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Better than feared
(was Accumulate)

Accumulate

5.24

(was 6.00 EUR)

6.00 EUR

Recommendation

Share price:

Guidance (Unchanged)

Orthex does not publish a short-term outlook. In the long term, the 
company targets average organic growth of over 5% and an adjusted 
EBITA margin of over 18%.

Orthex's Q4 report was stronger than expected, helped by 
Nordic sales. However, longer-term value creation is 
heavily dependent on export market growth, which has 
recently stalled due to challenges with distribution 
partners. In our view, the stock's valuation picture appears 
moderate, but an attractive earnings outlook requires a 
sustainable turnaround in earnings growth. We reiterate 
our Accumulate recommendation and our EUR 6.0 target 
price. 

Nordics strong, export markets soft

Orthex’s Q4 revenue grew by 2% to 23.8 MEUR, which 
exceeded our 22.8 MEUR estimate. Sales in the Nordic 
countries remained at the strong level of the comparison 
period, while export markets grew by 6%. Growth in the 
export market suffered from increased credit risks for 
some distributors, which forced the company to restrict its 
shipments to them. We understand the external drag on 
growth, but with the longer-term growth story heavily 
dependent on export markets, accelerating growth in 
these markets is key. The comparable operating result 
settled at 2.7 MEUR, which is well above our estimate of 
2.2 MEUR. The estimate beat was driven by stronger-than-
expected revenue and lower marketing costs. The board's 
dividend proposal of EUR 0.22 was one cent below our 
expectations. With its strong balance sheet, Orthex could 
well afford to pay a more generous dividend, but given the 
company's growth potential in Europe and the required 
future investments in production capacity, we believe that 
strengthening the balance sheet is a justified solution. 

Forecast changes remained small, success in European 
growth markets determines the long game

Our forecasts are largely unchanged since the Q4 report. 
For Orthex's longer-term sustainable growth and target of 

over 5% annual growth, a renewed focus on sales in the 
European growth markets is essential. 

In Q4, revenue growth in export markets was constrained 
by a reduction in shipments to some customers with 
increased credit risk at the end of Q4, so the full impact of 
the reduction in shipments will not be felt until 2025. We 
expect this to limit growth in the current year, despite the 
company's own growth efforts.  In the Nordic region, 
Orthex continues to show a surprising ability to grow 
despite challenging market conditions, but the conditions 
for growth from a strong local market position are 
increasingly skewed outside the Nordic region. As the 
demand environment recovers, we believe Orthex is well 
positioned to achieve its revenue growth target of over 
5%, but the EBITA margin target of over 18% seems to us 
to be a long way off with the current growth efforts. Thus, 
the normalized EBIT margin for Orthex in our forecasts is 
around 12-13%. Therefore, we believe it is possible that 
Orthex could update its financial targets to be more 
growth-driven. However, the natural time to update targets 
may only be after an M&A transaction or a factory 
investment that allows for new production capacity. 

Valuation level is moderate

Orthex's earnings-based valuation (2025e: EV/EBIT 11x, 
P/E: 14x) is neutral and turns to attractive with our forecasts 
for next year. Driven by earnings growth, we see potential 
for the share to generate an annual return of around 15% 
with a dividend yield of 4-5% in the coming years. Our 
2025-2026 EBIT forecasts put Orthex at a 15-18% discount 
to peers, which we believe provides a margin of safety 
against the near-term forecast risk from challenges with 
partners. Our DCF model suggests a value of EUR 6.8 per 
share, which also indicates an attractive expected return.
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Target price:

Business risk

Valuation risk



o Large and defensive target market

o Favorable megatrends drive product demand growth

o Leading position in the Nordic countries and the 
possibility of expanding to Europe through key 
customers

o Fragmented industry offers opportunities for 
acquisitions

o Known consumer brands

o Strong relations with retail chains

o Efficient and automated production with short delivery 
times

o Fluctuations in raw material prices and 
disruptions in availability

o Dependence on the operation of own 
production facilities

o Production capacity limits growth

o Success on export markets

o Risks involved in achieving financial targets

o M&A risks

o Plastics have a bad reputation as a raw material

3



Nordic sales were a bright spot in the report
Nordic countries delivered higher revenue than we 
expected

Orthex’s Q4 revenue grew by 2% to 23.8 MEUR, which 
exceeded our 22.8 MEUR estimate. Invoiced sales in the 
Nordics, which were subject to a weak demand 
environment, were at the level of the particularly strong 
comparison period, which we see as a bright spot in the 
report given the weak revenue figures in the household 
products business. In the export market, invoiced sales 
grew by 6%, below the company's target of more than 10%. 
In the export market, Orthex suffered from increased credit 
risks from some distributors due to their weak financial 
situation, which forced the company to restrict its 
shipments to them. In our earnings preview, we highlighted 
the weak financial position of the export-market distributors 
that were making headlines, and the development of the 
export market was roughly in line with our expectations. 
According to management, Orthex's relative position 

among discount retailing chains in the Nordic countries is 
stronger than in the rest of Europe, which is depressing 
sales in the rest of Europe at a time when consumer 
purchasing power is under pressure. As Orthex's 
investment story relies on European growth markets over 
the longer term, a pick-up in export market growth is 
essential. 

Higher-than-expected revenue and lower marketing 
expenses led to earnings beat 

Orthex's comparable operating result settled at 2.7 MEUR, 
which is well above our estimate of 2.2 MEUR. The 
estimate beat was driven by stronger-than-expected 
revenue but also by lower marketing costs than 
anticipated. According to Orthex, the company recorded 
around 0.3 MEUR more provisions for uncertain 
receivables in 2024 than in the comparison period, against 
which the profitability recorded in Q4 was at a rather good 
level. 

