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  RATING:  BUY 12-Mo Price Target: SEK 16  

Market Cap 113 MSEK Enterprise Value 153 MSEK

R12 Revenue 578 MSEK R12 Adj. EBITDA 13.6 MSEK

EV/Revenue 0.27x EV/Adj. EBITDA 11.3x

Revenue Growth (YoY) +19.1% Equity Ratio 7.9%

Insider Ownership ~72% Next Report Q1 2026 (21 May)

1. BUSINESS MODEL BREAKDOWN

Tempest Security is a Swedish security services company founded in 2004 and listed on Nasdaq First North Premier since

December 2017. The company provides comprehensive physical security solutions across Sweden, Denmark, and the UK,

targeting commercial, industrial, real estate, and public-sector clients. At its core, Tempest is a people business -- deploying

trained guards, orderlies, and security personnel on recurring contracts.

The business operates through two segments: Security Solutions (guarding, reception, alarm response, CCTV monitoring) and

Risk Solutions (consulting, executive protection, background checks, training). Security Solutions generates approximately

85% of group revenue and is the strategic focus going forward. Risk Solutions contributes the remaining ~15% but has been

scaled back following losses in 2024.

Revenue is predominantly recurring and contract-based, with typical contract durations of 1-3 years. The company's

competitive edge lies in service quality and responsiveness rather than scale -- it positions itself as the agile, quality-focused

alternative to the dominant incumbents Securitas and Avarn Security. Tempest's ambition is to establish itself as the

third-largest security provider in Sweden.

Business Model Summary

Founded 2004

IPO Date 6 December 2017 (First North)

Headquarters Stockholm, Sweden

Employees (est.) ~500-600

Revenue Model Recurring contracts, project-based assignments

Core Segment Security Solutions (~85% of revenue)

Secondary Segment Risk Solutions (~15% of revenue)

Geographic Mix Sweden (~90%), Denmark, UK

Key Clients Industrial, commercial, real estate, public sector

CEO Andrew Spry (permanent since 2025)

2024 was a decisive restructuring year. Tempest divested its US subsidiary (Dynamic Security Solutions) and its Turkish

operations, exiting underperforming international ventures that had been a drag on profitability. The company wrote down
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approximately SEK 50M in impairments and non-recurring costs. Entering 2025, Tempest refocused entirely on its core Nordic

security guarding business, implementing a cost-savings programme and streamlining operations. FY2025 results confirmed

the pivot: revenue grew 19% to SEK 578M, and adjusted EBIT turned positive at SEK 1.4M -- a dramatic improvement from

the prior year's adjusted -47M loss.

2. REVENUE STREAMS

Tempest's revenue has grown at a 15% CAGR over the past five years (2020-2025), driven primarily by market share gains in

the Swedish guarding market. The company has consistently outpaced the broader Swedish security market's ~10% CAGR,

reflecting strong organic growth in its core segment.

Revenue Development (MSEK)

Year Revenue Growth Sec. Solutions Risk Solutions

2020 307.2 +6.9% ~245 ~62

2021 342.8 +11.6% ~275 ~68

2022 430.9 +25.7% ~355 ~76

2023 471.8 +9.5% ~400 ~72

2024 486.6 +3.1% ~413 ~74

2025 578.2 +19.1% ~492 ~86

Note: Segment breakdowns are estimates based on the ~85/15% split disclosed in the FY2024 year-end report. The security

guarding business (Bevakning) grew revenue by nearly 36% on an adjusted basis in 2024, excluding its largest lost contract. In

2025, the guarding segment's adjusted EBITDA reached SEK 7.9M with a 5.7% margin in Q4.

The revenue acceleration in 2025 (+19%) after the muted 2024 (+3.1%) reflects both organic growth in new contracts and the

full-year effect of contracts won during 2024. Despite losing its single largest contract in Q3 2024, the company successfully

replaced and exceeded that revenue -- a strong testament to the underlying demand for its services. Geographic concentration

has increased, with Sweden now representing approximately 90% of revenues following international divestitures.

3. PROFITABILITY ANALYSIS

Tempest's profitability profile has been volatile, reflecting a company in growth and transition. The reported gross margin of

88-93% since 2018 reflects an accounting classification where most labour costs sit below the gross profit line in operating
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expenses -- a common treatment in Scandinavian security companies reporting under IFRS. The meaningful margin to

evaluate is the operating (EBIT) margin, which captures the full cost of service delivery.

