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Investment Highlights 

Revenue of $9.6 million was better than our $9.3 million estimate, but cost increases 

pressured gross margins and operating expenses. EBITDA for the quarter was $650 

thousand, about half of our $1.2 million estimate and lower than Q1’s $1.1 million. 

We expect cost pressures to continue through the rest of the year. We have increased 

our revenue estimates for this year and next, while lowering our EBITDA estimates. 

 

Oil prices have declined recently from the Q2 WTI average of close to $110 per barrel 

but remain at healthy levels relative to prices required by operators to drill and far 

above year-ago levels. Natural gas prices are significantly higher than year ago levels. 

The EIA’s reference case estimates tight oil production in the U.S. will increase 

almost 25% from 2021 to 2025, and that is assuming wellhead prices of about $65 

per barrel. Also, EIA expects natural gas production from shale gas and tight oil plays 

to increase 14% from 2021 to 2025. This is based on Henry Hub spot prices declining 

to $3.00 per million BTU from $4.11 in 2021 and far below current prices of $7.80. 

Also, the drilled but uncompleted inventory of wells has dropped over 50% since 

June of 2020 and is at the lowest level since 2014.  

 

The Biden administration’s animus towards oil and gas production and consumption 

has increased costs to consumers. Whether this is a sustainable policy supported by 

voters we will discover in November. Also, natural gas accounts for 38% of 

electricity generation in the U.S., and it will remain above 35% for then next decade 

even if the massive subsidies to solar and wind remain (a question mark if there is a 

change in control of Congress and/or the White House, and if budget deficits put 

these subsidies under closer scrutiny). The move to electric vehicles is still nascent 

and even optimistic consumer adoption projections will result in increased electricity 

demand and the necessity of robust natural gas production. 

 

We remain bullish on Profire Energy given the company’s dominant market share in burner management systems, its expansion into 

larger, more complex downstream markets, the continued strength in oil prices and the resulting growth in the North American rig 

count and well completions.  

 

Valuation: Our price target of $2.00 is based on an EV/Sales multiple of about 2x the 2022 revenue estimate of $39.4 million. Our 

EV/sales target multiple is a discount to the 2.4x EV/sales multiple in 2018 when WTI averaged over $65 per barrel. We believe the 

discount is warranted to reflect the risks of reaching our revenue estimate. 

  

Risks: Risks to achieving our price target include changes in oil and gas prices, global economic growth and its impact on demand for 

oil and gas, regulation that could impact the ability to drill for oil and gas, and regulation that could impede the development of pipelines 

in the U.S. 

Profire Energy, Inc. (NASDAQ: PFIE) 

 
Buy: Revenue Better than Expected. Margins Pressured. 

   
Q2 revenue was better than expected, but margins were lower due to continued 

inflationary pressures and supply chain disruptions. We expect these issues to 

mitigate over time. We believe the company has significant leverage to higher prices 

in oil and natural gas and can grow revenue and EBITDA to much higher levels, 

driving substantial stock price appreciation. 
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Q2 Results 

Revenue of $9.6 million was 4% better than our estimate but gross margin fell short. For the quarter gross margin was 45.7%, down 

from 47.9% in Q1. Service margins have been much lower than prior periods and product margins have also been below typical 

levels. We have assumed margins remain under trend for the rest of this year. 

 

Operating expenses were also higher than we forecast. Part of the delta is accrual of compensation expenses, but the inflationary 

environment is the major driver of cost growth, and we have adjusted our estimates to reflect continue cost increases for the 

remainder of the year. 

 

Actual v Estimates 

 
Source: Profire Energy and Dawson James Securities estimates 

 

For this year and next we have increased our revenue estimates, but EPS and EBITDA projections are lower to reflect the lower 

gross margin assumption and higher operating expense forecast. 

 

 
Source: Dawson James Securities estimates 

http://www.dawsonjames.com/
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Outlook 

In the smaller and mid-size oilfield applications, demand for burner management systems are driven by the number of well 

completions, and to a lesser extent, by replacement demand and retrofit of existing wells. According to EIA data, in the U.S., the 

number of well completions in 2018 was almost 15,000, which fell to under 14,000 in 2019 and to 7,400 in 2020. However, well 

completions in 2021 increased 32% to 9,793.  

 

We project revenue for Profire in 2022 of $39.4 million, up from $26.4 million in 2021. For 2023, we forecast revenue of $45.8 

million, based on stable oil and gas prices and continued improvement in drilling and completion activity. We believe Profire is in 

a better position than many of its competitors, with a strong balance sheet and positive cash flow. However, it remains at the mercy 

of oil prices, and its attempts to reduce its dependence on the upstream BMS market have met with limited success.  

 

Profire Energy, Inc. Comparable Group 

 
Source: FactSet and Dawson James Securities estimates. 

 

If oil and natural gas prices remain firm, we expect the rig count, drilled wells, and completed wells will continue to increase and 

the outlook for Profire to improve. WTI is currently far above the average price in 2018 of $65.23 and the average price in 2019 of 

$56.99. The Baker Hughes U.S. rig count, however, at 764, remains about 25% below the average rig counts in 2018 and 2019. 

Energy Information Administration (EIA) data indicate the number of wells drilled fell 57% in 2020 and the number of completed 

wells fell 45%, compared to the 2018-2019 period. There was a 32% increase in completions in 2021 vs. 2020 but there is substantial 

room for improvement. The number of completed wells in Q1 2022 is 30% below its peak level in 2018. 

 

 
Source: Baker Hughes, EIA 
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Profire’s shares have moved up with the increase in oil prices, but the company’s current EV/Sales is lower than levels achieved at 

much lower oil prices and we think there is further room for improvement. 

