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Consistent performance
(was Reduce)

Reduce

EUR 54.68

(was EUR 55.00)

EUR 55.00

Recommendation

Share price:

Guidance (Adjusted)

KONE estimates that in 2025, its revenue growth will be in the range of 
2 to 5% at comparable exchange rates. The adjusted EBIT margin is 
estimated to be 11.8-12.4%. Assuming that exchange rates remain at the 
July 2025 level, their negative impact on adjusted EBIT is approximately 
50 MEUR.

KONE's Q2 result was quite in line with our forecasts and 
the consensus, though orders received were slightly below 
expectations. As expected, exchange rate developments 
negatively affected the quarterly figures reported. The 
company only made a minor clarification to its guidance, 
resulting in minimal forecast changes except for slight 
adjustments due to currency effects. Based on this overall 
picture, we believe the stock is still largely correctly priced, 
and we reiterate our target price of EUR 55 and our 
Reduce recommendation. 

Q2 result in line with expectations, orders slightly below 
estimates

In Q2, KONE’s revenue grew by just under 2%, which was in 
line with our estimate and slightly above the consensus. 
KONE's adjusted EBIT for Q2 was 347 MEUR, which was 
fully in line with the consensus and just below our forecast. 
This corresponded to an adjusted EBIT margin of 12.2%, in 
line with market expectations. However, the reported order 
intake for Q2 (2,316 MEUR, -0.5% y/y) was slightly below 
both our expectation (2,374 MEUR) and the consensus 
expectation (2,352 MEUR). Order growth in comparable 
currencies was in the high single digits outside of China 
(around -10% y/y in China). Meanwhile, the margin on orders 
received was stable relative to the comparison period.  

Only a small clarification to the guidance

In connection with the report, the company specified its 
guidance for 2025 and now estimates revenue growth to 
be 2–5% in comparable currencies (previously, 1–6 % 
growth). Conversely, it expects the adjusted EBIT margin to 
remain within the range of 11.8% to 12.4%. According to the 
company, if exchange rates remain at July's levels, the 
negative impact on adjusted EBIT would be around 
50 MEUR. As expected, the overall guidance remained 
unchanged, except for the slight clarification. Similarly, the 

market outlook was updated only for New Building 
Solutions in North America, and the market is now 
expected to remain stable (previously slightly declining). 
Otherwise, the outlook was unchanged and especially the 
modernization market is expected to grow rapidly in all 
geographical areas. In China, the company expects New 
Building Solutions to continue declining at a double-digit 
rate this year. Based on our interpretation, the company 
was also slightly more cautious about the timing of the 
stabilization of market activity in China. 

Against this backdrop, the forecast changes also remained 
minimal, in addition to the slightly lower estimates due to 
currency effects (2025e-2026e adj. EBIT ~-2%). We now 
forecast the company's reported revenue to grow by just 
under 2% this year (was +~ 4%), and its adjusted EBIT 
margin to settle at 12.1% (was 12.2%). Our longer-term 
projections also remain on track, and we expect KONE to 
achieve its targeted margin improvement (2027 adj. EBIT-%: 
13-14%) within the target schedule through efficiency 
measures and an improved sales structure.

We believe the share is tightly valued

With our updated forecasts, the EV/EBIT ratios considering 
KONE’s strong balance sheet in 2025 and 2026 are 
approximately 20x and 18x. The corresponding P/E ratios 
are around 26x and 24x. Overall, we think the multiples are 
at a justified level for a defensive quality company like 
KONE, but see no upside in them, also considering the still 
elevated uncertainties related to the global economy. 
Therefore, we estimate that the expected return on the 
stock is based on a dividend yield of just under 4% over the 
next 12 months. Our view of the stock being fully priced is 
also supported by our DCF model, which emphasizes long-
term potential and is roughly in line with the share price. 
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Target price:

Business risk

Valuation risk



o Global growth in Modernization

o Demand recovery in the new equipment market

o The renewed operating model supports margins

o Rise of new digital services

o Delay in the recovery of the Chinese 
construction market and continued tight price 
competition

o The Western market remains sluggish

o Differentiation with digital services proves 
difficult
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Result in line with expectations, orders slightly below estimates
Revenue growth in line with our expectations, but sales 
structure was more aftermarket-heavy

In Q2, KONE’s revenue grew by just under 2%, which was 
largely in line with our estimates, as well as with those of 
the consensus. As expected, currencies posed a 
headwind, and at comparable exchange rates, the 
company's revenue increased by 4.9%. Of the business 
areas, the reported revenue for New Building Solutions 
decreased as expected (-9% y/y), but the rate of decline 
was slightly sharper than we anticipated (Inderes' estimate 
-6% y/y). In turn, the reported growth of Modernization was 
even faster than we expected (+17% y/y vs. estimate +13% 
y/y). Similarly, the 6% growth in Service was slightly ahead 
of our forecasts. 

