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Transtema: Still set for a better 2025
Redeye retains its positive view of Transtema following a Q1 report with strong growth but a slightly
lower y/y margin increase than expected.

Strong organic growth in Sweden

Sales was SEK597m (500) and came in 9% above our forecast of SEK550m. Organic growth was 20%, and our forecast was 10%. The

solid number results from a strong development in the Swedish market (30% growth), while the Norwegian market (-4% growth) remains

challenging. The strong growth in the Swedish market follows the solid deal flow seen in 2023-2024 and an overall healthy deal flow of

installations. We believe Sweden will sustain a high growth rate in 2025, although at a slower pace than the 30% seen in this quarter. We

forecast 6% growth on the group level in 2025.

Sales mix hurting EBITA – yet solid y/y improvement

Adjusted EBITA was SEK16m (3), below our forecast of SEK 20m. The adjusted EBITA margin was 2.7% (0.6), lower than our forecast of

3.6%. While a significant improvement to the soft Q1 in 2024, our expectations were somewhat higher. According to management, the y/y

improvement in margins was due to the strong sales development in Sweden. However, as the growth was driven by installation, with a

higher share of subcontractors and generally lower margins, the impact on margins and EBITA was more limited. Also, the number of

service and maintenance orders, with higher margins, was lower than usual in the quarter, resulting in a relatively low utilisation of the

service workforce, negatively impacting margins. There is a seasonal element to this; management sees no reason to expect structurally

lower service and maintenance going forward.

Base Case unchanged at SEK27 (27)

We leave our Base Case at SEK27 following largely unchanged forecasts. The momentum in Sweden remains strong, although the sales

mix limited the margin improvement, and as copper finally fades and new deals are getting active, things should move in the right

direction for Transtema. Also, Norway seems to have stabilised, although at a low level. The company is trading at 5.6x EBITA 2025e,

suggesting solid upside potential if reaching our expectations of 4.2% in EBITA margin, still below potential levels.

Key Financials

SEKm 2024 2025e 2026e 2027e 2028e

Net Sales 2,488.7 2,643.5 2,802.2 2,942.3 3,001.1

Sales Growth -7.4% 6.2% 6.0% 5.0% 2.0%

EBITA 139.4 188.5 225.4 233.0 236.1

EBIT 40.1 91.9 120.2 127.8 130.9

EBIT Margin 1.6% 3.5% 4.3% 4.3% 4.4%

Net Income -10.8 55.8 85.4 91.3 93.7

EV/Sales 0.3 0.2 0.2 0.1 0.1

EV/EBIT 18.5 6.9 4.3 3.1 2.1

EBITA Margin 2.7% 4.2% 5.2% 5.2% 5.2%

EV/EBITA 11.19 5.69 3.53 2.59 1.78

Bear 11.0

Base 25.0

Bull 45.0

Price 14.6
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Review of Q1 2025

Estmates

Sales Q1E 2025 Q1A 2025 Diff Q1A 2024 Q4A 2024

Net Sales 550 597 9% 500 790

Y/Y Growth (%) 10% 20% -23% 9%

Earnings

EBITA 20 16 -18% 3 45

EBITA Margin (%) 3.6% 2.7% 0.6% 5.7%

Diluted EPS 0.20 0.06 -70% -0.33 -0.12

Sales: 20% Organic
Growth, 30% in Sweden

Sales was SEK597m (500) and came in 9% above our forecast of SEK550m. Organic growth was 20%, and our forecast was 10%. The
solid number results from a strong development in the Swedish market, while the Norwegian market remains challenging.

Sweden had an impressive 30% organic growth y/y. The strong growth in the Swedish market follows the solid deal flow seen in recent
quarters and an overall healthy deal flow of installations. As some additional deals will become active in 2025 and considering the
relatively easy comparable figures in Q2-Q3 2024, along with copper becoming more or less insignificant, we believe Sweden will sustain
a high growth rate in 2025, although at a slower pace than the 30% seen in this quarter. We are encouraged to see the strong growth
momentum in Sweden, showing that Transtema is executing well on the orders received in 2023-2024.

Norway continued to experience a challenging market and saw its sales decline by 4% organically y/y, although a clear improvement
relative to -16% in Q4. The Norwegian market remains cautious, and Transtema continues to restructure its organisation to align it with
the soft market conditions.

