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Long awaited firm Nikola news likely not far away

NEL’s 4Q revenues were a pleasant surprise, while EBITDA was in line. Overall,
there was no breaking news in the report, but the green hydrogen case is getting
stronger with time and NEL is in a pole position to benefit. Therefore, we keep
our Buy recommendation at a higher TP of NOK 15/sh.

Strong 4Q revenues; EBITDA in line with the recent guidance

NEL's 4Q revenues of NOK 176m were above our and the consensus
expectations (ca NOK 160m). NEL guided for 4Q revenues to be slightly higher vs
3Q and the reported growth was 18% QoQ. Reported and adj. EBITDA were
NOK -43m and NOK -27m, largely in line with the guidance of NOK -45m and
NOK -25m respectively. Bottom line was further negatively affected by the share
of loss from associates and JVs of NOK -26m, related to the investment in UnoX
Hydrogen AS. Cash position including the recent private placement was
NOK 1.3bn before the subsequent offering of another 13.5m shares.

All-time-high pipeline; year usually starts slow

All-time-high pipeline was reported, while order backlog was at NOK 513m at the
end of the year, which is up 46% YoY but down from NOK 575m a quarter ago.
Notably, Nel is experiencing increased number of inquiries for larger scale
projects. Still, the year usually starts slow and NEL guides for 1Q20 to be lower
than 4Q19 in terms of revenue (same with 1H vs 2H20).

No big additional news on Nikola now but hopefully in 1H 2020

No news related to Nikola was mentioned apart from the recent merger with
VectolQ Acquisition Corp. and listing on NASDAQ. Neland Nikola are still working
on techno-economical optimization of the commercial station solution and NEL
expects the process to be finished in 1H20. Notably, Nikola is calculating CAPEX
of USD 16.6m per 8t hydrogen station in its business model. This includes about
USD 1.8m for land/buildings. What is more, Nikola is planning 1,200 8t equivalent
station rollout across North America vs earlier mentioned figure of 700.

Accelerating investments to prepare for major projects

Hergya expansion to 360MW is at full speed and Nel is accelerating investments
in technology, people and capacity after the successfully completed private
placement recently. More news is expected at the CMD in June this year.

TP up to NOK 15/sh; Buy stays

All in all, we did not see major news in the report, but adjusted our estimates
according to the latest news from Nikola. Our updated rough valuation of Nikola
contract points to NOK 9-10/NEL share value, which is for one client in one of
potentially many huge application areas of green hydrogen. In addition, NEL is
still priced at about half of the most relevant peers and lags the major upswing
in the hydrogen stocks over the past 12m+. Therefore, we comfortably keep our
Buy recommendation at a higher TP of NOK 15/sh seeing that green hydrogen is
happening big time, it is being noticed by big money and there is an expectation
of firm Nikola-related news in 1H 2020.

www.norne.no



Estimate changes (NOKm) 4Q19 1Q20E 2020E 2021E 2022E 2023E

Act. Est. New old New old New old New old New
Net sales 176 160 164 190 867 944 1,089 1,126 1,320 2,772 3,136
EBITDA (adj) -27 -21 -20 -3 -30 40 20 72 132 554 627
EBITDA (adj) margin -15% -13% -12% -2% -3% 4% 2% 6% 10% 20% 20%
EBIT (adj) -41 -33 -33 -15 -83 -11 -44 14 69 496 564
EBIT (adj) margin -23% -20% -20% -8% -10% -1% -4% 1% 5% 18% 18%
Non-recurring items -23 -16 -37 -14 -92 -42 -27 -27 -27 -27 -27
EBIT -63 -48 -70 -29 -176 -53 -71 -14 42 469 537
Pre-tax profit -95 -49 -69 -30 -166 -55 -61 -16 51 466 545
Tax 2 3 4 2 9 3 3 3 -8 -75 -87
Taxrate 2% 5% 5% 5% 5% 5% 5% 16% 16% 16% 16%
Profit after tax -93 -47 -65 -28 -157 -52 -58 -14 43 391 458

