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Cards up the sleeve                          
Redeye initiates coverage of the biometric payment card technology company 
Zwipe, with a cautiously optimistic stance. The initial year as a public company 
has been challenging. As the end market has evolved rather slowly, Zwipe has had 
difficulty progressing in accordance with plans. While the risks are still high, in our 
view, there is a real case for revival in the year(s) ahead, something which the 
stock at current levels arguably fails to recognise.     

Benefits from strong IP & game-changing deal with Idemia 

Zwipe has recently partnered with the world’s second largest card manufacturer, Idemia – 
a clear indication of its competitiveness. This improves the ability to manufacture biometric 
smart cards (”BSCs”) cost efficiently, in turn imperative to the success of BSCs. The 
partnership targets a reduction of card costs by over 50%, implying potential cost 
leadership. We view Idemia and Zwipe’s IP as strong cards up Zwipe’s sleeve. Zwipe has 
been granted wide patent protection for how terminals identify a biometric card, a 
prerequisite for processing biometric contactless payments. 

Advantages of biometrics too great for the market not to take off  

BSCs have been "just around the corner" for many years, but nothing has yet materialized. 
We believe, however, that cheaper cards stemming from the Idemia/Zwipe solution may 
facilitate commercial volumes already by 2022. Contactless BSCs combine state of the art 
security and high convenience, i.e. faster retail checkout and no need for PIN codes. This 
should generate more transactions and revenues for the issuing banks. Thus, we feel BSCs 
are simply too good not to happen. We are cautious about market penetration rates, 
however, as banks are reluctant to pay large premiums compared to standard contactless 
cards. We expect the initial market to be limited to 20% of the 4 bn payment cards shipped 
per year, based primarily on premium cards.    

Initiate with a base case of NOK 9 - however, no short-term catalysts  

We regard the stock as oversold and expect as much as +60% possible uptick to our base 
case of NOK 9. Our bear case is based on delayed market traction and a subsequent fire 
sale of the IP. In our bull case, we see upside potential of ~350% to NOK 25 based on three 
times higher BSC penetration. The wide fair value range illustrates the uncertainty of 
Zwipe's market. We do not see any short-term catalysts driving the stock, considering that 
we do not expect new pilots before Q4. Having pilots running around year-end is critical, as 
we expect the stock market to start discounting another financing round by then.  
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Investment case  
See page 1 for our investment case.   

Key stock catalysts  

Several announced partnership agreements with large card manufacturers have not stopped 

the stock price from falling. What we believe could turn the downward trend is: 
 

Proven breakthrough in production costs.  

The partnership with Idemia did not positively impact the share price. Investors may not feel 

sure about costs actually coming all the way down to 10 dollars. A verified cost progress 

could change the sentiment. We believe there could be a cost breakthrough in 2020.  

 

Pilots 

The most important catalyst during the next 12 months, in our view, is card pilots, from 

existing and new partnerships. We also see potential wearables pilots. 

 

First commercial order for the Idemia/Zwipe-solution.  

Pilots are one thing, but a commercial order from the Idemia collaboration will prove that 

there is a substantial value in Zwipe´s offering. We think this happens in H2 21, at the earliest. 

 

Counterthesis & bear points  
The following are the main risks we have identified in relation to our investment case. 

 

The cards might still be too expensive.  

Today, a BSC costs around USD 20 to make, i.e. 5-10x more than a regular contactless 

payment card. This cost discrepancy is, in our opinion, what has delayed the market. We 

expect costs to decrease in the future, but the main question is when cards will be cheap 

enough to replace today's alternative. Banks have shown little interest in cards coming at 

USD ~20. From our channel checks, we see a significant risk that a cost of USD 8-10 might 

not be low enough for the market to make a substantial take-off. 

 

Today´s payment system works  

Today’s payment system is not perfect, but arguably good enough. Despite risks, consumers 

are happy to pay with regular contactless cards, which is possible without using pin codes for 

transactions of around USD 20-40 and below. We see a risk that BSCs do not solve a major 

need for the banks, but rather only provide slight improvements, as most contactless 

transactions today do not need pin codes. This speaks against a substantial market take-off. 

 

Larger competitors can cope with market delays 

Competitors, like NXP, are substantially larger and have stable sales and earnings from other 

segments. If the mass-market production gets further delayed, again, they have enough 

financial means to sit it out. This is a luxury that Zwipe does not have, i.e. market delays are a 

more serious threat to Zwipe. 
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Company overview       
Founded in 2009, Zwipe is a first mover in biometric smart cards (“BSCs”). It develops 

fingerprint authentication technology, at the moment focusing on payment cards. However, 

we expect access cards to follow eventually. The company is still essentially pre-revenue, but 

has an exclusive technology distribution agreement with the world´s second-largest card 

manufacturer, Idemia. As we will outline below, we expect this deal to facilitate a market 

breakthrough and growth going forward, with commercial volumes from 2022.  

  

Zwipe is located in Norway but it has offices in Munich and Colorado. Aside from its listing on 

the Norwegian Merkur Market, Zwipe was recently dual-listed on First North in Sweden. We 

believe the Swedish dual-listing is positive on the margin, but we do not see it as a game-

changer for the stock sentiment.  

 

 

 

 

 

  

History Key company milestones

2009 Incorporated in Norway under the name OrigioID AS by the university-students Joakim 

Solberg and Kim Huborstad. 

The company won “Europe`s most innovative business idea”.

2009-2013 Around NOK 5m was raised through funding rounds and the same amount through grants 

and loans from the government institution of Innovation in Norway. 

Zwipe´s core technology was developed during this time.

2013-2014 In cooperation with Mastercard and Eika Bank, the world`s first payment card trial utilizing 

biometric authentication on card was done.

NOK 23m was raised.

2015 	Private placement towards Chinese Photon Future was raised through NOK 41m in equity 

and NOK 27m through convertible loan.

Established a subsidiary in Colorado, USA. Nowadays the R&D part of Zwipe.

2016 Demonstrated the first ever biometric dual-interface payment card

2017 Capital raise of NOK 27m through private placement

Another capital raise of NOK 44m

2018 Announced partnership with Visa and the largest payment card manufacturer in the world, 

Gemalto.

André Lövestam became new CEO as the founder Kim Humborstad instead became chief 

growth officer(CGO)

Capital raise of NOK 20m, plus convertible loan of NOK 8m.

70% reduction in energy consumption for cards while lowering costs

Granted EUR 2.3m from the largest European Research and Innovation program.

Partnership with Tappy technologies to launch biometric enabled wearable payments.

2019 IPO to a valuation of NOK 189m with a capital raise of NOK 120m.

First project of payable weareables initiated, with Giesecke & Devrient 

Agreement with Idemia, the world’s largest biometric payment card manufacturer

Announced capital raise of up to NOK 74m.



dsfdsf  REDEYE Equity Research   Zwipe  19 February 2020 
 

5 
 

Stock performance   
The image below shows the stock journey since the IPO a year ago. It has been a 

rollercoaster downwards, and the share price is currently down ~70% since the IPO of NOK 

20. At the same time, the company is, in several regards, better positioned today than at the 

time of the IPO. The deal with Idemia has the potential to make BSCs at half of today’s cost, 

thus radically changing the cost structure. We believe the market has neglected this, which is 

understandable, as the narrative has been dominated by missing certification when partner 

Thales (formerly Gemalto) certified a card without Zwipe. Zwipe communicated that it 

expected certification in H1 2019, and it naturally weighed on the perceived credibility of the 

company when this did not materialize. At the time of the IPO, Thales was the primary 

partner. When Thales received its certification without Zwipe, it naturally put pressure on the 

share price. Our working hypothesis is that Thales has taken a new strategic route that 

currently does not involve Zwipe at all. This is negative as Thales’s share of the total smart 

card market is almost 25%.   

 

 

 

There is also a general disappointment stemming from the market evolving slower than 

anticipated. We think investors expected more pilots related to the new partner agreements. 

However, we believe it is hard for Management to predict the exact timing of an uncertain, 

evolving market like the one of biometric cards. 

 

We expect the overhang from high allocation to guarantees in the recent rights issue to weigh 

on the share price and limit the impact of positive news. It is hard to discern the effect on the 

share price from guarantees offloading shares, as the founder and former executive and 

board member, Kim Humborstad, also has sold shares. As of February 11th, Humborstad 

owns around 1.8% of the shares (9 % before the latest rights issue). Humborstad left the 

company in December. He declined to comment on the reason behind his departure, so we 

can only speculate. Humborstad, in our view, was instrumental in creating Zwipe and 

establishing its current position. It is not unusual for an entrepreneur to leave the company at 

a later stage, e.g. when it is entering a commercial phase. However, we were surprised that 

he left the Board and sold shares on the current depressed levels. In our view, the fact that 

Humborstad, with his excessive industry knowledge, has sold shares is a negative signal for 

the stock. The recent listing on First North in Sweden gave the shares a welcome push 

upwards though. Stocks in Sweden generally have a higher valuation, and Zwipe hopes the 

listing will further increase the interest in the stock.  
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Market  
Zwipe is, in our opinion, a top-down play on an evolving, new market. Therefore, we will start 

by describing the market drivers, as they are crucial for our investment case.  

