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Nano Dimension

3D printer roll-out on track

Q117 was another very successful quarter for Nano Dimension as it
delivered its second batch of six DragonFly systems to potential
customers for evaluation. The company appears on track to complete the
beta testing phase in mid-2017 and to deliver 50 printers during FY17. We
leave our estimates and valuation broadly unchanged.

Revenue  EBITDA* PBT* EPADS DPADS PIE
Year end (US$m) (US$m) (US$) ($) ($) (x)
1215 0.0 (2.4) 2.1) (0.39) 0.0 N/A
1216 0.0 (6.5) (6.8) (0.83) 0.0 N/A
12/17e 52 &) 8.8) (0.85) 0.0 N/A
12/18e 35.7 12.2 11.0 0.87 0.0 7.3

Note: *PBT and EPADS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

Another milestone to commercialisation reached

Nano Dimension delivered its second batch of six DragonFly 2020 printers for
evaluation during Q117, as per its stated target. Management notes that feedback
so far has been generally positive. The company remains on track to deliver a total
of around 50 printers during FY17, including around 35 in the commercial roll-out
during H217, and to scale this up further during FY18. During the quarter Nano
Dimension filed patents related to bio-printing, printing electrical circuits with
embedded electrical components and printing rigid PCBs with flexible conductive
connections, potentially extending the 3D print technology to other applications.

Revenues from beta test growing

Nano Dimension generated US$118k revenues during Q117 from leasing
DragonFly printers to customers participating in the beta testing programme.
Operating losses doubled year-on-year from US$1.6m to US$3.9m as no
development costs were capitalised during Q117 compared to US$1.5m in Q116.
Additionally, the number of employees, over half of whom are engaged in R&D,
grew from 55 at end Q116 to 98 at end Q117. Cash fell by US$3.5m during the
quarter to US$8.9m (there is no debt).The company recently raised ¢ US$4m
through a private placing at US$5.85/ADS.

Valuation: Significant upside on volume roll-out

Delivery to our estimates and key milestones over the next year would justify
significant share price appreciation, with our indicative valuation returning a fair
value of US$12.47/ADS (previously US$12.97) or NIS8.99/ordinary share
(previously NIS9.57/share). The changes reflect the impact of the May placing, a
grant from the Israel Innovation Authority and FX moves. This indicative valuation
excludes any additional potential contribution from early-stage development
programmes such as bio-printing. Progress to commercialisation should serve to
de-risk the strategy and act as a catalyst to share price appreciation.

Q117 results

Tech hardware & equipment
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Business description

Nano Dimension focuses on the development of
advanced 3D printed electronics systems and
advanced additive manufacturing. The company’s
initial products include a 3D printer for rapid
prototyping of multi-layer PCBs and associated
nanotechnology conductive and dielectric inks.

Next events

Q217 results August 2017

Analysts
Anne Margaret Crow

Dan Ridsdale

+44 (0)20 3077 5700
+44 (0)20 3077 5729


http://www.edisoninvestmentresearch.com/research/company/nano-dimension#js

EDISON

PCB sector roll-out programme on track

Printer deliveries

Deliveries during Q117 were to a PCB design bureau, a medical device company in Tel Aviv, one of
the 10 largest PCB manufacturers globally, a smart transportation company, an international
company providing solutions to the defence industry and one of the top 10 contract manufacturers
globally, which will deploy the DragonFly printer in its innovation centre. These customers will make
payments to Nano Dimension on a leasing basis, as well as providing valuable feedback to direct
further product development. The diversity of these customers highlights the attractiveness of in-
house PCB manufacture to many companies. The DragonFly gives a compact, easy-to-use solution
for creating complex multi-layer PCB prototypes very rapidly, eliminating the delay and potential
breaches of IP security when prototypes are commissioned from a third party. This is very helpful
for all electronic design departments seeking to speed up product development lifecycles. The
security afforded by keeping design information in house is particularly attractive to defence
companies.

Management has adopted a leasing model for the beta phase rather than a straight sales model.
This means that revenues will not be recognised upfront, depressing the top-line P&L, but enables
Nano Dimension to select beta site partners on the basis of their ability to provide useful feedback
and, ultimately, to become long-term customers.

The feedback so far has been mainly positive. It has enabled Nano Dimension to refine the printer
calibration and software, resulting in enhanced quality printing and improved reproducibility.

