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Solid progress continues, but valuation becomes an issue
In Q4, sales of the key wealth management solutions that drive 
Mandatum's value creation were again at an excellent level, with 
improved cost efficiency underpinning the earnings growth. A 
successful end to the year therefore led to an upward revision of 
our earnings forecasts. We also increased our profit distribution 
projections. As a result, we revise our target price to EUR 4.8 (was 
EUR 4.5) per share, in line with our dividend model. Relative to this, 
we believe that the share price has already assumed an 
unnecessarily steep advance and has pushed the expected 
return down to an insufficient level. Thus, we lower our 
recommendation to Reduce (previously Accumulate).

Solid progress at the end of the year

Mandatum published a Q4 result that was quite in line with our 
expectations. While the net finance result, which fluctuates with the 
capital markets, was softer than usual due to interest rate 
movements and the weak development of equity markets, the 
group's key performance indicators – growth in assets under 
management and the cost/income ratio – were very strong. The 
report was therefore clearly on the positive side for us. The main 
focus of sales was again on international institutional clients and 
credit products. Last year, Mandatum raised almost one billion 
euros in new assets, which corresponds to 8% of the capital at the 
end of the previous year. This means that the company exceeded 
its target of 5% of new sales. Mandatum's first steps on the stock 
market have proved to be convincing.

The biggest surprise was the proposal for the distribution of profits, 
where the company is proposing an ordinary dividend in line with 
our forecasts (EUR 0.33), plus an extra dividend of a similar amount 
for 2024.

Good momentum in asset management raised estimates 
slightly

We have significantly raised our fee result forecasts following 
strong progress, as both new sales and cost efficiency have 

consistently developed stronger than expected. Based on last 
year's outcome, we have also slightly increased our forecasts for 
group expenses. All in all, our forecasts for Mandatum's pre-tax 
profit over the next few years have increased by 1-3%.

In our forecasts, the asset management result will continue to grow 
significantly, but the group result will decline in the coming years as 
the decline in the interest rate base gradually weakens the return 
on the investment portfolio. Overall, we expect Mandatum's pre-tax 
profit to have already peaked and to gradually decline in the 
coming years. Our forecast is that the growth in asset 
management will not offset the earnings impact of the contracting 
with-profit portfolio until closer to the turn of the decade. 

Profit distribution continues to be generous, although at a much 
more moderate level than in the financial year just ended. We have 
not yet included the excess capital from the PE exits in our profit 
distribution forecasts, as there is still considerable uncertainty 
about the timing and price tag of the exits. However, it is very 
possible that the exits will lead to further extra dividends in the 
coming years.

Valuation has taken an unnecessarily large head start

We have gauged Mandatum using the dividend model as it best 
reflects the company's high payout ratio and the unwinding of its 
overcapitalized balance sheet. Mandatum's expected return relies, 
somewhat exceptionally, to a large extent on a high dividend yield, 
as earnings will continue to decline structurally for several years to 
come. The value of the Mandatum share according to our dividend 
model, which takes into account the result generated by the 
business and the additional capital on the balance sheet, is around 
EUR 4.8 (was EUR 4.6). The increase since our last update is 
primarily explained by changes in our profit distribution forecasts 
and secondarily by increases in the fee result projections. Our 
dividend model indicates that the stock is already fully priced, so 
after the share price increase, the expected return has turned to an 
insufficient level.
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(was Accumulate)

Reduce

5.28

(was EUR 4.50)

EUR 4.80

Recommendation

Share price:

Guidance (New guidance)

The fee result is expected to increase from 2024, assuming stable 
market conditions. The with-profit portfolio is expected to decline further.

Target price:

Business risk

Valuation risk



o Growth in capital-light Wealth management

o Relative profitability has clear improvement 
potential with revenue growth

o With the rise in interest rates, the with-profit 
business has become clearly more attractive 
than before

o Release of capital from the with-profit portfolio 
and from PE investments

o Value creating acquisitions in the domestic 
asset management sector

o The company’s result remains highly dependent 
on investment returns

o A fall in interest rates would weaken solvency 
and make it more difficult to manage with-profit 
business

o Life insurance risks (especially biometric risks)

o Maintaining good return levels for funds

o Adverse changes in the tax legislation on 
investment insurance
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Strong sales and improved cost efficiency
Asset management sales were again excellent

The capital-light businesses closed the year in style. New 
sales in Mandatum's most important source of growth, 
Institutional & wealth management, again developed very 
strongly with the group’s net cash flows at almost 392 
MEUR (2.9% of AUM) in Q4. The vast majority of sales were 
to international institutional clients. The best-selling 
products were once again interest rate products. As an 
operator known for its fixed income investments, 
Mandatum continues to benefit from the current market 
situation where the popularity of fixed income investments 
has remained strong as interest rates have declined. We 
also believe that the sales figures reflect the quality and 
attractiveness of the company's products in the eyes of 
institutional clients.

