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Journey of change completed

With the demerger of Mandatum, Sampo is now a pure-play P&C insurance company with an even more stable profit
profile and lighter capital requirements. Sampo is currently performing excellently, and we believe its earnings growth
prospects are stable. Our target price based on the sum of the parts falls to EUR 39.0 (was 44.0) as a result of
Mandatum's exit. We reiterate our Accumulate recommendation as the risk/return ratio of the stock remains at an
adequate level. We have not made any changes to the estimates for the other parts. Our extensive report, which we
published in the summer and is still very topical, is freely available here.

Estimates adjusted for Mandatum's exit

We have removed Mandatum from our Sampo estimates, but otherwise we have kept our estimates unchanged.
Mandatum had previously been classified as an available-for-sale operation and was therefore only reported in EPS.
There has therefore been no change in our estimates for the top lines of the income statement, but our EPS forecasts
for the coming years have been reduced by around 15%. Our dividend estimates have also been lowered by 12-14%,
as Sampo had previously communicated very clearly that of 2022 dividend EUR 0.30 was Mandatum's share. We
estimate Sampo's current normal earnings level to be EUR 2.2-2.4/share. Given the fierce performance of the
businesses, there is no reason to expect major level adjustments to this level, with steady earnings growth
underpinned by strong P&C insurance operations and purchases of own shares. A key forecast risk is still related to a
deterioration in the earnings mix as rising investment income increases the likelihood of higher competitive pressure,
which would have a negative impact on the insurance service result.

Sampo still has a lot of excess capital on its balance sheet

As part of the Mandatum demerger, Sampo sold part of its PE investments (Enento and Saxo + other smaller
investments) to Mandatum for a total of EUR 430 million. The transaction was financed by a cash payment of EUR 150
million and a loan of EUR 280 million. In addition, Mandatum repaid a loan of EUR 100 million to Sampo and around
EUR 95 million of Sampo's debt was allocated to Mandatum. Consequently, Sampo's net debt decreased slightly as a
result of the arrangement and the company was also able to exit some of its PE investments. Sampo still has EUR 2-3
of excess capital per share on its balance sheet, mostly tied up in PE investments and the Mandatum loan. After the
demerger, we believe that Sampo could have the opportunity to further reduce the solvency buffers and the final
amount of excess capital could still increase from the current level. As part of this excess capital is liquid, we expect
Sampo to announce new capital repayments (own share purchases and additional dividends) by the beginning of the
year at the latest. We continue to forecast additional dividends of EUR 0.5/year for the next two years and one share
buyback program of around EUR 1/share. We think it is very possible that share buybacks will continue beyond our
current forecasts.

Discount on the sum of the parts is unjustified

We have estimated Sampo's fair value through the value of its parts, relative and absolute valuation, as well as
dividend flow calculations. With the exit of Mandatum, the peer valuation is a more meaningful way to value Sampo. In
addition, we continue to favor the SOTP as it best reflects the excess capital on the balance sheet and Hastings'
clearly lower valuation than the rest of the group. The total value of the SOTP is around EUR 39. Other valuation
methods support the current target price. We see Sampo's solid earnings growth and strong dividend as still offering
sufficient expected return.
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2022 2023e 2024e 2025e
PTP 1924 1485 1622 1684
growth-% -39% -23% 9% 4%

Net Income 1426 1053 158 1212
EPS (adj.) 3.71 2.31 2.34 2.48
Osinko/osake 2.60 2.10 2.20 1.80
P/E (adj.) 131 17.7 17.5 16.6
P/B 26 2.8 2.7 2.7
Dividend yield-% 53% 51% 52% 43%
Osinko/tulos-% 70% 91% 94% 73%
Source: Inderes
Guidance (Unchanged)

Following strong performance in the first half of the year,
the outlook for If P&C’s 2023 combined ratio has been
improved to 81.5-83.5% (from 82-84%). The outlook for the
Hastings operating ratio for 2023 has been adjusted to 88-
90% (below 88%). At Group level, Sampo targets a
combined ratio of below 86%.


https://www.inderes.se/en/research/nordea-the-king-of-the-nordic-pandc-insurance-market
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#1| Value drivers

l/

«  Profitable growth in insurance activities

» Capital released from non-core business
activities

» Higher interest rates would improve
investment income

* Topdanmark acquisition

*  Other M&A transactions

Sampo’s PTP breakdown (MEUR)
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A Risk factors

Rising interest rates could weaken
underwriting results and depress insurance
companies’ acceptable multiples
Tightening competition in the Nordic
insurance market

