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The end of the restructuring is approaching

Lindex Group’s Q1 result fell short of our expectations and the comparison period, but the full-year guidance was Recommendation
repeated. The company has only one open dispute concerning the restructuring, and thus ending the restructuring is

realistic already in the near future, which we find positive. We made no significant forecast changes, but with the Accu.mulate
updated sum of the parts model and the approaching reorganization potential, we raise the target price to EUR 3.5 (previous Accumulate)
(previously EUR 3.2) and reiterate the Accumulate recommendation. EUR 3.50
Q1 result fell short of expectations and the comparison period due to the timing of the Crazy Days (previous EUR 3.20) o -
campaign and higher freight costs Share price: §
Lindex Group's revenue fell by 3%, slightly missing our estimates. Lindex Group's revenue was up 3%, but 2.96 §
Stockmann's was down nearly 15%, although the company says this was mainly due to the timing of the Crazy Days @
campaign (in Q2 this year). The timing change was known, but we may have underestimated its impact. Lindex Valuation risk —————=>
Group's adjusted EBIT decreased to 6.5 MEUR, whereas we expected the result to be flat or 3 MEUR in the red.
Earnings fell in both the Lindex division, mainly due to higher freight costs, and the Stockmann division, mainly due to Key figures
lower revenues as a result of the timing of the Crazy Days campaign CGFE SR ShEDh  SEre
Guidance unchanged, only slight adjustments to forecasts Revenue 952 972 992 993
. . . . . . . growth-% -3% 2% 2% 0%

Lindex Group reiterated its guidance and expects revenue to grow by 1-3% in local currencies and adjusted EBIT to EBIT adj. . s — -
be 70-90 MEUR in 2024. The midpoint is thus 80 MEUR, which is where the result also ended up in 2023 and 2022. »

) - : . ) EBIT-% adj. 8.4 % 7.8% 7.8 % 8.1%
The company still sees the market situation as challenging. Our forecast for growth is about 2%. After the weakish Q1,

ings forecast to 75 MEUR (was 77 MEUR). Our forecasts for the coming years did not change. Net Inc?me >2 ¥ 3 40
we cut our eamings EPS (adj.) 0.16 0.20 0.22 0.24
There is only one remaining restructuring dispute, the process ending this year is realistic
As expected, the report contained no news concerning the strategic assessment of department stores and the P/E (adj.) 16.9 14.6 13.4 12.2
company repeated that it will report on the results this year. However, concerning the restructuring process, the P/B 11 11 11 1.0
company said it had reached an agreement in April in another rental dispute. Thus, only one disputed claim remains Dividend yield-% 0.0 % 0.0 % 3.0% 41%
for the company (LocalTapiola) and we believe that it is well-placed to complete the restructuring process this year. In EV/EBIT (adj.) 1.9 13.4 12.8 1.8
connection with the disputes, a provision of 16 MEUR has been made in the balance sheet, which we expect the EV/EBITDA 5.4 5.8 5.0 4.8
company to pay this year. EV/S 1.0 1.0 1.0 1.0
The potential of the restructuring still offers a relatively good expected return Source: Inderes

After the company announced the strategic assessment of the Department Stores business in late 2023 we find the

sum of the parts to be the best valuation method. We estimate that the value of the company without department Guidance (Unchanged)

stores is over EUR 4 per share. However, one should consider the uncertainties related to the manner and schedule . .

of the possible structural changes in department stores. As a whole, we feel the expected return is reasonable, StockmannoGroup SEEEEEEE B currencies LY
. . . . . . . grow by 1-3% in 2024 compared to 2023. The Group’s

considering that at least some kind of change in the Department Stores business is likely this year. With the current adjusted operating result is estimated to be 70-90 MEUR.

structure, our estimate for the company's 2024 P/E ratio adjusted for lease liabilities and cash is around 15x and

EV/EBIT good 10x. These are already relatively high for the company, so the return potential comes mainly from the

possible restructuring. We believe the possible closure of the restructuring process makes it easier to implement

reorganization and would also enable dividend distribution.
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#4| Value drivers

l/

» Lindex division’s cash flow and value creation

« Divestment of the Stockmann division or
gradual improvement in its profitability

«  Corporate restructuring ending, which
enables, e.g., dividend distribution and
alleviates structural arrangements

Revenue and EBIT-%

982 972 992 993
899
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Revenue e EBIT-% (ad].)

Source: Inderes

A Risk factors

Department stores destroy value and we see
no operational change to this in the next few
years

« During and after the restructuring, the

company’s access to funding may be limited

* The Lindex division's result, like the fashion

industry in general, has been unpredictable
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Valuation

Share price
Number of shares, millions
Market cap

EV

P/E (adj.)

P/E

P/B
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EV/Sales
EV/EBITDA
EV/EBIT (adj.)
Payout ratio (%)
Dividend yield-%

Source: Inderes
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Dividend / share
2024e 2025e 2026e
2.96 2.96 2.96
161.2 163.7 163.7
485 485 485
1018 982 954
14.6 13.4 12.2
15.2 13.4 12.2
1.1 1.1 1.0
0.5 0.5 0.5
1.0 1.0 1.0
5.8 5.0 4.8
13.4 12.8 1.8
00% 408% 496%
0.0 % 3.0% 41%



Result below expectations and the comparison period

Revenue slightly lower than expected

The Lindex Group's revenue fell by 3%, slightly
missing our estimates. Lindex Group’s revenue was
up 3%, but Stockmann's was down nearly 15%,
although the company says this was mainly due to
the timing of the Crazy Days (in Q2 this year). The
timing change was known, but we may have
underestimated its impact.