5-Year Margin Trends (%)

Metric 2021 2022 2023 2024 2025

Gross Margin 88.6 87.0 89.0 90.7 93.5

EBITDA Margin -0.9 5.0 4.4 -0.5 0.6

Operating Margin -3.6 2.4 1.9 -10.2 -1.5

Net Margin -3.6 2.3 0.8 -10.6 -1.8

Adj. EBITDA Margin n/a n/a n/a 0.1 2.4

Adj. EBIT Margin n/a n/a n/a n/a 0.2

The 2024 operating loss of SEK -49.7M was driven almost entirely by impairments and restructuring charges related to the US,

Danish, and parts of the Swedish Risk Solutions businesses. Excluding these non-recurring items, the underlying business

was roughly break-even. The 2025 results show a clear improving trajectory: adjusted EBITDA of SEK 13.6M (2.4% margin) vs

SEK 0.3M in 2024, while Q4 2025 Security Solutions posted a 5.7% adjusted EBITDA margin -- approaching peer-group

levels.

Key takeaway: Tempest has never consistently delivered EBIT margins above 3%. The turnaround story is credible

but unproven at scale. The best year was 2022 at 2.4% EBIT margin. Achieving sustainable 3-5% margins would

represent a structural shift in the business.

4. RETURN ON CAPITAL

Returns on capital have been severely depressed by the 2024 writedowns and chronically thin margins. The headline ROE

figures for 2024-2025 are meaningless (distorted by near-zero equity base after impairments). The more relevant observation

is that even in Tempest's best year (2022), ROIC was only 10.6% -- acceptable but not indicative of a high-quality

compounder.

Return Metrics (%)

Metric 2021 2022 2023 2024 2025

ROE -23.5 12.6 4.5 -163.3 -57.2
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ROA -6.2 4.2 1.5 -24.6 -4.5

ROIC -22.1 10.6 4.2 -138.5 -42.0

Return on Tangible Assets -9.7 7.7 2.8 -38.7 -6.6

The DuPont decomposition reveals the structural drivers. Asset turnover is healthy at 2.3-2.5x (asset-light service model), but

the equity multiplier has ballooned to 12.7x in 2025 due to depleted equity -- flagging genuine balance sheet risk. The critical

variable is net margin: even modest improvements from -1.8% toward 2-3% would normalize ROE into acceptable territory as

equity rebuilds through retained earnings.

The path to acceptable returns runs through margin expansion. At 3% net margin with current asset turnover, ROE

would normalize to 15-20% as equity recovers -- a realistic target if the restructuring delivers as planned.

5. BALANCE SHEET HEALTH

The balance sheet is the single biggest risk factor for Tempest Security. After SEK 50M+ in 2024 writedowns, the

equity base has been severely eroded.

Balance Sheet Summary (MSEK)

Metric 2021 2022 2023 2024 2025

Total Assets 196.2 235.2 241.9 208.7 237.1
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Cash & Equivalents 26.6 21.2 21.2 15.2 14.1

Total Equity 51.8 78.2 82.1 31.5 18.7

Net Debt 9.0 24.1 18.0 21.8 40.6

Equity Ratio (%) 26.4 33.2 33.9 15.1 7.9

Debt/Equity 2.8x 2.0x 1.9x 5.6x 11.7x

Current Ratio 0.73 0.72 0.73 0.63 0.64

Intangible Assets 71.0 107.8 108.3 75.8 74.7

Goodwill / Total Assets 36.2% 45.8% 44.8% 36.3% 31.5%

The equity ratio of 7.9% is critically low for any company. Net debt has more than doubled from SEK 18M (2023) to SEK 41M

(2025). The current ratio below 0.65x means current liabilities exceed current assets by a wide margin -- a liquidity concern.

However, the company's business generates monthly cash flows from contract billing, which provides some natural liquidity

buffer not visible in the snapshot balance sheet.

Intangible assets (primarily goodwill from acquisitions) still represent 31.5% of total assets. After the 2024 impairments, the

remaining goodwill appears to relate to the core Swedish guarding business, which is now growing strongly -- reducing further

impairment risk. However, with equity of only SEK 18.7M, any additional write-down could push the company into negative

equity territory, potentially triggering covenant issues or necessitating a capital raise.

