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Negative earnings trend
(was Reduce)

Reduce

2.49

(was EUR 2.70)

EUR 2.50

Recommendation

Share price:

Guidance (New guidance)

No guidance due to market uncertainty

We lower Sitowise's target price to EUR 2.50 (was EUR 2.70), 
reiterating our Reduce recommendation after the company’s 
Q4 result. For Sitowise, 2024 was well below expectations and 
the outlook for 2025 is for another weak year in terms of results. 
The profitability challenges in the Buildings and Swedish 
businesses will continue for the time being, and a turnaround 
will require not only improved operational performance but also 
market traction. Given the risks to the business and the 
uncertain turnaround, we do not see the stock's risk/reward 
ratio as attractive now.

Poor result in the last quarter of the year

Sitowise's revenue decreased by 8% to 48.8 MEUR in Q4 
(Q4'23: 52.8 MEUR), thus declining already for the sixth 
consecutive quarter. One of the reasons for the expected 
revenue decline in the quarter was the timing of the Christmas 
break at an unfavorable time for the employer, but operationally 
the decline was more influenced by insufficient order books in 
the Swedish and Buildings businesses and weak market 
conditions. The order book was still down 8% in the quarter and 
so far there is little scope for a turnaround in revenue growth. 
Growth would be needed, as Sitowise's profitability fell 
significantly below expectations. Adjusted EBITA decreased to 
1.2 MEUR in Q4 and the margin weakened to 2.5% (Q4’23: 
4.5%). Given the weak comparison period, the quarterly result 
was dismal and adj. EBITA missed our estimate by 65% 
(estimate: 3.5 MEUR) and margin by several percent (estimate: 
7.0%). The weak profitability and forecast miss were caused by 
reduced utilization rate due to the timing of Christmas and the 
weak situation in the housing market, but also by the project 
challenges that re-emerged in the quarter. The project 
challenges seem to be more of a market-driven nature 
according to the breakdown in Sitowise's earnings call, but their 
recurrence from quarter to quarter raises concerns about the 
health of Sitowise's businesses (especially in Sweden).

Lack of guidance increases uncertainty

In addition to the poor result, Sitowise chose not to provide 
guidance for 2025. According to Sitowise, the timing of the 
construction market recovery is uncertain, making it impossible 
to reliably estimate revenue. The lack of guidance is a negative 
in our view, and with the results coming in below expectations, it 
raises concerns about Sitowise's direction, or lack thereof. 
Indeed, the lack of guidance and the challenging outlook have 
significantly lowered our estimates for the coming years. 

Based on the outlook, we expect Sitowise's growth to start only 
from 2026 (+9%) and to continue also in 2027 (+7%). As volumes 
and billing rates increase, profitability will rise to levels closer to 
9% (EBITA-%), up from around 5% last year. This is also closer to 
the normalized level of Sitowise (9-10%). Despite good EBITA 
growth, high and still rising financing costs will eat up a large 
portion of net income in the coming years. The main risks to our 
forecasts are a delay in the market turnaround, continued 
internal challenges at Sitowise and further inflationary pressures 
(wages).

Valuation challenging in the coming years, but there is 
potential

Sitowise's valuation for the current year is challenging due to the 
weak result and we therefore emphasize the more normalized 
earnings level for 2026 in our valuation. In 2026, the valuation 
will indeed decline due to earnings growth (2026e avg.: 
EV/EBITDA: 6x, P/E: 12x) but will still only be at a neutral level. 
Based on next year and our accepted valuation level 
(EV/EBITDA: 7x, P/E: 12x), the stock would have little upside, and 
the dividend does not support the expected return now. The 
DCF calculation is higher than the share price (EUR 3.3), 
reflecting the longer-term potential, but in the short term we 
believe the upside is limited by the risks in the market, the 
company's performance and its financial situation.
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Target price:

Business risk

Valuation risk



o Above-market growth in a recovering market

o Return to strong profitability

o Strong cash flow and low investment need

o Efficient and diversified business model as well 
as digitalization expertise create competitive 
advantage

o Increasing share of consulting and design in the 
construction value chain driven by megatrends

o Opportunities created by sustainable 
development regulation

o Cyclicality of the underlying construction market

o Maintaining a good profitability level sustainably

o A clear and prolonged market downturn after 
good years

o Challenges created by Nordic expansion and a 
new market

o Failure in acquisitions

o Leverage and growth financing
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Result well below estimates
Revenue in decline due to market challenges 

Sitowise's revenue decreased by 8% to 48.8 MEUR in Q4 
(Q4'23: 52.8 MEUR), missing our estimate by 1%. This is the 
sixth consecutive quarter of revenue decline, and the 
downward revenue trend has not slowed down 
significantly so far. Organic revenue was down by 9.4% in 
the quarter. 

