


Guidance (No guidance)

Hexagon reported a solid Q4, although organic growth 
remained low as expected. Recurring revenue continued to 
grow well, driven by SaaS, and profitability slightly exceeded 
market expectations. The company's guidance and general 
macroeconomic indicators suggest that cyclical demand will 
remain soft in early 2025, which slightly increases the 
uncertainty around the timing of the expected recovery in 
organic growth, which we expect to occur gradually towards 
the end of the year. Increased valuation multiples don't leave 
room for upside, which is why we reiterate our Reduce 
recommendation with an increased price target of SEK 125 (was 
120).

Profitability slightly above expectations in Q4 report

Growth remained subdued in Q4 due to weak hardware sales 
and, to some extent, low demand in key industries such as 
construction and automotive in EMEA and North America. 
Organic growth of 1% year-on-year was in line with our estimate, 
although revenue beat consensus by almost 3%. Recurring 
revenue such as software grew well at 7% year-on-year, 
continuing a similar positive trend seen in previous quarters. 
Profitability and cash flow were bright spots in the report, with 
Q4 adj. EBIT beating our estimate by 3% and the consensus by 
5%. The year-end net debt of 3.2 BNEUR was 170 MEUR lower 
than our estimate due to the strong cash conversion in Q4. The 
company's dividend proposal of EUR 0.14 based on 2024 
earnings was in line with our estimate and slightly above 
consensus (EUR 0.13), which could either reflect management's 
confidence in future earnings growth or the lack of attractive 
acquisition opportunities ahead.

Growth assumed to recover gradually in 2025

Hexagon stated that it expects market conditions to remain 
unchanged in Q1, which we believe means low organic growth 

will continue in the short term. We expect growth to gradually 
pick up and estimate organic growth of 5-6% for 2025-26. 
However, our 2025 organic growth estimates are significantly 
skewed towards H2 and our Q1 organic growth estimate is only 
3%. However, total 2025e revenue growth (9%) is boosted by 
3.4pp from the FX changes (mainly stronger USD) and 1.5pp 
from recent acquisitions. We also expect profitability to continue 
to improve, supported by a higher proportion of high-margin 
products such as software. We have raised our 2025-26 
adjusted EBIT estimates by 3% due to slightly better-than-
expected profitability in the Q4 report and the recently volatile 
FX-rates.

Risk/reward not attractive anymore

Hexagon currently trades at an adjusted EV/EBIT multiple of 18x 
for 2025e and 16.5x for 2026e. We believe that 18x is a fair 
valuation multiple for this diversified, value-creating, high-quality 
technology company. Current valuation levels no longer offer 
attractive return expectations, we argue, as our current 
estimates and fair valuation assumptions would imply a return of 
only 6% p.a. over the next two years. We also see a risk that the 
challenges in key industries such as construction and 
automotive will last longer than expected, which would likely 
lead to a delayed recovery in organic growth. The likely spin-off 
of Asset Lifetime Intelligence and related businesses could be a 
valuation driver in 2025. However, we don't see any obvious 
valuation upside in the spin-off scenario unless the company 
can demonstrate that the move will actually help it grow faster 
over the long term.



o Strong market position in core technologies

o Need to utilize data more efficiently in various 
industries adds demand for Hexagon’s solutions 
over medium-term

o Focus on margin-additive growth and increasing 
the share of recurring revenue

o Solid track-record of creating value through 
acquisitions

o Cyclical demand in hardware sales and certain 
software products

o M&A strategy partially dependent on strong 
valuation multiples of Hexagon’s share

o Execution risk in M&A

o Gradually saturating end-markets in certain 
segments
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Revenue slightly above consensus, organic growth in line 
with our estimates

Hexagon's Q4 revenue landed 1% above our estimates and 
almost 3% above consensus. Organic growth was 1%, in 
line with our estimate. Recurring revenue continued to 
grow at a good pace of 7% year-on-year, driven by 
Software, which was in line with the previous quarter (Q3). 
As expected, organic growth was negative in 
Manufacturing Intelligence and Geosystems, which are 
partially dependent on industrial investment and 
construction activity, respectively. Asset Lifetime 
Intelligence grew strongly (10%), with SaaS revenue up as 
much as 30%. Autonomous Solutions growth (-2%) was well 
below our expectations due to strong comparatives related 
to a large single project in Q4’23 and the product upgrade 
cycle postponing customer orders. Safety, Infrastructure 
and Geospatial grew 11%, well above our estimate of 4%, 
driven by strong growth in the public safety segment.