Market drivers  
 

Faster & more convenient contactless payments 

Every time someone uses a payment card, it creates transaction fees for the retailer. Both the 

card-issuing bank and the payment network providers (Visa and Mastercard etc.) get a share 

of the fees. Banks and card networkers thus make more money the more transaction 

volumes are made with their issued payment cards. Hence, their main priority is to increase 

card transactions and make war on the use of cash, by simplifying the card payment 

processes, e.g. pushing contactless payments (and eventually biometric cards).  

 

The transaction fees are paid from the retailer’s merchant bank to the card-issuing bank, in 

order to access the payment infrastructure. The sizes of the fees vary depending on several 

variables, but in the US, it is around as high as 2 % per transaction, primarily due to lower EMV 

chip penetration. In many European countries, it is much lower. For example, it is only 

approximately 0.2 % in Sweden. Regardless, card transactions bring in huge revenues for the 

banks and payment schemes like Visa and Mastercard. The case for biometric contactless 

payment cards is that they will increase the speed of transactions and hence lead to more 

transactions. While contactless payments are growing rapidly, there is a cap/limit of around 

USD 20-40, meaning pin codes need to be used each time for higher amounts than the limit, 

alternatively every fifth transaction. The BSCs will, in our view, remove the limits completely, 

as there would no longer be any point in using pin codes. This should increase the volume of 

card transactions and thus render more revenue for the banks and Visa/Mastercard. Faster 

transactions are positive for retailers as well. Removing the cap for contactless transactions 

will speed up the checkout time and shorten lines at the cashiers. We believe this is crucial 

for several types of retailers, especially those that are affected by rush hours and sudden 

bottlenecks, e.g. entrance fees or snack purchases for major events (sports, concerts etc.).   

 

Zwipe's technology targets the contactless cards where users just swipe the card over the 

terminals, without using pin codes, i.e. it is the fastest and most convenient payment method 

(for mobile payments, see the competition section). In our view, contactless is therefore the 

future of payments, given the level of convenience for users and profitability for the value 

chain. Visa and Mastercard have mandated that all payment terminals in Europe, by this year, 

must accept contactless payments. Furthermore, Eurosmart estimates that by 2023, all new 

EMV payment cards shipped will be contactless (see graph below).   

 

 

Contactless cards & total cards (mil.)

Source: Zwipe Prospectus Dec 2019
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The US is lagging in the adoption of EMV chips, but we see no reason for contactless 

payments not to become standard in the US as well. Currently, around 2 billion contactless 

payment cards are shipped annually, and this figure is expected to grow to 4 billion by 2023, 

as indicated in the graph above. The almost cash-free society of e.g. Sweden is not the 

standard globally, and most purchases are still made by cash around the world. Thus, 

payment cards still have large growth potential in capturing market shares from cash. 

 

Contactless also means reduced costs for both issuers and consumers. Both card terminals 

and payment cards get worn out significantly faster with contact-based cards compared to 

contactless. All insertions in the terminals eventually lead to wear and tear for both the chip 

on the card and the terminal.    

 

Higher security brings peace of mind   

According to the Nilson Report, card fraud costs as a percentage of transaction volumes 

have decreased since 2016, i.e. total fraud costs are not growing as fast as the card 

transaction volumes. Physical card payments have become more secure, but card-not-

present (CNP) fraud (like online) is projected to grow aggressively, according to data from FT 

Partners Research. BSCs can prevent card-present fraud, but it is not effective in mitigating 

CNP fraud, e.g. online fraud. Thus, in our view, the mitigated risk of fraud is not a key market 

driver. Even though CNP transactions only make up for 15 % of sales volumes, they account 

for a majority of the fraud. To use biometric technology in CNP transactions requires an 

expensive solution, and it is therefore disregarded by Zwipe, for now. Thus, BSCs will not help 

banks directly in eradicating the main fraud problems (online).  

 

An equally important question, however, besides actual security, is the perceived security. 

BSCs can help users feel peace of mind. The worst nightmare for the payment schemes 

would be if cardholders stopped using their contactless cards due to a feeling of unease 

regarding the security. We believe we are far from this point today, but we want to point out 

that BSCs are considered significantly more secure than alternative methods, according to 

several pilot surveys and studies from schemes and others, (see e.g. the image from Visa 

below). We note that these results seem to mirror what users think about fingerprint sensors 

in smartphones, which has now become standard.  

 

 

The importance of top of wallet 

Banks are the ones ultimately buying the cards and deciding the future of them. If banks do 

not see enough value in biometric cards to justify paying a significant premium for them, the 

market will simply not take off. A large driver for BSCs, in this context, is the desire of banks 

to become the top of wallet card for its consumers. Many people have several payment cards 

Security perception among card users

Source: VISA ready for Biometrics report, AYTM Market research, April 2018, among pilot participants
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from different banks, but use only one card for over 90 % of their transactions. Biometric 

contactless cards should be the wallet’s fastest (no time-consuming pin codes), most 

convenient (just place it on the terminal), and most secure (it's easier to steal people’s pin 

than their fingerprints) card. Consequently, several surveys have indicated that a BSC has a 

high probability of becoming the top of wallet card, which will increase revenue substantially 

for the issuing bank, as more transactions mean more revenue.   

 

Reasons why the market has not taken off yet 
The whole payment ecosystem seems to benefit from BSCs, but why is the market not taking 

off? Biometric payment cards are currently ready for production, but banks are not yet willing 

to pay for them. Costs are, in our view, the primary explanation. Or, expressed in another way, 

the perceived value does not match USD 20 per card. BSCs are therefore not currently 

replacing standard payment cards that only cost around USD 2-4 to manufacture.   

  

One should note that conventional cards are not provided free of charge. A normal debit card, 

from a regular Swedish bank, today costs the user around USD 30 in a yearly fee. A lot of the 

30 dollars currently stems from banks charging money for their service on top of the actual 

card cost. Thus, if we assume a cost of around 15 dollars higher for BSCs, the bank would in 

theory only have to increase the price by around 50% for the customers (to 45 dollars from 30 

in this example), to finance its BSC costs.   

  

The inflection point of when cards will be cheap enough for banks will likely depend on the 

bank and region. CSOB bank in the Czech Republic e.g. has said it is willing to pay a premium 

of maximum 50% for BSCs, which we believe would be equal to USD 6, at the highest. This is 

similar to our channel checks with other banks, but we assume niche banks with a premium 

focus can start to adopt cards at a total cost of USD 10 per card. However, for a BSC to 

become a staple card of any wallet, we assume it must come down to at least USD 6.  

  

We believe the coming Idemia/Zwipe packaged secure element solution will have costs as 

illustrated below (for more details on Zwipe’s offering see the business model section). Zwipe 

says it (together with Idemia) can independently, by its own actions, reach a cost for its 

solution that brings the total card cost to below USD 10 card, with a long-term target of USD 

5. This is done by reducing 30 inlay components to a single chip. At USD 10, most cost 

pressure will be concentrated to the fingerprint sensor, as it will be the single most expensive 

component of the card. Fingerprint Cards (FPC) has a dominant position in this space today 

(being chosen in all 21 pilots), suggesting strong bargaining power, before competitive 

dynamics change. We assume FPC will use its learnings from the mobile capacitive area to 

come down to USD 2-3 in cost with the next generation of T-Shape. As summarized below, 

this should result in a card cost of USD 5-8, i.e. a price of USD ~10 with USD 2-3 in mark-up 

for card issuers. 

 

1. Fingerprint sensor  USD 2-3 

2. Packaged secure element (incl. algo) USD 2-3  

3. Card manufacturing cost USD 1-2 

4. Mark-up for card issuer  USD 2-3 

5. Total   USD 7-11 

 

We believe Zwipe’s mark-up and share of the card value will differ, which we will cover in the 

business model section, where we analyze the Idemia partnership in greater detail. 
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Redeye’s forecasted relevant, addressable market for biometric cards  
We will first estimate the relevant market top-down, i.e. the kind of cards we believe have the 

potential to become biometric in the coming years, as described below. Then, we estimate 

how many cards from this relevant market that will actually become biometric.  

We assume biometric cards could replace regularly priced payment cards across the board if 

costs reach around USD 5-7 per card. In an initial stage at a cost level of around USD 10, like 

in the Idemia/Zwipe solution, we believe, however, that BSCs initially will be more relevant for 

premium cards, such as Gold and Platinum credit cards. The tricky parts are therefore to 

assess at what costs banks will be interested , and how long it will take to reach this level. 

 

Why is bringing down cost so important for Zwipe and the card manufacturers, and why is 

USD 10 a magic threshold? Firstly, we believe that when a card costs below USD 10 on low 

volumes, the scalability from higher volumes, given how the semiconductors industry in 

general works, could further reduce cost to attractive levels for banks. The historical 

comparison between contact-based cards and contactless also provides a relevant lead in 

this context, as banks benchmark BSCs against contactless cards. Initially, at the beginning 

of the adoption of contactless, the price premium for contactless over contact-based cards 

was 5x. It has now come down to about 2x. We believe BSCs will resemble this trend, as 

there is a strong correlation between decreasing costs, narrowing price gap and increased 

adoption. We assume the case for card manufacturers is to replicate the contactless card 

journey with biometric cards. On one hand, the roll-out should be faster for BSCs as all the 

infrastructure is in place and there is no required change in the user behavior. On the other 

hand, the leap in advantages is not as significant, in our view. The contactless adoption was 

about going from 0% of purchases being contactless to ~80%, i.e. almost always contactless. 