Earnings deteriorated in both divisions

The Lindex Group's adjusted EBIT decreased to 6.5
MEUR, whereas we expected the result to be flat.
Both the Lindex division, mainly due to higher freight
costs, and the Stockmann division, mainly due to
lower revenues as a result of the timing of the Crazy
Days, posted lower earnings. The Lindex division's
gross margin decreased to 62.7% (Q123: 65.1%
Inderes: 63.5%) and the Stockmann division’s gross

margin increased to 42.7% (Q123 41.2%, Inderes
44.0%). Fixed costs were close to our expectations.

Restructuring process close to the end

On a positive note, another restructuring dispute was
resolved (Nordika) after the reporting period, leaving
only one dispute with LocalTapiola. In the case of
LocalTapiola, the court of arbitration ordered Lindex
Group to reimburse LocalTapiola 19 MEUR for the
termination of the Tapiola department store’s lease
as part of the restructuring program, while only 3.5
MEUR had been decided as compensation in the
restructuring program. The difference, i.e. 16 MEUR,
has been recorded as a provision in Lindex Group’s
balance sheet.

Again, we believe that some form of settlement is
possible that would allow the company to complete
the restructuring process this year. This could be

Estimates Q123 Q124 Q1'24e Q1'24e Consensus Difference (%) 2024e
MEUR / EUR Comparison Actualized Inderes Consensus Low High Act. vs. inderes Inderes
Revenue 199 193 198 -2% 972
EBIT (adj.) 2.4 -6.5 -2.8 132% 76.1
EBIT -2.9 -7.6 -2.8 171% 75.0
EPS (reported) 0.13 -0.10 -0.05 87% 0.20
Revenue growth-% 1.2 % -29% -0.5% -2.4pp 21%
EBIT-% (adj.) 1.2 % -3.4 % -1.4 % -2 pp 7.8%

Source: Inderes

either direct payment of the arbitration compensation
or, e.g., transfer of money to an escrow account,
allowing completion of the legal proceedings without
hindering the termination of the restructuring
program. This would also facilitate a possible
reorganization, i.e., the spin-off of the Stockmann
division, and we believe that the company will also
seek to settle the LocalTapiola dispute before the
results of the strategic assessment are published.
The results of the strategic assessment are expected
later this year and the company has said that it aims
to end the restructuring as soon as possible
(although this has been the message for a couple of
years, but now it is also realistically very close).

Lindex Group Q4123: Progress in restructuring disputes

(in English)
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https://www.inderes.fi/videos/stockmann-q423-tulostaso-pitaa-eng
https://www.inderes.fi/videos/lindex-q124-edistysta-saneerauskiistoissa

Forecast changes were small and targeted at this year

Guidance unchanged

Lindex Group reiterated its guidance and expects
revenue to grow by 1-3% in local currencies and
adjusted EBIT to reach 70-90 MEUR in 2024. The
midpoint of the guidance is thus 80 MEUR, which is
where Stockmann’s result also ended up in 2023
and 2022. During Q1, the market outlook has
remained unchanged, i.e. relatively weak. The slight
weakening of SEK and NOK will impact the company
negatively, but at this stage, the impact is not
significant enough to call for a change in the
guidance.

We lowered our estimates slightly for 2024

With the weakish Q1, we lowered our 2024 forecasts

slightly and now expect 2% growth (roughly the same
in euros and local currencies) and an adjusted EBIT of
75 MEUR. We slightly raised the Stockmann division’s

Estimate revisions 2024e 2024e
MEUR / EUR oid New
Revenue 975 972
EBITDA 177 175
EBIT (exc. NRIs) 77 76
EBIT 77 75
PTP 45 45
EPS (excl. NRIs) 0.22 0.20
DPS 0.00 0.00

Source: Inderes

forecasts for Q2, as judging from the comments, the
timing of the Crazy Days campaign had a greater
impact on the Q1/Q2 earnings distribution than we
expected. Fluctuations in financial expenses and
taxes in Q1 had a slight effect on the changes in
lower income lines. We made no forecast changes
for the coming years.

Efficiency measures in the Stockmann division

The company has already said for several quarters
that the Stockmann division is undergoing various
efficiency measures, which have been reflected as
decreased cost levels. Inits Q1 report, the company
also reported on efficiency measures related to the
Stockmann division’s administrative structures, which
are estimated to save 2.7 MEUR from the beginning
of 2025. We expect these cost savings to support a

slight improvement in the Stockmann division's resullt.

Change 2025e 2025e Change 2026e
% old New % old
0% 992 992 0% 993
-1% 196 196 0% 199
-1% 77 77 0% 81
-2% 77 77 0% 81
-1% 46 46 0% 50
-9% 0.22 0.22 0% 0.24
0.09 0.09 0% 0.12

However, we believe that a more significant
improvement would only come through revenue
growth, which we do not believe in at the moment.

The company’s CFO changes

In connection with the result, Lindex Group also
announced that CFO Annelie Forsberg will leave the
company in the fall. Forsberg has been CFO of the
Lindex division for nearly six years and CFO for the
entire Group for about two years. We do not see the
change having any greater impact on the company,
although Forsberg together with Susanne Ehnbage
have pushed the result of the Lindex divisionto a
whole new level.

2026e Change
New %
993 0%
199 0%
81 0%
81 0%
50 0%
0.24 0%
0.12 0%



The sum of the parts offers return

Some challenges in valuation

We feel there are a few factors that make the
valuation of Lindex Group difficult. Firstly, a loss-
making Department Stores business affects the
company's earnings multiples, which makes it difficult
to use group figures as a whole. Secondly, the
performance of both divisions has been very volatile
over the last decade, so finding some kind of normal
level is not self-evident. This is also muddled by the
effects of COVID and the structural changes in the
Stockmann division. Thirdly, the company's large
lease liabilities distort balance sheet and EV-based
figures and, on the other hand, excluding lease
liabilities, the company has net cash. Based on these
facts, we feel a need to look at figures that have been
adjusted in various ways. After the company
announced the strategic assessment of the
Department Stores business we find the sum of the
parts to be the best valuation method. However, this
should consider the uncertainties related to the
manner and schedule of the possible structural
changes in department stores.