Profitability and cash flow were slightly better than 
expected

Q4 adjusted EBIT came in at 450 MEUR, some 3% above 
our estimate and 5% above consensus. Hexagon improved 
its adjusted EBIT margin to a record high of 31.1% (up 0.6pp 
year-on-year). The gross margin was 66.7%, up 0.2pp year-
on-year. Adjusted EBIT was supported by favorable FX 
movements, which we calculate had a 0.7pp impact on the 
adjusted EBIT margin (we expected FX impact to be close 
to zero). Gross margin was supported by the divestment of 
the non-core hardware business in early 2024 and 
continued software revenue growth. Q4 cash conversion 
was high at 116% (Q4'23: 103%). Net debt at the end of 
2024 was 3,231 MEUR compared to our estimate of 3,401 
MEUR.



Estimates revised slightly up owing to favourable Q4 profitability

o Hexagon does not provide numerical guidance. However, it stated in the Q4 
report that it expects the market environment to remain unchanged in Q1 
2025, which we believe could imply continued low organic growth levels. Our 
forecast for Q1 organic growth is 3%, implying a small uptick from Q4 (1%) 
driven by lower comparison figures.

o We slightly increased our earnings estimates for 2025 driven by Q4 
performance and recent FX-changes. Adjusted EBIT 2025-26e increased by 
3%.

o Of the high 9.4% revenue growth forecast to 2025, some 4.5% is organic, 3.4% 
currency impact and 1.5% owing to acquisitions.

o Our 2025 organic growth assumptions are tilted towards H2 and are thus 
subject to some uncertainty related to recovery in key industries such as 
construction and automotive.

o The company said that the investigation into the proposed separation of ALI 
and related businesses is ongoing, and the board intends to provide an 
update on this during Q1.

Software grows well, hardware sales pick-up is not yet in sight

o We assume Hexagon to grow by 5% p.a. organically in the medium term. The demand is currently 
below the over-the-cycle average even if recurring revenue like software continues to grow well.

o Manufacturing Intelligence order intake was weak in Q4'24, in line with negative revenue 
growth. The weakness is driven by demand for hardware products such as sensors and robotics. 
The source of the weakness is, e.g., the automotive industry in EMEA and to some extent also in 
North America. We expect the hardware market to recover in the medium term, although the 
timing is still somewhat uncertain.

o Asset Lifetime Intelligence continues to grow strongly driven by demand for various efficiency-
improving solutions such as design and engineering software and enterprise asset management. 

o Geosystems is suffering from weakness in the construction markets in EMEA and North America, 
although China stabilized in Q4. Software sales are developing favorably, and we expect 
hardware demand to pick up in the medium term.

o Autonomous Solutions should continue to grow at a good pace despite a weak Q4. Good 
demand from marine, aerospace and defense should continue. Mining demand suffered 
temporarily in Q4 due to a product upgrade cycle but is expected to pick up soon.

o Safety, Infrastructure and Geospatial has a very strong pipeline of new potential projects, 
according to Hexagon.



Investment profile: Diversified value creator

Hexagon is a highly profitable technology company with 
solid medium-term organic growth prospects. The company 
continues to invest in growth, particularly in high gross 
margin areas. The company’s addressable markets also 
have significant barriers to entry, which helps maintain 
profitability. Hexagon operates in several market segments 
that, on average, have solid growth prospects supported by 
megatrends, but certain segments may already show signs 
of maturity and slowing growth. Hexagon’s business is 
cyclical due to its exposure to the construction, automotive 
and other manufacturing industries, but the increasing 
share of recurring revenues (>40%) partially mitigates the 
cyclicality. The company's ROI is relatively low due to the 
high amount of goodwill on the balance sheet, which would 
almost certainly improve if the company focused on purely 
organic investments. The company's M&A strategy has 
created value in the past, and acquisitions should continue 
to support growth in the future, although we don't include 
any future deals in our estimates. Overall, we find Hexagon 
to be a clear value creator and well positioned for global 
megatrends.

Bottom of the cycle likely to be reached but the pace of 
recovery is uncertain

Hexagon’s sales growth was low in 2024 due to cyclical 
headwinds. We expect the growth recover in 2025 owing 
to easier comparison figures, lower interest rates boosting 
key industries and FX technically boosting sales. Based on 
our estimates, the adjusted EV/EBIT is 18x for 2025 and 
16.5x for 2026 (reported EV/EBIT 20x and 18x), which we 
consider high in a general context, but rather fair for a 

diversified and growing high-tech company like Hexagon. 
However, we do not see significant upside to the valuation. 
The growth recovery in our estimates is already skewed 
towards H2'25, adding uncertainty to the estimated 
earnings improvement. We see a risk that challenges in key 
industries such as construction and automotive will persist, 
which would likely lead to a delayed recovery in organic 
growth. Any upside to the valuation would likely require 
positive surprises to estimated organic growth.

