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Here we go again

Wartsila's Q3 order intake was below expectations, mainly due to Energy, but profitability was better than forecast,
also due to Energy. The company’s demand outlook remains strong. Thanks to the solid performance in storage
and Portfolio Business, we have significantly raised our margin forecasts for the group. After the share price
decline we have seen and the upgrades to our earnings forecasts, the stock is once again attractively valued on
multiple metrics. We raise our recommendation back to Accumulate and, following our forecast changes, increase
our target price to EUR 19.50 (was EUR 18.00).

Mixed figures in Q3

Wartsila's Q3 order intake (+1% y/y) was clearly below both our own expectations (+9% y/y) and the consensus
(+7% yly). Orders were particularly weak in Energy (-19% y/y) due to an 80% year-on-year decline in storage orders.
However, Wartsila expects storage order intake to pick up in Q4 and explained that the weak order flow in Q3
was due to "the timing of some large orders". As expected, Wartsilad's order intake was positively impacted by the
Portfolio Business, which grew 69% year-on-year. The group's Q3 EBIT margin was slightly above consensus and
more clearly above our own estimates. In Marine, the difference to forecasts was negative as profitability was
weighed down by an unfavorable mix within services. However, Energy's EBIT margin was well above our
forecasts, driven by a strong increase in storage profitability. The group's margins were also supported by the
Portfolio Business, which achieved its best EBIT margin ever (9.0%). The group's net financial expenses were
slightly lower than expected, as was the tax rate, resulting in adjusted EPS coming in quite well above
expectations.

Profitability forecasts on the rise

Wartsila commended the market outlook for both Marine and Energy. In Wartsila's key segments, activity is strong
in cruise ships and also in offshore vessel services. In addition, Marine's demand is driven by decarbonization,
including the retrofitting of environmentally friendly engines. Energy's strongest demand driver is the increased
need for balancing power driven by the green transition, and the company also highlighted the additional demand
for power generated by artificial intelligence and data centers. As expected, Wartsila reiterated its view that the
demand environment for the next 12 months will be better than the comparison period in both Marine and Energy.
Our revenue forecasts for 2024-2026 have been lowered by 1...4% following the disappointing order intake seen
in Q3. However, due to a positive surprise in the profitability of storage and Portfolio Business, we have
significantly raised our margin projections for these businesses. Our new EBIT margin forecasts for the group as a
whole for 2024, 2025 and 2026 are 10.6% (was 10.3%), 11.4% (was 10.7%) and 11.7% (was 11.0%), respectively.

Valuation is back to an interesting level

Based on EV/EBIT-based calculations for 2025, the total expected return on the stock is +15% p.a. The expected
return is thus well above the required return of around 8%, meaning that the risk-adjusted expected return for the
stock is attractive. Wartsila’s 2025 P/E and EV/EBIT ratios (17x and 12x) are 26...32% below the median of the
peers. In our view, the discount is now higher than can be considered acceptable given the high valuation
multiples of the peer group. Our DCF model indicates a +14% upside potential for the share, which is reasonable.

Recommendation

Accumulate
(was Reduce)

EUR 19.50
(was EUR 18.00)

Share price:
17.82

Key figures

Revenue
growth-%
EBIT adj.
EBIT-% adj.
Net Income
EPS (adj.)

P/E (adj.)

P/B

Dividend yield-%
EV/EBIT (adj.)
EV/EBITDA
EV/S

Source: Inderes

Guidance

Business risk

Valuation risk————=>

2023
6014
3%
497
83 %
258
0.56

23.6
815
2.4 %
15.7
131
1.3

2024e 2025e
6511 7489
8% 15%
689 857
106% 1M4%
478 607
0.81 1.03
22.0 17.3
4.2 3.7
24 % 31%
15.4 121
12.6 10.2
1.6 14

(New guidance)

2026e

8053
8%
943

1.7 %
673
114

15.6
83
3.8%
10.7
9.1
13

Wartsilda expects the demand environment for both its
marine (Wartsila Marine) and energy (Wartsila Energy)
businesses to be better in the next 12 months (Q4/2024-
Q3/2025) than in the comparison period.



Share price Revenue and EBIT-% EPS and dividend
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Mixed figures in Q3

Peaks and valleys in Q3 figures

Wartsila's Q3 order intake was below expectations,
mainly due to Energy, but profitability was better than
forecast, also due to Energy.