Valuation summary — Accumulate

We consider the company's valuation interesting in
terms of the risk/reward ratio, given the potential of
structural arrangements. This potential is very near
with the company’s strategic assessment published in
September 2023 and the restructuring process that
may soon be completed. As such, we already
consider the earnings-based valuation highish. We are
not expecting a dividend until 2025, so it has a small
impact.

The values indicated by the sum of the parts are well
above the current share price. They assume the value
of the department stores to be slightly negative or

zero. This may materialize if the company decides to
divest the department stores at the end of the
strategic assessment. On the other hand, if
department stores remain part of the group, their
losses and negative cash flow continue to burden the
company at least for the time being.

With the current structure, we expect the company to
reach 6-7% return on capital and 6-7% return on free
cash flow in the medium term. The company could
also pay this out as a dividend in the longer term if
there are no bigger investments. The earnings and
dividend income generated by the current estimates
are not as such sufficient to award a positive view of
the share.

Getting rid of department stores would raise the
value to over EUR 4

We believe that the sum of the parts is an interesting
and useful perspective to the valuation of the stock. In
our neutral scenario, we value the Lindex division at
around 675 MEUR, which, with 2024 earnings
estimates, means an EV/EBIT of good 8x (excluding
lease liabilities). The Lindex division’s closest peers
KappAhl and MQ were usually priced below 10x
EV/EBIT when listed. Considering the increased
interest rate and IFRS 16 effects, the valuation could
be expected to be slightly lower in the current market,
although larger peers such as H&M are of course

valued higher. With an EBIT of 75-80 MEUR, which we

estimate to be the normalized earnings level, the

Lindex division generates about 55 MEUR in free cash

flow/net profit. By discounting this with a 1.5-2%
growth assumption and a 10% required return, the
current value of the Lindex division is about 675
MEUR. In this report, we raised the value by 25 MEUR
with the updated growth assumption.

Valuation

Share price

Number of shares, millions

Market cap

EV

P/E (adj.)

P/E

P/B

P/S

EV/Sales
EV/EBITDA
EV/EBIT (adj.)
Payout ratio (%)
Dividend yield-%

Source: Inderes

2024e

2.96
161.2
485
1018
14.6
15.2
11
0.5
1.0
5.8
13.4
0.0 %
0.0 %

2025e

2.96
163.7
485
982
13.4
13.4
11
0.5
1.0
5.0
12.8
40.8 %
3.0%

2026e

2.96
163.7
485
954
12.2
12.2
1.0
0.5
1.0
4.8
1.8
49.6 %
41%



Valuation is already highish with the current structure

Translated into a P/E ratio this means around 12.5x.
This is in the same ballpark as that of Nordic retail
sector peers (10-17x for 2025), but below the level of
the larger global competitors H&M (18x) and Inditex
(above 20x). We believe that the strong global
market position and brand of these companies offer
them clearly better growth prospects than the
Lindex division, which makes the higher valuation
justified.

If the company found a buyer for its Department
Stores business (i.e. sell it off at zero price), the value
of the company would only consist of the Lindex
division and would be around EUR 4.0 per share
(see calculation on the right). However, the
calculation must consider small group costs and
negative cash flow generated by department stores
as long as they are part of the group. Naturally, the
company can also receive a small price for divesting
the department stores although we do not expect
the sum to be significant for a loss-making business.
It is also possible that the company would in
practice have to pay the buyer of the department
stores, which would mean the value in the
transaction would also be negative. Thus, the
structural arrangements of the Department Stores
business clearly have the potential to create value in
the company.

Earnings and cash flow multiples with the current
structure

We feel one should not look directly at multiples
calculated based on reported figures in the
company’s valuation. We believe a better way is to
adjust the market cap for net cash in the P/E ratio
and to remove lease liabilities from EV. If we remove
lease liabilities from EV their earnings impact
included in financial items should, in our opinion, be

considered, which gives a comparable figure Sum-of-the-parts calculation
without IFRS 16 effects. In addition, we consider the
expected impact of the disputed debts (both on
debt and number of shares). P/E for this year would
be about 15x and EV/EBIT (or in practice EV/PTP)
around 10.5x. For 2025, the figures are 12x and
9.55x. We find these multiples highish for
Stockmann with the current structure, which
highlights the need for restructuring for value
creation.

Lindex division

Department stores and other costs
Total

Debt excluding lease liabilities
Cash at the end of 2024

Value of the share capital
Value per share

Our estimate of the company's sustainable free
cash flow is 30-35 MEUR and we do not expect the
company to achieve substantial earnings growth in
the longer term. This means a free cash flow yield of
6-7 % at current market cap. If Lindex Group is net
cash positive, the company could at least in
principle distribute the entire cash flow as dividends,
as long as it is technically possible after the
restructuring. However, the post-restructuring
investments the company mentioned may reduce
cash flow and dividend potential. In any case, the
longer-term cash-flow rate is 10% below our
required return.

Probability weighted expected return

We expect that without structural arrangements, the
share’s expected return will be at the level of its
sustainable free cash flow yield, i.e. 6-7 %. If we
assume that the probability of the EUR 4.0 sum of
the parts value realizing is, e.g., 2/3 within a year
(and the remaining 1/3 for the 7% return) the
expected return rises to good 20%. As the
restructuring process approaches its end, we
shortened the perspective of this examination from
two years to one year, which raised the calculated
expected return.