One of the reasons for the decline in revenue in the 
quarter was the timing of the Christmas break at an 
unfavorable time for the employer, but operationally the 
decline was more due to insufficient order books in 
Sweden and the Finnish Buildings business during the year 
and weak market conditions. In Sweden, revenue 
decreased by 17% to 9.6 MEUR in Q4, and in the Buildings 
business by 15% to 13.6 MEUR. The development in the 
segments was particularly weak in structural engineering, 
although Sitowise has already seen an upturn in some 
areas of construction management and renovation 
services.

As expected, Digital Solutions' revenue was flat year-on-
year (-0.2%, 7.6 MEUR). For Digital Solutions' product 
business, the development has been positive (10% growth), 
but projects are still under pressure from fierce competition 
and the weak economy. Infra's revenue, in contrast to 
others, increased by 3% and is now supporting Sitowise in 
a weak economic climate. Infra has also received several 
important orders during the year, which will continue to 
provide good support for the segment's development this 
year.

The order book was down 8% year-on-year during the 
quarter at around 151 MEUR, reflecting the still weaker 
outlook, especially for the housing market in Finland and 
Sweden. The market recovery should be reflected quickly 
in Sitowise's order book (the design and development 
phases are the first to start), but so far there are no clear 
signs of a turnaround, even though the comparison periods 
are also starting to be weak. 

Very weak earnings level

Contrary to expectations, Sitowise's adjusted EBITA 
decreased to 1.2 MEUR in Q4 and the margin weakened to 
2.5% (Q4’23: 4.5%). Given the weak comparison period, the 
quarterly result was dismal and adj. EBITA missed our 
estimate by 65% (estimate: 3.5 MEUR) and margin by 
several percent (estimate: 7.0%). 

The weak profitability and forecast miss were caused by 
lower utilization rate due to Christmas and the weak 
situation in the housing market, but also by the project 
challenges that re-emerged in the quarter. According to 
the report, project costs have exceeded expectations and 
execution conditions on certain existing projects have 
deteriorated, resulting in lower earnings in Buildings and 
Sweden. Both Buildings and the Swedish business 
reported a loss for the quarter. On the positive side, Infra 
and Digital Solutions are performing above target (+12% 
EBITA).
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Lack of guidance indicates lack of direction
Due to Sitowise's insufficient workload, the utilization rate 
in Q4 eventually dropped to 72.5% (Q4’23: 72.6%) and to 
72.6% for the full year, which is a low level by Sitowise's 
standards (historical average around 76%). On the cost 
side, wage pressures continued and intense price 
competition made pricing more difficult. In the reported 
figures, restructuring slightly reduced EBIT and, in addition, 
high financial expenses ultimately pushed the net result 
deep into the red and the earnings per share to EUR -0.05 
(estimate: EUR 0.01). For the full year, Sitowise achieved an 
adjusted EBITA of 9.6 MEUR (EBITA-%: 5%) and the net 
result was a loss of 2.7 MEUR. This was the first loss-
making year in Sitowise's documented history as a listed 
company.

Cash flow picked up towards the end of the year as 
expected

In Q4, Sitowise’s operational cash flow was 10.9 MEUR 
(Q4’23 11.3 MEUR) and improved seasonally towards the 

end of the year. The cash flow helped to keep the 
company's financial situation stable compared to previous 
quarters, which was positive. Sitowise's solvency ratios are 
at a reasonably good level (Q4 equity ratio: 43%, gearing 
ratio-%: 46%). Cash and cash equivalents at the end of the 
quarter amounted to 17.5 MEUR (Q4’23: 15.6 MEUR), and 
the liquidity situation is still reasonably good, barring any 
unexpected installments. 

However, the company’s debt leverage (net debt/adjusted 
EBITDA) was at 5x in Q4 (target below 2.5x). The figure is 
very high and raises concerns about the company's 
financing agreement. In the company's 100 MEUR financing 
agreement, net debt/EBITDA is one of the covenants, and 
therefore the company has negotiated a temporary 
adjustment of the covenants with the financiers. However, 
we believe that the covenants cannot be stretched 
indefinitely and that the company's result will also need to 
turn around in order for the financial figures to improve. 

The financing package matures in March 2026, and the 
company is currently negotiating an extension. Given the 
continuity of financing and the price, an improvement in 
earnings performance would be required this year already. 