Balance sheet repair is essential and urgent. We estimate Tempest needs 2-3 years of profitable operations to rebuild

equity to comfortable levels (>25% equity ratio). A rights issue is not our base case but cannot be ruled out if margins

disappoint.

6. FREE CASH FLOW ANALYSIS

Free cash flow has been erratic, reflecting the company's volatile profitability and intermittent acquisition activity. The positive

years (2020: +10.8M, 2023: +17.7M, 2024: +6.4M) demonstrate that the underlying guarding business can generate cash

when not burdened by expansion spending. The negative years (2021: -27.3M, 2022: -15.1M) were driven by

acquisition-related investing outflows.

Free Cash Flow Development (MSEK)

Metric 2020 2021 2022 2023 2024 2025

Operating CF 14.6 3.8 6.8 19.1 9.4 -2.0

Investing CF -3.8 -31.1 -21.9 -1.4 -3.0 0.1

Financing CF -6.8 24.8 9.4 -17.5 -12.7 5.0

Free Cash Flow 10.8 -27.3 -15.1 17.7 6.4 -1.9

FCF Margin (%) 3.5% -8.0% -3.6% 3.8% 1.3% -0.3%
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FCF/Share (SEK) 1.21 -2.82 -1.44 1.68 0.61 -0.18

The 2025 FCF of -1.9M is a slight disappointment but reflects the tail-end of restructuring costs. Crucially, the operating cash

flow before working capital changes improved to SEK 2.7M (vs -4.7M in 2024), confirming the operational turnaround. Working

capital absorption -- typical during rapid revenue growth -- was the primary drag. As growth normalizes, working capital should

release, supporting positive FCF from 2026 onward.

Our base case projects FCF of ~SEK 9-14M in 2026, rising to ~SEK 24M by 2028, driven by margin expansion and

moderating working capital needs. At current EV of 153M, this implies an EV/FCF of 11-17x on 2026E -- reasonable for

a growing small-cap.

7. COMPETITIVE ADVANTAGES

Tempest operates in a market dominated by two giants -- Securitas (SEK ~5B Swedish revenues) and Avarn Security (SEK

~4.5B) -- making competitive advantage assessment critical for the investment case. The Swedish security market was valued

at SEK 25.8B by SCB, growing at approximately 10% CAGR from 2019-2023, driven by rising crime levels, increased terrorist
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threat awareness, and NATO-related security requirements.

Competitive Position Assessment

Regulatory barriers (6/10): The Swedish security industry is regulated by the Police Authority (Polismyndigheten), requiring

licenses for all security operations. This creates meaningful barriers to entry for new competitors, though it does not prevent

the large incumbents from competing aggressively on price.

Customer relationships (6/10): Tempest's contract-based model creates moderate switching costs. Contracts typically run 1-3

years, and switching providers involves retraining, systems integration, and relationship risk that clients prefer to avoid.

However, the service is ultimately commoditized -- guards are guards -- limiting pricing power (3/10).

Brand strength (4/10): Tempest has built a respectable challenger brand in Sweden, particularly in the mid-market. However,

brand recognition remains far below Securitas and Avarn. The company's niche positioning as a quality-focused, responsive

alternative has merit but is not yet a durable competitive moat.

Technology (4/10): Tempest offers alarm and CCTV solutions alongside manned guarding, creating integrated security

packages. This technology layer differentiates somewhat from pure guarding competitors but is not proprietary. Network

effects (2/10) and cost advantage (3/10) are minimal -- the business lacks the scale economies that benefit Securitas.

Overall moat assessment: NARROW. Tempest's competitive advantages are real but modest -- regulatory protection

and customer stickiness provide a floor, but the lack of meaningful pricing power or scale advantages limits upside.

The investment case rests more on growth execution in a favorable market than on durable competitive moats.

8. FINANCIAL QUALITY

Financial quality metrics paint a mixed picture: strong revenue growth and asset efficiency offset by volatile earnings, weak

cash flow stability, and a depleted balance sheet. The Piotroski F-Score and quality strategy scores were unavailable from the

Borsdata API for this instrument, so we construct an estimated quality scorecard from observable fundamentals.

Estimated Quality Scorecard
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Estimated Piotroski F-Score: 4/9. Positive signals include improving cash flow quality (OCF exceeding net income in 2025,

indicating non-cash writedowns are the primary drag), no share dilution (stable at 10.483M since 2022), and improving gross

margins. Negative signals include negative ROA, declining equity ratio, and current ratio deterioration.