The BSC revolution is instead about capturing the last percentages, which we believe requires 

a lower premium over contactless than 2x, maybe around 50%.   

 

Aside from the contactless, there are other examples of willingness to pay up for new, 

innovative solutions: We note that there are examples of banks paying USD 8 for a dynamic 

CVV card. Moreover, many people that are afraid of being hacked buy RFID blockers for SEK 

~300 to put in their wallets. Another indication is the metal cards from Revolut. Despite a 

price of USD 17 per month, Revolut has issued 3 million cards. These examples, in our view, 

support the thesis that a BSC price of e.g., USD 8 might work, provided that the bank has a 

suitable business model around the card, e.g. by bundling it.  

 

There are different types of cards, and some are more inclined to adopt biometrics. We 

forecast that the first wave of adoption will primarily, albeit not exclusively, be related to all 

kinds of premium cards from gold, platinum, and above. The higher interest of premium 

cardholders is partly due to a higher need for security related to larger deposits, and these 

wealthier people are also less price sensitive. The primary reason though, is that the larger 

transactions of these customers bring in the most revenue for the card issuers, making this 

group critical. Thus, we assume banks are much more prone to adopt new innovations, such 

as BSCs, in order to win premium market shares. Our estimates have used a 20% share of 

total cards to capture the whole premium group, although in Europe and the US, our channel 

checks point to a larger premium penetration than 20%. This might sound like a lot at first, 

but there were already hundreds of millions of gold cards in circulation about two decades 

ago.  

  

The market can also be segmented in credit cards versus debit cards. In the premium group, 

we assess that credit cards will be the primary market in the beginning, as credit cards have a 

larger share of high annual fees, compared to debit cards. Furthermore, the increased safety 

is probably more important for credit cards as credit cards enable you to withdraw more than 

is deposited on the account. Lastly, credit cards often become top of wallet cards, and are 
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used a lot (remember, more transaction volumes equal larger fees), as they frequently have a 

bonus such as cashback when used.  

  

Globally, almost half of all payment cards are credit cards. Extrapolating data from the US, we 

estimate around 25 % of all credit cards to have annual fees, which corresponds to 

approximately 12.5 % of all payment cards. There are also fees for debit cards, although 

seldom above USD 30. We, therefore find it reasonable that 15 % of debit cards potentially 

could become biometric cards. We also consider tech-savvy and fraud averse individuals who 

want the added element of safety and are ready to pay up for it, although this group is hard to 

quantify. These people can go out of their way to get the card, even if their regular bank does 

not provide it as the standard payment card.   

 

Summarizing the factors above we arrive at a reasonably conservative relevant market of 

20% of the total cards shipped, or a potential of about 900 million cards per year, as indicated 

in the table below. This can be compared to the banks with the 21 ongoing pilots, which we 

estimate have over 270m customers combined.  

  

 

 

Volumes can easily become large if a major bank decides to roll out BSCs. If e.g. Barclays or 

Intesa Sanpaolo would roll out biometrics in 20% of their cards, it would alone mean ~5m 

cards each. Thus, our estimates could quickly prove to be conservative. In the graph below, 

we have compiled data for 15 of the largest banks in Europe, the US, and Middle East, 

respectively. The 15 major European and US banks have about 500m and almost 700m 

customers, respectively. In total, we believe the 29 largest banks in US have ~740m 

customers, while 39 of Europe’s largest banks have ~670m.       

 

 

 

We suspect the numbers are not all apples to apples when it comes to what is defined as a 

customer for each different bank. Some figures are local and some are global. However, we 

still regard the figures as conservative, as we assume many banks issue more than one card 

Estimated biometric payment cards market

2021 2022 2023

Total EMV payment cards shipped (bn. units) 4.1 4.3 4.5

Relevant market of total cards shipped 20% 20% 20%

Zwipe relevant market volumes (mil.) 830 869 910

Penetration in relevant market 0% 1% 3%

Biometric smart cards (mil. units) 0.6 9 31

BSC share of total cards 0% 0% 1%

Source: Redeye Research, The Nilson Report, Other various industry sources

Number of customers for the 15 of the largest banks per region

Source: Redeye Research, various industry sources
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per customer. The main message, however, is that there are many banks with substantial 

amounts of customers. Our research points to the average major European and US bank 

having around 17m, and 25m customers, respectively.    

 

In our base scenario, we initially expect a single digit penetration (3%) of the addressable 

market in 2023 (1% of the total payment card market) as banks have seemed reluctant when 

it comes to paying a premium for the new technology. Our channel checks suggest that USD 

8-10 might not be low enough. Consequently, it might take a bit longer to reach an adequate 

price. Moreover, the breakthrough has been "just around the corner" for several years, but 

biometric cards have still not taken off. Our base scenario has not included any 

groundbreaking changes in the industry, like Visa or Mastercard mandating biometric cards 

to become standard, or a more substantial decline in BSC costs than Zwipe’s target. Such 

changes could make the BSC penetration go through the roof.    

  

Furthermore, the substantial regional differences in payment systems make us believe that 

some regions will have a minimal adoption of biometric cards. Currently, the payment 

systems look very different, depending on the region. In China, mobile payments rule, 

whereas in Germany cash is king. In the US, the prevalence of contactless cards is limited. 

Where and exactly how biometric cards will emerge is, in our view, uncertain. But we believe 

the Middle East and Europe are to become the most prominent markets in the short-term, 

especially because this is where most pilot programs have started, suggesting a higher 

interest from banks in these regions.  

 

Other forecasts of the biometric card market  
As biometric payment cards are an entirely new technology, consumers' willingness to 

adoption is uncertain. Surveys, however, seem to indicate that acceptance is quite 

widespread. In a VISA study for instance, two out of three consumers were interested in 

conducting future payments through fingerprint identification. Moreover, the associated 

survey in Zwipe's Bank of Cyprus pilot showed that after using a card with Zwipe's 

technology, 88% claimed they would like to have a biometric payment card and would 

recommend it to a friend. This indicates that many value the technology, but it is harder to 

conclude how large the willingness to pay is. However, in its Q4 report Fingerprint Cards 

presented survey data suggesting that 50% of the participants would consider paying a 

monthly fee for a BSC.   

  

One relevant aspect for the pace of an eventual roll-out is that users do not need to change 

their behavior. When paying, they only need to place their finger on the fingerprint sensor on 

the card when they, as per usual, hold the contactless card against the payment terminal. 

Lastly, many consumers are used to fingerprint verification from their smartphones which, in 

our view, further should increase acceptance of the technology. 

  

A report from Edgar & Dunn in 2018 forecasted a rapid BSC growth and 7 billion cards in 

circulation by 2027. Another study from Goode intelligence also forecasts rapid growth. We 

expect, however, the actual market in 2027 to be significantly smaller than the above reports 

have forecasted (see our estimates above). Furthermore, the market breakthrough, in our 

opinion, seems already delayed by about ~2 years, compared to these market reports.  
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Other potential markets 

Zwipe temporarily abandoned the biometric personal identification market in 2018 to narrow 

its focus to the payment industry. We believe the identification market can be a valuable 

business in the future as corporate access cards have even larger volumes than payment 

cards. Governments are also potential customers through personal identification cards that 

prevent fraud and bring financial inclusion to populous third world countries. 

  

Another possible segment is IoT and wearables, such as wristbands for payments or 

activation of car keys. The company still pursues these opportunities, as indicated in the deal 

with Giesecke+Devrient (G&D) related to a wearable payment device for a leading European 

bank. The customer decides if and when a pilot will be launched, but the project is on track, 

and Zwipe is pleased with the response from the customer. Wearables is a potentially large 

market for the future, but as of now, we believe it is too uncertain and early to include any 

meaningful volumes in our estimates. 
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Business model & strategy   
Zwipe does not make fingerprint sensors, nor is it a card manufacturer. Instead, Zwipe will 

provide packaged secure elements (including the Idemia/Zwipe chip), passive inlays, applets, 

packaging and software. Zwipe’s customers will be the card manufacturers. The key aim for 

Zwipe going forward is to sell the solution from its collaboration with Idemia to other card 

manufacturers.     

The Idemia partnership  
In September 2019, Zwipe partnered up with the world's second-largest card manufacturer, 

Idemia. The deal, in our view, is critical for Zwipe's future success. The partnership targets an 

industry-leading cost profile with a total card cost of USD 10 by the end of this year, whereas 

the cheapest cards today costs about USD 20. The only other player with a known timeline to 

come down to USD 10, that we know of, is Infineon, and in our view, this will not happen 

before 2023 (see competition section).   

 

The partnership will cost Zwipe payments in tranches of NOK 38-39m in total, but it will lead 

to reduced annual costs for Zwipe of NOK 40m. This is almost a 45% decrease in annualized 

costs, if we extrapolate the last reported figures. The workforce will decrease from 38 to 22 

employees, and R&D investments will diminish. The reduced costs stem from Zwipe radically 

changing the way it operates, letting Idemia take over the responsibility of several of Zwipe's 

tasks in the tech. Instead of, as currently, integrating more than 30 different components onto 

the card inlay, the new cards will integrate all functions into a single chip provided by Idemia, 

i.e. a packaged secure element. It is unclear to us if there were other reasons behind the deal, 

i.e. if it was an unwanted necessity for Zwipe to reduce costs, or e.g. a strategic move to end 

dependency on secure elements from current/future competitors. We guess it was a mixed 

bag. Nevertheless, the deal is, in our opinion, positive. Moreover, the Idemia deal turned up 

shortly after the Thales/Gemalto partnership (seemingly) eroded, but we cannot tell how 

much the Thales situation affected the Idemia partnership or Zwipe's bargaining power. 