AUM development is the key performance indicator for the 
company and the main driver of this growth is the 
company's new sales. Last year, Mandatum raised almost 

one billion euros in new client assets, making the year as a 
whole an excellent one for the company.

Mandatum's financial targets are to achieve an annual net 
cash flow of 5% of assets under management at the 
beginning of the year. In the financial year just ended, the 
figure was over 8%, thus clearly exceeding the target.

In addition to new sales, revaluations were also positive in 
the quarter, resulting in total client AUM increasing by just 
above 5% quarter-on-quarter and by an impressive 17% 
year-on-year.

Profitability development was also impressive

Mandatum's fee and commission result in Q4 was well 
ahead of our expectations. In addition to assets under 
management, cost-efficiency developed more positively 
than we estimated, improving relative profitability. The 
report shows that the cost/income ratio has fallen by up to 
8 percentage points in the last 12 months (66% -> 58%). 

Mandatum's Q4 fee result was 18.6 MEUR, clearly beating 
our forecast of 16.2 MEUR.

The result related to risk policies, on the other hand, was 
weaker than expected. This is not a cause for concern, 
however, as the result fluctuates from quarter to quarter in 
line with the actual claims paid.

The net finance result was, on the other hand, in line with 
our expectations. While the result of the with-profit portfolio 
was weaker than expected, this was offset by positive 
value changes in the group's own investments. The latter 
was influenced by the dividends received from Saxo Bank.

Overall, Mandatum's result was quite in line with 
expectations with a pre-tax profit of 35.1 MEUR (forecast 
36.6 MEUR).
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Surprising dividend proposal
Start of balance sheet reduction efforts

The distribution of profits was the biggest surprise of the 
morning, as the company is proposing to pay an extra 
dividend of the same amount in addition to the basic 
dividend we had forecast. This means that Mandatum's 
total dividend for the last financial year will increase to 
EUR 0.66 per share (basic dividend EUR 0.33 + extra 
dividend EUR 0.33). Although in our earnings preview we 
had anticipated a possible profit distribution above our 
forecast, the deviation was nevertheless well above our 
expectations. 

With this dividend proposal, Mandatum is thus taking the 
first steps to reduce its oversized balance sheet. Although 
the company's payout for last year is well above its 
distributable capital accumulation, the solvency ratio is still 
above the target level. The balance sheet will be further 
strengthened by the impending sales of the Enento and 
Saxo holdings. However, with regard to the ample profit 

distribution, it is worth noting that in the earnings call, 
management pointed out that the amount now proposed 
for distribution corresponds to the organic capital 
generation of the last two financial years.  This means that 
the dividend has effectively been increased by the very 
modest profit distribution in 2023. 

Meanwhile, the outlook for the current year is fully in line 
with expectations, as Mandatum estimates that its fee 
result will increase from the previous year and that its with-
profit portfolio will continue to decrease further.
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Good momentum in asset management raised estimates
Estimate revisions

o We have significantly raised our fee result forecasts following strong progress, as 
both new sales and cost efficiency have consistently developed better than 
expected. We now expect the company's normal sales volume to be higher than 
our previous estimates.  However, we do not expect the level of new sales seen 
at the end of the year to continue.  In our forecasts, AUM growth will continue to 
come mainly from institutional clients, as Mandatum's market share in investment 
insurance in Finland is already very high.

o Based on last year's outcome, we have also slightly increased our forecasts for 
group expenses. All in all, our forecasts for Mandatum's pre-tax profit over the 
next few years have increased by a modest 1-3%.

o Our dividend projections, on the other hand, have increased significantly. We now 
expect Mandatum to distribute all of its organic capital generation over the next 
few years, which will come from the reduction of the with-profit portfolio as well as 
from earnings. As a result, the profit distribution exceeds the reported result.  In 
addition, the exit from PE investments will eventually increase the amount of 
excess capital on the balance sheet, but we have not factored this into our 
dividend projections so far as there is still considerable uncertainty about the 
timing. 