By region, the reported revenue in China continued to 
decline sharply (-12.5% y/y), while in other regions, the 
growth trend remained at a good level (+4-9% y/y). China’s 
share of revenue decreased to 21% in Q2 (Q2’24: 25%).

Result in line with market expectations

KONE's adjusted EBIT for Q2 was 347 MEUR, which was 
fully in line with the consensus and just below our forecast. 
This corresponded to an adjusted EBIT margin of 12.2%, 
which was in line with market expectations as well. 
According to the company, the improvement in profitability 
was due to an increase in the relative share of 
Maintenance and Modernization. Instead, headwinds 
continued to come from China. The company recorded a 
one-time expense of just over 9 MEUR for the quarter 
related to the separation of its Door Business into its own 
legal and operative structure. Similarly, the cost burden on 
the lower lines was slightly more moderate than we 
expected in net terms. This was reflected in the reported 
EPS, which rose by a cent above our expectations.

Orders fell slightly short of forecasts

KONE’s reported order intake for Q2 (2,316 MEUR, -0.5% 
y/y) was slightly below both our expectation (2,374 MEUR) 

and the consensus expectation (2,352 MEUR). However, at 
comparable exchange rates, orders increased by 3.0%. 
The company reported significant order increases year-on-
year at comparable exchange rates in the Americas and 
APMEA. In Europe, on the other hand, orders fell slightly. 
China continued to be a drag, with orders falling sharply 
but at a slightly more moderate pace than before (i.e., no 
longer significantly). By contrast, the margin on orders 
received remained stable relative to the comparison 
period. 

Financial position at strong level as usual

In H1, KONE's cash flow from operating activities (incl. 
payments of lease liabilities) was 536 MEUR (H1'24: 
465 MEUR) and 442 MEUR of free cash flow was created 
(H1'24: 341 MEUR). At the end of the quarter, the company 
had clearly positive net assets (300 MEUR) and the balance 
sheet figures were at a strong level (equity ratio 34%, net 
debt ratio -13%). 
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Forecasts slightly down, especially due to currencies
This year's guidance was slightly refined

In connection with the report, KONE specified its guidance 
for this year and now estimates revenue growth to be 2–
5% in comparable currencies (previously, 1–6 % growth at 
comparable exchange rates). Conversely, it expects the 
adjusted EBIT margin to be within the range of 11.8% to 
12.2% (unchanged). According to the company, if exchange 
rates remain at July's levels, the negative impact on 
adjusted EBIT would be around 50 MEUR. As expected, 
the overall guidance for this year remained unchanged, 
except for the slight clarification. In our estimation, this was 
also fairly in line with the consensus expectation before the 
report (reported revenue growth +1.8% y/y, adj. EBIT-%: 
12.2%), taking into account the currency headwinds likely to 
emerge in the remainder of the year as well. 

According to the company, the key revenue drivers are the 
positive outlook in the Maintenance and Modernization 
businesses and the strong order backlog. Revenue growth, 

an improved sales structure and efficiency programs 
support margin development. However, pressure continues 
to come from New Building Solutions in China, and the 
slight decrease in order intake margins in 2024, as well as 
the limited impact of tariffs. Based on the company's 
comments, the tariffs have also not yet had a significant 
financial impact, and the company will continue to take 
active measures (e.g., leveraging global production and 
pricing) to mitigate the impact.

Market outlook almost unchanged

The company updated its market outlook only for New 
Building Solutions in North America and now expects the 
market to remain stable (previously slightly declining). 
Otherwise, the outlook was unchanged and especially the 
modernization market is expected to grow rapidly in all 
geographical areas. In China, the company expects New 
Building Solutions to continue to decline at a double-digit 
rate this year. Based on our interpretation, the company 

was also slightly more cautious about the timing of the 
stabilization of market activity in China than in Q1. 