Peer comparison

USDm Source Market EV* P/B** EV/Sales EV/EBITDA*
Cap. Last 2020E 2021E 2020E 2021E
NEL Norne 1,534 1,394 5 15 12 neg >500
ITM Power PLC © 873 800 9 117 38 na na
Plug Power Inc 8_ 1,395 1,857 10 6 5 126 47
Ballard Power Systems Inc g. 2,491 2,357 10 18 14 na na
PowerCell Sweden AB £ 1,130 1,083 19 97 39 na na
Ceres Power Holdings PLC 817 727 7 27 22 na na
Median 10 27 22 na na

*Calculated applyingthe last reported Balance Sheet and last Market Capitalization ** Including the latest equity issues

Relative Hydrogen stock price performance since 01/01/2019
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Profit & Loss (NOKm) 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Operating revenues 114 302 489 570 867 1,089 1,320 3,136
Operating expenses -149 -331 -539 -661 -897 -1,069 -1,188 -2,509
EBITDA -35 -29 -49 -91 -30 20 132 627
Depreciation & Amortisation -10 -16 -28 -48 -53 -63 -63 -63
EBIT (adj) -45 -45 -77 -139 -83 -44 69 564
Non-recurring items -10 -72 -119 -115 -92 -27 -27 -27
EBIT -55 -117 -196 -255 -176 -71 42 537
Netinterest & other financial effects -7 -7 -1 -23 10 10 10 9
Pre-tax profit -63 -124 -198 -277 -166 -61 51 545
Minority interests/Extraordinary items - - - - - - - -
Taxes 7 72 9 8 9 3 -8 -87
Profit after tax -56 -52 -189 -270 -157 -58 43 458
EPS rep. (NOK) -0.08 -0.05 -0.17 -0.22 -0.12 -0.04 0.03 0.35
EPS adj. (NOK) -0.07 -0.04 -0.06 -0.11 -0.05 -0.02 0.05 0.37
Margins
Operating margin -39% -15% -16% -24% -10% -4% 5% 18%
ROE -12% -6% -8% -12% -4% -2% 3% 22%
ROCE -6% -4% -5% -7% -3% -2% 2% 18%
Taxrate 11% 58% 4% 3% 5% 5% 16% 16%
Growth rates (YoY)
Operating revenues 15% 164% 62% 16% 52% 26% 21% 138%
EBIT (adj) nm nm nm nm nm nm nm 720%
EPS (adj) nm nm nm nm nm nm nm 628%
Cash flow statement (NOKm) 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Pre-tax profit (loss) -63 -124 -198 -277 -166 -61 51 545
Taxes paid - 1 - - - - - -
Depreciation, amortisation & impairments 10 40 64 76 80 90 90 90
Change working capital -16 -174 -3 -72 -64 6 -72 -588
Otheritems 34 196 -6 65 -10 -10 -10 -9
Net cash flow from operating activities -34 -63 -143 -208 -159 25 60 40
CAPEX tangibles -45 -52 -95 -119 -146 -37 -39 -40
CAPEX intangibles - -34 - - -27 -27 -27 -27
Other -16 -178 -49 -15 - - - -
Net cash flow from investing activities -60 -263 -143 -134 -173 -64 -66 -67
Change in debt - - 27 - - - - -
Change in equity 7 401 319 526 931 - - -
Other -0 -3 -6 -7 0 1 1 -1
Net cash flow from financing activities 7 398 341 518 932 1 1 -1
Change in cash and cash equivalents -88 72 55 176 600 -38 -6 -28




Balance sheet (NOKm) 2016 2017 2018 2019 2020E 2021E 2022E 2023E

Goodwill 318 592 609 609 609 609 609 609
Deferred tax asset - - - - - - - -

Licences, property, plant & equipment 132 523 625 765 867 850 835 820
Otherintangible assets 14 27 72 66 66 66 66 66
Non-current Assets 463 1,141 1,306 1,440 1,542 1,525 1,510 1,496
Inventory 36 139 135 205 285 265 327 776
Receivables 35 97 109 183 236 227 275 652
Other current assets 3 54 41 76 76 76 76 76
Cash and cash equivalents 225 295 350 526 1,126 1,088 1,082 1,054
Current Assets 300 584 634 990 1,722 1,655 1,759 2,558
Total assets 763 1,726 1,940 2,431 3,264 3,180 3,269 4,054
Shareholders equity 671 1,409 1,579 1,847 2,621 2,563 2,606 3,064
Non-controlling interests - - - - - - - -