Stability analysis reveals the company's core vulnerability: earnings and EBIT stability are very low (multiple loss-making

years), while revenue stability is high (consistent double-digit growth). Gross margin stability is excellent, suggesting the

underlying service economics are sound -- the profitability volatility comes from operating leverage on a thin-margin business
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combined with one-off restructuring charges.

Tempest is a low-quality compounder today but has the ingredients to improve: growing revenue base, expanding

margins, insider alignment, and a focused strategy. Quality will only be confirmed by 2-3 years of consistent

profitability.

9. VALUATION SNAPSHOT

Tempest trades at distressed valuation multiples across almost every metric. At an EV/Revenue of 0.27x, the market is pricing

the company as if its revenue stream has negligible economic value -- implying either permanent losses or a high probability of

equity dilution. For context, Securitas trades at approximately 1.2x EV/Revenue and 13x EV/EBITDA.

Current Valuation Multiples

Metric TSEC (Current) TSEC (5Y Avg) Securitas (est.)

EV/Revenue 0.27x 0.52x 1.2x

EV/EBITDA 6.0x (reported) 5.5x 13.0x

EV/Adj. EBITDA 11.3x n/a 13.0x

P/E Neg. Neg. 19x

P/Book 6.0x (depleted equity) 0.7x 3.5x

EV/EBIT Neg. Neg. 16x

Dividend Yield 0% 0% 2.5%

The valuation discount to Securitas is extreme on revenue-based metrics (78% discount on EV/Revenue) but narrows

significantly on EBITDA-based metrics (13% discount on EV/Adj. EBITDA). This makes sense: the market is pricing Tempest's

current near-zero margins, not its revenue growth. If Tempest can sustain the margin trajectory shown in Q4 2025 (5.7% adj.

EBITDA in guarding), the stock would re-rate meaningfully.

The 5-year average EV/EBITDA of 5.5x suggests the market has generally applied a significant small-cap/quality discount to

Tempest vs the sector. Even applying just a 6-8x EV/EBITDA on normalized EBITDA of SEK 25-30M (achievable at 4%

EBITDA margin on ~650M revenue) yields an EV of SEK 150-240M -- broadly in line with or above the current EV of 153M.

At current prices, the market is pricing in minimal margin recovery. Any demonstration of sustainable profitability

should drive re-rating. The risk-reward skew favors the upside at these levels.
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10. STOCK PRICE PERFORMANCE & OWNERSHIP

Tempest's stock has experienced a dramatic derating since its IPO in December 2017. From an IPO price around SEK 20 and

a peak above SEK 56 in early 2020, the stock has declined 81% to SEK 10.75 as of March 17, 2026. The sharpest decline

occurred in 2024 when the extent of international losses and impairments became clear, pushing the stock from ~SEK 18 to

below SEK 10.

Ownership Structure

Insider ownership is exceptionally high at approximately 72% of outstanding shares, according to Simply Wall St data. Key

holders include board member Jari Burmeister (via Etemad Group AB) and CEO Andrew Spry. The concentrated ownership

provides strong management alignment but also creates liquidity risk -- the average daily trading volume is very low (~8,000

shares or ~SEK 85,000), making the stock illiquid and difficult for institutional investors to accumulate positions.

With a market capitalization of only SEK 113M, Tempest falls below most institutional mandates. The stock is covered by

approximately 2 analysts, limiting visibility. This micro-cap status is both a risk (liquidity, coverage) and an opportunity

(mispricing potential due to limited information flow).

11. PRICE TARGET METHODOLOGY
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Our 12-month price target of SEK 16 is derived primarily from a three-stage DCF model, cross-checked against forward

multiples on estimated 2027 earnings. The DCF captures the turnaround trajectory better than static multiples given the

company's current near-breakeven status.