Value, MEUR
675

649
4.0



Strategy and financial objectives 1/4 - Lindex division

Accelerating MM
growth

* Lindex aims to grow in the current and new
markets, both in existing and new channels, with a
strong and distinctive offering.

Lindex's strategic objectives

Transforming into a
sustainable business

Lindex continues its sustainability-related
transformation, which offers many business
opportunities, including growth through new
circular business models.

Inderes' comments on Lindex division’s strategic goals

In Lindex’s main markets (Nordic countries), we
estimate that the growth of the clothing market is
low, and Lindex already has a fairly strong market
position. Thus, we consider the growth potential in
the main markets to be limited

The company already has good and profitable
business outside the Nordic countries through its
own stores, its own online stores and third-party
online stores

We believe that the new distribution center will
enable growth in the future, especially in e-
commerce, which supports international growth

In our opinion, the company has good expertise,
especially in lingerie. However, introducing them
to the online store is slightly more difficult than for
other products

Source: Inderes

Lindex has already previously spoken about
transitioning to sustainable business. The company
has reduced its emissions in recent years and aims
for significant additional reductions by 2030. The
use of recycled materials has also increased.
However, concrete measures to change the actual
business model have been limited.

We believe that the company has opportunities,
e.g., in selling used clothes or to some respect,
e.g., in renting clothes. On the other hand, for the
company’s traditional product group, lingerie, these
models do not really work

We see a high volume low-cost fashion company
like Lindex also facing challenges if regulation
and/or consumer habits require, e.g., more
sustainable products

P N

Decoupling costs and -FQ
growth --h-‘

Lindex continues to improve efficiency and enable
growth by utilizing digitalization in stores, logistics,
procurement and processes as a whole.

Lindex has already been able to significantly
improve its profitability in recent years and is close
to its long-term financial target (more about this on
the following page).

The new logistics center will further improve
operational efficiency, although the impact is
expected to be visible only in 2026

If the company succeeds in continuing its growth in
digital channels, it should support profitability as
sales growth does not require an increase in store-
related costs

On the other hand, if the sales in physical stores
decrease substantially, Lindex that still relies
heavily on stores, may face challenges in adjusting
its operations/costs This is facilitated by short
leases (on average under 2 years).



Strategy and financial objectives 2/4 - Lindex division

%)
©)

Finaical targets (issued in November 2023)

3-5% annual local currency revenue growth (in the

medium term)

According to the company, Lindex has grown
by about 4% since 2019 compared to the last
12 months However, this includes high
inflation in recent years

Prior to this, Lindex’s historical growth has
been only around 1%

15% adjusted EBIT margin (in the long-term)

Lindex’s profitability has historically been
around 8%, as previously explained, but 14-
15% in 2022-23, which is close to the target
level

The company’s goal is to maintain its current
profitability (around 14%) in the next few years

Digital sales account for 30% of revenue (in the

medium-term)

Lindex’s share of digital sales grew strongly
during the COVID era and is currently around
18%, slightly below the level of the COVID
years

We believe that both the market trend and
the company’s own actions will support the

increase in the share of digital sales in the
future. However, the target of 30% in 3-4
years seems challenging to us

to reach 15% in the long term (around 5
years). The aim is logical, given the current
high profitability level

* We consider the target realistic, but believe
that Lindex will be at the bottom of it in the
next few years

* In our forecasts, Lindex’s margin will be only * According to the company, digital sales are
11-12% in the coming years, mainly due to the more profitable than in-store sales, but we
investments required by competition and feel that the division is partly artificial

* Medium term refers to 3-4 years

growth
Lindex's revenue growth target Lindex's EBIT % target

30% 16%
oo 14%
? 12%
10% 10%
§ ~ 8%
0% ;%:V’ 6%
00 > 0 0@ ON DD D e e O X
N A RN X O 3’ W A %
10% B D D 4D DD 4D 45 4D NP S S S S > ;‘;
(e}
-20% 0%

. . T P GRS R A S G o S TG D § e (- B A )

= Revenue growth in local currencies @0 ,1/0 ,1,0 ,1,0 ,1/0 ’19 ,1,0 ,.19 ,1,0 ,llorl’ ,1,0 ,}Oq’ ,1/0’1’ ofL ’19'1, ,1,0'1’

Lower limit of growth target 3%

= Revenue growth in local currencies —EBIT % target 15%

—— Upper limit of growth target 5%



Strategy and financial objectives 3/4 - Stockmann division

Developing the
offering

The Stockmann division continues to strengthen
its position in premium and luxury categories,
adding new brands, complementary product
categories and services, and developing the
sustainability of its offering. The Helsinki
department store plays a key role in this.

Stockmann has already decided in the
restructuring program (early 2021) to focus more
on the premium category. This sounds reasonable
as such, but we suspect that the network/sales
area of the company is too big for a store focused
only on more expensive categories

The company emphasizes the role of the Helsinki
department store, which may suggest that smaller
department stores will be abandoned over time.
We think that this would correspond to our
observation that the network is too extensive.

Developing the offering/product portfolio is
continuous work where we feel Stockmann has not
succeeded in recent years, as sales have been on
a downward trend

Source: Inderes

Strategic goals of the Stockmann division

Increasing and leveraging theo o o

loyalty customer base Uw\“ [V},

* Stockmann will continue to develop its loyalty
program to further activate its 1.4 million loyal
customer base and better utilize data and
personalization capabilities.