 

 
Source: Dawson James Securities, EIA, Factset 

 

Valuation:  

Our price target of $2.00 is based on an EV/Sales multiple of about 2x our 2022 revenue estimate of $39.4 million. Our EV/sales 

target multiple is a discount to the 2.4x EV/sales multiple in 2018 when WTI averaged over $65 per barrel. We believe the discount 

is warranted to reflect the risks of reaching our revenue estimate. 

  

Risk Analysis:  

Risks to achieving our price target include changes in oil and gas prices, global economic growth and its impact on demand for oil 

and gas, regulation that could impact the ability to drill for oil and gas, and regulation that could impede the development of 

pipelines in the U.S. 

http://www.dawsonjames.com/
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Exhibit 1. Income Statement  

 

 
 

Source: Profire Energy, Inc. and Dawson James Securities estimates 

http://www.dawsonjames.com/
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Exhibit 2. Balance Sheet and Cash Flow Statement  

 

 
 

Source: Profire Energy, Inc. and Dawson James Securities estimates 
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Important Disclosures: 

 

Price Chart: 

 
 

 

 

Price target and ratings changes over the past three years: 

Initiated – Buy – May 12, 2021 – Price Target $1.65 

Update – Buy – June 21, 2021 – Price Target $1.65 

Update – Buy – August 6, 2021 – Price Target $1.65 

Update – Buy – September 28, 2021 – Price Target $1.65 

Update – Buy – October 18, 2021 – Price Target $1.65 

Update – Buy – November 5, 2021 – Price Target $1.65 

Update – Buy – February 18, 2022 – Price Target $1.65 

Update – Buy – February 18, 2022 – Price Target $1.65 

Price Target Change – Buy – March 9, 2022 – Price Target changed from $1.65 to $2.00 

Update – Buy – May 4, 2022 – Price Target $2.00 

Update – Buy – July 5, 2022 – Price Target $2.00 

Update – Buy – August 4, 2022 – Price Target $2.00 

Update – Buy – August 8, 2022 – Price Target $2.00 

 

 

Dawson James Securities, Inc. (the "Firm") is a member of the Financial Industry Regulatory Authority ("FINRA") and the Securities 

Investor Protection Corporation ("SIPC").  

 

The Firm does not make a market in the securities of the subject company(s). The Firm has not engaged in investment banking 

relationships with the subject company in the prior twelve months, as a manager or co-manager of a public offering and has not received 

compensation resulting from those relationships. The Firm may seek compensation for investment banking services in the future from 

the subject company(s). The Firm has received other compensation from the subject company(s) in the last 12 months for services 

unrelated to managing or co-managing of a public offering. 

 

Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer, director, or 

advisory board member of these companies. The Firm and/or its directors and employees may own securities of the company(s) in this 

report and may increase or decrease holdings in the future. As of August 1, 2022 the Firm as a whole did not beneficially own 1% or 

more of any class of common equity securities of the subject company(s) of this report. The Firm, its officers, directors, analysts, or 

employees may affect transactions in and have long or short positions in the securities (or options or warrants related to those securities) 

of the company(s) subject to this report. The Firm may affect transactions as principal or agent in those securities.  

 

http://www.dawsonjames.com/
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Analysts receive no direct compensation in connection with the Firm's investment banking business. All Firm employees, including the 

analyst(s) responsible for preparing this report, may be eligible to receive non-product or service-specific monetary bonus compensation 

that is based upon various factors, including total revenues of the Firm and its affiliates as well as a portion of the proceeds from a broad 

pool of investment vehicles consisting of components of the compensation generated by investment banking activities, including but 

not limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report.  

 

Although the statements in this report have been obtained from and are based upon recognized statistical services, issuer reports or 

communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates 

included in this report constitute the analyst's judgment as of the date of this report and are subject to change without notice. 

 

Information about valuation methods and risks can be found in the "Valuation" and "Risk Analysis" sections of this report. 

 

The securities of the company discussed in this report may be unsuitable for investors depending on their specific investment objectives 

and financial position. This report is offered for informational purposes only and does not constitute an offer or solicitation to buy or 

sell any securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request. 

 

 

Ratings Definitions: 

 

1)   Buy: the analyst believes the price of the stock will appreciate and produce a total return 

of at least 20% over the next 12-18 months; 

2)  Neutral: the analyst believes the price of the stock is fairly valued for the next 12-18 

months; 

3) Sell: the analyst believes the price of the stock will decline by at least 20% over the next 

12-18 months and should be sold. 

 

The following chart reflects the range of current research report ratings for all companies, followed by the analysts of the Firm. The 

chart also reflects the research report ratings relating to those companies for which the Firm has performed investment banking services. 

 

Current as of  1-Aug-22       

  
Company 
Coverage   

Investment 
Banking   

Ratings Distribution # of Companies % of Total # of Companies 
% of 

Totals 

Market Outperform (Buy) 30 68% 4 13% 

Market Perform (Neutral) 13 30% 0 0% 

Market Underperform (Sell) 1 2% 0 0% 

  Total 44 100% 4 9% 
 

Analyst Certification: 
 
The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report accurately reflect his 

(their) personal views about any and all of the subject securities or issuers discussed; and 2) no part of the research analyst's compensation 

was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research analyst in this 

research report; and 3) all Dawson James employees, including the analyst(s) responsible for preparing this research report, may be 

eligible to receive non-product or service-specific monetary bonus compensation that is based upon various factors, including total 

revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of 

components of the compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants, 

which may or may not include the securities referenced in this report. 
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