Operational earnings drivers:

o Investment income still plays the key role in Mandatum’s earnings development, but 
ramping down the with-profit portfolio will gradually reduce the weight of balance sheet 
investments. However, this will also contribute to the group’s earnings. We therefore 
expect the group's results to be in structural decline for several years to come. 

o Asset management, on the other hand, will continue to grow strongly, thanks to both asset 
growth and new sales. We expect growth to mainly come from institutional asset 
management in Finland and in other Nordic countries. We also expect moderate growth in 
investment solutions for private and corporate customers (unit-linked pension and 
insurance products). The fee result is also supported by moderate scaling of the cost level.

o The development of term life insurance is expected to continue as stable, as market growth 
is modest and the market shares of key players are quite stable. Risk life insurance also 
plays a limited role in the group's current structure, with premium income and investment 
activities accounting for the majority of revenue.

o Overall, we predict that Mandatum's pre-tax profit has already peaked and will gradually 
decline from this level. Our forecast is that the growth in asset management will not offset 
the earnings impact of the contracting with-profit portfolio until closer to the turn of the 
decade.
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Valuation starts to become an issue
We have gauged Mandatum using the dividend model as it 
best reflects the company's high payout ratio and the 
upcoming unwinding of its overcapitalized balance sheet. 
Mandatum’s expected return is slightly exceptionally 
primarily based on high dividend yields, as it will be 
challenging to achieve earnings growth in the coming years, 
and we believe that even maintaining current earnings 
would be an excellent performance for the company. 
However, the earnings distribution should improve clearly 
as the focus shifts from the structurally declining with-profit 
business to the growing capital-light business. 

Our dividend model indicates that the stock is already fully 
priced, so after the share price increase, the expected 
return has turned to an insufficient level.

Cash flows do not justify current valuation

We believe that the dividend model works very well for 
Mandatum due to the company's modest investment needs 
(and thus high payout ratio) and the overly strong balance 
sheet that the company intends to unwind as the with-profit 
portfolio gradually decreases and when it exits from 
investments. Our dividend model takes into account not 
only the result generated by the operating business, but 
also the excess capital resulting from the liquidation of the 
balance sheet, so we believe that the method gives a fairly 
good picture of Mandatum's fair value. We therefore 
consider the DDM to be preferred method in Mandatum 
valuation.

Structurally, the usefulness of multiples is undermined by 
several years of declining earnings. A peer analysis is also 
not optimal for the company, as the downward-sloping 
earnings curve, combined with the significant share of 
earnings attributable to the with-profit portfolio, makes 
comparisons with key peers difficult. 

In our dividend model, we have also outlined the 
development of Mandatum's structural performance in the 
longer term. On this basis, the group's income level will 
decline to around 130 MEUR towards 2030 (estimate 
increased), after which the growth in Wealth management 
should already offset the decline in the with-profit portfolio. 
With a strong balance sheet and a solvency ratio above the 
target level, we expect Mandatum to distribute a dividend 
above its financial year result in the coming years. We have 
also taken into account the additional funds that will 
eventually be released by the exit from PE investments. 
However, we have not included these in our dividend 
forecasts but rather considered them as excess capital in 
the calculation.

We forecast Mandatum's solvency to be in the middle of the 
target range (170-200%) around 2028. Our detailed profit 
distribution forecasts can be found on page 12 of the report.

We have used a 1.5% growth assumption for the terminal 
period, as the decline in capital-light businesses by 2033 
should more than offset the negative impact on earnings of 
the significantly reduced with-profit portfolio. However, 
some of the portfolio remains in our forecasts at this point, 
so the contraction in the portfolio will mitigate the impact of 
the growth in asset management on earnings for some time 
to come.

The rate of return on equity we apply is 8.7%. Our DDM 
model indicates a value of some EUR 4.8 per share for 
Mandatum (was EUR 4.6). The increase since our last 
update is primarily explained by changes in our profit 
distribution forecasts and secondarily by increases in the 
fee result projections.
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Valuation table
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Peer group valuation
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Estimates
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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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