Timing issues affected storage orders

Wartsila's Q3 order intake was 1,803 MEUR (+1% y/y)
and clearly below both our own expectations (+9%
yly) and the consensus (+7% y/y). Orders were weak,
especially in Energy (-19% y/y). This was due to an
80% year-on-year drop in storage orders, which in
turn was due to a downturn in both MWh (-59% y/y)
and price per MWh (-50% y/y). However, Wartsila
expects storage order intake to pick up in Q4 and
explained that the weak order flow in Q3 was due to
"the timing of some large orders". In turn, the price
per MWh of storage orders decreased due to a
significant drop in the price of battery metals (nickel,

lithium, cobalt), but this is a pass-through item for
Wartsila and does not affect the profitability of
storage. As expected, the order intake was positively
impacted by the Portfolio Business, which grew 69%
year-on-year with the addition of Gas Solutions. At
group level, service orders were also up 4% year-on-
year, which was positive.

Revenue was equipment-driven

Group revenue in Q3 came in close to consensus,
but narrowly missed our own forecast in Marine and
Energy and even more so in Portfolio Business. The
sales mix was clearly more equipment-driven than in
the comparison period (53% vs. 48% in Q3'23), as the
company had already indicated.

Much good in the margins

The Q3 EBIT margin was slightly above consensus
and more clearly above our own estimates. In Marine,

Estimates Q3'23 Q3'24 Q3'24e
MEUR / EUR Comparison Actualized Inderes
Revenue 1452 1718 1779
EBIT (adj.) 124 177 166
EBIT 16 192 166
PTP 107 190 159
EPS (adj.) 0.15 0.22 0.19
EPS (reported) 0.14 0.24 0.19
Revenue growth-% 1.3% 18.3% 225%
EBIT-% (adj.) 85 % 10.3% 9.3%

Source: Inderes & Vara Research (consensus)

Q3'24e Consensus Difference (%) 2024e
Consensus Low High Act. vs. inderes Inderes
1714 1574 - 1811 -3% 6785
17 145 - 196 6% 700
166 145 - 178 16% 687
163 143 - 183 19% 657
0.21 018 - 023 19% 0.79
0.19 014 - 022 28% 0.78
18.1% 84% - 247% -4.2 pp 83%
10.0 % 92% - 108% 1pp 10.3%

the difference to forecasts was negative by 1.4...-1.7
percentage points. According to Wartsila, Marine's
profitability was also burdened by an unfavorable mix
within services, referring to different margins for
spare parts, field services, projects and agreement-
based maintenance. However, Energy's EBIT margin
was well above our forecasts (act. 10.5% vs. forecast
8.7%), driven by a strong increase in storage
profitability. For the second quarter in a row, storage
posted a margin of around 7...8%. Wartsila attributed
this to its selective approach to projects, high-quality
deliveries and strict cost discipline. The group's
margins were also supported by the Portfolio
Business, which achieved its best EBIT margin ever
(9.0%) thanks to a strong performance by Gas
Solutions. The group's net financial expenses were
slightly lower than expected, as was the tax rate,
resulting in adjusted EPS coming in quite well above
expectations.



Profitability forecasts on the rise

Earnings forecasts increased

Wartsilé’s demand outlook remains strong. Thanks to
the solid performance in storage and Portfolio
Business, we have significantly raised our margin
forecasts for the group.

Demand drivers in place

Wartsila commended the market outlook for both
Marine and Energy. According to Clarkson, global
vessel orders in Q3'24 were up 52% year-on-year
(884 vs. 583 units) and orders for alternative-fuel
vessels, which are important for Wartsild, were up
89% year-on-year (244 vs. 129 units). In Wartsila's key
segments, activity is strong in cruise ships and also in
offshore vessel services. Container ships are also on
the rise. In addition to actual vessel orders, Marine's
demand is driven by decarbonization, including the
retrofitting of environmentally friendly engines.
Energy's strongest demand driver is the increased

Estimate revisions 2024e 2024e Change
MEUR / EUR Old New %
Revenue 6785 6511 -4%
EBITDA 836 843 1%
EBIT (exc. NRIs) 700 689 -2%
EBIT 687 691 1%
PTP 657 671 2%
EPS (excl. NRIs) 0.79 0.81 2%
DPS 0.40 0.42 5%

Source: Inderes

need for balancing power driven by the green
transition, and the company also highlighted the
additional demand for power generated by artificial
intelligence and data centers, which will double
electricity demand in this sector by 2026. Today, data
centers account for 1...2% of global electricity
demand. In terms of Energy, however, Wartsila
pointed out that geopolitics and rising protectionism
pose challenges. The company is preparing for these
by, for instance, diversifying its procurement chains.