Inderes' comments on Stockmann division’s strategic goals

* The number and utilization of loyal customers has
long been one of Stockmann’s themes, like for
many other consumer companies

* We do not see this bringing any major changes that
would be substantially reflected in Stockmann’s
numbers

P N

Ensuring a seamless omni-
channel customer experience |:| El

J N .

Stockmann ensures a seamless omni-channel
customer experience by developing its department
stores, accelerating e-commerce and investing in
digitalization and automation.

Stockmann was clearly behind in its e-commerce
development in the last decade, but we believe
that in recent years it has been relatively functional

Omni-channel is, in practice a requirement in
modern fashion/department store trade, and we
see no competitive advantage in this regard nor
significant improvement steps in Stockmann in this
respect

In our opinion, the company is not planning to
invest significantly in the Stockmann division either

10



Strategy and financial targets 4/4 - Stockmann division

©) Finaical targets (issued in November 2023)

Reaching a positive free cash flow (in the medium-
term)

Revenue growth in line with market growth (in the 5% adjusted EBIT margin (in the medium-term)

medium-term)

* The revenue of the Stockmann division has * Interms of EBIT, it should be noted that a * We believe that this target is very much in line
been on a structural downward trend for a significant share of rental costs is only visible with the margin target, since we assume that
long time in financial expenses due to IFRS 16. depreciation is close to the investment level

Therefore, we estimate that a 5% margin .

However, we predict that cash flow will
remain negative in the coming years due to
weak earnings

i ) means about zero profit taking these rental
* The company has not provided an estimate of costs into account. This could be considered
market growth, but we believe it to be modest a minimum requirement for any business

* The Stockmann division (and its
* In our forecasts, Stockmann division’s predecessors) has been generating losses for
revenue will continue to decline in the coming a decade, we forecast zero EBIT in the
years, mainly due to a decrease in the sales coming years
area

Stockmann's revenue growth Stockmann's EBIT % target
20% 6%

4%
2%
0%
-2%
-4%
-6%
-8%
-10%
-12%

10%

0%

-10%

-20%

-30%

-40% e EBIT-%  =———EBIT % target 5 %
1



ESG

Lindex Group’s business remains mainly outside
taxonomy

Linde Group’s main business, retail, is not covered by
taxonomy at this stage. We believe that this is
because taxonomy initially identified sectors that have
the most significant impact on climate change, which
does not include retail.

Properties related to the company’s operations, on
the other hand, are included in taxonomy. At the
beginning of 2022, the company still owned
department store properties for which taxonomic
revenue and expenses were recorded. In addition,
right-of-use assets (i.e. leases) under IFRS 16 are
covered by taxonomy, which explains the very high
taxonomy eligibility of the capex ratio. Since the
company sold its department store properties in
2022, the figures have decreased slightly in 2023.
The company estimates that it has no taxonomy
activities in the Group.

We feel taxonomy has no impact on the business

As the company’s main business is currently not
covered by taxonomy, we do not believe that current
taxonomy will have any impact on the business, and
thus on e.g. the financial situation or financial costs. As
taxonomy expands, retail trade may be included, e.g.
in criteria covering the circular economy.

The climate target was just published

In November 2023, the company published a new
climate target (previously it did not have a group level
target) to achieve a 42% reduction in the entire value
chain, i.e. Scope 1, 2 and 3 by 2030 compared to the
2022 level. It has also submitted its targets for
assessment to the Science Based Targets project and

is pursuing the Paris Agreement (1.5 degrees Celsius)
targets. According to the company's assessment, SBTi
will approve Stockmann’s targets next year.

Lindex Group has significantly reduced its emissions
in recent years. Scope 1emissions have dropped by
about 70% and Scope 2 by over 55%. In terms of
Scope 3, the company made a comprehensive
calculation only for 2021-22, when emissions were at
the same level. So, at least for own emissions, the
trend is good, but over 90% of emissions were in
Scope 3 last year. Reducing total emissions requires
considerable work on Scope 3 emissions, which we
consider to be more challenging than own emissions.
We note that the possible separation of the
department store business from the Group would also
have a significant impact on emissions. The company
already reports emissions separately for the Lindex
and Stockmann divisions, so the development can be
monitored separately for each of them. Lindex already
has its own target to reduce carbon dioxide emissions
in the entire value chain by 50% by 2030 compared
to 2017.

Taxonomy eligibility
Revenue

OPEX

CAPEX

Taxonomy alignment
Revenue

OPEX

CAPEX

Climate

Climate goal

Target according to Paris agreement
(1.5 °C warming scenario)

2022
2%
10%
92%

2022
0%
0%
0%

No

No

2023
2%
9%
88%

2023
0%
0%
0%

Yes



Valuation table

Valuation 2019 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Share price 2.26 114 1.96 2.05 2.72 2.96 2.96 2.96 2.96
Number of shares, millions 72.0 72.0 114.0 155.2 159.8 161.2 163.7 163.7 163.7
Market cap 155 80 303 320 432 485 485 485 485
EV 542 889 774 953 1018 982 954 929
P/E (adj.) neg. neg. 6.1 6.3 16.9 14.6 134 12.2 1.3
P/E neg. neg. 4.7 31 8.4 15.2 134 12.2 13
P/B 0.2 0.4 11 1.0 11 11 11 10 10
P/S >100 0.1 0.3 0.3 0.5 0.5 05 05 0.5
EV/Sales >100 1.0 0.8 1.0 10 10 10 0.9
EV/EBITDA 4.8 3.0 54 58 5.0 4.8 4.6
EV/EBIT (adj.) 34.7 13.0 9.7 1.9 134 12.8 1.8 1.0
Payout ratio (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0 % 40.8 % 49.6 % 494 %
Dividend yield-% 0.0 % 0.0 % 0.0% 0.0% 0.0% 0.0 % 3.0% 41 % 4.4 %

Source: Inderes

P/E (adj.) EV/EBIT P/B

16.9 11 11
347 B 11 10
14.6 1.0 :

134
12.2

61 63 13.0 no 134 128 g 04

9.7
0.2

neg. neg.