Management has confirmed that the roll-out programme is on track, with 50 printers scheduled for
delivery during FY17. Having made a batch of six deliveries during Q117, management expects to
deliver a slightly larger number, also to beta site customers, during Q217. Then around 35 printers
will be delivered for the commercial roll-out during H217. The beta site printers will be manufactured
in house and manufacturing will be outsourced to Flex (previously known as Flextronics) for the
commercial volumes. Nano Dimension has recently completed the training required to enable Flex
to take over manufacturing. Deliveries will be scaled up further during FY18.

Ink production facility

Nano Dimension is expanding the ink production facility so that it can provide the quantity needed
once it enters the commercial phase and the volume of printers being sold ramps up. It has leased
another floor in its existing facility in Ness Ziona near Tel Aviv to accommodate ink production.
Management expects the new facility, which will cost an estimated $1.5m, to be opened ahead of
volume shipments for the commercial roll-out in H217. We model most of the cost of this falling in
FY17.

Simplifying the design process

In April Nano Dimension announced that it was working with Zuken, a leading supplier of software
for designing PCBs, to make it easier and quicker to create multi-layer circuit boards. The aim of
the collaboration is for designers using Zuken’s native 3D, system-level design software to be able
to convert information on the layout dimensions and internal structure of their circuits into
instructions telling the DragonFly printer where exactly to deposit ink without any complex
translation steps.
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Strengthening routes to market

In May Nano Dimension announced that it is collaborating with Anglo Production Processes (APP)
to develop the commercial and service infrastructure and capabilities needed to launch the
DragonFly printer in the UK and Ireland. APP, based in Bromsgrove, England, is an established
distributor of products and services to the UK electronics industry. Its client base includes many of
the leading global electronic companies based in the UK and Ireland.

Technology progress

Although Nano Dimension is highly focused on completing the beta test phase for the PCB printer
and software, it has made significant progress in developing 3D print systems for other sectors and
the next-generation 3D print system for PCBs. Importantly, it is protecting this IP through patent
applications.

Next-generation PCB printing

In January 2017 Nano Dimension announced that it had successfully 3D printed a series of multi-
layered rigid PCBs, connected through printed flexible conductive connections. This process
provides a solution to traditional production limitations in the electronics industry, enabling PCBs to
be bent so that they fit inside curved and complex geometrical products. The company has filed a
patent in the US for the flexible conductive and insulating inks that are used in this process, as well
as for the printing process itself. Management believes that the company is the first in the world to
successfully print multi-layered rigid circuits with flexible connections. The potential market for this
solution includes aerospace, defence, wearable equipment and the Internet of Things (loT).

Later in the same month, Nano Dimension announced that it had successfully 3D printed electrical
circuits in which it had inserted embedded electrical components during the printing phase. This
technique presents several advantages: it improves the PCB reliability by protecting components
from the external environment, it eliminates the soldering process for attaching components to the
board and improves connectivity to the components, which is a major source of device failure. The
company has filed a patent application in the US to cover this development. Importantly, this
represents a step towards printing complete electronic devices where the casing itself supports the
electrical components and the connectors joining them, and the shape of the device is not
constrained by the need to accommodate a rigid rectangular PCB.

In February 2017 Nano Dimension announced that it had received a budget from the Israel
Innovation Authority to finance a project to develop 3D printing of advanced ceramic materials. This
project is primarily intended to find a better way of manufacturing aerospace and automotive
components. In addition, it potentially provides a route for replacing the insulating material in PCBs
with ceramic, thus improving the substrate’s mechanical and thermal characteristics. In May it
received a grant approval from the Israel Innovation Authority to finance further development of the
DragonFly. The total approved budget for this project is ¢ $1.4m (NIS5.2m), of which the Israel
Innovation Authority will finance 30%. The terms of the grant require Nano Dimension to pay
royalties on future sales of any technology developed with these funds, up to the full grant amount.

New sectors

Management is in the process of forming a separate entity, which will be financed separately from
the PCB programme, to commercialise the bio-printing opportunity. The new entity will focus initially
on creating materials with similar functionality to kidney tissue. In April Nano Dimension filed a
patent application with the US Patent and Trademark Office for the development of 3D inkjet
printing of bioartificial, multi-layered complex structures composed of cells, extracellular matrices,
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supportive components and stable and fugitive inks, with particular focus on nephron-like
functioning structures that can filter blood. Management believes that the covered technology could
lead to functioning multi-nephron, kidney-like structures for organ transplant, with clear industrial
and medical applicability and significant commercial potential. In addition the technology has
potential as an effective platform for drug development research and toxicology.