EPS and dividend
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2020 2021 2022 2023e 2024e 2025e
m EPS (adjusted) Dividend / share
Source: Inderes
Valuation 2023e 2024e 2025e
Share price 41.0 41.0 41.0
Number of shares, millions 508.1 495.6 489.5
Market cap 20574 20574 20574
P/E (adj.) 17.7 17.5 16.6
P/E 17.7 17.5 16.6
P/B 2.8 2.7 2.7
Payout ratio (%) 89.7% 93.0% 72.7%
Dividend yield-% 51% 52% 43%

Source: Inderes



Estimates down following Mandatum's exit

Estimate revisions 2023e 2023e Change 2024e 2024e Change 2025e 2025e Change
MEUR / EUR old New % old New % old New %

If 1282 1282 0% 1312 1312 0% 1323 1323 0%
Topdanmark 229 229 0% 248 248 0% 278 278 0%
Hastings 84 84 0% 137 137 0% 157 157 0%
Holding -103 -103 0% -75 -75 0% -74 -74 0%
PTP 1485 1485 0% 1622 1622 0% 1684 1684 0%
EPS (adjusted) 2.45 234 -4% 275 2.34 -15% 291 248 -15%
Dividend / share 2.40 2.10 -13% 2.50 2.20 -12% 2.10 1.80 -14%

Source: Inderes



M&A transactions — Journey from a financial conglomerate to a P&C insurer
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Risk profile of the business model (excluding Mandatum)

OPERATING LANDSCAPE

REVENUE

CAPITAL STRUCTURE PROFITABILITY

Assessment of Sampo’s
overall business risk

Change rate in
the industry

Company’s
development
stage

Market
cyclicality

Revenue
diversification
and continuity

Pricing power

Scalability of
costs

Cash flow

Capital
commitment

Source: Inderes
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The industry is changing slowly and the
barrier to entry in the Nordic P&C insurance
market is very high.

The company is in excellent shape, has a
strong track-record and the Group's current
strategy is crystal clear.

The insurance service result is very
predictable, especially at the Nordic level.
Investment income is volatile.

Income streams are highly diversified
geographically, by sector and per customer.

The company has good pricing power in the
Nordic countries. In recent years, this has
been supported by a tranquil competitive
environment.

Current profitability level is excellent and
growth at the current combined ratio is
highly profitable in the Nordic countries. A
deterioration in the combined ratio would
have a big negative impact on the result.

The company generates excellent cash flow
as investment needs are small.

Insurance operations tie up significant
capital and solvency limits are closely
regulated by authorities.



Investment profile (excluding Mandatum)

Source: Inderes

Excellent track record of profitable
growth in P&C insurance

The Nordic P&C insurance market is
exceptionally attractive

Stable and increasing dividends and
extra capital repayments

Acquisition of the Topdanmark
minority and possible other M&A
transactions

The increase in interest rates raises
investment income, but may put
pressure on the competitive situation
and underwriting profitability

Potential 1 I I

Risks

Growth in insurance business in the Nordic countries
Hastings’ growth

Acquisition of the Topdanmark minority and major
synergies

Other M&A transactions
Higher interest rates improve investment income

Exit from PE investments

AN

The tightening competitive situation of the Nordic P&C
insurance market

The increase in interest rates may weaken the
underwriting result through increased price competition

Sampo’s valuation multiples have downward pressure if
the insurance service result weakens



Valuation table

Valuation 2018 2019
Share price 40.4 38.9
Number of shares, millions 556.6 556.6
Market cap 22436 21609
P/E (adj.) 15.1 19.2
P/E 13.3 19.2
P/B 1.8 1.8
Payout ratio (%) 93.8% 73.7 %
Dividend yield-% 71% 3.9%
Source: Inderes
P/E (adj.)
192 17.7 17.5
16.4 16.6

15.1

15.4

2018 2019 2020 2021 2022 2023e 2024e 2025e

e P/E (adj)