Sales mix puts pressure on margins in Q4'24

As expected, Wartsila reiterated its previous view that
the demand environment for the next 12 months
(Q4'24-Q3'25) will be better than the comparison
period in both Marine and Energy. Regarding the
outlook for the rest of the year, Wartsila stated that
the increase in equipment deliveries will prevent the
typical Q4 "hockey stick effect" in profitability and
specified that this means that the adjusted EBIT

2025e 2025e Change 2026e 2026e Change
Old New % Old New %
7622 7489 -2% 8173 8053 -1%
977 1014 4% 1071 1108 3%
819 857 5% 899 943 5%
819 857 5% 899 943 5%
808 852 6% 895 944 6%
0.95 1.03 8% 1.06 1.14 8%
0.51 0.55 8% 0.62 0.67 8%

margin for H2'24 is likely to be lower than the 10.7%
seenin H124.

Margin expectations up for 2024-2026

Our revenue forecasts for 2024-2026 have been
lowered by 1...4% following the disappointing order
intake seen in Q3. However, due to a strongly
positive surprise in the profitability of storage, which is
part of Energy, and Portfolio Business, we have
significantly raised our margin projections for these
businesses. Our new forecasts for 2024, 2025 and
2026 are 10.6% (was 10.3%), 11.4% (was 10.7%) and
11.7% (was 11.0%), respectively. Other changes shown
in the table below are a slight decrease in net
financial expenses, as Wartsild already had net assets
of 405 MEUR at the end of Q3, and a reduction of the
corporate tax rate from 27% to 26%, which is in line
with the Q1-Q3'24 outcome.



Valuation is back to an interesting level

Positive drivers + lowered valuation = raise to
Accumulate

The positive drivers for Wartsild's business remain
unchanged. The company's technology portfolio is
very comprehensive, and its market position is very
strong in many segments, while its service operations,
based on a large installed base, are quite profitable.
We have previously raised the possibility that Marine's
strong order intake may not be realized until 2028-
2029 due to a lack of capacity in the shipyards. We
asked Wartsila about this and the company assured
us that its delivery times in Marine have not changed
very much, meaning that while shipyards used to
order the engine 12 months before delivery, the range
has now been widened to 12...18 months. However,
we are not talking about several years, and Wartsild's
own capacity does not constrain delivery times.

Overall, we think Wartsila's outlook is nice: The
traditional businesses of Marine and Energy are doing
well, and the significantly improved profitability of
storage and Portfolio Business should at least help to
raise the sale price if/when these businesses are
divested.

Tuesday's -14% plunge in the share price was
surprisingly sharp, and after taking a closer look at the
disappointing factors, we are not too concerned.
After the share price decline we have seen and the
upgrades to our earnings forecasts, the share is once
again attractively valued on multiple metrics. We raise
our recommendation back to Accumulate and,
following our forecast changes, increase our target
price to EUR 19.50 (was EUR 18.00). We consider
Wartsila's peer group multiples to be high, but even at
our target price, the stock would be discounted by
around 20% to peers on all key 2025 multiples.

Risk-adjusted return back on track

The total expected return on the share (the upside in
the price determined by earnings growth and the
change in valuation multiples plus the dividend yield)
is +15% p.a. based on the EV/EBIT based calculations
for 2025. The return comprises around +12 % share
price potential and a dividend yield of some 3%. The
total expected return is thus well above the required
return of around 8%, meaning that the risk-adjusted
expected return for the stock is attractive.

Discount to peers is already too high

Wartsild’s 2025 P/E and EV/EBIT ratios (17x and 12x)
are 26...32% below the median of the peers. In our
view, the discount is now higher than can be
considered acceptable given the high valuation
multiples of the peer group.

Reasonable DCF potential

Our DCF model indicates a +14% upside potential for
the share, which can be considered reasonable.
Wartsila's cash flow profile is now slightly less back-
loaded in the model, with the terminal period
accounting for 63% of the value instead of 65%.