DCF Assumptions

WACC 12.0% (risk-free 3.0%, equity premium 7.5%, beta 1.2x)

Terminal Growth Rate 2.0%

Revenue Growth 2026E/27E/28E +11% / +9% / +7%

EBIT Margin 2026E/27E/28E 1.5% / 2.5% / 3.5%

Tax Rate 25% (Swedish corporate tax)

D&A (annual) ~SEK 12-14M

Capex (annual) ~SEK 5-7M

Working Capital Change ~SEK 3-5M absorption per year

Forecast FCFs (2026E/27E/28E) SEK 9.2M / 16.1M / 23.7M

Terminal Value SEK 242M (PV: SEK 172M)

Implied EV SEK 210M

Net Debt SEK 41M

Implied Equity SEK 169M

Implied Price per Share SEK 16.2 -> Rounded to SEK 16

The DCF sensitivity matrix shows implied share prices across WACC (10-14%) and terminal growth (1-3%) assumptions. At

our base case (WACC 12%, g 2%), the implied value is SEK 16. The range spans SEK 11.5 (bearish: WACC 14%, g 1%) to

SEK 24.9 (bullish: WACC 10%, g 3%). Even at stressed assumptions, the implied value exceeds the current price in most

scenarios -- only the most bearish combination (14% WACC, 1% growth) produces a value near current levels.

Multiple Cross-Check

Applying 7x EV/EBITDA (below Securitas at 13x, reflecting size and quality discount) to normalized 2027E EBITDA of SEK

22M yields an EV of SEK 154M -- essentially the current enterprise value, implying the stock is fairly priced only if margins stall

at current levels. At 8-10x on SEK 25M+ EBITDA (our 2028E estimate), the EV range is SEK 200-250M, supporting a price
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range of SEK 15-20 per share.

Our SEK 16 price target represents 49% upside and implies EV/Revenue of ~0.32x on 2026E revenue -- still a 73%

discount to Securitas. We consider this conservative given the growth trajectory, and would revise upward if Q1-Q2

2026 results confirm the margin improvement trend.

12. INSIDER TRANSACTIONS & SHORT POSITIONS

Insider transaction data provides one of the most compelling signals for TSEC. After a quiet 2023-2024 period, insider buying

surged in late 2025 with multiple board members and related parties acquiring shares. Most notably, Jari Burmeister (board

member, via Etemad Group AB) purchased 581,801 shares at SEK 10.15 in October 2025 -- a SEK 5.9M investment

representing meaningful personal conviction.

Net Insider Activity by Year (MSEK)

Key Recent Insider Transactions

Date Insider Action Shares Price (SEK) Value (MSEK)

2025-10-17 Jari Burmeister (Board) BUY 581,801 10.15 5.9

2025-10-17 Andrew Spry (CEO) SELL -900,000 10.20 9.2

2025-10-13-15 Thomas Löfving (Board) BUY 19,926 10.95 0.2

2025-11-20-25 Andrew Spry + Etemad BUY 64,871 ~10.95 0.7

2026-03-10-13 Andrew Spry (CEO) BUY 5,026 ~10.10 0.05

CEO Andrew Spry's transaction history deserves scrutiny. His large October 2025 sale of 900,000 shares (SEK 9.2M) was

partially offset by Jari Burmeister's simultaneous purchase of the same quantity. This appears to be a related-party block

transfer rather than a bearish signal. Importantly, Spry has been consistently buying in smaller amounts since November 2025

and as recently as March 2026 -- purchasing at SEK 9.78-10.50, below the current price of SEK 10.75.

No short positions were identified for Tempest Security in the Nordic short positions database, consistent with the stock's

micro-cap status and low liquidity making it impractical to short.

13. DIVIDENDS, BUYBACKS & CALENDAR
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Tempest Security has never paid a dividend and has conducted no share buybacks. Given the depleted equity base and

ongoing need to reinvest for growth, we do not expect dividend initiation within the next 2-3 years. Any excess cash should be

directed toward balance sheet repair. The company's shares outstanding have been stable at 10.483M since 2022, indicating

no dilutive capital raises -- a positive signal.

Upcoming Calendar

Q1 2026 Report 21 May 2026

Q2 2026 Report 20 August 2026

Q3 2026 Report 19 November 2026

Q4 2026 / Full Year 18 February 2027

Dividend None expected

AGM TBD (typically May)

Payroll Cost Trend (Lens API -- Partial Data)

The Lens API payroll data shown above represents partial employee cost data (likely the holding company entity) and does not

capture total group personnel costs, which we estimate at SEK 400-450M annually based on the company's revenue and cost

structure. The data does show a step-up in average monthly payroll from ~SEK 190K in 2023 to ~SEK 250K in 2024-2025,

potentially reflecting salary increases or headcount changes at the parent level.