The likely spin-off of Asset Lifetime Intelligence and related 
businesses could be a valuation driver in 2025. However, 
we don't see any obvious valuation upside in the spin-off 
scenario unless the company can prove that the move will 
actually help it grow faster in the long run. We have 
assessed the potential valuations of Hexagon and ALI 
separately in our research report published on October 28, 
2024.

Expected return not sufficient

With a fair value adjusted EV/EBIT multiple of 18x, we 
calculate that the share value could grow to EUR 12.7
(including cumulative dividends), assuming an average adj. 
EBIT growth of 10% p.a. in 2025-26. This would yield an 
annual return of ~6% per share that is slightly below the 
required rate of return. Our base case assumes an adjusted 
EBIT margin of 30.8% by 2026, which is more conservative 
than Hexagon's financial targets, targeting an adjusted EBIT 
margin including PPA of 30% (equivalent to an adjusted 
EBIT margin of 31.3% in our calculations).



Group, MEUR 2018 2019 2020 2021 2022 2023 2024 2025e 2026e

Net operating sales 3761 3908 3771 4347 5176 5440 5401 5913 6275

-Growth y/y 8 % 4 % -4 % 15 % 19 % 5 % -1 % 9 % 6 %

-of which organic 8 % -1 % -4 % 12 % 8 % 7 % 0 % 5 % 6 %

-of which FX -3 % 2 % -2 % -1 % 6 % -4 % -1 % 3 % 0 %

-of which structural 4 % 3 % 3 % 5 % 5 % 2 % 0 % 2 % 0 %

Gross margin (%) 62.1 % 62.8 % 63.6 % 64.6 % 65.4 % 66.1 % 66.9 % 67.0 % 67.2 %

Fixed costs (excluding adjustments) -1357 -1430 -1385 -1535 -1857 -1996 -2010 -2157 -2285

-Growth y/y 10 % 5 % -3 % 11 % 21 % 7 % 1 % 7 % 6 %

Adjusted EBIT 978 1024 1010 1270 1518 1597 1603 1805 1931

-of net operating sales 26.0 % 26.2 % 26.8 % 29.2 % 29.3 % 29.4 % 29.7 % 30.5 % 30.8 %

FX-impact on adj. EBIT 98 -81 -19 74 0

EBIT-% change y/y if adjusting for FX-impact 0.6 pp 0.7 pp 0.6 pp 0.5 pp 0.6 pp

Divisions 2018 2019 2020 2021 2022 2023 2024 2025e 2026e

Manufacturing Intelligence

Sales 1902 2013 1956 2119 2246

Organic growth 9 % -5 % -9 % 15 % 10 % 9 % 0 % 4 % 6 %

Adj. EBIT-% 25.9 % 26.4 % 27.2 % 28.0 % 28.2 %

Asset Lifecycle Intelligence

Sales 728 782 832 914 978

Organic growth 7 % 8 % -3 % 1 % 7 % 11 % 7 % 7 % 7 %

Adj. EBIT-% 35.8 % 36.2 % 35.7 % 36.4 % 36.6 %

Geosystems

Sales 1585 1603 1555 1659 1750

Organic growth 11 % 2 % -4 % 19 % 7 % 4 % -3 % 3 % 6 %

Adj. EBIT-% 32.8 % 31.8 % 31.8 % 32.5 % 32.8 %

Autonomous Solutions

Sales 476 571 558 672 725

Organic growth 18 % 2 % 2 % 8 % 13 % 22 % -3 % 8 % 8 %

Adj. EBIT-% 33.1 % 33.9 % 34.4 % 35.3 % 35.5 %

Safety, Infrastructure & Geospational

Sales 476 464 497 544 571

Organic growth -6 % -3 % 13 % -3 % 3 % -7 % 6 % 6 % 5 %

Adj. EBIT-% 22.8 % 22.4 % 23.1 % 23.8 % 24.0 %

Source: Inderes
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Lähde: Inderes. Huomaa, että terminaaliarvon paino (%) on esitetty käänteisellä asteikolla selkeyden vuoksi.
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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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