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More information on the sale of Tech Services in March

(was Buy)

Buy

18.32

(was EUR 22.00)

EUR 22.00

Recommendation

Share price:

Guidance (New guidance)

Tietoevry expects the company's organic growth to be between -3% 
and +1%. The company expects its full-year adjusted EBITA-% to be 12.0-
13.0%.

We reiterate our Buy recommendation and EUR 22.0 target price 
for Tietoevry. Tietoevry's Q4 was slightly weaker than our low 
expectations. The market environment remains challenging and 
the guidance points to a similar performance as last year, after 
which we expect the company to return to a better earnings 
growth path. The company also said that the strategic review of 
Tech Service will be completed in March, but that there is more 
pressure on the selling price than before. Despite near-term 
operating pressure, the valuation picture of the share remains very 
attractive from multiple perspectives (2025e DCF EUR 23, SOTP 
EUR 23 and dividend-% 9%). 

Q4 was weaker than expected

Tietoevry’s revenue went down by 7% to 699 MEUR in Q4, slightly 
below our and consensus estimates. Broadly speaking, the 
sluggish performance was driven by a weaker demand 
environment at the end of Q3 and the impact of the cyber attack at 
the beginning of the year on Q4 revenue. Exceptionally, all 
businesses declined organically. Tietoevry’s adjusted EBITA was 
89 MEUR or 12.7% of revenue (Q4’23: 108 MEUR). The result was 
almost 10% below our and consensus forecasts and down almost 
20% from the comparison period. The result level can therefore be 
considered disappointing, and it was driven by the decline in 
revenue. The company has ongoing efficiency measures in all 
business units. The reported result was also burdened by a 
significant non-cash goodwill impairment loss of 200 MEUR related 
to the Tech Services area. Adjusted EPS was EUR 0.49 for Q4 and 
EUR 1.92 for the full year 2024. The board of directors proposed a 
dividend of EUR 1.50 per share for the year 2024.

Details of Tech Services sale process in March

The sale of Tech Services is in the final stages and the company 
expects to complete its strategic review during March. However, in 
Q4 Tech Service's revenue decreased significantly and Tietoevry 
recorded a write-down of 200 MEUR related to the business. For 
the above reasons, we believe it is likely that the company will not 
receive the price we previously expected for the business. Based 

on the weak revenue trend and the substantial write-down, we 
have lowered our approved EV/EBITA ratio for Tech Service from 
6.5x to 6.0x, giving an enterprise value of 507 MEUR. However, we 
also note that there are still uncertainties about the price, as well as 
the closing of the overall transaction. Keeping Tech Service as part 
of Tietoevry would initially be negative news, but if the purchase 
price falls very low, keeping the business as part of Tietoevry starts 
to make sense for cash flow reasons.

Guidance indicates flat result year-on-year

Tietoevry expects the company's organic growth to be between -
3% and +1%. The company estimates its full-year adjusted EBITA-% 
to be 12.0-13.0% (12.3% in 2024). As a baseline, the company 
expects a 3% decline in revenue if the market remains at current 
levels The mid-point of the guidance will be reached if the market 
recovers in H2 and the upper limit if the market recovers at the 
beginning of the year. Due to a weaker-than-expected demand 
and pricing environment, we slightly lowered our profitability 
expectations and thus our earnings forecasts by around 5%. We 
expect revenue to fall by 1% and then return to growth track (~3%) 
in 2026-27. In addition, we expect the company's adjusted EBITA-
% to reach 12.3% in 2025 and then rise to nearly 13% in 2027, 
supported by revenue growth and scaling. 

Valuation picture is very attractive, and strong dividend provides 
good basis for expected return

On our estimates, the adjusted P/E and EV/EBIT multiples for 2025-
26 are ~9x. The multiples are ~45% below peers. The 
corresponding reported ratios are 11-14x, but almost half of the 
adjustments are PPA depreciation, which do not affect cash flow, 
and we also adjust these for peers. In our view, the absolute 
valuation of the share is attractive and the relative valuation is very 
attractive. The expected return on the share also rises to an 
attractive level of about 15% on the back of 5% earnings growth 
and a 9% dividend yield alone. In addition, the sum-of-the-parts 
(EUR 23) and cash flow calculations (EUR 23) suggest a much 
higher value than today. 2

Target price:

Business risk

Valuation risk



o Strengthened growth outlook

o Increase in the share of highly profitable 
software product business

o Growth in the share of modern IT services

o Acquisitions and divestments of non-strategic 
businesses

o Business separation

o Decline in competitive position among large 
customers

o Continuous transformation creates a constant 
need for restructuring

o Accelerating wage inflation, high employee 
revenue and a failure in talent competition
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Q4 was weaker than expected
Organic revenue decline in all businesses in Q4

Tietoevry’s revenue went down by 7% to 699 MEUR in Q4, 
slightly below our and consensus estimates.  Acquisitions 
or working days had no impact on revenue. Exchange rates 
had a negative impact on revenue of 9 MEUR. Broadly 
speaking, the sluggish performance was driven by a 
weaker demand environment at the end of Q3 and the 
impact of the cyber attack at the beginning of the year on 
Q4 revenue (impact of about 1 pp). 