Total equity 671 1,409 1,579 1,847 2,621 2,563 2,606 3,064
Deferred tax liability 14 68 65 63 63 63 63 63
Long-term interest bearing debt 10 7 32 31 31 31 31 31
Otherlong-term liabilities 3 28 74 150 150 150 150 150
Non-current liabilities 26 102 172 244 244 244 244 244
Currentinterest bearing debt - - - - - - - -

Trade payables 17 65 69 92 160 137 174 414
Other current liabilities 49 149 120 248 240 237 245 332
Current liabilities 66 214 189 340 400 373 419 746
Total liabilities 92 316 361 584 644 617 663 990
Total liabilities and equity 763 1,726 1,940 2,431 3,264 3,180 3,269 4,054
Working capital 54 171 174 296 360 355 427 1,015
Net IB debt -215 -288 -318 -495 -1,095 -1,057 -1,051 -1,023
Capital employed 697 1,512 1,750 2,090 2,864 2,807 2,850 3,308
Net IB debt/ equity -32% -20% -20% -27% -42% -41% -40% -33%

Equity / total assets 88% 82% 81% 76% 80% 81% 80% 76%




Share data 2016 2017 2018 2019 2020E 2021E 2022E 2023E

Shares outstanding, year end (mill.) 683.678 998.715 1,113.551 1,222.103 1,311.103 1,311.103 1,311.103 1,311.103
Share price, year end (NOK) 2.03 3.34 4.61 8.65 10.88 10.88 10.88 10.88
Market cap (NOKm) 1,385 3,336 5,138 10,571 14,265 14,265 14,265 14,265
Enterprise value (NOKm) 1,170 3,047 4,820 10,076 13,170 13,208 13,213 13,242
EPS rep. (NOK) -0.08 -0.05 -0.17 -0.22 -0.12 -0.04 0.03 0.35
EPS adj. (NOK) -0.07 -0.04 -0.06 -0.11 -0.05 -0.02 0.05 0.37
DPS. (NOK) - - - - - - - -

Valuation 2016 2017 2018 2019 2020E 2021E 2022E 2023E
EV/Sales 11.9 10.6 10.3 18.7 15.2 12.1 10.0 4.2
EV/EBITDA neg neg neg neg neg >100 >100 21.1
EV/EBIT (adj) neg neg neg neg neg neg >100 23.5
P/E (adj) neg neg neg neg neg neg >100 29.7
P/B (excl. goodwill) 3.9 4.1 5.3 8.5 7.1 7.3 7.1 5.8
Growth (YoY) 2016 2017 2018 2019 2020E 2021E 2022E 2023E
Revenues 15% 164% 62% 16% 52% 26% 21% 138%
EBITDA nm nm nm nm nm nm 571% 375%
EBIT (adj) nm nm nm nm nm nm nm 720%
Pre-tax profit (rep) nm nm nm nm nm nm nm 961%
Net profit (rep) nm nm nm nm nm nm nm 961%
EPS (rep) nm nm nm nm nm nm nm 961%
EPS (adj) nm nm nm nm nm nm nm 628%
Margins 2016 2017 2018 2019 2020E 2021E 2022E 2023E
EBITDA -30 % -10% -10 % -16 % -3% 2% 10% 20 %
EBIT (adj) -39% -15% -16 % -24% -10 % -4 % 5% 18 %
Pre-tax profit -55% -41% -40 % -49 % -19% -6 % 4% 17 %
Net profit -49 % -17 % -39 % -47 % -18% 5% 3% 15%
Profitability 2016 2017 2018 2019 2020E 2021E 2022E 2023E
ROE -12% -6 % -8% -12% -4 % 2% 3% 22 %
ROCE -6% -4 % 5% -7% -3% 2% 2% 18 %

Dividend yield 0.0 % 0.0% 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %




Recommendation, valuation, risk and sources

Recommendation and target price

Recommendation history for Nel during the previous 12 months:

Date Recommendation Target price (NOK)

06/03/2020 Buy 15.00
08/11/2019 Buy 11.95
29/08/2019 Buy 11.95
01/07/2019 Buy 11.95
09/05/2019 Buy 11.95
26/04/2019 Buy 11.95
11/03/2019 Buy 7.00
07/11/2018 Buy 6.00

Valuation

To arrive at our share price target, we have looked at the NPV of the potential
Nikola contract as just one of potential huge application areas of hydrogen. We
also looked at NEL’s pricing vs peers.