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
17.8
589.0
10496
10587
220
219
4.2
1.6
1.6
12.6
15.4
51.7 %
2.4 %

2025e
17.8
589.0
10496
10353
17.3
17.3
&7
1.4
14
10.2
121
533 %
31%

2026e
17.8
589.0
10496
10084
15.6
15.6
&3
13
13
9.1
10.7
58.6 %
3.8%



Valuation table

Valuation 2019 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Share price 9.85 8.15 12.4 7.87 13.1 17.8 17.8 17.8 17.8
Number of shares, millions 591.7 591.7 590.0 590.0 589.0 589.0 589.0 589.0 589.0
Market cap 5828 4823 7293 4643 7734 10496 10496 10496 10496
EV 6601 5255 7326 5158 7804 10587 10353 10084 9813
P/E (adj.) 17.2 24.3 28.3 16.5 23.6 22.0 17.3 15.6 14.7
P/E 27.0 36.0 37.8 neg. 30.0 21.9 17.3 15.6 14.7
P/B 2.4 2.2 3.2 2.2 3.5 4.2 3.7 33 3.0
P/S 1.1 1.0 1.5 0.8 1.3 1.6 1.4 1.3 1.2
EV/Sales 1.3 1.1 1.5 0.9 1.3 1.6 1.4 1.3 1.2
EV/EBITDA 1.0 121 14.4 15.3 13.1 12.6 10.2 9.1 8.5
EV/EBIT (adj.) 13.3 171 18.9 15.7 15.7 15.4 1241 10.7 9.9
Payout ratio (%) 131.5 % 88.3% 73.4% neg. 73.1% 51.7 % 53.3 % 58.6 % 56.2 %
Dividend yield-% 49 % 25% 1.9 % 33% 2.4% 2.4% 3.1% 3.8% 3.8%

Source: Inderes

P/E(adj.) EV/EBIT Dividend yield-%
28.3 18.9
243 236 ' 157 157 15, 4.9%
220 236 43 ,
17.2 16.5 173 : .
2.4% 2.4%
5%

2019 2020 2021 2022 2023 2024e 2025e 2026e 2019 2020 2021 2022 2023 2024e2025¢2026e 2019 2020 2021 2022 2023 2024e 2025 2026e

[ P/E (adj) e Median 2019 - 2023 S EV/EBIT (adj.) == Median 2019 - 2023 mmmw Dividendyield-% === Median 2019 - 2023



Peer group valuation

Peer group valuation Market cap EV EV/EBIT EV/EBITDA EV/S P/E Dividend yield-% P/B
Company MEUR MEUR 2024e 2025e 2024e 2025e 2024e 2025e 2024e 2025e 2024e 2025e 2024e
Metso Corp 7393 8519 1.2 10.5 9.4 8.8 1.7 1.7 14.4 12.9 4.3 4.4 2.8
Kone Oyj 27306 26682 20.5 18.7 16.7 15.6 2.4 2.3 26.5 24.3 3.5 3.7 9.4
Konecranes Abp 4991 5241 10.1 10.0 8.4 8.3 1.3 1.3 13.8 13.5 2.5 2.8 2.7
Siemens Energy AG 30230 27162 25.6 22.2 18.4 9.9 0.8 0.7 3721 42.4 3.3
Abb Ltd 97647 100141 19.7 17.8 171 15.5 3.3 3.1 25.4 23.3 1.8 1.9 71
Alfa Laval AB 17720 18403 19.3 171 16.0 14.4 31 2.9 25.9 22.7 1.7 1.8 5.0
Alstom SA 9364 11159 15.0 13.8 8.6 7.7 0.6 0.6 18.1 13.8 1.4 1.4 0.9
Caterpillar Inc 175075 205558 16.1 16.8 13.8 13.9 3.4 3.4 17.7 17.3 1.4 1.5 10.3
GE Vernova 73694 69225 103.3 39.7 36.0 23.0 2.1 2.0 103.9 42.7 7.3
Rolls-Royce Holdings PLC 57186 58216 21.8 19.5 15.5 14.0 2.8 2.6 31.5 26.8 0.9 1.1
Woodward Inc 9092 9661 21.2 21.2 17.2 16.8 3.2 3.1 27.6 28.1 0.6 0.6 4.4
Wartsila (Inderes) 10496 10587 15.4 121 12.6 10.2 1.6 1.4 22.0 17.3 24 3.1 4.2
Average 25.8 18.8 16.1 13.4 2.3 2.2 61.5 24.3 2.0 241 5.3
Median 19.7 17.8 16.0 14.0 24 2.3 25.9 233 1.7 1.8 4.7
Diff-% to median -22% -32% -22%  -27% -33% -40%  -15% -26% 43% 70% -10%