All businesses declined organically. Tech Services 
declined the most (-11%), Create -9%, Industry -5%, Banking 
-3% and Care -2%. The situation therefore appears to be 
very subdued at the moment and the company expects this 
to continue in Q1. However, the company expects the 
market to improve in H2’25. 

Adjusted result down year-on-year and below 
expectations

Tietoevry’s adjusted EBITA was 89 MEUR or 12.7% of 
revenue (Q4’23: 108 MEUR). The result was almost 10% 
below our and consensus forecasts and down almost 20% 
from the comparison period. The result level can therefore 
be considered disappointing, and it was driven by the 
decline in revenue. The company has ongoing efficiency 
measures in all of its business units. 

The reported result was also burdened by a significant 
non-cash goodwill impairment loss of 200 MEUR related to 
the Tietoevry Tech Services area. Other non-recurring 
expenses amounted to 33 MEUR and were in line with our 
expectations. Reported EBIT was thus -144 MEUR and, due 
to the write-down, of course significantly below our 
forecast as well as negative. The other result lines were in 
line with expectations, and adjusted EPS was EUR 0.49 in 
Q4 and EUR 1.92 in 2024. 

The company's board proposed a dividend payout of 
EUR 1.50 per share for 2024, a slight increase compared to 
last year's dividend of EUR 1.47 per share. Operating cash 
flow was 128 MEUR in Q4, bringing the full year cash flow 
to 327 MEUR, well above the previous year's level of 
267 MEUR. Free cash flow for the full year was 254 MEUR 
or 2.14 EUR per share.  
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Tietoevry, Audiocast with teleconference, Q4'24

https://www.inderes.se/videos/tietoevry-audiocast-with-teleconference-q424
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We slightly lowered our profitability expectations
Estimate revisions

o We slightly lowered our profitability expectations driven by billing rate challenges and the 
negative impact of wage inflation and customer prices.

Forecasts for 2025e-2027e

o We forecast Tietoevry's revenue to decline by 1% organically in 2025 and to grow by 3% 
in 2026 and 2027. The forecasts are thus well below the economic targets of 8-10%, 
which were, nevertheless, made for a better and more "normal" situation. 

o We estimate adjusted EBITA % to be flat year-on-year at 12.3% in 2025, constrained by 
billing rate challenges and the negative impact of wage inflation and customer prices. In 
2026, we expect profitability to improve slightly, driven by higher revenue growth, 
scalable software and efficiency improvements. However, forecasts for the next few years 
are below the company's 15-16% target due to demand challenges, continued inflationary 
headwinds (particularly in emerging markets) and challenges in translating these 
pressures into customer prices. 

Operational earnings drivers:

o Efficiency programs support development (now in all segments)

o Tietoevry estimates a wage inflation of 4-5% in 2025 (2024: 4-5%). In addition, 
employee turnover has decreased, which supports profitability

o Tietoevry expects non-recurring costs to be 1.0-1.5% of revenue in 2025 (about 2.0% 
in 2024). 

o Price increases support the development somewhat

Financial targets 

o In terms of growth, Tietoevry is targeting a growth rate of 8-10%, compared to -3% and 
-2% in 2023 and 2024, respectively 

o In terms of profitability, the company is targeting an adjusted EBITA margin of 15-16% 
by 2025, compared to 12.3% in 2024

o In terms of solvency, the company aims to maintain a net debt/EBITDA ratio of 1-2x, 
compared to 2.2x at the end of Q4'24

o For the dividend, the objective is to continue to increase each year, which has been 
achieved 
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Dividend yield alone is enough for a positive view
Peer group

We have used Finnish, Nordic and global peers in 
Tietoevry’s peer group. We consider the median of this 
peer group to be a good yardstick for Tietoevry’s valuation 
level. We base our view of the relative valuation on the 
company's size, competitive position, and scalability, 
continuity and know-how of the expert portfolio, as well as 
geographical diversification and predictable business. A 
lower valuation is supported by the weak revenue 
development and profitability in the largish Tech Services 
business (hopefully to be separated in 2025). We have also 
considered the ‘constant’ restructuring costs, which are 
higher for Tietoevry than its peers. Tietoevry expects 
restructuring costs to be 2.0% of revenue (excluding costs 
of strategic assessments), which corresponds to just over 
15% of the operating result. 