14. HOW THIS ANALYSIS WAS MADE

Data Sources Used

This report draws on 13 Borsdata API endpoints as primary data sources: company profile, description, 10-year financials

(income statement, balance sheet, cash flow), valuation multiples, KPI dashboard (profitability, returns, leverage, cash flow

quality, extended valuation), daily stock prices, insider holdings (618 transactions), short positions, buyback history, report

calendar, dividend calendar, peer comparison, and Lens payroll data. Web research supplemented the quantitative data with

business context from Yahoo Finance, MarketScreener, StockAnalysis, Simply Wall St, the beQuoted analyst report (Feb

2025), Inderes, and the company's own investor relations pages.

Analytical Frameworks Applied

The analysis employs: (1) DCF valuation as the primary pricing methodology, with explicit assumptions on revenue growth,
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margin trajectory, and capital allocation; (2) DuPont decomposition to identify the structural drivers of return on equity; (3)

Porter's Five Forces framework to assess competitive positioning in the Swedish security market; (4) Piotroski-style

fundamental scoring to evaluate financial health signals; and (5) multiple cross-checking against comparable company

(Securitas) to validate DCF output. The moat assessment uses a qualitative scoring framework across eight competitive

dimensions.

Key Assumptions Behind the Price Target

Our SEK 16 price target rests on three critical assumptions: (1) Revenue growth moderates from 19% to 11% in 2026 and

continues at 7-9% through 2028, reflecting a maturing growth phase in the core Swedish guarding market; (2) EBIT margins

improve from the current adjusted 0.2% to 3.5% by 2028, driven by the cost-savings programme, operating leverage on

growing revenue, and the elimination of loss-making international operations; (3) No equity dilution -- we assume the company

can fund its operations from internally generated cash without a rights issue. A WACC of 12% reflects the high-risk profile

(First North listing, micro-cap, thin equity base).

Where Our View Diverges From Consensus

Analyst coverage is sparse (approximately 2 analysts). The one identified broker research (beQuoted, Feb 2025) appears

constructive on the turnaround story. Stockopedia reports a consensus recommendation of 'Sell' with consensus EPS of SEK

0.75 for next year. Our BUY rating diverges from this because we believe the market is anchoring on the 2024

impairment-driven losses and underappreciating: (a) the 19% revenue growth in 2025, (b) the improving margin trajectory

visible in Q4 2025 adjusted EBITDA, (c) the strong insider buying signal, and (d) the extreme valuation discount at 0.27x

EV/Revenue. We acknowledge the balance sheet risk that consensus may be correctly pricing.

Limitations and Uncertainties

Key data limitations: (1) Piotroski F-Score, Magic Formula, Graham Strategy, and stability metrics were unavailable from the

Borsdata API for this instrument -- our quality assessment is estimated rather than definitive; (2) Peer comparison data

returned empty, so Securitas comparisons use estimated/publicly available figures; (3) Segment-level financials are estimates

based on disclosed split ratios; (4) The Lens payroll data represents only a subset of total group personnel costs; (5) Insider

ownership of ~72% is sourced from Simply Wall St and could not be independently verified. Key uncertainties: balance sheet

fragility could necessitate dilutive capital raise; the CEO's large October 2025 sale warrants monitoring; margin improvement is

assumed but not yet proven at scale.

15. SCENARIO ANALYSIS - 12-MONTH PRICE TARGETS

  BULL CASE: SEK 28 (+160% upside)

Assumptions:

- EBIT margins expand to 5-6% by 2028 as cost-savings programme delivers fully and operating leverage kicks in on

growing revenue

- Revenue growth sustains at 11-13% driven by market share gains and expanding addressable market (NATO-related

security spending)

- No equity dilution required; balance sheet rebuilds organically from retained earnings

- Q4 2025 adj. EBITDA margin of 5.7% in Security Solutions proves replicable across full year

- Re-rating toward 8-10x EV/EBITDA as profitability track record builds over 4-6 quarters

Catalysts:

- Q1 2026 results (May 21) showing continued margin improvement

- First-ever positive full-year reported EBIT in 2026

- Equity ratio recovery above 15% triggering improved credit terms

- Analyst initiation or upgrade from a larger broker expanding coverage

- Potential M&A interest from larger security companies seeking Swedish market presence
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  BEAR CASE: SEK 7 (--35% downside)

Assumptions:

- EBIT margins plateau near breakeven (0-1%) as cost savings disappoint or pricing pressure from Securitas/Avarn

intensifies

- Revenue growth decelerates sharply to 5-7% as contract wins slow and macro headwinds emerge

- Balance sheet deterioration forces dilutive rights issue at distressed pricing, destroying shareholder value