Source: Refinitiv/ Inderes



Income statement

Income statement
Revenue

Marine

Energy

Portfolio Business
EBITDA
Depreciation

EBIT (excl. NRI)
EBIT

Marine

Energy

Portfolio Business
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
5843
2758
2721
364
240
-263
328

0.48
-0.11

2022
223 %
-15.5 %

41 %

5.6 %

-11%

258
0.56
0.44

2023
29%
51.5 %
9.9%
83 %
4.3 %

Q124
1322
708
452
162
162
-35
132
127
77
50

18
-32
-1
85
0.15
0.14

Q124
-9.8 %
48.3 %
123 %
10.0 %
6.4 %

Q224
1555
759
617
179
205
-37
176
168

Q224
6.9 %
64.5 %
13.2%
1.3 %
7.5 %

Q3'24
1718
739
804
175
230
-38
177
192

Q3'24
183 %
42.7 %
13.4 %
10.3 %
83 %

Q4'24e
1916
862
845
210
246
-42
204
204

Q4'24e
16.6 %
15.3 %
12.8 %
10.6 %
7.0 %

2024e
6511
3068
2718
726
843
-152
689
691
358
291
42
-20
671
-172
-21
478
0.81
0.81

2024e
83 %
38.6 %
129 %
10.6 %
73 %

2025e
7489
3602
2945
943
1014
-158
857
857
456
347
54

852
-218

607
1.03
1.03

2025e
15.0 %
243 %
13.5%
1.4 %
8.1%

2026e
8053
3887
3231
935
1108
-165
943
943
496
388
59

944
242

673
1.14
1.14

2026e
7.5 %
10.1%
13.8%
1.7 %
8.4 %

2027e
8449
4065
3430
955
1158
-165
993
993
521
415
57

999
-256

712
1.21
1.21

2027e
4.9 %
53 %
13.7%
1.8 %
8.4 %



Balance sheet

Assets

Non-current assets
Goodwill

Intangible assets
Tangible assets
Associated companies
Other investments
Other non-current assets
Deferred tax assets
Current assets
Inventories

Other current assets
Receivables

Cash and equivalents

Balance sheet total

Source: Inderes

2022
2559
1288
392
562
29
19
72
197
4049
1361
54
2173
461
6608

2023
2553
1273
402
562
33

52
212
4250
1485

1943
817
6803

2024e
2567
1273
402
575
37

48
215
4303
1563

2279
456
6871

2025e
2605
1273
425
590
37
17
48
215
4943
1797

2621
524
7547

2026e
2632
1273
424
618
37
17
48
215
5315
1933

2819
564
7947

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
2148
336
1891

61
-152
12
1355
65.0
396
740

154
3105
209
2874
22
6608

2023
2233
336
1989

2024e
2508
336
2279

61
-176

1070

62.0
372
a1

225
3293
102
3191

6871

2025e
2868
336
2639

61
-176

940

62.0
372
281

225
3739
70
3670

7547

2026e
3217
336
2988

61
-176

760

62.0
372
101

225
3970
24
3946

7947



DCF calculation

DCF model 2023
Revenue growth-% 29%
EBIT-% 6.7 %
EBIT (operating profit) 402
+ Depreciation 193
- Paid taxes -106
- Tax, financial expenses -12
+ Tax, financial income 2

- Change in working capital 304
Operating cash flow 783
+ Change in other long-term liabilities 47
- Gross CAPEX -168
Free operating cash flow 662
+/- Other 0
FCFF 662

Discounted FCFF

Sum of FCFF present value
Enterprise value DCF

- Interest bearing debt

+ Cash and cash equivalents
-Minorities

-Dividend/capital return
Equity value DCF

Equity value DCF per share

WACC

Tax-% (WACC)

Target debt ratio (D/(D+E)

Cost of debt

Equity Beta

Market risk premium

Liquidity premium

Risk free interest rate

Cost of equity

Weighted average cost of capital (WACC)