Zwipe says the Idemia deal is completely unrelated to the Thales relation. 

  

It is important to note that the core of the deal is that Zwipe will have exclusive rights to use 

and sell the Idemia-manufactured chip to other card manufacturers for the lifetime of the 

product, minimum six years. Thus, Zwipe can use the technology to enable a complete card 

together for other card manufacturers. The scope of Zwipe's offering to different card 

manufacturers will however, in our view, vary (see the table below). For cards produced by 

Idemia, Zwipe will hardly do anything in the cards. Cards produced by small manufacturers 

will probably adopt a fairly complete solution from Zwipe, as they do not have the capacity to 

do as much inhouse as larger players. These cards could possibly include software and 

packaging of the chip, the enrolment solution, integration consultation, and the passive inlay 

of the card, as summarized in the table below. Lastly, large card manufacturers can 

presumably, in-house, perform most of the solutions provided by Zwipe, except for the 

packaged secure element, which we believe will be the primary offering towards these 

players for Zwipe.   

  

 

 

There are pros and cons to the Idemia partnership. It will lead to substantially reduced 

investment costs for Zwipe, but presumably, also lower value per card, as Idemia will take 

care of all hardware, the power harvesting, and the matching algorithm. The deal is favorable 

Zwipe's offering to different card manufacturers

Cards produced by: Products we believe Zwipe will provide:

Idemia Nothing

Larger card manufacturers (excluding Idemia) At least the packaged secure element module

Smaller card manufacturers packaged secure element, passive inlays, enrollment, integration consulting, applets

Source: Redeye research
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in the sense that significantly reduced manufacturing costs per card is imperative for the 

market to happen at all, but we see a risk that Idemia will control all the valuable and 

technologically advanced parts of the card. Not only does this imply a risk for a weaker 

bargaining power vis-a-vis Idemia, but we are also uncertain regarding the long-term 

competitiveness of Zwipe’s solutions. Passive inlays, packaging, and enrolment all sound like 

elements that could be subjects of intense Chinese competition in a few years. However, 

Zwipe has through the years built up a vast experience around the production of BSCs, as 

exemplified above. Other potential commercial areas are, for example, licensing of the IP 

related to e.g. the wait time extension or enrolment (see further the patent section). 

  

Idemia accepting Zwipe selling its technology to competitors might seem strange at first. 

However, Idemia values the development of critical mass in biometric cards more than it 

fears the competition. To our understanding, even if Idemia only has a minor mark-up on the 

chips Zwipe sells to other manufacturers, the volumes will give Idemia economies of scale 

and thereby provide other rationales for the deal.  

  

The fact that Idemia, who sells about 800 million cards per year, has chosen to partner up 

with Zwipe is a strong testament of Zwipe’s competitiveness. To our understanding, a few 

factors made Idemia choose Zwipe as a partner. Firstly, Zwipe has extensive prior experience 

from working with large card manufacturers, plus a large customer base. Secondly, Zwipe 

has considerable knowledge within biometrics and lastly, Zwipe is not a competitor as it is 

only a technology provider and not a card manufacturer itself.    

 

Value chain  
The value chain for biometric cards is quite complex with too many participants to illustrate 

properly, but in a simplified way, it can be described as the image below. In addition, many 

players operate in parallel in several parts of the value chain. The Idemia and Zwipe alliance 

will, as mentioned above e.g. use its own secure element and biometric algorithms.    

 

 
  

Firstly, upstream vendors, like Fingerprint Cards, produce the fingerprint sensor. Secondly, 

Zwipe and other companies provide additional components, like secure elements, inlays, and 

biometric algorithms etc. Thirdly, there is the card manufacturer that Zwipe and the other 

The simplified biometric smart payment card value chain

Source:  Zwipe, NXP, IDEX, Fingerprint Cards, Redeye Research

Card users 

(consumers)
Card 

manufacturers
Banks

Card networks

Passive inlays, 
packaging, software, 
applets, enrollment
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suppliers sell to. The card manufacturers then integrate the components into payment cards 

and distribute the finalized cards to the banks. Fourthly, banks and issuers are the ones 

buying the cards from the card manufacturers, providing them to end-users. They are also 

the ones Zwipe’s pilots target. Players in these four parts often collaborate to develop cards 

in different constellations with several various partners at the same time. Many players in the 

value chain are involved in several of the steps, and it is common to have competitors from 

one aspect as partners in another area. The larger card manufacturers e.g. do much in-house. 

   

In parallel, there are card networks (schemes) like Visa and Mastercard that provide the 

infrastructure to make the payments work. A certification from these companies is necessary 

to sell payment cards on a commercial scale. The card manufacturer is the one responsible 

for the certification, but Zwipe is responsible for its parts towards the manufacturer. The 

certification is, however, not necessary before the commercial production launches, which we 

believe will happen at the end of 2021 for Zwipe, at the earliest. One should therefore, in our 

opinion, not currently put too much emphasis on the certification.      

  

Furthermore, even if Zwipe, at the moment, is not included in a certified card, it has previously 

received certification for several different parts of its inlay. Some of these are e.g. biometric 

performance validation and security rating for its firmware. We believe, Idemia has also 

previously received relevant certifications for its solution, and we interpret that both Zwipe 

and Idemia seemingly are absolutely convinced that the card will get certified.     

 

Customers 

Given Zwipe’s focus on payment cards, this customer section is dedicated to payment card 

manufacturers.  

 

Zwipe is still pre-commercial, meaning end-customer relations are isolated to pilot programs 

with e.g. Bank of Cyprus and Intesa Sanpaolo. However, the pilots are based on the old 

Thales solution, and are not related to the new Idemia partnership. Zwipe has closed 

agreements with several other card manufacturers that could become commercial 

customers in the future. We expect new pilots with several banks at the end of 2020 or in the 

beginning of 2021, fueled by e.g., the card manufacturer partner agreements from 2019. In 

the graph below, we illustrate the size of Zwipe’s current, active, card manufacturer 

partnerships, in terms of million cards shipped annually. Idemia is not included for the 

reasons mentioned above.  

 

  

 

Zwipe partners: total n.o. payment cards shipped in 2018 (mil.)

Source: The Nilson Report, Redeye Research
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We also exclude G&D in the graph above, since this partnership is just for wearables, and not 

(yet) for cards. Moreover, Thales (formerly Gemalto) is excluded, as we believe this 

partnership is currently not active. We expect several of the other active partnerships, from 

Goldpac etc., to result in commercial orders, although the Thales partnership, in our view, 

indicates that a signed agreement from a partner does not equal a future order.   

 

In the table below, the card manufacturers are ranked by size. Thales/Gemalto, Idemia and 

G&D together are almost 60% of the market. Similar to Thales, we believe G&D has initially 

chosen the NXP route. However, we still include both G&D and Thales in the addressable 

market estimates and have included future orders from them in our estimates as well. If the 

Idemia/Zwipe partnership succeeds, we believe all card manufacturers are potential 

customers to Zwipe, even G&D and Thales, despite Thales having certified Mastercard cards, 

without using Zwipe. G&D is a partner with NXP for its certified module together with 

Fingerprint Cards, Linxens and Precise Biometrics, but G&D does not have a certified card yet.   

 

The reason for including Thales and G&D is that the Zwipe/Idemia solution will be more cost 

efficient. Thus, these two players could very well integrate Zwipe´s solutions in their cards. 

We have assumed though, that Thales and G&D primarily will be interested in only the 

embedded secure element, meaning, in our view, lower ASP and margin for Zwipe.   

 

 
 

Patents   
Zwipe has a strong IP portfolio, with 31 granted patents in ten patent families. Two patents 

are especially important in creating a functioning low-energy biometric card, the first one 

being in post-placement manufacturing. The second key patent is for wait time extension, 

which is a necessity for performing the biometric payment. The postplacement patent is 

upheld outside of Europe, but Zwipe lost in the European patent court, in the first instance. In 

general, it is hard to win an appeal case. Our base scenario is, therefore, that Zwipe will not be 

granted the European post-placement patent. The patents primarily bring peace of mind for 

Zwipe’s partners, as they do not need to fear infringing on someone else's patent. We believe 

Zwipe can monetize the IP in the future, although this is not a current pursuit, because 

meaningful potential can only materialize when there are large volumes shipped. 

Nevertheless, to summarize, the strong IP-portfolio is a competitive advantage for Zwipe.     

 

Total n.o. payment cards shipped in 2018 (mil.)

Source: The Nilson Report, Redeye Research
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Product  
The standard payment cards and their characteristics through history are illustrated in 

chronological order below:   

 

 

 

The new Idemia/Zwipe solution will change how the biometric cards look (inside). As earlier 

explained, many different parts and functions will be combined into one chip. The evolvement 

is illustrated below. The fingerprint sensor will remain with the new card. Zwipe is technology 

agnostic, meaning it is compatible with any fingerprint sensor, and not dependent on e.g. 