Risks

The main risks to our target price on Nel are the following:

= Safety is of key importance for hydrogen adoption and company’s focus on
that is fundamental for our assumptions to materialize.

» The key for our estimate/TP materialization is for the potential of the
contracts to be realized beyond the initial firm orders (Nikola in particular).

= Hydrogen produced via electrolysis is still in early stage of adoption in
various new applications. Other solutions might prove to be more attractive
and hydrogen might not reach the potential that is expected currently.

= R&D risk, as one of the key factors for electrolysis to become more
competitive is to bring the costs down. Nel is working on several projects,
which might (not) yield the expected results.

=  The company is investing heavily into new capacity electrolyser additions —
CAPEX overruns and failure for expected production cost reductions to
materialize pose a significant risk.

=  Legal risk — the company has many patents on which the business is based.
Challenge of these by competitors/suppliers/other third parties pose a risk.

= The company’s revenue stream is mostly in USD and EUR, which pose a
significant currency risk.

=  Political risk — government support is still key for many of the company’s
projects like support from Enova in Norway and grants in the US.

= Access to capital — the company is in a strong growth phase, which requires
investments into working capital and new production capacity.

Sources

The sources used in the preparation of this report were: Nel, Oslo Stock

Exchange, Infront, Bloomberg and Refinitiv Eikon.




DISCLOSURES AND DISCLAIMER

STANDARDS AND SUPERVISORY AUTHORITY

This report has been prepared by Norne Securities AS, which is supervised by The Financial Supervisory Authority of Norway
(Finanstilsynet). Industry standards issued by The Norwegian Securities Dealers Association (Verdipapirforetakenes Forbund)
(www.vpff.no) have been used in preparing this report.

DISCLAIMER

This report is provided for information purposes only. It should not be used or considered as an offer to sell or a solicitation of an offer
to buy any securities. This report is prepared for general circulation and general information only. It does not take into account the specific
investment objectives, investment knowledge and experience and financial situation of any recipient. Investors seeking to buy or sell any
securities discussed or recommended in this report, should seek independent financial advice relating thereto and make his/her own
appraisal of the tax or other financial merits of the investment. Any opinions expressed are subject to change without prior notice. This
report is based on information from various sources believed to be reliable. Although all reasonable care has been taken to ensure that
the information herein is not misleading, Norne Securities AS makes no guarantee, representation or warranty, expressed or implied as
to its accuracy, adequacy or completeness. Neither Norne Securities AS, its employees, nor any other person connected with it, accepts
any liability whatsoever for any direct, indirect or incidental, special or consequential loss of any kind arising out of the use or reliance on
the information in this report.

This report is intended for use only by those persons to whom it is made available by Norne Securities AS. This report may not be
distributed, quoted from or reproduced, in full or in part, in any manner without written approval by Norne Securities AS.

RECOMMENDATION STRUCTURE

Norne Securities’ general recommendations — Buy, Hold and Sell —are based on the expected absolute return on the financial instrument
within the next 12 months, which equals to an upside to the target price, in combination with a risk profile. The target price represents
the price level which the analyst expects the financial instrument to trade at within the coming 12 months. The table below shows the
ranges of returns under different risk levels, based on which the recommendation is being determined:

Total return next 12 months (upside to target price)

Risk Buy Hold Sell
Low > 10% 2% -10% <2%
Medium >15% 3% - 15% <3%
High >25% 5% - 25% <5%

Our risk assessments range from “high risk” to “medium risk” and “low risk” and are based on a subjective assessment of the following
factors: 1) volatility in the share price, 2) liquidity in the share, 3) strength of the balance sheet, 4) absolute earnings level and trend and
5) estimate risk.

Share prices used in the report are as of market close on the last trading day if the report is being published before the stock market
opening, or market price within 15 min. before the publication if the report is published during the trading hours of the Oslo Stock
Exchange.

TARGET PRICE AND UPDATES

Target prices may be based on one or several valuation methods, for instance, the discounted cash flow (DCF) analysis or applying “fair”
pricing multiple(s) based on historical valuation or peer pricing level. Target price may not necessarily equal to the “fair value” of the
financial instrument — certain discount or premium is possible due to various reasons, depending on the analyst’s view of what the price
may be within the 12 months period. Norne Securities AS plans to update the recommendation based on the following events: the target
price is achieved; new accounting figures are released; any significant news on the company or its industry is announced.