e Median 2018 - 2022

2020
353
556.6
19593
16.4
>100
1.7
2484.5 %
4.8 %

2018 2019 2020 2021 2022 2023e 2024e 2025e

[ p/B

2021
441
554.3
24109
15.4
9.5
1.9
87.3%
9.3%

P/B

e Median 2018 - 2022

2022
48.8
530.3
25108
13.1
12.3
2.6
63.5 %
53%

2023e
41.0
508.1
20574
17.7
17.7
2.8
89.7 %
5.1%

2024e
41.0
495.6
20574
17.5
17.5
2.7
93.0 %
5.2 %

2025e
41.0
489.5
20574
16.6
16.6
2.7
72.7 %
4.3 %

Dividend yield-%

9.3%

53% 51%

2026e
41.0
489.5
20574
16.6
16.6
2.6
76.9 %
4.5 %

5.2%
= 5.3 %

2018 2019 2020 2021 2022 2023e 2024e 2025e

[ Dividend yield-%

e Median 2018 - 2022



Peer group valuation

Peer group valuation
Company

Tryg

Gjensidige
Topdanmark

ALM

Storebrand

Admiral

Direct Line

Zurich Insurance Group
Allianz

Assicurazioni Generali
Sampo (Inderes)
Average

Median

Diff-% to median

Source: Refinitiv/ Inderes

Market cap
MEUR

11056
6879
3723
2150
3547
8340
2680
63468
91754
30180
20574

2023e 2024e 2023e

16.7
15.4
22.2
254
1.8
19.9
13.3
12.7
9.7
8.2
17.7
15.5
14.3
24%

P/E

14.7
13.2
18.8
16.8
10.5
17.5
7.4
11.6
8.8
8.1
17.5
12.7
12.4
41%

Dividend yield-%

6.3
5.7
4.5
6.6
4.6
4.7
5.6
6.2
5.4
6.4
5.1
5.6
5.6
-9%

2024e

6.5
6.1
5.4
7.8
5.0
5.3
8.9
6.6
5.8
6.7
5.2
6.4
6.3
-17%

P/B
2023e

2.0
3.3
5.5
1.1
1.2
7.1
1.1
2.6
1.6
1.1
2.8
2.6
1.8
54%



Income statement

Income statement

Insurance premium income

If

Topdanmark
Hastings
Mandatum

EBIT (excl. NRI)
EBIT

If

Topdanmark
Hastings
Holding
Mandatum

PTP

Taxes

Minority interest
Net earnings
EPS (adj.)

EPS (rep.)

2021
9746
4855
2694
830
1367
2190
3172
1077
346
127
1331
291
3172
-423
-181
2568
2.86
4.63

Q122
1863
1222

312
329
0.0
664
692
495

21
164

692
-107

773
1.37
1.43

Q2122
277
2044
343
384
0.0
769
844
732

Q3'22
1848
1081
334
433
0.0
341
341
264
32
54

341
-86

241
0.46
0.46

Q4'22

1785
1085
318
382
0.0
12.0
47.0

2022
8267
5432
1307
1528
0.0
1786
1924
1550
157
107
146

1924
-384
-14
2107
3.7
3.97

Q123
1799
1235

318
246
0.0
359
359
337

271
0.53
0.53

Q2'23
1820
1231
317
272
0.0
363
363
320

306
0.60
0.60

Q3'23e

2053
1349
343
361
0.0
379
379
317

326
0.65
0.65

Q4'23e
1990
1320

352
319
0.0
384
384
308
70
28
-23

384
-82

272
0.54
0.54

2023e 2024e
7662 8349
5135 5392
1329 1513
197 1444
0.0 0.0
1485 1622
1485 1622
1282 1312
229 248
84 137
-103 =75
0 0
1485 1622
-336 -365
-96 -99
175 1158
2.34 2.34
2.31 2.34

2025e

8677
5554
1572
1551
0.0
1684
1684
1323
278
157

2026e
8959
5720
1572
1666
0.0
1684
1684
1313
278



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

2021
50970
0.0
3794
375
777
26274
1971
39.0
10091
0.0
2977
2295
4819
61061

2022
19463
0.0
3322
329
1.7
15789
0.0
1.0
19749
0.0
15617
1820
2312
39212

2023e

3700
0.0
3357
332
0.0
0.0
0.0
1.0
19601
0.0
15617
1686
2299

23301

2024e

3738
0.0
3392
335
0.0
0.0
0.0
1.0
19958
0.0
15617
1837
2505

23696

2025e
3776
0.0
3427
338
0.0
0.0
0.0
1.0
20129
0.0
15617
1909
2603
23905

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

2021
13464
98.0
9952
0.0
0.0
2738
676
45129
855
9.0
4346
0.0
39919
2468
0.0
0.0
2468
61061

2022
10178
98.0
8482
0.0
0.0
1038
560

506
6.0
3087
0.0
10885
14550
0.0
0.0
14550
39212

2023e
7905
98.0
6319
0.0
0.0
1038
450
15396
506
6.0
3999
0.0
10885
0.0
0.0
0.0
0.0
23301

2024e
8009
98.0
6423
0.0
0.0
1038
450
15687
506
6.0
4290
0.0
10885
0.0
0.0
0.0
0.0
23696