Source: Inderes

2024e
83 %

10.6 %
691
152
-182

-269
387

-159
228

228
225
12207
12207
-859
817

-188
11943
20.3

26.0%
10.0 %
3.0%
1.20
4.75%
0.00%
25%
82%
7.6 %

2025e
15.0 %

1.4 %
857
158
-218

2026e
75%

1.7 %
943
165
-242

-56
810

-192
618

618
527
11515

2024e-2028e

690
547
10988

2028e
6.5%

1.5%
1031
155
-266

-55
867

-194
674
0
674
496
10441

2029e
5.6 %

1.2%

1062
161

-274

-51

900

-190
710

710

486
9945

19%

2024e-2028e

2030e
4.7 %

10.9%
1083

W 2029e-2033e

445
8996

Cash flow distribution

B TERM

424
8551

TERM
25%
10.0 %

15160
7742
7742



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
40.0 51% 383€ 365 52%
37.8¢€
335 56% 333€ 315 57%
328¢€ 61% 27.7
) 283€ ' 62%
278 €
66%
233€ 67%
228 € 203
71% 18.6
17.2
REAS ~ 156 1B3€ 160 o 72%
5 135 76% <140
128 € 13.3€
51% 56% 6.1% 6.6% 71% 76% 81% 86% 9.1% 9.6% 10.1% 00% 05% 1.0% 15% 2.0% 25% 3.0% 35% 40% 45% 5.0%
DCF value (EUR) e \\eight 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
63% 16%
14%
211 €
12%
206 € 10%
8%
201€ 6%
4%
196 € 2%
64% 0%
%) < (2 (] < < (2 (4 (4 < <
19.1€ @ & @ S P R ng“
78% 83% 88% 9.3% 9.8 % 10.3%10.8 % 11.3% 11.8 % 12.3 %12.8 % % % Vv % % Vv % v % %
DCEF value (EUR) e \\eight of terminal value (%) Revenue growth-% e EBIT-%

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
EV/EBIT (adj.)

P/E (adj.)

P/B

Dividend-%

Source: Inderes

2021
4778.0
476.0
314.0
296.0
193.0
-74.0

2021
6523.0
2323.0
1374.0

8.0

2021
476.0
424.0
795.7
-286.0
472.7

2021
1.5
14.4
18.9
283
3.2
1.9 %

2022
5843.0
240.0
-23.0
-30.0
-63.0
-351.0

2022
6608.0
2148.0
1288.0
488.0

2022
240.0
-357.0
-175.8
-251.0
-354.8

2022
0.9
15.3
15.7
16.5
2.2
33 %

2023
6014.0
595.0
402.0
365.0
258.0
-95.0

2023
6803.0
2233.0
1273.0

42.0

2023
595.0
304.0
783.4
-168.0
662.4

2023
1.3
131
15.7
23.6
35
24 %

2024e
6511.3
842.7
691.0
671.0
478.3
2.0

2024e
6870.6
2507.8
1273.0
57.4

2024e
842.7
-269.1
386.7
-158.7
227.9

2024e
1.6
12.6
15.4
22.0
4.2
2.4%

2025e
74891
1014.4
856.7
852.0
607.3
0.0

2025e
7547.4
2867.7
1273.0
-173.2

2025e
1014.4
-91.8
703.4
-195.2
508.1

2025e
1.4
10.2
1241
17.3
3.7
31%

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
0.33
0.44
135
0.80
3.92
0.24

2021
4%
17%
26%
30%
10.0 %
8.1%
6.6 %
8.6 %
9.5%
38.6 %
0.3 %

2022
-0.1
0.48

-0.30

-0.60
3.62
0.26

2022
22%
-50%
-15%
9%
41 %
5.6 %
-0.4 %
-28%
0.2%
358 %
227 %

2023
0.44
0.56
133

112
3.78
0.32

2023
3%
148%
52%
17%
9.9%
83 %
6.7 %
1.8 %
13.2 %
36.2%
1.9 %

2024e
0.81
0.81
0.66
0.39
4.24
0.42

2024e
8%
42%
39%
45%
12.9 %
10.6 %
10.6 %
20.2%
22.9%
40.5 %
23 %

2025e
1.03
1.03
1.19
0.86
4.86
0.55

2025e
15%
20%
24%
27%
13.5%
1.4 %
1.4 %
22.7%
27.7%
42.4%
-6.0 %



Climate target and taxonomic analysis

Taxonomy eligibility percentages stay low

Wartsila’s low taxonomy eligibility percentages for
revenue and operating costs reflect the fact that the
service businesses (over 50% of Wartsild’s revenue)
are not taxonomy-eligible according to Wartsila’s
interpretation. Maritime systems that support the
reduction of Wartsild’s emissions are excluded from
taxonomy, as taxonomy only includes ship
manufacturing. In the energy business, finished
engines for carbon-neutral fuels that also run on
natural gas or other fossil fuels are also excluded from
taxonomy. On the other hand, the higher taxonomy
percentage of investments indicates Wartsila’s
investments in technologies using zero-emission fuels
like ammonia and hydrogen, and the company wants
to be ready in terms of its product offering when these
fuels enter the market.