2019 2020 2021 2022 2023 2024e 2025e 2026e 2019 2020 2021 2022 2023 2024e 2025e 2026e 2019 2020 2021 2022 2023 2024e 2025e

= P/E (adj)  EV/EBIT (adj) = P/B



Peer group valuation

Peer group valuation
Company

Lindex

H&M

Fast Retailing
Inditex

Tokmanni

Puuilo

Kesko

Clas Ohlson
Lindex Group (Inderes)
Average
Median

Diff-% to median

Source: Refinitiv / Inderes

Market cap
MEUR

498
24841
79322
139314

830

835

6409

760

485

EV
MEUR

1019
29446
71974
133481

1560

936

9314

876

1018

EV/EBIT
2024e 2025e
133 12.9
17 15
237 224
19.7 17.9
13.2 1.3
16.7 14.8
13.9 131
13.7 10.6
134 12.8
16 14
13.9 131
-4% -3%

EV/EBITDA
2024e 2025e
57 55
8 7
18.2 16.8
13.6 12.5
6.4 6.0
12.9 1.6
7.7 7.3
6.2 5.8
5.8 5.0
10 9
7.7 7.3
-24% -31%

EV/S
2024e 2025e
11 1.0
1 1
4.0 36
37 35
0.9 0.9
27 23
0.8 0.8
1.0 0.9
10 1.0
2 2
15 14
-28% -29%

P/E
2024e 2025e
13.9 12.8
201 18.0
39.4 363
26.0 237
125 9.9
201 17.1
136 12.7
16.2 12.4
14.6 134
19.3 174
16.2 12.8
-9% 5%

Dividend yield-%

2024e

1.0
4.0
0.8
33
5.8
41
6.3
36
0.0
3.7
4.0
-100%

2025e

3.0
44
0.9
37
6.7
47
6.3
43
3.0
4.3
4.4
-31%

P/B
2024e

1.2
57
6.6
7.6
2.9
9.1
23
47
11
4.8
4.7
-76%



Income statement

Income statement
Revenue

Lindex
Stockmann
EBITDA
Depreciation

EBIT (excl. NRI)
EBIT

Lindex
Stockmann
Non-allocated

Net financial items
PTP

Taxes

Minority interest
Net earnings

EPS (adj.)

EPS (rep.)

Key figures

Revenue growth-%
Adjusted EBIT growth-%
EBITDA-%

Adjusted EBIT-%

Net earnings-%

Source: Inderes

2022
982
661
321
258
-103
79.8
155
90
£5
-4.8

129
-27.5
0.0
102
0.32
0.66

2022
9.2%
16.8 %
263 %
8.1%
10.4 %

Q123
199
127
72
227
2556
2.4
2.9
5.6
7.0
1.0
73
-10.2
297
0.0
19.5
-0.06
0.13

Q123
12%
-35.7 %
1.4 %
-1.2%
9.8 %

Q2'23
252
176
76
55.3
-251
31.6
30.2
36.2
-35

-7.0
23.2
-9.4
0.0
13.8
-0.09
0.09

Q2'23
-6.3%
-10.8 %
219 %
125 %
55%

Q3'23
227
162

65
45.2
-24.9
20.6
20.3
26.2

-4.8
-0.8
-6.7
13.6
-5.0

0.0

8.6
-0.13
0.05

Q3'23
-7.0 %
-6.4 %
19.9 %
9.1%
3.8%

Q4'23
274
168
106

53.5
-24.6
30.3
28.9
223
9.0
-1.0
-8.9
20.0
-10.3
0.0
9.7
-0.12
0.06

Q4'23
0.6 %
16.1%
19.5%
1.0 %
35%

2023
952
633
319
177
-100

80
76.5

46.6
5.0
0.0

517

-0.39

0.32

2023
-3.1%
0.4 %
18.6 %
84 %
54%

Q124
193
131
62
17.8
-25.4
-6.5
-7.6
42
-9.4
-1.2
-6.5
-14.1
-1.3
0.0
-15.4
-0.09
-0.10

Q124
-29%
170.8 %
9.2%
-34%
-8.0 %

Q2'24e
262
181
81
56.2
-25.0
31.2
31.2
320
0.0
-0.8
-8.0
23.2
-4.6
0.0
18.6
0.12
0.12

Q2'24e
4.0 %
-1.3%
215%
1.9 %
71%

Q3'24e
235
169

66
46.2
-25.0
21.2
21.2
26.0

-4.0
-0.8
-8.0
13.2
-2.6

0.0
10.6
0.07
0.07

Q3'24e
36%
29%
19.7 %
9.0%
45%

Q4'24e
282
175
107
55.2
-25.0
30.2
30.2
220
9.0
-0.8
-8.0
22.2
-4.4
0.0
17.8
0.1
0.1

Q4'24e
28%
-0.3%
19.6 %
10.7 %
6.3 %

2024e
972
656
316
175
-100
76
75
84
-4.4
-3.6
=Sl
45
-13.0
0.0
S
0.20
0.20

2024e
21%
-5.0%
18.0 %
78 %
32%

2025e
992
672
320
196
-119
77
77
80
0.0
-3.0
=i
46
=916
0.0
36
0.22
0.22

2025e
21%
12 %
19.7 %
78 %
36%

2026e
993
689
304
199
-18
81
81
82
2.0
-3.0
=3
50
-10.5
0.0
40
0.24
0.24

2026e
0.1%
47 %

20.0 %
8.1%
4.0 %

2027e
995
706
289
201
17
84
84
83
4.0
3.0
-30
54
1.4
0.0
43
0.26
0.26

2027e
0.2 %
45 %
20.2%
85 %
43 %



Balance sheet

Assets 2022
Non-current assets 890
Goodwill 251
Intangible assets 14
Tangible assets 498
Associated companies 0.0
Other investments 0.7
Other non-current assets 31
Deferred tax assets 238
Current assets 385
Inventories 174
Other current assets 0.0
Receivables 43.2
Cash and equivalents 168
Balance sheet total 1276

