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Disappointing transaction price, but conditions for growth 
becoming clearer

(was Buy)

Accumulate

18.27

(was 22.00 EUR)

EUR 21.00

Recommendation

Share price:

Guidance (New guidance)

Tietoevry will issue an updated guidance for the continuing operations in 
connection with its Q1 interim report.

We lower our target price for Tietoevry to EUR 21.0 (was 22.0) due 
to the lower-than-expected purchase price for the Tech Services 
business. We also lower our recommendation on the stock to 
Accumulate (was Buy). However, the sale of Tech Services clarifies 
the company's structure, and all businesses are now positioned in 
growing market areas, creating a better basis for earnings growth. 
In the short term, though, the tight market environment will still slow 
the return to earnings growth. Nevertheless, the share's valuation 
picture remains attractive (2025e (adj.) P/E and EV/EBIT 12x and 
11x, respectively). 

Purchase price below our expectations

Tietoevry announced on Sunday that it has entered into an 
agreement to divest its Tietoevry Tech Services business to funds 
advised by Agilitas Private Equity LLP ("Agilitas"). The purchase 
price (EV) is 400 MEUR, including 100 MEUR of IFRS-16 lease 
liabilities, and is below our projected enterprise value of 507 MEUR. 
Of the purchase price, 70 MEUR is an additional purchase price 
subject to the fulfillment of certain performance milestones in 2026 
and 2027, payable in the form of vendor loans. 

The valuation of the transaction is 6.7x EV/EBITA on the actual 2024 
figures and only 4.5x on the adjusted actual figures. The 
corresponding multiples excluding the additional purchase price are 
just under 5.5x and just under 4x. It should also be noted that IFRS 
16 liabilities play a very significant role in the transaction price. This 
means that the valuation of the transaction is below our 
expectations. We believe it would have been easier for an industrial 
buyer to realize synergies from the deal, but apparently this was the 
best candidate for the deal. The company already wrote down the 
goodwill of Tech Services by 200 MEUR in connection with the Q4 
report and expected a further write-down in connection with the 
transaction. Our estimate for the additional write-down is 80 MEUR.

Clearer structure and clearer earnings growth trajectory

The positive aspect is that the transaction will clarify Tietoevry's 
structure. The remaining businesses are positioned in growing 
areas of the market, and the profile of the company is thus changing 
more clearly towards an earnings growth company. For years, the 
now sold Tech Services business has been a brake on the group's 
development. Tietoevry is now a more purely international company 
offering software, development and consulting services. 

All businesses now positioned in growth areas

As a result of the divestment, we have reduced our revenue 
forecasts by around 30% and our earnings forecasts by around 20% 
on an annual basis. We have also lowered our dividend projections 
for the next few years by just under 20%. We expect Tietoevry's 
revenue to fall by 26% to 2,070 MEUR driven by the business 
divestment. In organic terms, however, we expect revenue to grow 
by 0.6% as the weakest performing business is sold. In addition, we 
expect the adjusted EBITA % to increase to 13.3% in 2025, driven by 
the divestment of the less profitable business. Tietoevry will issue 
an updated guidance for the continuing operations in connection 
with its Q1 report. Furthermore, we understand that the company 
will hold a capital markets day at the end of the year, it will provide 
information on the new remaining entity and its financial targets.

Sales transform Tietoevry's profile into a more credible earnings 
growth company

On our estimates, the adjusted P/E multiples for 2025-2026 are 12-
11x and the EV/EBIT multiples are 11-10x. The multiples are ~30% 
below international peers. One-time costs will decline significantly in 
the future, making earnings multiples more comparable to peers. In 
our view, the absolute valuation of the share is attractive and the 
relative valuation is even very attractive. Given our lowered 
estimates for the next few years, the dividend yield of around 7% in 
itself provides healthy support for our earnings expectations. 
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Target price:

Business risk

Valuation risk



o Strengthened growth outlook

o Increase in the share of highly profitable 
software product business

o Growth in the share of modern IT services

o Acquisitions and divestments of non-strategic 
businesses

o Business separation

o Decline in competitive position among large 
customers

o Continuous transformation creates a constant 
need for restructuring

o Accelerating wage inflation, high employee 
revenue and a failure in talent competition

o Weak historical capital allocation record
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We lowered estimates mainly related to the sale of Tech Services
Estimate revisions

o We moved the Tietoevry Tech Services business to the divested businesses as of Q2'25 
and expect the transaction to be completed in Q3'25. At the same time, we estimate that 
the company will write down 80 MEUR of goodwill in Tech Services, which will not, 
however, affect cash flow.

o We have lowered our dividend forecasts by almost 20%.

o In addition, we expect annual restructuring needs to halve to 0.8% of revenue in the 
coming years. 
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Valuation table

5



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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33%
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48%
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Cash flow distribution
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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.
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