Sales & Growth

Source: Transtema (actuals), Redeye (estimates)
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Profitability and Cash
Flow: Improving y/y but
below forecast

Adjusted EBITA was SEK16m (3), below our forecast of SEK 20m. The adjusted EBITA margin was 2.7% (0.6), lower than our forecast of
3.6%. While a significant improvement to the soft Q1 in 2024, our expectations were somewhat higher. Even though Q1 is usually a soft
quarter due to seasonality, we believe higher levels are needed to reach 5% in the full year or even 7% (as the financial target).

According to management, the y/y improvement in margins was due to the strong sales development in Sweden. However, as the growth
was driven by installation, with a higher share of subcontractors and generally lower margins, the impact on margins and EBITA was more
limited. Also, the number of service and maintenance orders, with higher margins, was lower than usual in the quarter, resulting in a
relatively low utilisation of the service workforce, negatively impacting margins. There is a seasonal element to this, and management
sees no reason to expect structurally lower service and maintenance going forward (fibre has less need for service compared to copper,
but that is expected and taken into account already).

While Norway remained soft, management pointed out that its margin was not in negative territory. Even though the market is likely to
remain soft, ongoing initiatives should improve profitability. Norway is a more competitive market than Sweden, usually with more players
competing for deals, likely limiting the margin potential somewhat.

Transtema ended the quarter with SEK77m in cash, following a negative cash flow partly due to negative NWC contribution. Strong sales
growth and a “backlash” from a large release of NWC in Q4 explaining the number. Interest-bearing debt was SEK223m, resulting in a net
debt of 0.7x EBITDA 2025e.

EBITA & Margin

Source: Addnode (actuals), Redeye (estimates)
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Estimate Revisions:
Slight cuts to 2025, slight
increases to 2026

We raise our sales forecasts for 2025-2026 by 5% and 3% respectively. While we do not extrapolated the full extent of the solid growth in
this quarter, the underlying demand in the Swedish market seems to be somewhat stronger than we previously expected.

Regarding EBITA, we lower 2025 by 5% and increase 2026 by 2%. For 2025, the lower-than-expect EBITA in Q1 and slightly lowered
margin assumptions for the remainder of 2025 outweigh the increased sales forecast. However, for 2026, roughly unchanged margin
assumptions and increased sales forecasts resulted in a slightly higher EBITA forecast.

Overall, we forecast 6% growth in 2025 and 2026 – all organic – and EBITA margins of 4.2% and 5.2% respectively.

The financial targets remain unchanged at +10% sales growth and +7% EBITA margin. However, we believe a substantially stronger market
is needed to reach the +7% EBITA margin target. On the other hand, considering the current valuation of Transtema, reaching 5% in the
next year or earlier is well enough to make the upside attractive.

Estimate Revisions

Sales FYE 2025 Old Change FYE 2026 Old Change

Net Sales 2644 2526 5% 2802 2728 3%

Y/Y Growth (%) 6% 2% 6% 8%

Earnings

EBITA 111 117 -5% 145 142 2%

EBITA Margin (%) 4.2% 4.6% 5.2% 5.2%

Diluted EPS 1.30 1.47 -11% 1.99 1.92 3%

Forecasts

Sales FYA 2024 Q1A 2025 Q2E 2025 Q3E 2025 Q4E 2025 FYE 2025 FYE 2026 FYE 2027 FYE 2028

Net Sales 2489 597 682 638 727 2644 2802 2942 3001

Y/Y Growth (%) -7% 20% 12% 8% -8% 6% 6% 5% 2%

Earnings

EBITA 66 15 27 29 40 111 145 153 156

EBITA Margin (%) 2.7% 2.5% 4.0% 4.5% 5.5% 4.2% 5.2% 5.2% 5.2%

Diluted EPS -0.23 -0.02 0.33 0.36 0.56 1.30 1.99 2.12 2.18
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Valuation We leave our Base Case at SEK27 following largely unchanged forecasts. The momentum in Sweden remains strong, although the sales
mix limited the margin improvement, and as copper finally fades and new deals are getting active, things should move in the right
direction for Transtema. Also, Norway seems to have stabilised, although at a low level. The company is trading at 5.6x EBITA 2025e,
suggesting solid upside potential if reaching our expectations of 4.2% in EBITA margin, still below potential levels. However, most peers
are trading at similar valuation multiples, indicating scepticism from investors for the whole industry.