Fingerprint Cards.  

 

 

 

Zwipe focuses on battery-less cards that use NFC signals from the card terminal to power 

the card, i.e. without a need for any battery. A general drawback of the power harvesting 

technology is that it cannot be used to combat the growing online frauds. There exists 

technology for online purchases, but it is expensive, and not an area Zwipe currently pursues. 

 

The activation of the card is easy as you receive a card at home and enroll by yourself. The 

card is then activated during a normal terminal payment, thus reducing complexity and 

removing a potential hurdle for the new technology. 

  

From the old card to the new

Source: Zwipe presentation
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Competition       
Competition in the biometric payment cards industry is not, in our view, quite as big of a 

problem in the shorter perspective as in many other segments, given the rather early stage of 

the market. Demand and acceptance for the technology are two initial hurdles to overcome. 

Biometric cards by themselves do not solve an urgent problem for banks (otherwise they 

would inarguably already be on the market). Furthermore, there is yet no mandate from 

Mastercard on biometric cards to help the market forward. Therefore, we believe competition 

initially will be beneficial for Zwipe and the market, by creating acceptance and demand for 

the new technology.   

 

Fingerprint Cards lost its leading position in smartphones within less than two years as 

competition quickly got ferocious, with associated pressure on prices and margins. However, 

these two markets are not comparable, in our view. The smartphone industry is driven by ~10 

players who quickly adopt each others’ innovations. It moves much faster than the payment 

card industry that is dependent on the annual budgets of all the banks. New phones are 

usually released every year, whereas card manufacturers only have provided four major 

different card models in the last 30 years. In addition, the card market has significant barriers 

to entry. Players need certification from payment schemes, like Visa and Mastercard, to 

produce payment cards on a commercial scale. Furthermore, it is important to close 

partnerships with larger card manufacturers and eco system players. Zwipe’s IP could also 

prove to be an initial barrier. Having said that, we expect tough competition and price 

pressure down the line, but this is not a concern during the next years, especially not before 

the market has taken off substantially. Nevertheless, there is a long list of players who 

manufacture or are looking to biometric card technology and components (see appendix 3).  

 

The main existing (& future) competition 

Below, we briefly discuss the current and emerging main competition for Zwipe, as we see it.  

We expect the competition to come from secure element players.  

 

Infineon 

Infineon is a current partner of Zwipe, and we believe this partnership can maintain in the 

future as well, despite Zwipe becoming a competitor, when it offers a secure element that will 

compete with Infineon. The background for this reasoning is that this is often the modus 

operandi in the card industry, where partners compete, and vice versa, in different 

constellations. Infineon is, as far as we know, the only player who is currently taking the USD 

+10m invest to develop a chip that targets a similar architecture as Zwipe/Idemia, with a 

comparable cost structure.  However, we expect Infineon’s technology to not be ready for 

commercial production before 2023, due to the general semiconductor industry lead times 

for taping out etc. It should thus be around 18 months behind Zwipe's timeline, provided there 

are no delays. We argue that the risk is a bit lower for Zwipe as it has advanced longer in the 

process. 

 

NXP  

Zwipe’s largest competitor is NXP, which is Europe’s largest semiconductor company, with 

sales of USD 9.4bn in 2018. NXP has went another route, using a system-in-package 

technology where it combines a secure element, an MCU and discrete components in one 

package. We believe this is a solid first step towards full integration of all inlay components, 

but we believe this solution will have a substantially higher cost compared to the 

Zwipe/Idemia solution. NXP and Thales today already have cards ready for commercial 

production, but in our understanding to a much higher cost, just below USD 20. NXP is also in 

a collaboration with the third-largest player G&D as well. Zwipe also has a partnership with 

G&D, although it is not concerning BSCs, but wearables instead. The G&D and NXP 
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consortium includes Fingerprint Cards, Precise Biometrics and Linxens. NXP has already 

received certification from Mastercard, while Zwipe has not. NXP's size allows for a massive 

war chest, to be used for investments, or a buffer to sit it out if the mass-market production 

gets further delayed. This is a luxury that Zwipe lacks.  

 

STMicroelectronics 

ST has demonstrated BSC technology at Trustech. We therefore expect ST to come up with a 

similar system-in-package solution as NXP. It would be a natural step for ST, since it has the 

components necessary, but there is not much public information around what ST is currently 

doing. We cannot see that ST is developing a single chip solution like Idemia and Zwipe, or 

Infineon.   

 

Mobile payments    
Another threat to Zwipe is mobile payments such as Apple Pay, which also uses fingerprint 

authentication. Forecasted a couple of years ago by some to entirely take over the payment 

market, mobile payments are today the predominant payment method only in China and 

Mongolia. The significantly slower than expected adoption stems from much payment 

infrastructure not supporting mobile payments and disappointing feedback related to the 

applications. Furthermore, mobile payments require a substantial change in consumer 

behavior, compared to BSCs. In order to change the user behavior (to reach for the phone 

instead of the card in a payment situation), it is not enough if only a minority of the stores 

accept mobile payments. Thus, the number of stores need to reach a critical mass. This can 

be challenging for smaller stores, with regards to the extensive eco system of many different 

mobile payment solutions. Surveys also show that many do not know how to pay with their 

smartphone, and neither that they even can do it. Companies like Apple have even started to 

develop a physical credit card as a complement to Apple Pay. We do believe that mobile 

payments will continue to grow, but at the moment it looks like cards and mobile will be able 

to co-exist. However, if cards continue to be delayed for another couple of years, we see a 

risk that mobile payments might eventually reach critical mass before cards.   
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People    
Having met with management, we deem the team to be of high quality. Both the CTO and 

CCO have over 20 years of experience in the card industry. Current CEO Andrè Løvestam 

joined in March 2018. Since then, the turnover in the team has been relatively high, as the 

CFO, COO, and sales executives for both America and Europe have left. However, overall, we 

believe the skill set in the management has been improved. After the restructuring program 

announcement in December, former CEO and founder Kim Humborstad, as mentioned, left 

the company, together with board member Francis Van Den Bosch. In general, we believe 

there are natural reasons behind these departures. Ideally, we would have preferred a bit less 

employee turnover, but we respect that changes needed to be made to strengthen the 

experience of the team. We view Zwipe’s ability to attract talent as an evidence of the 

company’s solid position. 

 

Zwipe’s chairman is the former Fingerprint Cards (FPC) CEO Jörgen Lantto. We think Lantto’s 

experience from the industry, his commercial ramp-up knowledge and other lessons learned 

from Fingerprint could prove useful for Zwipe. Lantto owns 2 % (around NOK 4m) of the 

company. This is, in our view, a relatively small position, compared to what he cashed out 

from Fingerprint Cards. He did, however, exercise all his subscription rights in December and 

almost doubled his Zwipe position.  

 

Ownership in management & board  
Overall, ownership in management and the board was around 20 % of the company until 

recently when former CEO and founder Kim Humborstad (owner of 9%) left Zwipe. The recent 

rights issue further diluted ownership in management and the board to in total 9.2% (see 

table below). There is a stock option program that provides important incentives, albeit not in 

the same high commitment as acquired equity. 

 

 

 

Most of the 9% insider ownership is related to the Board, where Lantto and Lars Windfeldt in 

total control 7.4%, while management together only owns 0.7%. Partially, we believe this is 

due to the entire management team being relatively new (joining during 2018-2019) and none 

of the founders sticking around. Nevertheless, as the share price has declined 75 % in 10 

months, we expected management to see this as a buying opportunity. In summary, 

Name Position Employed Ownership %

Management

André Løvestam  CEO 2018 151 111 0.6%

Eric Mercer CEO Zwipe America 2 018 0 0.0%

Dr. Robert Mueller CTO 2 019 28 572 0.1%

Marcio Stervid CCO 2 018 0 0.0%

Lars Myren Interim CFO 2 019 0 0.0%

Board of directors

Jörgen Lantto Chairman 2 016 533 333 2.1%

Espen Töndel Boardmember 2 012 45 638 0.2%

Lars F.Windfeldt Boardmember 2 011 1 359 195 5.3%

Dennis Jones Boardmember 2 018 37 500 0.1%

Johan Biehl Boardmember 2 018 200 714 0.8%

Dorian Barak Boardmember 2 019 0 0.0%

Sam Chester Boardmember 2 019 0 0.0%

9.2%

Source: Zwipe 



dsfdsf  REDEYE Equity Research   Zwipe  19 February 2020 
 

21 
 

management seems to be competent, but the ownership structure has room for 

improvement.   

 

Below are all the largest owners; 

 

 

 
 

  

Name Number of shares %

Mediuminvest 2 488 545 9.7%

Coeli Wealth Management 2 312 576 9.1%

Lars Windfeldt 1 359 195 5.3%

Avanza Pension 1 012 434 4.0%

Photon Future LTF 915 869 3.6%

Nordnet Pension 759 874 3.0%

Jens Miöen 548 881 2.2%

Concito AS (Pål Eivind Vegard) 535 610 2.1%

Jörgen Lantto 533 333 2.1%

Danica Pensionförsäkring 496 994 1.9%

Launch AS (Kim Humborstad) 476 783 1.9%

Biljon AB 407 160 1.6%

Telecom AS 340 000 1.3%

Martin Åberg 313 329 1.2%

Source: Zwipe
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Financial estimates     
We assume pilots stemming from the new collaboration with Idemia, coming at the end of 

this year and commercial production beginning in 2022. Our assessment of Zwipe’s 

communication is that it targets commercial volumes in H2 2021, but as the market has 

continuously gotten delayed, we assume a delay into 2022 in this aspect as well.   