DISCLOSURE OF INTERESTS

Norne Securities AS may at any time perform investment banking or other services or solicit investment banking or other mandates from
the company or companies covered in this report. Norne Securities AS may hold positions in securities covered in this report due to its
own-account trading that is part of its investment services operations, such as market making. Norne Securities AS has appointed and
may at any time appoint tied agents to provide investment services on behalf of Norne Securities AS. Tied agents are listed in the public
registry of the Norwegian Financial Supervisory Authority, and an updated overview of appointed tied agents of Norne Securities AS can
be found on https://www.norne.no/compliance/.

PREVENTING CONFLICTS OF INTEREST

Norne Securities AS has arrangements in place with the aim of preventing conflicts of interest. As part of these arrangements, Norne
Securities AS has established information barriers between different parts of the company to restrict and control the exchange of
sensitive information. No direct link exists between remuneration of the Norne Securities AS analysts and investment banking services
provided by Norne Securities AS, but analysts may receive a bonus under the firm’s general bonus scheme. Under our internal regulations,
which have been prepared in accordance with applicable legislation and relevant industry standards, our analysts are not permitted to
purchase new securities in the companies they cover.

NORNE
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http://www.vpff.no/
https://www.norne.no/compliance/

POTENTIAL CONFLICTS OF INTEREST
Norne Securities AS acted as a selling agent in a private placement and subsequent offering in Nel in winter/spring 2019.

This report has not been presented to the issuer before dissemination for a check of factual information.

Share holdings of Norne employees in Nel:

Responsible analyst(s) 0
All Norne analysts 613
Other Norne employees 0
Norne Securities AS 0

The overview of share holdings is updated continuously. A list of total share holdings of the Norne Securities’ employees and the date of
last overview can be found on https://www.norne.no/compliance/. Shareholdings that Norne Securities AS owns as a result of own-
account trading that is part of its investment services operations (such as market making) are not included in the table above.

Distribution of Norne Securities’ recommendations during three months up till December 31, 2019:

Buy Hold Sell
Total recommendations 43 41 4
% of total 49% 47% 5%
Corporate clients* 30 9 1
% of corporate clients* 75% 23% 3%

* Includes publicly disclosed not immaterial investment banking services or issues of financial instruments where Norne Securities AS has
been lead manager or co-lead manager, and market making clients during the 12 months prior to the overview date.

CAUTIONARY NOTE REGARDING RISK

An investment in the company involves risk, and several factors could cause the actual results, performance or achievements of the
company to be materially different from future results, performance or achievements that may be expressed or implied by statements
and information in this presentation. Including, among others, risk or uncertainties associated with the company’s business segments,
development, growth management, financing, market acceptance and relations with customer, and more generally, general economic
and business conditions, changes in domestic and foreign laws and regulations, taxes, changes in competition and pricing environment,
fluctuations in currency exchange rates and interest rates and other factors. Should one or more of these risks or uncertainties
materialise, or should underlying assumptions prove incorrect, actual results may vary materially from those described in this document.
Past performance is not a guide to future performance. Investing in securities may result in a loss of all or part of the investment.

DISTRIBUTION RESTRICTIONS

This report is not intended for and must not be distributed to private customers in the UK or US. Norne Securities AS and its employees
are not subject to the Rules of the Financial Industry Regulatory Authority (FINRA) governing research analyst conflicts. The research
reports are intended for distribution in the United States solely to “major U.S. institutional investors” as defined in Rule 15a-6 under the
United States Securities Exchange Act of 1934, as amended and may not be furnished to any other person in the United States. Each
major U.S. institutional investor that receives a copy of a Norne Securities AS research report by its acceptance thereof represents and
agrees that it shall not distribute or provide copies to any other person. Reports are prepared by Norne Securities AS and distributed to
major U.S. institutional investors under Rule 15a-6(a)(2).

COPYRIGHT
This report may not be duplicated, photocopied or otherwise reproduced, in full or in part, under applicable copyright laws.

THIS REPORT IS SUBJECT TO NORWEGIAN LAW, AND ANY DISPUTE ARISING IN RESPECT OF THIS REPORT IS SUBJECT TO THE EXCLUSIVE
JURISDICTION OF NORWEGIAN COURTS.
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