Fair Value Range - Assumptions

Bear Case Base Case Bull Case

Value per share, SEK 13 27 45

Sales CAGR

2025 - 2032 1% 3% 6%

2032 - 2042 1% 2% 4%

Avg EBIT margin

2025 - 2032 2% 4% 5%

2032 - 2042 3% 5% 6%

Terminal EBIT Margin 2% 4% 6%

Terminal growth 2% 2% 2%

WACC 11% 11% 11%

Source: Redeye Research

Peer Valuation

Utility Services EV Sales EV/SALES EV/EBIT Sales growth EBIT margin

Company (SEKm) 24e 24e 25e 26e 24e 25e 26e 24e 25e 26e 24e 25e 26e

Eltel 2,428 9,278 0.3 0.2 0.2 8.7 7.0 6.0 0% 3% 3% 3.0% 3.5% 3.8%

Bravida 20,803 29,048 0.7 0.7 0.6 11.5 10.1 9.0 -2% 4% 3% 6.2% 6.6% 6.8%

Netel 1,210 3,421 0.4 0.3 0.3 6.5 5.5 4.6 4% 5% 5% 5.4% 5.7% 6.0%

Transtema 716 2,489 0.3 0.2 0.2 17.9 6.8 4.2 -7% 6% 6% 1.6% 3.5% 4.3%

Average 6,289 11,059 0.4 0.4 0.3 11.1 7.4 5.9 -1% 5% 4% 4.1% 4.8% 5.2%

Median 1,819 6,350 0.3 0.3 0.3 10.1 6.9 5.3 -1% 4% 4% 4.2% 4.6% 5.2%

Source: Redeye, Company reports, FactSet
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Investment Thesis

Case From construction to installations, operations, and maintenance

Following a few years with a focus on Fiber-To-The-Home (FTTH) construction which ended badly, Transtema
has reshaped its business, concentrating on stable installations, operations, and maintenance markets. With its
nationwide reach in Sweden and substantial presence in Norway, Transtema has a solid position to capture
growth stemming from structural trends driving the need for the availability and reliability of communication
networks. In addition, recent EV charging and coax acquisitions allow for higher utilization of the nationwide
service network and reduced customer concentration.

Evidence Stability, margins, and growth in place following the recent transformation

Since the transformation towards installations, operations, and maintenance in 2020, Transtema has delivered
stable EBITA margins of ~7%, among the highest levels in the industry. Despite the eroding copper business,
Transtema has achieved solid organic growth fueled by 5G and fiber installations. The acquisition of Tessta has
been a success so far. Combined with the offering-expanding acquisitions of North Projects and Bäcks,
Transtema has reduced customer concentration and improved its growth prospects.

Challenge Exposure to legacy technology

With about 20% of sales stemming from copper, Transtema will experience a growth headwind as copper is
expected to erode over the next few years. However, the decline of legacy technology and the rise of new
solutions is a normality in the communications industry. Although Transtema needs to compensate with revenue
from newer technologies, following recent acquisitions in, for example, the surging EV charging sector, and the
site-management deal, we believe the prospects are solid.

Significant customer concentration

Although the customer concentration has decreased following recent acquisitions, Transtema generates about
40% of its sales from Telia. While a few huge players characterize the telecommunications market, we believe
customer concentration is a risk in Transtema. On the other hand, Telia also depends on Transtema, as it would
be challenging for a competitor to provide similar services, at least in the short term. Following the recent
acquisitions, we believe the customer concentration will decrease further.

Valuation Fair Value SEK 27

Our DCF model shows a fair value of SEK 27, which is also supported by a peer valuation. While the strong
performance seen in 2021-22 motivates a premium to the sector, Transtema has experienced a negative impact
from the weaker market, hurting margins and growth.
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Redeye Quality Rating

Company Quality Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These are the building
blocks that enable a company to deliver sustained operational outperformance and attractive longterm earnings growth.

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely accepted and tested
investment criteria and used by demonstrably successful investors and investment firms. Each sub-category may also include a
complementary check that provides additional information to assist with investment decision-making.

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for each sub-category.
The overall score for a category is the average of all sub-category scores, based on a scale that ranges from 0 to 5 rounded up to the
nearest whole number. The overall score for each category is then used to generate the size of the bar in the Company Quality graphic.