Estimated customer mix & ASP 
In the market section, we first calculated the relevant, addressable market for biometric 

payment cards and assumed that it was 20% of all cards. Then, we estimated a growing BSC 

penetration of e.g. 3% in 2023, equal to 31m cards. When we analyze the market share 

potential for Zwipe, we begin with its current partners, excluding Idemia, for reasons 

mentioned above. We believe Zwipe will manage to secure orders from most of the card 

manufacturers it currently has partner agreements with, capturing a majority (80%) of these 

volumes. Furthermore ,we assume Zwipe loses some of its partners, similar to the Thales 

case, but also that it gains some customers they do not currently have. For the remaining 

players, we assume a Zwipe share of 30-40% until the year 2023. Lastly, we argue that Zwipe 

will gain a small share (5-7%) from Thales and G&D as well, since dual and multi sourcing is 

the name of the game in the industry. All in all, we assume Zwipe will have a total market 

share of 19-24%, as indicated in the table below.        

 

 

 

As for the pricing, we assume lower ASP from Thales and G&D, since these companies 

probably can do more inhouse, meaning Zwipe will primarily provide the chip. We estimate 

the blended ASP per card to be about USD 3 (see the table above). 

 

Even if Zwipe currently is not working on other applications than payment for biometric cards, 

it is still, in our view, a major potential that Zwipe in the future could exploit. We, therefore, 

assign some value to this area, albeit not in the short-term. The potential markets are, most 

notably, personal identification cards and access cards. As there are no such cards in the 

current pipeline for Zwipe, we forecast it from 2024 onwards and only in small volumes in the 

beginning. Moreover, we await more evidence of the product/market fit in wearables before 

including any sales in that area in our estimates.  

  

Assumptions for Zwipe payment card sales

2021 2022 2023

Zwipe's share of total market (%) 19% 23% 24%

Zwipe cards (mil) 0.1 2.0 7.5

whereof:

Cards from Gemalto and G&D (mil.) 0.0 0.2 0.8

Zwipe's share (%) 0% 5% 7%

Cards from existing partners, excl. Idemia (mil.) 0.1 0.9 3.1

Zwipe's share (%) 80% 80% 80%

Cards from other manufacturers (mil.) 0.0 1.0 3.5

Zwipe's share (%) 30% 40% 40%

ASP Gemalto and G&D (USD) 2.0 2.0 2.0

ASP others (USD) 3.0 3.0 3.0

ASP blended (USD) 3.0 2.9 2.9

Zwipe payment card sales (NOKm) 3 55 201

Source: Redeye Research
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Earnings 
Adding the payment card sales above together, and a tiny part of other forecasted revenue 

from e.g. consulting, we arrive at the earnings seen in the table below.      

 

 

 

We believe the gross margin will start at about 40-45% when yields have ramped, similar to 

other companies in the semiconductor industry. In the long run we estimate the gross margin 

to decline to 30-35% as competition becomes tougher.  

  

The Idemia deal will lower Zwipe’s costs by NOK 40m, compared to Q3 2019. This should 

mean a relatively slim underlying OPEX of just above NOK 50 a year when the payments to 

Idemia of the full NOK 38-39m have been fully made, presumably in 2021, although at that 

time we expect OPEX to pick up with the increased sales. In our estimates we have included 

about 25% of the Idemia payment in 2019, 50% in 2020 and 25% in 2021. 

 

Cash may not be sufficient until commercial sales  
Zwipe conducted a rights issue only ten months after the IPO. In our view, further capital 

raising is necessary before commercial sales begin. The company had cash of NOK 50m on 

October 31st, which we assume corresponds to around NOK 30m as of December 31st. The 

proceeds from the rights issue where NOK 57.5m after costs, and Zwipe is expecting grants 

from the EU and the Norwegian government of NOK 16m. This equals around NOK 100m of 

cash in our estimation.  

  

On the back of the savings program, Zwipe has guided for a NOK 40m lower burn rate. Zwipe 

will also, however, pay Idemia NOK 38-39m in tranches for using its technology. We estimate 

another financing round will be necessary before commercial sales start in 2022. At the time 

of the next capital raise, we believe, however, that Zwipe should have more pilots and deals to 

show the market, suggesting an easier offering, compared to the last one, perhaps a directed 

share issue to institutional players. If there instead would be another rights issue without any 

new pilots or advancements it could weigh on the shares, similar to the December 2019 

rights issue.     

 

 

 

 

 

 

 

  

Earnings estimates (NOKm)

2020 2021 2022 2023

Total sales (NOKm) 2 8 63 211

whereof payment cards 0 3 55 201

whereof other cards (non-payment) 0 0 0 0

whereof other 2 5 8 10

Gross margin 45% 40% 40% 45%

OPEX -79.2 -65.2 -66 -75

Operating profit/loss -80 -62 -41 20

EPS (NOK) -3.18 -2.42 -1.59 0.79

Source: Redeye Research
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Valuation 
Our valuation scenarios are based on years 2021-2030 and focus is on the payment cards. All scenarios use a 

required rate of return of 14% and a terminal growth rate of 2%.   

 

Bear Case 2.0 NOK  Base Case 9.0 NOK Bull Case 25.0 NOK 
In our bear case we see the market 
scaling at a very slow pace - too 
slow for Zwipe to cover its costs. In 
this scenario, we believe larger 
players like NXP can survive as they 
have more economic muscles 
behind them and can wait for the 
market to really take-off. Zwipe does 
not have strong institutional 
ownership and another rights issue 
could prove hard, especially if the 
stock market in general is 
experiencing a significant downturn. 
Also, it is yet uncertain how the large 
change in the organization and new 
collaboration with Idemia will pan 
out.   
 
We, therefore, assume that Zwipe 
will not be able to continue in its 
current shape and instead tries to 
monetize its strong IP portfolio, 
especially its wait time extension 
patent, and possibly also in post-
placement, outside Europe. As 
Zwipe has spent around NOK 300m 
this far, we believe a reasonable 
value of the IP is 15% of these 
investments. This corresponds to 
NOK 45m, or around NOK 2 per 
share, which Zwipe possibly could 
receive in a fire sale of its strong IP 
portfolio. 

 

Our valuation scenarios are based 
on years 2021-2030 and the 
payment cards. All scenarios use a 
required rate of return of 14% and a 
terminal growth of 2%.   
 
We estimate a relevant payment 
card market of 20% of the total 
annual shipments, growing by CAGR 
3% from ~800 million cards to 1.1 
billion cards. We expect the 
biometric smart card (BSC) 
penetration to ramp to 20%, 
corresponding to a 94% CAGR and 
~220m BSCs in 2030, equal to a 
BSC penetration of 4%.  
 
As for Zwipe's market shares, we 
expect them to begin at 19%, 
average 19% during the period and 
drop to 15% by 2020. We expect 
existing partners to account for 37% 
of the volumes, but only 15% from 
Gemalto and G&D (equal to an 
average 8% share of these 
customers). This means about 50% 
of the volumes come from other 
players. For the sake of simplicity 
we expect the card players to 
maintain their respective market 
shares of today. All in all, this 
implies volumes for Zwipe reaching 
33 million in 2030, following a 89% 
CAGR.   
 
We expect the ASP to start at about 
USD 3, dropping to ASP 2, averaging 
2.2 over the whole period, since the 
higher volumes are delivered in the 
end of the period, when ASP is 
lower.   
 
Our ASP and volume assumptions 
above means a sales CAGR of 78% 
and payment BSC sales reaching 
NOK 600m in 2030. On top of that 
we expect other sales (access 
cards, wearables etc.) to be about 
NOK 100m in 2030, but these kind 
of revenues are a minor part over 
the whole period, as our case, as 
mentioned above, is based on the 
payment cards.   
 

Our only different parameter in our 
optimistic scenario, compared to 
base case, is that we increase the 
market penetration and adjust 
Zwipe’s volumes accordingly. With a 
BSC market penetration of 13 % of 
all payment cards sold globally, 
instead of 4 % as in the base case, 
we derive a fair value of NOK 25. 
The large discrepancy from our 
base case shows the massive 
innate potential for Zwipe if 
biometric cards can gain a larger 
market share.   
 
The three times higher BSC 
penetration results in a sales growth 
of CAGR 96% during 2020-2030, 
meaning sales growing to about 
NOK 1.9 billion. We believe this 
equals volumes of around 100 
million BSCs.   
 
We model a 6 percentage points 
lower gross margin on average, 
compared to our base case, as we 
assume a larger roll-out requires a 
more aggressive cost decline than 
our base case, which we assume 
will negatively affect gross margins. 
However, we assume a 6 
percentage points lower OPEX, on 
average, can offset the lower gross 
margin. Consequently, we assume 
the same EBIT margins as in our 
base case, i.e. an average 15% 
during 2020-2030. Our long-term 
EBIT margin is 10%. 
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We expect the gross margin to start 
at around 45%, which we believe is 
around the semiconductor industry 
average, and then we assume it will 
come down to 30%, also not 
uncommon for the industry. We 
assume the average gross margin 
over the whole period will be 37%. 
This is equal to a gross profit 
erosion by CAGR 8%. We expect by 
OPEX to grow by CAGR 7% reaching 
a steady state of 17% of sales in 
2026.   
 