Balance sheet will strengthen further

Orthex's board proposed a dividend of EUR 0.22 per 
share, higher than last year's EUR 0.21, but below our 
estimate of EUR 0.23. Orthex's balance sheet position is 
strong and the company's net debt to adjusted EBITDA 
ratio was only 1.4x at the end of 2024, compared to a 
target of less than 2.5x, which would have also allowed for 
a higher dividend payout. Given Orthex's goal of bringing 
production closer to its key customers and the high return 
on invested capital of the business, we believe that 
strengthening the balance sheet and increasing financial 
flexibility is justified. A strong balance sheet creates 
prerequisites for a moderate-sized M&A transaction or a 
larger organic growth investment to bring production 
capacity closer to strategically important growth markets. 
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Estimate changes were minor
Sticky start to the year likely

True to form, Orthex did not provide guidance for the 
current year. Despite the outperformance in Q4, we have 
mainly made minor revisions to our estimates in the context 
of the report. Based on Orthex's comments, shipments to 
financially troubled partners were only restricted at the end 
of Q4, so the full impact of the sales restriction will not be 
fully reflected in Orthex's numbers until 2025. As a result, 
we expect the beginning of 2025 to be sticky for Orthex, 
especially in its export markets. However, we expect 
declining interest rates and strengthening consumer 
purchasing power to support Orthex's sales, especially in 
the rate-sensitive Nordic countries. Despite the sluggish 
sales trend in recent years, we generally view the 
company's ability to outperform its strong 2021 revenue 
levels in last year's much weaker demand environment as 
a compelling achievement. 

European growth drives the broader story

For Orthex's growth story, the difficulties faced by retailers 
in export markets are a clear setback, as export markets 
are the company's main long-term growth driver. Looking 
further ahead, investments to increase production capacity 
in growth markets will also add a new nuance to the 
investment story. However, we feel that these investments 
will make it even more difficult to achieve the EBITA target 
of more than 18%, as the new production facility would 
most likely initially operate at a lower utilization rate than 
Orthex's existing facilities. Orthex has clearly signaled that 
it is targeting operators of higher quality for acquisitions, so 
the transaction is unlikely to have a significant negative 
impact on the group's relative profitability. In fact, in the 
case of a major investment to increase capacity, we would 
see justification to even raise the growth target from the 
current level of over 5% annually, while at the same time 
revising the relative profitability target downwards. In our 

view, Orthex's growth is obviously value-creating given the 
company's high return on capital, which we believe would 
justify an increase in growth incentives once the bottleneck 
in production capacity is removed. 
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Orthex, Webcast, Q4'24

https://www.inderes.se/videos/orthex-webcast-q424
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Quality at a good price
Earnings growth melts valuation multiples

Based on our updated estimates, adjusted P/E ratios for 
2025 and 2026 are 14x and 11x, while the corresponding 
EV/EBIT ratios are 11x and 9x. We find the valuation of the 
stock neutral with the profit level this year and turns clearly 
attractive with next year's forecasts. We have assumed that 
the company's gross margin will normalize roughly around 
the historical average of 29% in the coming years. Orthex’s 
relative profitability can stretch further if raw material prices 
continue to decline in the next few years. We do not expect 
this to be fully reflected in Orthex’s profitability, as we 
believe that competition would cause pressure in the future 
to either lower prices or rely more on campaign sales to 
protect the market position (however, storage solutions are 
not Giffen goods).

We have reservations about the company’s ability to 
maintain price increases in the face of a significant decline 
in raw material prices, but so far, the track record speaks 
for pricing power. In our forecasts, Orthex's normalized 
EBIT margin over the cycle is approximately 12-13%, which 
is still clearly below the company’s own target level. In our 
view, relying on Orthex’s targeted 18% EBITA margin is still 
unwarranted at this stage of the investment story and with 
the current track record. 

DCF model argues for upside

Our DCF model indicates a value of EUR 6.8 per share for 
Orthex. Our DCF model assumes an EBIT margin of around 
11-13% and revenue growth of approximately 2-6 %. We 
believe that these assumptions are realistic, but because of 
the company’s short stock market history, its track record of 
maintaining these levels is still limited. We suspect that 

bulking of the storage solution product group is a key risk 
for maintaining the company's longer-term profitability. 
However, in our view, the desire (and pressure) of retailers 
to move their supply chains closer to their customers is one 
factor limiting the intensification of competition.

The consolidator is also a potential takeover target

In connection with the IPO, Orthex stated that the plastic 
industry is suitable for consolidation and it intends to 
actively monitor the acquisition targets. The growing 
balance sheet provides more leeway in M&A transactions, 
and we estimate that with debt financing alone, the 
company has firepower worth 20 MEUR, which would mean 
a revenue potential of over 20 MEUR to be purchased with 
a 1x revenue multiple. However, at current valuation levels, 
Orthex itself could be an attractive target for an industrial 
buyer. Newell Brands acquired Sistema, Orthex's 
competitor, with a 3.2x revenue multiple in 2016. In the 
current interest rate environment, asking for similar 
multiples would be challenging, but takeover activity is still 
visible among consumer product companies. For example, 
Fiskars bought Georg Jensen, which had a lower 
normalized performance, in 2023 at significantly higher 
multiples than Orthex (EV/EBITDA 9.5x), compared to which 
the valuation of Orthex's valuation seems rather moderate.
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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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DCF-calculation
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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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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.

Inderes has made an agreement with the issuer and target of this report, 
which entails compiling a research report.
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