding any 
offering of financial instruments of the issuer, is not a party to an agreement with the issuer relating to 
the provision of investment firm services set out in Sections A and B of Annex I to Directive 2014/65/
EU of the European Parliament and of the Council.


Checkpoint is remunerated for the drafting of this report by the firm under review and may be, or 
seeking to be, engaged by the companies described in this report for other types of financial 
services. The investor should take this fact into consideration and assume that Checkpoint may have 
a conflict of interest that could affect its objectivity. Accordingly, this report should be considered only 
as one element in making investment decisions.


Checkpoint does not provide advice on legal and tax matters. This should be referred to appropriate 
professionals. Past performance is not a guarantee of future returns. Investments denominated in 
foreign currencies are subject to fluctuations in exchange rates that could have an effect on investor 
returns. Investment prices may fluctuate and, therefore, you may not get back some or all of your 
original investment. Neither this report nor any accompanying documents or information may be 
reproduced in whole or in part, or used for any purpose other than that for which they are presented, 
without the prior written consent of Checkpoint.
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