
2023.02.19 EOS Energy Investment Update 
THIS INVESTMENT UPDATE DOES NOT REPRESENT INVESTMENT ADVICE OR A RECOMMENDATION. DO YOUR OWN 

RESEARCH. 

Update Summary 
On February 2nd, EOS released a Business Update, which included revised guidance on FY 2023 revenue (-), 
the path to profitability (-), and additional details on the DoE Loan (+). Further details below. 

Both 2023 revenue and forward cash flow estimates were negatively impacted by a delay in the ramp-up of Z3 
production. As stated in the original memo, our assumptions on Z3 unit economics (40%+ gross margins in 
steady state) are core to the underwrite. EOS’s only path to becoming cash flow positive is through the 
commercialization of the next gen Z3 battery and its production at scale. While the Company has pushed back 
the timing for the Z3 launch, our assumptions on unit economics remain unchanged which is the more important 
takeaway. We recognize that the revised profitability timing (EOS is expected to be cash flow positive in 2H ’24 
versus Q4 ’23 in our initial underwrite) puts additional pressure on the Company’s weak balance sheet. Should 
EOS not secure the DoE Loan, EOS will need to raise ~$250 - $300MM (estimated based on historical cash 
burn) to bridge the gap over the next six quarters before becoming cash flow positive. In this situation, existing 
equity holders would be meaningfully diluted and the Company would likely face a liquidity crisis. That said, EOS 
provided positive and leading guidance regarding the DoE loan, providing an estimated loan quantum (“at least 
$250MM”) for the first time publically. Should the Company receive this loan (at or above $250MM), EOS would 
be meaningfully de-risked and we believe this event could be a significant catalyst for the stock to sharply 
increase in price. We do not believe this event is fully priced in based on where the stock trades today (under 
$2.00 / share). 

Pundits on Twitter and elsewhere are quick to call out existing risks (i.e., unit economics assumptions, weak 
balance sheet, reliance on the DoE loan) that cannot be fully mitigated as reasons to avoid EOS as an 
investment. To clarify, we are not investing in EOS because of our belief that it is a value-based play on the 
margin. We believe this investment opportunity is attractive on a risk-adjusted basis because (1) there will likely 
be an initial binary outcome driven by the result of the DoE loan approval process (which we believe is high 
probability) and that this binary outcome has asymmetric upside, and (2) there remains multiple medium-term 
catalysts over the next 18 months (i.e., validation of Z3 unit economics, Z3 launch timing, continued pipeline 
generation and conversion to backlog) that could unlock further upside after a DoE loan is approved. We continue 
to hold our price target by year-end of $3.00 / share and believe there is an achievable long-term upside scenario 
north of 10x+ MoM (implied share price of $15.00 / share) should the Company execute on its outlined initiatives. 
Please see our update tracker below for additional detail.  
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