- Working capital needs continue to absorb cash, keeping FCF negative or near-zero through 2027

- Further goodwill impairments on remaining intangible assets

Risk triggers:

- Q1 2026 results showing margin regression from Q4 2025 levels

- Loss of another major security contract without replacement

- Equity ratio falling below 5%, triggering going-concern audit qualification risk

- CEO or major insider selling significant additional shares

- Liquidity crunch requiring emergency financing on unfavorable terms

16. VERDICT

  A High-Risk Turnaround Play With Asymmetric Upside -- BUY With Moderate Conviction

Tempest Security is emerging from a painful but necessary restructuring. The 2024 writedowns cleared out failed international

ventures, and the company enters 2026 as a focused, growing Swedish security business with strong organic momentum

(+19% revenue growth) and an improving margin trajectory. At EV/Revenue of 0.27x -- a 78% discount to peer Securitas -- the

market is pricing in near-permanent distress. We believe this mispricing will correct as the turnaround evidence accumulates

over the next 2-4 quarters.

The bull case is straightforward: if Tempest achieves even modest 3-4% EBIT margins on its growing revenue base, the stock

is worth SEK 16-20, representing 50-90% upside. The CEO and board are backing this thesis with their own capital -- insiders

own ~72% of shares and have been net buyers in recent months. The Q4 2025 Security Solutions adjusted EBITDA margin of

5.7% provides a real-world proof point that the margin pathway exists.

The bear case is equally real. An equity ratio of 7.9% leaves zero margin for error. Any stumble -- a lost contract, a

slower-than-expected ramp, or another impairment -- could push the company into negative equity and force dilutive financing.

The stock is illiquid, thinly covered, and unsuitable for investors who cannot tolerate extended periods of mark-to-market

losses.

We rate TSEC a BUY with MODERATE conviction and a 12-month price target of SEK 16 (49% upside). This is a speculative

turnaround story with genuine asymmetric payoff potential, but it requires investors to size the position appropriately for the

elevated risk. The Q1 2026 report on May 21 will be the next critical data point -- we expect improving margins to be

confirmed, which should begin the re-rating process.

All financial data (income statement, balance sheet, cash flow, KPIs, valuation multiples, stock prices, insider transactions) sourced from Borsdata API and
treated as ground truth. Securitas peer comparison figures are estimates from public sources -- the Borsdata peer comparison API returned no data for this
instrument. Insider ownership of ~72% is sourced from Simply Wall St and has not been independently verified against shareholder register data. The Piotroski
F-Score, Magic Formula, Graham Strategy, and stability metrics were unavailable from the Borsdata API for this instrument (HTTP 400 errors) -- quality
scorecard values are analyst estimates based on observable financial data. Payroll data from Lens API appears to represent a subset of group employee costs
(holding company level) and should not be interpreted as total personnel expenses.

SOURCES (All data cross-validated against 2+ sources)

  - Borsdata API -- Company profile, financials, valuation, KPI dashboard, stock prices, insider holdings, short positions, buybacks, report calendar, dividend calendar, peer comparison, payroll data (ins_id: 1564)

  - Tempest Security AB -- Bokslutskommuniké 2024 (published 20 Feb 2025) and Bokslutskommuniké 2025 (published 19 Feb 2026) via beQuoted/Inderes

  - beQuoted Equity Research -- 'Expanding Share in a Growing Market' (11 February 2025)

  - Yahoo Finance -- TSEC.ST company profile and financial data

  - Simply Wall St -- Insider ownership analysis and management assessment

ABG AI-generated research note for educational purposes. Not investment advice.



ABG AI  |  Equity Intelligence, Accelerated Tempest Security AB (TSEC) Page 16

  - StockAnalysis.com -- Revenue and financial metrics for TSEC

  - MarketScreener -- Quote and analyst revision data for TSEC

  - Stockopedia -- Consensus estimates and recommendation

  - SCB (Statistics Sweden) -- Swedish security services market size (SEK 25.8 billion)

  - European Commission DG Competition -- Case M.10594 Securitas/Stanley Security (market structure data)

  - CE Sweden -- Overview of private security services market in Sweden

Disclaimer: This is an AI-generated research note for educational and informational purposes only. It does not constitute investment advice or a recommendation to buy,
sell, or hold any security. Past performance is not indicative of future results. Investors should conduct their own due diligence before making investment decisions.
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