Financials

Rising revenues from beta leasing as printer numbers increase

Revenues during Q117 totalled US$118k. There were no revenues in Q116, as printer deliveries did
not commence until Q416, when revenues totalled US$46k. Both the Q416 and Q117 revenues
were derived from leasing DragonFly printers to customers participating in the beta testing
programme. Operating losses doubled year-on-year from US$1.6m to US$3.9m. R&D expenses
rose from US$0.4m year-on-year to US$2.5m as US$1.5m R&D expenses were capitalised in Q116
and none in Q117. In addition, the number of people engaged in R&D rose from 46 at the end of
Q116 to 69 at the end of Q117. General and administrative expenses rose only slightly, from
US$1.2m to US$1.3m.

Cash consumption during pre-commercialisation phase

Cash consumed during the quarter totalled $3.5m, including $1.1m on tangible assets, leaving
$8.9m net cash at the end of March 2017. The company recently raised ¢ US$4m through a private
placing at US$5.85/ADS. We note that the new shareholder, Ayalim Trust Funds, an Israeli
institutional investor, is locked for six months, was not issued with warrants as part of the deal and
received a minimum discount to the market price, indicating appetite for the stock.

According to management, cash burn is currently around US$1m/month. Offsetting this against
revenues from printer sales and leasing agreements and including $1.9m capex, most of which is
allocated for the ink production facility, gives an estimated cash outflow during FY17 of US$9.4m,
prior to the May placing, which leaves $7.0m of cash at the year-end, after including the placing
funds. Our model shows Nano Dimension has sufficient cash to support it through the
commercialisation phase of the 3D print system for PCBs, provided it achieves the roll-out rate and
pricing assumed in our estimates (see our for details). However, it is possible that
management may decide to secure further funding, such as that secured recently from Ayalim Trust
Funds, so that it can address the commercial opportunities without being constrained by cash
considerations.

Valuation

Our DCF analysis excludes any additional potential contribution from third-party ink sales or early-
stage development programmes. Our indicative valuation gives a fair value of US$12.47/ADS
(previously US$12.97) or N1S8.99/ordinary share (previously NIS9.57/share). The changes reflect
the impact of the May placing, recent Israel Innovation Authority grant and FX moves. Further
progress against major milestones, which in the short term are the onset of commercial deliveries
and commissioning of the ink production facility, should act as a catalyst to elevate the share price
beyond the current level towards our indicative value.

Nano Dimension | 1 June 2017 4


http://www.edisoninvestmentresearch.com/research/report/nano-dimension/preview/

EDISON

Exhibit 1: Edison DCF analysis
US$/ADS

Terminal growth

0.0%
1.0%
2.0%
3.0%
4.0%

11.0%
14.14
14.87
15.77
16.89
18.34

Discount rate

13.0%
11.51
11.95
1247
13.10
13.87

Source: Edison Investment Research

Exhibit 2: Financial summary

Year-end 31 December
PROFIT & LOSS
Revenue

Cost of Sales (including amortisation of capitalised IP)

Gross Profit

EBITDA

Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals

Other

Operating Profit

Net Interest

Profit Before Tax (norm)
Profit Before Tax (FRS 3)
Tax

Profit After Tax (norm)
Profit After Tax (FRS 3)

Average Number of ADRs Outstanding (m)
EPADS - normalised ($)

EPADS - normalised fully diluted ($)
EPADS - (IFRS) ($)

DPADS ($)

Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)

BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Restricted deposits
Current Assets

Stocks

Debtors

Cash

Restricted deposits
Current Liabilities
Creditors

Short-term borrowings
Long-Term Liabilities
Long-term borrowings
Liability in respect of government grants
Net Assets

CASH FLOW

Operating Cash Flow

Net Interest

Tax

Investment in intangible & tangible assets
Acquisitions/disposals
Financing

Dividends

Net Cash Flow

Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

US$'000

15.0%
9.63
9.91

10.24
10.61
11.06

NIS/ordinary

share

4,151
2,910
1,131

110
9,057

264
8,665

0
)
(8,665)

Source: Company accounts, Edison Investment Research. Note: *Normalised for tax.
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0.0%
1.0%
2.0%
3.0%
4.0%