The political dimension is considerable, but the
regulatory risks associated with the taxonomy are
unlikely to increase

The political dimension of Wartsild’s business is
significant, as zero-emission marine operations and
energy production are the key to achieving global
emission reduction targets. Wartsila is investing in
technologies using zero-emission fuels like ammonia
and hydrogen, and we will continue to wait for the
potential impact of the extension of the marine
emissions trading system on Wartsild's business. We
consider it quite unlikely that the regulatory risk of
Wartsila's operations will increase, as the company is
at the forefront of the development and
commercialization of emission-reducing technologies.
So far, we do not see any direct short-term economic
impact resulting from the taxonomy, for example on
financing costs.

Realistic climate targets, although less ambitious
than in other major Finnish machinery
manufacturers

Wartsild's own climate targets for 2030 (“Set for 30”)
aim at carbon neutrality in its own operations, as well
as a product range that is ready for carbon-free fuels.
The carbon neutrality of own activities is related to
Scope 1and Scope 2 activities. Wartsila does not
measure or at least it does not disclose all Scope 3
indirect emissions, as emissions from the use of
products sold by the company are outside the scope
of the review. We consider the company's Scope 1
and Scope 2 targets to be realistic but assessing the
magnitude and costs of the Scope 3 objective
requires more information, e.g., on the content of
target setting and the magnitude of the impact. We
assume that over time Wartsila will have to rethink its
Scope 3 target setting in the context of the
intensifying climate debate.

Taxonomy eligibility 2022 2023
Revenue 15% 17%
OPEX 13% 12%
CAPEX 34% 23%
Taxonomy alignment 2022 2023
Revenue 0% 0%
OPEX 0% 0%
CAPEX 0% 0%
Climate

Climate target Yes

Target according to
the Paris Agreement
(1.5 °C warming scenario)

*Figures are not comparable due to changes in taxonomy.

We will begin to increase the visibility of sustainability
metrics by looking at the company's climate target and
taxonomy impacts, as we believe these are currently the
clearest contributors on average to the company's value
creation. We aim to gradually increase the visibility of
other factors. The analyst will consider the impact of all
sustainability issues on the company's growth and
profitability potential and risk (i.e. required return) as part
of forming an investment view.

Note: Taxonomy eligibility-% is shown in the table
without taxonomy-aligned activities



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.

Recommendation history (>12 mo)

Date
10/28/2019
11/27/2019
1/20/2020
1/31/2020
3/26/2020
4/22/2020
7/20/2020
10/26/2020
1/21/2021
1/29/2021
4/23/2021
7/21/2021
10/27/2021
11/19/2021
1/31/2022
3/30/2022
4/21/2022
4/29/2022
7/22/2022
10/3/2022
10/26/2022
11/15/2022
1/4/2023
2/1/2023
4/26/2023
7/24/2023
11/1/2023
1/5/2024
1/31/2024
4/29/2024
7/22/2024
10/11/2024
10/30/2024

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

Buy
Accumulate
Accumulate
Accumulate
Accumulate
Accumulate
Accumulate
Accumulate
Accumulate
Reduce
Reduce
Reduce
Accumulate

Target Share price

9.00€
10.00€
12.00€
1250 €
750€
7.00€
8.00€
8.00€
9.40€
870€
10.00€
12.00€
1260 €
14.00 €
13.00€
1.50€
10.60 €
9.50€
9.50€
8.00€
8.00€
9.00€
9.00€
9.50€
11.00€
1250€
1250 €
13.50€
15.00€
16.50 €
17.00 €
18.00 €
19.50€

9.27€
9.08€
10.83 €
1.45€
6.78 €
6.36€
751€
7.44 €
9.01€
8N€E
10.31€
1228 51EE
1.88 €
1316 €
10.84 €
9.1€
84 €
SIS
8.58€
6.58€
6.76 €
8.25€
8.01€
871€
1010 €
1n.38€
.24 €
1296 €
13.70€
1740 €
18.49 €
19.98 €
17.82 €
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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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