Source: Inderes

2023
963
251
15
562
0.0
0.9
32
303
348
163
53
42.0
138
131

2024e
991
251
15
591
0.0
0.9
32
303
31
165
53
437
97.2
1303

2025e
991
251
15
590
0.0
09
3.2
303
346
169
5.3
446
128
1337

2026e
988
251
15
587
0.0
0.9
32
303
374
169
53
447
155
1362

Liabilities & equity
Equity

Share capital

Retained earnings
Hybrid bonds
Revaluation reserve
Other equity

Minorities
Non-current liabilities
Deferred tax liabilities
Provisions

Interest bearing debt
Convertibles

Other long term liabilities
Current liabilities
Interest bearing debt
Payables

Other current liabilities

Balance sheet total

2022
336
77.6
205

0.0
-18.9
723

0.0
586
40.3

0.0

545

0.0

0.7
361
77.3

179

105
1283

2023
393
77.6
257

0.0
-17.3
75.9

0.0
629
51.0

0.0
578

0.0

0.3
290
81.6

178
297
1312

2024e
425
77.6
288
0.0
-17.3
75.9
0.0
601
51.0
0.0
550
0.0
0.0
277
80.9
185
1.7
1303

2025e
461
77.6
325
0.0
-17.3
75.9
0.0
601
51.0
0.0
550
0.0
0.0
275
75.0
188
"7
1337

2026e
486
77.6
349
0.0
-17.3
75.9
0.0
601
51.0
0.0
550
0.0
0.0
275
75.0
189
1.7
1362



DCF calculation

DCF model 2023 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e 2032e 2033e TERM
Revenue growth-% -31% 21% 21% 0.1% 0.2% 0.5 % 0.5% 0.5% 0.5% 0.5% 1.0 % 1.0 %
EBIT-% 8.0% 7.7 % 7.8 % 8.1% 8.5% 9.5% 9.5% 9.5% 9.5% 9.5% 9.5% 9.5%
EBIT (operating profit) 76.5 75.0 77.0 80.6 84.2 95.0 95.5 95.9 96.4 96.9 97.9

+ Depreciation 100 100 19 18 17 16 115 15 13 13 14

- Paid taxes 9.2 -13.0 -9.6 -10.5 -11.4 -13.9 <141 -14.4 -14.6 -14.9 -15.3

- Tax, financial expenses 32 -89 -6.6 -6.4 -6.2 -6.1 -5.9 -5.8 -5.6 -5.5 -5.3

+ Tax, financial income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

- Change in working capital -68.7 -15.8 -0.5 0.0 -0.1 -01 -01 -0.1 -0.1 -0.1 -0.3

Operating cash flow 120 138 179 182 183 191 190 190 189 190 191

+ Change in other long-term liabilities -0.4 -0.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

- Gross CAPEX -166.3 -129.0 -118.0 -115.0 -115.0 -115.0 -115.0 -112.0 -116.3 -116.3 -126.0

Free operating cash flow -46.2 8.4 61.1 66.6 68.3 75.8 75.4 78.2 731 73.5 65.0

+/- Other 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FCFF -46.2 8.4 61.1 66.6 68.3 75.8 75.4 78.2 731 73.5 65.0 737
Discounted FCFF 7.8 52.1 51.8 48.3 48.7 441 41.6 35.4 324 26.1 295
Sum of FCFF present value 683 676 624 572 524 475 431 389 354 321 295
Enterprise value DCF 683

- Interest bearing debt -322 Cash flow distribution

+ Cash and cash equivalents 138

-Minorities 0.0

-Dividend/capital return 0.0

Equity value DCF 499 2024e-2028e 31%

Equity value DCF per share 3.0

WACC

Target debt ratio (D/(D+E) 0.0 %

Cost of debt 5.0 %

Equity Beta 135

Liquidity premium 1.00%

Risk free interest rate 25%

Cost of equity 9.9% 2024e-2028¢ W2029e-2033¢ WTERM

Weighted average cost of capital (WACC) 9.9 %

Source: Inderes



DCEF sensitivity calculations and key assumptions in graphs

Sensitivity of DCF to changes in the WACC-%

Sensitivity of DCF to changes in the risk-free rate

26 35% 26 35%
26€ - 37% 26¢€ 22 37%
% %
21€ 39% 21€ 18 39%
41% 41%
16 € 43% 16€ 43%
45% 45%
11€ 47% 1€ 08 47%
0.6 49% 0.6 49%
06 € 04 0.2 51% 06 € 04 0.2 51%
01€ >3% 01€ o1 s
74% 79% 84% 89% 9.4% 9.9% 10.4%10.9 % 1.4 % 11.9% 12.4 % 00% 05% 1.0% 15% 2.0% 25% 3.0% 35% 40% 45% 50%
DCF value (EUR) e \Neight of terminal value (%) DCF value (EUR) e \\/eight of terminal value (%)
Sensitivity of DCF to changes in the terminal EBIT margin Growth and profitability assumptions in the DCF calculation
17€ 35% 12%
’ 15 o
15€ 37% 10% L~
8%
1.3€ 39% ’
: 6%
1e 41% 4%
09 € 43% 2%
0%
07€ 45% 2%
05€ 03 47% -4%
) < (4 (4 (4 (2 (4
03€ LG RO S B A &
7.0% 75% 8.0% 85% 9.0% 9.5% 10.0 %10.5 % 11.0 % 11.5 % 12.0 % v % v v v v

Revenue growth-%

DCF value (EUR) e \\/eight of terminal value (%)

Source: Inderes. Note that the weight of the terminal value (%) is shown on an inverse scale for clarity.