2025e
8145
98.0
6559
0.0
0.0
1038
450
15760
506
6.0
4363
0.0
10885
0.0
0.0
0.0
0.0
23905



DDM calculation

DDM valuation (MEUR) 2023e 2024e 2025e 2026e 2027e 2028e 2029e 2030e 2031e 2032e TERM
Sampo’s result 175 1158 1212 1209 1211 197 1183 1206 1229 1252 1252
Sampo’s dividend 1054 1076 881 930 1090 1078 1065 1085 1106 127 21891
Payout ratio 90% 93% 73% 77% 90% 90% 90% 90% 90% 90%

Growth in Sampo’s dividend -212% 22% -18.2 % 5.6 % 17.2% -11% 1.2 % 19 % 1.9 % 1.9 % 2.0%
Dis. dividend 1036 986 752 741 809 746 688 653 621 590 11459
Disc. cumulative dividend 19081 18045 17059 16306 15566 14757 14010 13323 12669 12049 11459
Equity value, DDM 19081

Per share EUR 38.0

Cash flow breakdown

Cost of capital

Risk-free interest rate 2.5%

Market risk premium 4.8%

Company Beta 1.00

Liquidity premium 0.0%

Cost of equity 7.3% 122023-2027
WACC-% 6.7% 2028-2032

u TERM




Summary

Income statement

Insurance premium income

Profit before taxes
Net profit

Extraordinary items

Balance sheet

Balance sheet total
Equity capital
ROE-%

Source: Inderes

2020
8412
380

38
-1161

2020
56529
12258

03%

2021
9746
3172
2568
982

2021
61061
13464
212%

2022
8267
1924
2107
138

2022
39212
10178
18.8 %

2023e
7662
1485
175

2023e
23301
7905
13.8 %

2024e
8349
1622
1158

2024e
23696
8009
15.4 %

Per share data
EPS (reported)
EPS (adj.)
Dividend / share

Book value / share

If P&C key figures

Insurance premium income

Insurance premium income growth

Investment income
Combined ratio
Risk ratio

Cost ratio

2020

0.07
215
1.70
20.5

2020

4589
4.6 %
90
82.1%
60.7 %
215%

2021

4.63
2.86
4.10
231

2021

4772
6.0 %
174
813 %
59.9 %
21.4 %

2022

3.97
3.7
2.60
181

2022

5024
53 %
278
86.6 %
65.0 %
216 %

2023e
2.31
2.31
210
14.7

2023e

5135
22 %
589
825 %
61.0 %
215 %

2024e

2.34
2.34
2.20
15.3

2024e

5392
5.0 %
567
82.8 %
61.5 %
213 %



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 respectto 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
3/17/2020
4/30/2020
5/7/2020
6/16/2020
8/6/2020
10/9/2020
11/5/2020
1/20/2021
2/12/2021
2/25/2021
4/7/2021
5/6/2021
8/5/2021
9/24/2021
11/4/2021
12/9/2021
2/10/2022
5/5/2022
5/23/2022
8/4/2022
10/27/2022
11/3/2022
2/13/2023
5/11/2023
6/14/2023
8/10/2023
10/2/2023

Recommendatio
n

Buy

Buy
Accumulate
Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

Buy

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

Accumulate

Target Share price

30.00€
34.00€
33.00€
3400 €
35.00 €
38.00€
38.00€
38.00€
41.00 €
41.00 €
43.00€
44.00 €
45.00 €
46.00 €
48.00 €
48.00 €
49.00 €
48.00 €
44.00 €
46.00 €
46.00 €
46.00 €
46.00 €
47.00 €
44.00 €
44.00 €
39.00€

2383 €
3085€
3040 €
3040 €
3030€
35.20€
3414 €
3528 €
36.04€
36.95€
39.23€
3985 €
4239 €
4335€
46.73 €
4409 €
4535 €
4585 €
476 €
437 €
46.67 €
4432 €
4550 €
46.15 €
43.08 €
4035 €
4098 €
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Connecting investors and companies

Inderes connects investors and listed companies. We help
over 400 Nordic listed companies to better serve their
shareholders. Our community is home to over 70 000
active investors. Our social objective is to democratize
information in the financial markets.
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Juha Kinnunen Mikael Rautanen Sauli Vilén
2012, 2016, 2017, 2018, 2019, 2020 2014, 2016, 2017, 2019 2012, 2016, 2018, 2019, 2020

Antti Viljakainen Olli Koponen Joni Gronqvist
2014, 2015, 2016, 2018, 2019, 2020 2020 2019, 2020

Erkki Vesola Petri Gostowski Atte Riikola
2018, 2020 2020 2020
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