11.0%
10.18
10.71
11.36
1217
13.21

(12,379)

Discount rate

13.0%
8.29
8.61
8.99
9.44
9.99

15.0%
6.94
714
7.37
7.65
797

2018e
IFRS

35,680
(12,535)
23,145
12,159
11,016

(2,025)
8,991

11,016
8,991

9,253
8,991
10.6
0.87*
0.65
0.84
0.0

64.9

30.9



EDISON

Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world renowned equity research platform and deep multi-sector
expertise. At Edison Investment Research, our research is widely read by international investors, advisors and stakeholders. Edison Advisors leverages our core research platform to provide differentiated services including
investor relations and strategic consulting. Edison is authorised and regulated by the . Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not regulated by
the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244].

EDISON ISRAEL DISCLAIMER

Disclosure regarding the scheme to enhance the awareness of investors to public companies in the technology and biomed sectors that are listed on the Tel Aviv Stock Exchange and participate in the scheme (hereinafter
respectively “the Scheme”, “TASE”, “Participant” and/or “Participants”). Edison Investment Research (Israel) Ltd, the Israeli subsidiary of Edison Investment Research Ltd (hereinafter respectively “Edison Israel” and
“Edison”), has entered into an agreement with the TASE for the purpose of providing research analysis (hereinafter “the Agreement’), regarding the Participants and according to the Scheme (hereinafter “the Analysis” or
“Analyses”). The Analysis will be distributed and published on the TASE website (Maya), Israel Security Authority (hereinafter “the ISA”) website (Magna), and through various other distribution channels. The Analysis for
each participant will be published at least four times a year, after publication of quarterly or annual financial reports, and shall be updated as necessary after publication of an immediate report with respect to the occurrence
of a material event regarding a Participant. As set forth in the Agreement, Edison Israel is entitled to fees for providing its investment research services. The fees shall be paid by the Participants directly to the TASE, and
TASE shall pay the fees directly to Edison. Subject to the terms and principals of the Agreement, the Annual fees that Edison Israel shall be entitled to for each Participant shall be in the range of $35,000-50,000. As set
forth in the Agreement and subject to its terms, the Analyses shall include a description of the Participant and its business activities, which shall inter alia relate to matters such as: shareholders; management; products;
relevant intellectual property; the business environment in which the Participant operates; the Participant's standing in such an environment including current and forecasted trends; a description of past and current financial
positions of the Participant; and a forecast regarding future developments in and of such a position and any other matter which in the professional view of the Edison (as defined below) should be addressed in a research
report (of the nature published) and which may affect the decision of a reasonable investor contemplating an investment in the Participant's securities. To the extent it is relevant, the Analysis shall include a schedule of
scientific analysis of an expert in the field of life sciences. An "equity research abstract" shall accompany each Equity Research Report, describing the main points addressed. The full scope reports and reports where the
investment case has materially changed will include a thorough analysis and discussion. Short update notes, where the investment case has not materially changed, will include a summary valuation discussion. The
Agreement with TASE regarding the participation of Edison in the scheme for the research analysis of public companies does not and shall not constitute an approval or consent on the part of TASE or the ISA or any other
exchange on which securities of the Company are listed, or any other securities’ regulatory authority which regulates the issuance of securities by the Company to the content of the Report or to the recommendation
contained therein. A summary of this report is also published in the Hebrew language. In the event of any contradiction, inconsistency, discrepancy, ambiguity or variance between the English Report and the Hebrew
summary of said Report, the English version shall prevail; and a note to this effect shall appear in any Hebrew summary of a Report. Edison is regulated by the Financial Conduct Authority. According to Article 12.3.2,
Chapter 12 of the Conduct of Business Sourcebook, Edison, which produces or disseminates non-independent research, must ensure that it: 1) is clearly identified as a marketing communication; and 2) contains a clear
and prominent statement that (or, in the case of an oral recommendation, to the effect that) it: a) has not been prepared in accordance with legal requirements designed to promote the independence of investment
research; and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. The financial promotion rules apply to non-independent research as though it were a marketing
communication.
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Copyright 2017 Edison Investment Research Limited. All rights reserved. This report has been prepared and issued by Edison for publication globally. All information used in the publication of this report has been compiled
from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of
Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This research is issued in Australia by Edison Aus
and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States by Edison US to major US institutional
investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion” from the definition of investment adviser under Section
202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about companies in which we believe our
readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever
as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a
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