Summary

Income statement
Revenue

EBITDA

EBIT

PTP

Net Income

Extraordinary items

Balance sheet
Balance sheet total
Equity capital
Goodwill

Net debt

Cash flow

EBITDA

Change in working capital
Operating cash flow
CAPEX

Free cash flow

Valuation multiples
EV/S

EV/EBITDA (adj.)
EV/EBIT (adj.)

P/E (adj.)

P/B

Dividend-%

Source: Inderes

2021

899.0
185.0
821
65.2
45.1
13.8

2021

1416.1
2681
2715
586.7

2021

185.0
-56.9
115.0
-17.41
132.7

2021

1.0
4.8
13.0
6.1
11
0.0 %

2022
981.7
2581
154.9
129.2
101.7
751

2022

1275.5
335.5
250.9
454.4

2022

2581
2.4
2224
8.5
293.8

2022

0.8
3.0
9.7
6.3
1.0
0.0 %

2023
9517
176.7
76.5
46.6
51.7
-3.6

2023
1310.5
3931
250.9
5216

2023

176.7
-68.7
120.5
-166.3
-46.2

2023

1.0
54
1.9
16.9
11
0.0 %

2024e
971.8
175.4
75.0
44.5
315
-1.41

2024e

1302.8
424.6
250.9
533.7

2024e

175.4
-15.8
137.7
-129.0
8.4

2024e

1.0
5.8
13.4
14.6
11
0.0 %

2025e
992.0
195.7
77.0
45.8
36.1
0.0

2025e

1336.9
460.7
250.9
497.3

2025e

195.7
-0.5
17941

-118.0
61.1

2025e

1.0
5.0
12.8
13.4
11
3.0%

Per share data

EPS (reported)
EPS (adj.)

OCF / share

FCF / share

Book value / share

Dividend / share

Growth and profitability
Revenue growth-%
EBITDA growth-%
EBIT (adj.) growth-%
EPS (adj.) growth-%
EBITDA-%

EBIT (adj.)-%

EBIT-%

ROE-%

ROI-%

Equity ratio

Gearing

2021
0.42
0.32
1.01
116
235
0.00

2021
14%
-173%
1294%
-168%
20.6 %
7.6 %
9.1%
202 %
7.6 %
18.9 %
218.8 %

2022
0.66
0.32
143
1.89
2.16
0.00

2022
9%
40%
17%
0%
263 %
81%
15.8 %
337 %
153 %
263 %
1354 %

2023
0.32
0.16
0.75

-0.29
2.46
0.00

2023
-3%
-32%
0%
-51%
18.6 %
84 %
8.0%
14.2%
7.6 %
30.0%
132.7%

2024e
0.20
0.20
0.85
0.05
2.63
0.00

2024e
2%
-1%
-5%
26%
18.0 %
7.8%
7.7 %
7.7 %
71%
32.6%
125.7 %

2025e
0.22
0.22
1.09
0.37
2.81
0.09

2025e
2%
12%
1%
9%
19.7 %
7.8%
7.8 %
82%
7.2%
34.5%
107.9 %



Disclaimer and recommendation history

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 Date

return of the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder 11/18/2022
return of the share is attractive 1/20/2023
Reduce The 12-month risk-adjusted expected shareholder

return of the share is weak 2/27/2023
Sell The 12-month risk-adjusted expected shareholder 3/21/2023
return of the share is very weak 5/2/2023
The assessment of the 12-month risk-adjusted expected total

shareholder return based on the above-mentioned definitions is 7/24/2023
company-specific and subjective. Consequently, similar 12-month 9/26/2023
expected total shareholder returns between different shares may result

in different recommendations, and the recommendations and 12-month 10/30/2023
expected total shareholder returns between different shares should not

be compared with each other. The counterpart of the expected total 11/17/2023
shareholder return is Inderes’ view of the risk taken by the investor,

which varies considerably between companies and scenarios. Thus, a 12/19/2023
high expected total shareholder return does not necessarily lead to 2/12/2024
positive performance when the risks are exceptionally high and,

correspondingly, a low expected total shareholder return does not 4/29/2024

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.

Recommendation
Reduce
Reduce
Reduce
Accumulate
Accumulate
Accumulate
Accumulate
Buy
Accumulate
Accumulate
Accumulate

Accumulate

Target
2.00 €
210 €
210 €
210 €
235€
240 €
280 €
280 €
280 €
3.10€
3.20€
350 €

Recommendation history (>12 mo)

Share price
1.97 €
205€
200 €
176 €
21 €
2.08 €
234 €
213 €
247 €
273 €
282 €
296 €
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Inderes democratizes investor information by connecting
investors and listed companies.

We help over 400 listed companies better serve investors.
Our investor community is home to over 70,000 active
members.

We build solutions for listed companies that enable
frictionless and effective investor relations. For listed
companies, we offer Commissioned Research, IR Events,
AGMs, and IR Software.

Inderes is listed on the Nasdaq First North growth market
and operates in Finland, Sweden, Norway, and Denmark.

Inderes Oyj

[tdmerentori 2

FI-00180 Helsinki, Finland
+358 10 219 4690

Award-winning research at inderes.fi
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