No guidance was given, indicating uncertainty and lack 
of direction

In addition to the poor result, Sitowise chose not to provide 
guidance for 2025. According to Sitowise, the timing of the 
construction market recovery is uncertain, making it 
impossible to reliably estimate revenue. In terms of 
outlook, the situation is weak for Buildings and Sweden, 
but stable for Digital Solutions and Infra. Overall, the first 
half of 2025 is still expected to be challenging and the 
expected recovery in the second half now looks even less 
likely. The lack of guidance is in our view a clear negative 
and with the result below expectations it raises concerns 
about Sitowise's direction or lack thereof. 
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Sitowise Q4’24 interview (in Finnish)

https://www.inderes.fi/videos/sitowise-q424-epavarmuus-jatkuu
https://www.inderes.fi/videos/sitowise-q424-epavarmuus-jatkuu


Lack of guidance and outlook lowered our forecasts
Estimate revisions

• Based on the guidance and outlook, we lowered our operating profit forecasts for the 
next few years by about 10%.

• Estimates decreased more significantly on the lower lines due to higher financial 
expenses. 

• We expect profitability to improve during 2025 and annual savings of 3.5 MEUR, the 
elimination of one-off costs in 2024 (project write-offs) and a gradual market upturn to 
support profitability, although we do not expect revenue to grow.

• The first half of the year is weaker than the second half due to reduced working hours, a 
weak market and a lower order book

• During 2026, we expect market growth to pick up significantly and support Sitowise's 
profitability improvement

Operational earnings drivers:

• Market recovery from years of slump supports stronger growth in 2025-2027

• Stronger revenue and market support the rise in utilization rates

• Significant earnings leverage from growth and business model improves earnings 
growth opportunities

• Expectation of a return to near-normal earnings levels over the next few years (2026-
2027)

• Diverse acquisition opportunities in fragmented sector and market, once the financial 
and operational situation has been improved
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Valuation does not encourage taking on risks
Absolute multiples are challenging

Sitowise's valuation in 2025 rises to a high level due to its 
weak earnings performance. If the earnings turnaround and 
market recovery materialize in line with our estimates, the 
multiples for the next few years will decline (2026e: 
EV/EBITDA: 6x, P/E: 12x) but will be neutral at best. Over 
the next few years, Sitowise's performance should 
gradually improve towards the company's normal profit 
level (EBITA-%: 9-10%), which is why we see the valuation in 
2026 better reflect the value of Sitowise. Considering the 
estimates for the coming years and the lower end of the 
valuation range we accept (EV/EBITDA: 7x, P/E: 12x), the 
stock would still not have significant upside. 

We are currently leaning towards the lower end of the 
acceptable range. Sitowise's performance has been 
deteriorating for many years and there is no sign of a 
turnaround. Uncertainties about the timing of the market 
recovery, the resolution of Sitowise's internal challenges 
and the level of sustainable profitability are currently high 
and significantly increase the risks to the stock. A move 
within this range would require evidence of better earnings 
and signs of a faster-than-expected market recovery. 

Dividend withheld until financial position improves

Sitowise does not distribute dividends for 2024, thus it 
doesn't support the near-term expected return. We expect 
the company to resume paying dividends in 2026 (dividend 
yield-% 25e: 3.5%), but this is highly dependent on the 
company's earnings trend and the negotiation of the 
financing that matures in 2026. Therefore, at this time, the 
dividend cannot be considered to support the expected 
return on the stock. 

Peer group valuation

Compared to the peer group, Sitowise is priced at a 
discount of around 25%. We feel the 2026 median 
valuations of the peers (P/E: 17x, EV/EBITDA: 9x) are 
already at a challenging level. We believe that it would be 
warranted for Sitowise to be priced at least at peer level 
based on its combination of historical profitability and 
future growth potential, but recent performance has clearly 
underperformed peers. In addition, many peers have 
proven to be more cyclically resilient and have a better 
performance history (e.g. Sweco), which makes it 
acceptable for peers to be priced significantly higher at the 
moment. Given the business challenges and the current 
weak profitability, the discount for Sitowise is justified and 
based on the relative valuation, we do not see any upside 
for the stock. 

DCF valuation

We also use DCF in the valuation. Our DCF model values 
the stock at EUR 3.3, with no significant upside given the 
uncertain long-term potential. In our model, the company’s 
revenue growth stabilizes at 1% in the terminal period after 
stronger medium-term growth, and the EBIT margin is 9.0% 
of revenue. This corresponds to an EBITA margin of around 
9-10%, which is clearly below the company’s target level 
(+12%). Our profitability expectations are optimistic based 
on current performance, but moderate based on history 
and potential. The cost of capital we use in the DCF model 
(WACC) is 9.2% (was 9.0%). We raised it slightly as 
Sitowise's risks increased and performance remained 
weak.
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Valuation table
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Peer group valuation
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Income statement
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Balance sheet
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30%

23%

47%

2025e-2029e

2030e-2034e

TERM

Cash flow distribution

2025e-2029e 2030e-2034e TERM



Source: Inderes. Note that the weight of the terminal value (%) is shown on an inverse scale for clarity. 13
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The information presented in Inderes reports is obtained from several different 
public sources that Inderes considers to be reliable. Inderes aims to use reliable 
and comprehensive information, but Inderes does not guarantee the accuracy of 
the presented information.  Any opinions, estimates and forecasts represent the 
views of the authors. Inderes is not responsible for the content or accuracy of the 
presented information. Inderes and its employees are also not responsible for the 
financial outcomes of investment decisions made based on the reports or any 
direct or indirect damage caused by the use of the information.  The information 
used in producing the reports may change quickly. Inderes makes no 
commitment to announcing any potential changes to the presented information 
and opinions.  