The following leads to EBIT margins 
of on average 15% over the period. 
We assume a long-term EBIT 
margin of 10%.  

 

 

Our base and bull case, and how they differ, are summarized in the graphs and tables below: 
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Peer valuation    
In our peer valuation table, we compare Zwipe to the most relevant listed companies we could find in the Nordics, 

i.e. other biometric companies. Precise Biometrics and Fingerprint are estimated to have a positive EBIT, whereas 

there are no estimates for Idex and Next. As the estimate data is insufficient, few conclusions can be made, but we 

note that the closest peer, in terms of sales, Idex, is valued at a six times higher market cap than Zwipe.   

  

 

Zwipe: valuation assumptions in Base case

Assumptions 2022-25 2020-30 DCF valuation

CAGR Sales 88% 78% WACC 14 %

EBIT margin (avg.) -4% 8%

Terminal

Terminal growth rate 2% Fair value per share 9

EBIT margin 10% Current share price 5.6

Potential/Risk 62%
1
 Per year-end 2020

Source: Redeye Research

Zwipe: valuation assumptions in Bull case

Assumptions 2022-25 2020-30 DCF valuation

CAGR Sales 89% 96% WACC 14 %

EBIT margin (avg.) -8% 7%

Terminal

Terminal growth rate 2% Fair value per share 25

EBIT margin 10% Current share price 5.6

Potential/Risk 350%
1
 Per year-end 2020

Source: Redeye Research

Peer valuation

Company Mkt cap P/E EV/EBITDA EV/Sales

(SEKbn) 20E 21E 22E 20E 21E 22E 20E 21E 22E
Precise Biometrics 0.6 -56 n/a 56 166 65 23 6.8 5.8 4.8

Fingerprint Cards 5.5 -4400 -1354 -1257 34 45 34 3.6 3.6 3.6

Next Biometrics 0.2 n/a n/a n/a n/a n/a n/a n/a n/a n/a

Idex 0.9 n/a n/a n/a n/a n/a n/a n/a n/a n/a

Zwipe 0.1 n/a n/a n/a n/a n/a n/a 45 23 4

Average 1.5 -2227.9 -1353.8 -600.6 99.8 54.6 28.5 18.4 10.8 4.1

Median 0.6 -2227.9 -1353.8 -600.6 99.8 54.6 28.5 6.8 5.8 4.0

Source: Redeye Research, Bloomberg
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Appendix 1: Management & board 

Management 
 

André Løvestam, CEO 

From 1989-2000 Løvestam worked at Orkla Group within sales, marketing and also as CEO for a subsidiary. After 

that, he served as CEO of Tomra Europe from 2002-2005. Following Tomra, Løvestam held various executive 

positions in ICT companies. Moreover, Løvestam has CEO experience from the listed company Telecomputing, 

during 2006-2008. He holds a B.Sc from University of Manchester institute of Science and technology. 

 

Current directorships and management positions: COB Share Your Business Sweden AB; COB Energetic AS. 

 

Previous directorships and management positions last five years: Head of APAC, The Future Group AS (mngt. for 

hire); CEO Kjedehuset AS (2014-2015); COB Kjedehuset Eiendom AS (2014- 2015); COB m-Care AS (now Conmodo 

AS, 2014-2015); COB Telefast AS (2014-2015); COB TeleNordic AS (2014-2015); COB My Beat AB; COB Our Beat 

Ventures AB. 

 

Eric Mercer, CEO Zwipe America, Inc. 

Mercer has a background in supply chain management and advanced product development. He primarily supports 

Zwipe’s Generation NxT supply chain and scaling initiatives. 

 

Previous directorships and management positions last five years: Director of Supply Chain and Planning at Diamond 

Materials Technologies, Inc. (2014-2015); Director of Finance at Cobham Semiconductor Solutions (2015-2018); VP 

of Supply Chain and Program Management at Zwipe (2018-2019).  

 

Dr. Robert Mueller, CTO  

Mueller has 20 years of experience in senior technical development positions within biometrics and smart card 

technology at, for example, Giesecke+Devrient. Most recently he was the CTO of Next Biomerics. 

 

Previous management positions last five years: Product Director at NEXT Biometrics; VP of Biometric Solutions at 

NEXT; CTO at NEXT Biometrics 

 

Lars Myren, interim CFO 

Myren is interim CFO since August 2019. He has held several CFO positions within technology and energy sectors. 

 

Lars Kristian Solheim, commencing CFO as of 1 March 2020 

Solheim is an experienced CFO within the telecom and financial sectors. He is a former auditor at E/Y and has also 

worked as head of strategic projects and M&A. 

 

Previous directorships and management positions last five years: Director Business Support Systems DNB ASA 

(2016-2019); Head of M&A and Corporate Development Telia Norway (2015-2016); CFO Telia Norway (2009-2015) 

 

Marcio Stervid, CCO  

Stervid has held executive positions in companies like Bank of America and Thales. During the past 20 years he has 

been working in the payment industry, with e.g. issuing, acquiring and transaction processing. He holds an MBA 

from Alliance Manchester Business school and two other degrees from universities in Brazil (Ba systems analysis 

and MA in business administration).  

 

Current directorships and management positions: Director at PX Innovation Consulting Ltd 
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Previous directorships and management positions last five years: Head of Strategic Partnerships at Valitor; Head of 

Financial Services and Strategic Channels at Verifone UK; Business Development Director at Apptivation; Head of 

Business Development and Sales at Thales UKBENEI (UK, Belgium, Netherlands and Ireland) 

 

Board of Directors   
 

Jörgen Lantto (Chairman of Board) 

Former CEO of Fingerprint Cards, currently working as board member and advisor for growing technology 

companies. Lantto has a long background at Ericsson. 

 

Current directorships: Bromma Tech Consulting AB, Dirac Research AB, Wirepas Oy, Cambridge Mechatronics Ltd, 

Intrinsic, Tobii. 

  

Dennis Jones 

Former COO of TSYS, a global payment processing company and chairman of Paysafe, another global payments 

company. He has previously been the Chairman of Mastercard UK and CEO of Royal Bank of Scotland. 

 

Current directorships: Chairman, Paysafe Financial Services Limited; Chairman, Prepaid Services Company Limited; 

Chairman, Skrill Limited 

  

Lars F. Windfeldt 

Reputable Norwegian investor. 

 

Current directorships: Windfeldt AS, Windfeldt Invest AS, ØAV 86 AS,ØAV Bygg 4-5 AS, Winta Alnabru AS, NPJ AS, 

MPV7 AS, Magnus Poulssons vei 7 AS, ØAV Parkbygget AS, Oslo Business Park AS, Østre Aker Vei 90 AS, Arcanum 

Eiendom AS; Smalvollvn 65 ANS, Smalvollveien 65 Eiendom AS, Winta Eiendom AS, Funky Frozen Yogurt AS, 

Vettakollen Eiendom, Antipodes AS.                           

 

 Johan Biehl, Director 

Private investor within primarily smaller tech companies. Biehl has former experience in B2B sales. He holds a 

degree in finance from Stockholm University. 

 

Current directorships: Feat Invest AB, Biehl Invest AB, Nitro Games Oyj, 

  

Espen Tøndel 

Lawyer at a Business law firm with expertise in M&A, IT and telecom. He advises several start-ups within tech and is 

used to lead large projects in transactional matters. 

 

Current directorship: Quintilis AS 

  

Samuel Chester 

Financial advisor and APAC markets expert. Manages funds for international technology investors and holds 

degrees in economics and international relations from John Hopkins University. 

  

Dorian Barak 

Private equity investor and fund manager, serves on the board of directors for companies on several continents. 

Holds a J.D from Yale Law school, an M.A from Oxford University and a B.A from UCLA. 
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Current directorships:Alufer Mining Limited, Agent Video Intelligence Ltd, AustinBridgeporth Limited 

 

Current management positions: CEO of Indigo Global, Executive Director of Kuang-Chi Science Limited, Board 

member of Eyesight Technologies Ltd  
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Appendix 2: Competitors 
It is uncertain what the competitive landscape will look like in a few years from now as there are many companies 

jockeying for a position in BSCs. In the table below, based on a report from Antonio D’albore at Embedded Security 

News (prior to joining Zwipe), we have summarized the card players. This report is almost to years old and is not 

entirely relevant, considering that Zwipe has a new strategy that is not inlay-focused. Moreover, as mentioned 

above, at this stage of the industry we are much more focused on understanding what it will take for the market to 

happen, as opposed to analyzing the competition.   

 

 
 

 

  

Company
No battery

+Energy harvesting
Sell complete card Sell inlay

CardLab X X X

Card Tech X X X

Bundesdruckerei X X

First Biometrics X

Gemalto X X

Idemia X

Infinacom X X

Infineon Technologies X X

Jinco Universal X X X

Feitian X

Kona I X X

KSID X X

Lion Security X X

Linxens X X

Maneullab X

MeReal Biometrics X

Morix X X

NXP X X

SmartDisplayer X X

Smartmetric X

Tactilis X X

Toshiba X

Source: The rise of biometrics Cards, Edition June 2018
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Summary Redeye Rating 
The rating consists of three valuation keys, each constituting an overall assessment of several factors that are rated 

on a scale of 0 to 1 points. The maximum score for a valuation key is 5 points. 

