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Surface Transforms funded for the next phase of
commercial development

60.8

Price:

£94.19 m

Market Cap:

A successful £1.1mln share placing and open offer will help fund the next
phase of development for Surface Transforms (LON:SCE), which has created a
state-of-the-art carbon ceramic brake disc used in high performance cars and
military jets.

1 Year Share Price Graph

Specifically, it will provide the first stage equity component for a £3mln pilot
facility capable of turning over sales in excess of £8mln a year.
This may be some way short of the £60mln in annual revenues generated by
its only other competitor, Brembo, but it will provide a major stepping stone.
It's more than proof of concept; it gives Surface Transforms (ST) the ability to
scale up, reduce costs, and lead times (crucial in the automotive industry) and
create a product that is equal in price, if not cheaper than Brembo's.
Before assessing the investment case, it is perhaps worth looking more closely
at the technology and why it stands out from the crowd.
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Chairman David Bundred likens its process to creating plywood when rivals are
producing chip-board.
What he means is Surface Transforms uses long fibres that it knits together to
produce discs that are structurally sounder than the competitor's technology
that presses together short fibres using a resin as the glue.
The make-up of the ST product means the heat dissipates from the discs more
efficiently, ensuring they are on average 100 degrees cooler than the
competition.
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Website: www.surface-transforms.com
Company Synopsis:
Surface Transforms PLC is engaged in the
development and manufacture of carbon
fibre-reinforced ceramic products (CFRC)
for aircraft brake, automotive brake and
rocket
component
applications.
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"This is the difference between oxidization that leads to a rough surface finish
on the disc causing vibration and the infamous 'brake squeal'," said Bundred.
Carbon Ceramic brakes are corrosion-free, generally lasting the life of the vehicle, and there are significant weight
savings, as well as performance and handling improvements.
In September ST revealed it had landed a deal in the aerospace sector with a military jet maker that is having problems
with the existing carbon ceramic brakes.
Worth £1.3mln annually, it introduces a good early revenue stream, but as Bundred pointed out it has another beneficial
effect.
"It provides a reference site. One of the problems with disruptive technology is getting people to take it on board. So,
having a customer like this is an incredible sales tool," the chairman explained.
The new plant that is being planned, and which will be up and running progressively over a three year period, will have
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the capacity to produce 10,000 discs a year.
This is a significant ramp-up in activity, but is still only a tenth of Brembo's annual output.
"That plant [Brembo's] has 100,000 disc capacity and our customers are telling us we have to match that," said
Bundred.
"We won't go all in straight away, but having demonstrated we can do it with a pilot plant we will then build the plant that
matches the competition."
Success in landing orders has alerted the market to the potential of the ST technology. So much so it is having a
beneficial impact on lead generation, Bundred revealed.
"We have moved from push to pull in the last 18 months. By that I mean we have gone from potential customers not
returning calls, to them ringing us directly about the product."
While the business is starting to flow in, it takes two years for the average order to transform into sales.
This has much to do with getting the car or plan off the drawing-board and into full-scale production, which doesn't
happen overnight.
"The process is a slow build," Bundred admitted.
"But it is a bit like an annuity: once you are on [a vehicle or aircraft] you are on. Certainly when you are on a car you are
there for the model life, which tends to be five to seven years."
Analysts believe September's tie-up with the unnamed military aerospace customer could be followed by other
substantial orders. Eyes are on the automotive space.
However, the chairman is keen, given the commercial sensitivities, to keep his counsel until the deals are definitively in
the bag.
"There is a lot happening. Silence does not imply inactivity," he explained.
The company's broker Cantor Fitzgerald recently raised its price target on the stock to 20p from 15p a share (current
price 13p)
In a note to clients, it said: "ST is just at the beginning of a journey that should see it develop into a significant
automotive supplier over the rest of the decade.
"In our view this transformation is yet to be reflected in the share price."
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
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international
investor
communities.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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