The reports produced by Inderes are intended for informational use only. The 
reports should not be construed as offers or advice to buy, sell or subscribe 
investment products. Customers should also understand that past performance is 
not a guarantee of future results. When making investment decisions, customers 
must base their decisions on their own research and their estimates of the factors 
that influence the value of the investment and take into account their objectives 
and financial position and use advisors as necessary. Customers are responsible 
for their investment decisions and their financial outcomes.  

Reports produced by Inderes may not be edited, copied or made available to 
others in their entirety, or in part, without Inderes’ written consent. No part of this 
report, or the report as a whole, shall be transferred or shared in any form to the 
United States, Canada or Japan or the citizens of the aforementioned countries. 
The legislation of other countries may also lay down restrictions pertaining to the 
distribution of the information contained in this report. Any individuals who may 
be subject to such restrictions must take said restrictions into account.

Inderes issues target prices for the shares it follows.  The recommendation 
methodology used by Inderes is based on the share’s 12-month expected total 
shareholder return (including the share price and dividends) and takes into 
account Inderes’ view of the risk associated with the expected returns.   The 
recommendation policy consists of four tiers: Sell, Reduce, Accumulate and Buy.  
As a rule, Inderes’ investment recommendations and target prices are reviewed at 
least 2–4 times per year in connection with the companies’ interim reports, but 
the recommendations and target prices may also be changed at other times 
depending on the market conditions. The issued recommendations and target 
prices do not guarantee that the share price will develop in line with the estimate. 
Inderes primarily uses the following valuation methods in determining target 
prices and recommendations: Cash flow analysis (DCF), valuation multiples, peer 
group analysis and sum of parts analysis. The valuation methods and target price 
criteria used are always company-specific and they may vary significantly 
depending on the company and (or) industry.

Inderes’ recommendation policy is based on the following distribution relative to 
the 12-month risk-adjusted expected total shareholder return. 

Buy The 12-month risk-adjusted expected shareholder return of 
the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder return of 
the share is attractive

Reduce The 12-month risk-adjusted expected shareholder return of 
the share is weak

Sell The 12-month risk-adjusted expected shareholder return of 
the share is very weak

The assessment of the 12-month risk-adjusted expected total shareholder return 
based on the above-mentioned definitions is company-specific and subjective. 
Consequently, similar 12-month expected total shareholder returns between 
different shares may result in different recommendations, and the 
recommendations and 12-month expected total shareholder returns between 
different shares should not be compared with each other. The counterpart of the 
expected total shareholder return is Inderes’ view of the risk taken by the 
investor, which varies considerably between companies and scenarios. Thus, a 
high expected total shareholder return does not necessarily lead to positive 
performance when the risks are exceptionally high and, correspondingly, a low 
expected total shareholder return does not necessarily lead to a negative 
recommendation if Inderes considers the risks to be moderate. 

The analysts who produce Inderes’ research and Inderes employees cannot have 
1) shareholdings that exceed the threshold of significant financial gain or 2) 
shareholdings exceeding 1% in any company subject to Inderes’ research 
activities. Inderes Oyj can only own shares in the target companies it follows to 
the extent shown in the company’s model portfolio investing real funds. All of
Inderes Oyj’s shareholdings are presented in itemised form in the model portfolio. 
Inderes Oyj does not have other shareholdings in the target companies analysed.  
The remuneration of the analysts who produce the analysis are not directly or 
indirectly linked to the issued recommendation or views. Inderes Oyj does not 
have investment bank operations.

Inderes or its partners whose customer relationships may have a financial impact 
on Inderes may, in their business operations, seek assignments with various 
issuers with respect to services provided by Inderes or its partners. Thus, Inderes 
may be in a direct or indirect contractual relationship with an issuer that is the 
subject of research activities. Inderes and its partners may provide investor 
relations services to issuers. The aim of such services is to improve 
communication between the company and the capital markets. These services 
include the organisation of investor events, advisory services related to investor 
relations and the production of investor research reports. 

More information about research disclaimers can be found at 
www.inderes.fi/research-disclaimer.

Inderes has made an agreement with the issuer and target of this report, 
which entails compiling a research report.
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