 

 

People: 3 

 

We arrive at an average people rating (3/5) where the most positive aspect is the skill set and experience in the board and 

management team, following recent additions. The short history as a listed company and minor insider shareholdings weigh on 

the downside, although there are incentives from stock options. There is not much historical data when it comes to capital 

allocation skills and communication. According to our rating model, compensation is reasonable.   

 

Business: 3 

 

Biometric smart cards have been considered around the corner for several years, yet the market does not exist today. However, we 

expect it to quickly emerge as soon as costs come down to adequate levels, given the strong advantages of biometric payment 

cards. Considering the 4 billion payment cards that are shipped each year, even a moderate penetration implies significant growth 

opportunities. Zwipe's business model is scalable when volumes ramp. The expertise of Zwipe is also validated by partnerships 

with large players like e.g., Idemia, which compensates for its tiny size (pre-revenue etc.). The payment industry is slow moving, 

which creates a barrier to entry, but it is hard to identify how sustainable the competitive advantages are at this early point in time. 

However, competition is positive in this stage, as it will help starting the market.  

 

Financials: 1 

 

Zwipe raised NOK 58m in December 2019 and has a solid cash position for now, but we assume there will be a need for another 

financing round before break-even. Zwipe is essentially pre-revenue and unprofitable, which weighs on the financials rating, but the 

scalable business model means Zwipe can quickly scale when sales ramp up, and consequently reach break even. 
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PROFITABILITY 2017 2018 2019E 2020E 2021E 
ROE -225% 0% 0% -310% 0% 
ROCE -215% -444% -662% -293% -337% 
ROIC 440% 634% 436% -1341% -519% 
EBITDA margin -2927% -2647% -5986% -3416% -697% 
EBIT margin -3190% -3000% -6118% -3651% -773% 
Net margin -3333% -3136% -6112% -3687% -772% 

 

Please comment on the changes in Rating factors…… 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INCOME STATEMENT 2017 2018 2019E 2020E 2021E 
Net sales 2 2 1 2 8 
Total operating costs -48 -63 -82 -77 -64 
EBITDA -46 -60 -81 -75 -56 
Depreciation -1 -1 0 0 -1 
Amortization -3 -7 -2 -5 -5 
Impairment charges 0 0 0 0 0 
EBIT -50 -68 -82 -80 -62 
Share in profits 0 0 0 0 0 
Net financial items -3 -4 0 -1 0 
Exchange rate dif. 0 0 0 0 0 
Pre-tax profit -53 -72 -82 -81 -62 
Tax 1 1 0 0 0 
Net earnings -53 -71 -82 -81 -62 
 

 

BALANCE SHEET 2017 2018 2019E 2020E 2021E 
Assets      
Current assets      
Cash in banks 49 11 27 10 0 
Receivables 6 7 5 4 10 
Inventories 5 2 1 2 8 
Other current assets 0 0 0 0 0 
Current assets 60 20 33 16 18 
Fixed assets      
Tangible assets 3 2 3 5 7 
Associated comp. 0 0 0 0 0 
Investments 0 0 0 0 0 
Goodwill 0 0 0 0 0 
Cap. exp. for dev. 0 0 0 0 0 
O intangible rights 7 6 8 10 10 
O non-current assets 1 1 0 0 0 
Total fixed assets 11 10 11 15 16 
Deferred tax assets 0 0 0 0 0 
Total (assets) 71 29 44 31 35 
Liabilities      
Current liabilities      
Short-term debt 0 0 0 0 56 
Accounts payable 32 37 11 9 20 
O current liabilities 0 0 0 0 0 
Current liabilities 32 37 11 9 76 
Long-term debt 0 0 2 1 0 
O long-term liabilities 1 0 0 0 0 
Convertibles 0 0 0 0 0 
Total Liabilities 33 38 12 10 76 
Deferred tax liab 0 0 0 0 0 
Provisions 0 0 0 0 0 
Shareholders' equity 39 -8 32 21 -41 
Minority interest (BS) 0 0 0 0 0 
Minority & equity 39 -8 32 21 -41 
Total liab & SE 71 29 44 31 35 
 

 
FREE CASH FLOW 2017 2018 2019E 2020E 2021E 
Net sales 2 2 1 2 8 
Total operating costs -48 -63 -82 -77 -64 
Depreciations total -4 -8 -2 -5 -6 
EBIT -50 -68 -82 -80 -62 
Taxes on EBIT 0 1 0 0 0 
NOPLAT -50 -68 -82 -80 -62 
Depreciation 4 8 2 5 6 
Gross cash flow -46 -60 -81 -75 -56 
Change in WC 25 7 -23 -2 -1 
Gross CAPEX -6 -6 -3 -9 -8 
Free cash flow -27 -59 -107 -86 -65 
 
CAPITAL STRUCTURE 2017 2018 2019E 2020E 2021E 
Equity ratio 54% -27% 72% 68% -117% 
Debt/equity ratio 0% 0% 5% 5% -136% 
Net debt -49 -11 -26 -9 56 
Capital employed -11 -19 6 12 15 
Capital turnover rate 0.0 0.1 0.0 0.1 0.2 
 
GROWTH 2017 2018 2019E 2020E 2021E 
Sales growth 211% 44% -41% 63% 265% 
EPS growth (adj) -1% 7% -32% -38% -24% 
 

DATA PER SHARE 2017 2018 2019E 2020E 2021E 
EPS -7.10 -7.57 -5.17 -3.18 -2.42 
EPS adj -7.10 -7.57 -5.17 -3.18 -2.42 
Dividend 0.00 0.00 0.00 0.00 0.00 
Net debt -6.63 -1.15 -1.60 -0.35 2.19 
Total shares 7.43 9.43 15.95 25.53 25.53 
 

 

SHARE INFORMATION   
Reuters code  ZWIPE:SS 
List  Merkur Market and First North 
Share price  5.7 
Total shares, million  15.9 
Market Cap, MNOK  n/a 
   
MANAGEMENT & BOARD   
CEO  Andre Løvestam 
CFO  Lars Myren 
IR  Lars Myren 
Chairman  Jörgen Lantto 
   
   
   
   
   
   
   
ANALYSTS  Redeye AB 
viktor.westman@redeye.se  Mäster Samuelsgatan 42, 10tr 
magnus.skog@redeye.se  111 57 Stockholm 
   
   
   

 

SHARE PERFORMANCE  GROWTH/YEAR 16/18E 
1 month -7.7 % Net sales -7.7 % 
3 month -14.6 % Operating profit adj 27.8 % 
12 month -68.4 % EPS, just -14.7 % 
Since start of the year 7.9 % Equity -9.6 % 

 SHAREHOLDER STRUCTURE % CAPITAL VOTES 
Mediuminvest 9.7 % 9.7 % 
Coeli Wealth Management 9.1 % 9.1 % 
Lars F. Windfeldt 5.3 % 5.3 % 
Avanza Pension 4.0 % 4.0 % 
Photon Future LTF 3.6 % 3.6 % 
Nordnet Pension 3.0 % 3.0 % 
Jens Miöen 2.2 % 2.2 % 
Concito AS (Pål Evind Vegard) 2.1 % 2.1 % 
Jörgen Lantto 2.1 % 2.1 % 
Danica Pensionsförsäkring 1.9 % 1.9 % 
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Redeye Rating and Background Definitions 
Company Quality 

Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These 

are the building blocks that enable a company to deliver sustained operational outperformance and attractive long-

term earnings growth. 

 

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely 

accepted and tested investment criteria and used by demonstrably successful investors and investment firms. Each 

sub-category may also include a complementary check that provides additional information to assist with 

investment decision-making. 

 

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for 

each sub-category. The overall score for a category is the average of all sub-category scores, based on a scale that 

ranges from 0 to 5 rounded up to the nearest whole number. The overall score for each category is then used to 

generate the size of the bar in the Company Quality graphic. 

 

People 

At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business 

is a significant part of understanding the long-term drive of the company. It all comes down to doing business with 

people you trust, or at least avoiding dealing with people of questionable character. 

The People rating is based on quantitative scores in seven categories:  

• Passion, Execution, Capital Allocation, Communication, Compensation, Ownership, and Board. 

 

Business 

If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage 

customers, create value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing 

the business model inside out will provide you some level of certainty and reduce the risk when you buy a stock. 

The Business rating is based on quantitative scores grouped into five sub-categories:  

• Business Scalability, Market Structure, Value Proposition, Economic Moat, and Operational Risks. 

 

Financials 

Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the 

financial soundness of a business. Also, these ratios are key factors that will impact a company’s financial 

performance and valuation. However, you only need a few to determine whether a company is financially strong or 

weak. 

The Financial rating is based on quantitative scores that are grouped into five separate categories:  

• Earnings Power, Profit Margin, Growth Rate, Financial Health, and Earnings Quality.
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Disclaimer 
Important information  
Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies in the Nordic 
region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate Finance, equity research and 
investor relations. Our strengths are our award-winning research department, experienced advisers, a unique investor network, and the powerful 
distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Swedish Financial 
Supervisory Authority. 
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial instruments, 
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