Small negative revisions to estimates due to currencies

In line with the overall picture, we only made minor 
estimate revisions, mainly regarding the revenue structure. 
We expect the revenue structure to be slightly more 
aftermarket-oriented than in the past. We also considered 
recent currency developments (the strengthening of the 
euro, especially against the US dollar and the Chinese 
yuan), which created headwinds for our absolute revenue 
and earnings estimates. At the marginal level, however, the 
overall impact was limited. We now expect KONE’s 
revenue to grow by just under 2% this year and the 
adjusted EBIT margin to reach 12.1%. We also still forecast 
that the company will continue to achieve the targeted 
margin improvement (2027 adj. EBIT-%: 13-14%) as 
scheduled in 2027. 
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Share is tightly valued overall
Valuation multiples are pretty neutral

With our updated forecasts, the EV/EBIT ratios considering 
KONE’s strong balance sheet in 2025 and 2026 are 
approximately 20x and 18x. The corresponding net profit-
based P/E ratios are approximately 26x and 24x. 

Relative to KONE's 12-month forward-looking median 
coefficients of the last five years (EV/EBIT ~19x, P/E ~25x, 
source: Bloomberg) the multiples for this year are slightly 
elevated. Similarly, we feel 2026 multiples offer a slight 
upside. Overall, we believe the multiples are at a justified 
level for a defensive quality company like KONE, also 
considering the low risk level of the business. The earnings 
growth not materializing for a decade is negative in terms 
of the upside potential for multiples. On the other hand, the 
conditions for achieving earnings growth have now 
strengthened, thanks to the growth in the share of 
aftermarkets in earnings, favorable long-term growth 
prospects for Modernization and the reduced dependence 
on China. In the current situation, we believe that the 
multiple-based valuation is at a neutral level, but we do not 
see any significant upside in it. 

Relative valuation 

KONE's valuation is currently largely in line with the closest 
peers, Otis and Schindler. Among the main competitors, we 
believe that Otis' valuation is at somewhat neutral levels, 
while Schindler's is slightly elevated (last 5 years median 
12-month forward EV/EBIT ratios 17x-18x, 12-month fwd. P/E 
ratios 24x-26x). On the other hand, KONE’s still somewhat 
higher (although declining) dependence on China than its 
competitors and lower profitability, in particular compared
to Otis, would justify a certain discount relative to peers. 

KONE's stock is currently priced at a slight premium as a 
whole compared to the broader peer group. Thus, we find 
it difficult to see an upside in the stock through relative 
valuation. 

Overall expected return for the next few years is 
moderate

Assuming KONE's earnings development progresses in line 
with our expectations, we believe the company and the 
stock could justifiably be priced at a 17x-21x EV/EBIT ratio 
and a 24x-27x P/E ratio with the realized earnings at the 
end of 2027 if no significant changes occur in market 
pricing or interest rates. This would be equivalent to a value 
of EUR 59-69 per share. Converted to annual return, this 
would correspond to an average of around 7%, in addition 
to which we estimate the share offers an annual dividend 
yield of some 3-4%. From this perspective, the medium-
term total expected return is above the required return on 
equity of good 7% we apply. However, we point out that the 
expected return is back-loaded.

DCF value at around share price level

Our view of the share's correct pricing is also supported by 
the DCF model, which emphasizes the longer-term 
potential and indicates a value that is roughly in line with 
the share price (EUR ~55). At the same time, it is worth 
noting that in our forecasts, we expect the company to 
sustainably raise its margin level from recent years and 
achieve a sustainable leap in earnings. As stated above, we 
believe, however, there is currently a clear and achievable 
path to this. 

Considering the overall picture, though, we see the share 
as fully priced for the next 12 months, also given the 
elevated uncertainties in the global economy.
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The market cap and enterprise value in the table consider the expected change in the number of shares and net debt for the forecast years.

Valuation table
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Peer group valuation
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Full-year earnings per share are calculated using the number of shares at year-end.

Income statement
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Balance sheet
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DCF-calculation
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19%

16%

66%

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.

DCF sensitivity calculations and key assumptions in graphs
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The market cap and enterprise value in the table consider the expected change in the number of shares and net debt for the forecast years. Per-share figures are calculated using the number of shares at year-end.

Summary
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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 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.

Analyst changed
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