Valuation multiples

On our estimates, the adjusted P/E and EV/EBIT multiples 
for 2025-26 are ~9x. The multiples are ~45% below peers. 
In our view, the absolute valuation of the share is attractive 
and the relative valuation is highly attractive. The company 
adjusts its earnings for about 15% more expenses than its 
Finnish peers, which means that the stock is still at least 
attractively priced. The corresponding reported multiples 
are 11-14x but include PPA depreciation of just over 10% of 
EBIT, which we adjust for peers as it does not affect cash 
flow and reflect operational performance. Additionally, the 
dividend yield (9%) provides a good basis for the expected 
return.  

In our view, the unwinding of the long-standing 
undervaluation can be triggered by: 1) the planned business 
separations that would clarify the structure and bring better 
growth and profitability conditions for the new business 
entities (details on Tech Service in March) or 2) an 

acceleration in organic growth closer to 2022-23 levels (6-
9%). 

The company has been communicating for some time that it 
is active on the M&A front, which may involve acquisitions 
(like MentorMate) and smaller divestments in addition to the 
current spin-offs (such as BuyPass AS in Q3). This could 
further strengthen (acquisitions) or clarify the structure 
(divestments) and reduce the undervaluation. We believe 
that the drivers for unwinding the undervaluation have 
weakened, at least in the short term, as only Tech Services 
is being spun off. 

Components of the expected return for the share

We examine the expected return for Tietoevry’s share 
based on earnings growth, dividend yield and the accepted 
valuation level. We estimate that the company has the 
potential for ~5% annual earnings growth in 2026-2027 
(compared to 2025 level), driven by growth and profitability. 
Our growing dividend projections take the payout ratio 
already above 100%, but cash flow should be sufficient to 
support a growing dividend, implying a dividend yield of 
~9%. Cash flow continuously strengthens the balance sheet 
and provides a good basis for profit distribution and/or 
inorganic growth. In addition, the Tech Service divestment 
allows for an additional dividend, which depends on the 
sales price and gearing at the time.

In our view, there is also some upside in the valuation 
multiples of the stock at the moment. Thus, the expected 
return on the share, consisting solely of dividend yield and 
earnings growth, is 15% and considering the upside in 
multiples ~20%. This is a particularly attractive level, 
especially given the relatively quite low risk profile of the 
company's business, even though it has produced a 
number of disappointments over the past year or so. 
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Sum of the parts
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Sum of the parts

With Tietoevry's strategy and especially the business 
separations, it’s very natural to look at the valuation of the 
share also from the perspective of the sum of the parts. 
Tietoevry has announced that the Tech Services business 
will be spun off separately and the Banking business will 
continue to be a part of Tietoevry. The sale of Tech 
Services is in the final stages and the company expects to 
complete its strategic review during March. The sales 
process with a non-industrial player is therefore at an 
advanced stage.  

In our view, the EV/EBITA multiples we use reflect growth 
and profitability profiles, peers and business continuity. We 
have used our 2025 projections for the businesses. 

However, the valuation at the time of separation depends 
to a large extent on the current development of the 
business (growth and profitability), the market situation, the 

potential, the share of software and the share of recurring 
revenue. 

With the multiples we apply, Tietoevry's unleveraged value 
is 3.6 BNEUR, which corresponds to a per share value of 
EUR 22.7 with the estimated net debt at the end of 2025 
(was EUR 24). Thus, there is a clear upside in the share 
through the sum of the parts.

Details of Tech Services sale process in March

The declining phase of the Tech Services business has 
depressed Tietoevry's development. Tech Services has 
developed weakly in terms of revenue and profitability is 
under constant pressure from fierce price competition. 
However, in Q4 Tech Service's revenue decreased 
significantly and Tietoevry recorded a write-down of 
200 MEUR related to the business. For the above reasons, 
we believe it is likely that the company will not receive the 
price we previously expected for the business (was 

576 MEUR and now 507 MEUR). Based on the weak 
revenue trend and the substantial write-down, we have 
lowered our approved EV/EBITA ratio for Tech Service 
from 6.5x to 6.0x. However, we also note that there are still 
uncertainties about the price, as well as the closing of the 
overall transaction. Keeping Tech Service as part of 
Tietoevry would initially be negative news, but if the 
purchase price falls very low, keeping the business as part 
of Tietoevry starts to make sense for cash flow reasons.



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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27%

20%

53%

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.
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