People 4 At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business is a significant part
of understanding the long-term drive of the company. It all comes down to doing business with people you trust, or at least avoiding
dealing with people of questionable character. character.

The People rating is based on quantitative scores in seven categories: categories:

1. Passion 2. Execution 3. Capital Allocation 4. Communication 5. Compensation 6. Ownership 7. Board

Positives

Strong leadership with a clear long-term vision, focusing on
pan-Nordic presence, sustainability, and security in the
telecom sector.

Decentralized organization promoting accountability, with a
well-defined strategic plan and consistent communication
of company values.

Transparent and timely investor communication, with
management being candid about mistakes and focusing on
long-term business value.

Founder involvement as chairman and significant insider
ownership (about 20%) demonstrate alignment with
shareholder interests.

Diverse board with relevant expertise in finance,
entrepreneurship, and telecom, supporting the company's
strategy and M&A ambitions.

Negatives

Management team's average tenure is slightly less than
five years, potentially limiting institutional knowledge and
continuity.

Recent investments, particularly acquisitions in Norway,
have not generated attractive returns on capital.

Share count has increased over time without
corresponding EPS growth, potentially diluting shareholder
value.

Less than 50% of board members have substantial
holdings, potentially reducing alignment with shareholder
interests.

Business 3 If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage customers, create
value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing the business model inside out will provide
you some level of certainty and reduce the risk when you buy a stock.

The Business rating is ased on quantitative scores in seven categories:

1. Business Scalability 2. Market Structure 3. Value Proposition 4. Economic Moat 5. Operational Risks

Positives

Transtema benefits from secular tailwinds in digital
communication, driving demand for its services and
positioning it well for future growth.

The company operates in a market with few dominant
players, reducing competitive pressure and potentially
allowing for better pricing power.

Transtema's core business of installation, service, support,
and maintenance for communication networks is unlikely to
be disrupted, providing long-term stability.

The company is proactively promoting environmental
sustainability through initiatives like using renewable fuels
and transitioning to electric vehicles.

Transtema works closely with customers, fostering
innovation and transparency in its business relationships.

Negatives

Transtema's revenue base is not well diversified, with a
high dependence on key customers like Telia and Telenor,
potentially impacting bargaining power and stability.

The company's installation business has clear cyclical
exposure, which could lead to revenue volatility during
economic downturns.

Transtema's competitive advantages are not easily
identifiable or sustainable in the long term, given the nature
of its service-based business model.

The company's returns on invested capital are currently at
a low level, potentially indicating challenges in value
creation.

Employee satisfaction appears to be low, with a negative
eNPS score, which could impact productivity, talent
retention, and overall company performance.
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Redeye Quality Rating

Financials 2 Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the financial soundness of a
business. Also, these ratios are key factors that will impact a company’s financial performance and valuation. However, you only need a
few to determine whether a company is financially strong or weak.

The Financial rating is based on quantitative scores that are grouped into five separate categories:

1. Earnings Power 2. Profit Margin 3. Growth Rate 4. Financial Health 5. Earnings Quality

Positives

Return on Assets outperforms industry average, suggesting
superior asset utilization and profit generation.

Consistent above-average revenue growth over the last
five years, signaling market share gains and competitive
strength.

Healthy debt management with Net Debt less than two
times Operating Cash Flow and five times Free Cash Flow.

Efficient inventory management with inventory-to-sales
ratio below 20% and its 5-year average.

Negatives

Return on Equity (ROE) below 20% for the last five years,
suggesting inefficient use of shareholder capital.

Earnings growth inconsistent and below historical
averages, potentially impacting long-term valuation.

Lack of consistent dividend growth and payments, limiting
appeal for income-focused investors.

Rating Distribution Redeye Covered Companies

Rating People Business Financials

5 6 8 1

3-4 137 123 43

0-2 16 28 115

Companies 159 159 159

Disclaimer Redeye does not issue any investment recommendations for fundamental research. However, Redeye has developed a proprietary
research and rating model, Redeye Rating, in which each company is analyzed and evaluated. This research aims to provide an
independent assessment of the company in question, its opportunities, risks, etc. The purpose is to provide an objective and professional
set of data for owners and investors to use in their decision-making.

Redeye Equity Research Transtema 9 May 2025 9



Financials

Income Statement

SEKm 2024 2025e 2026e 2027e 2028e

Net Sales 2,488.7 2,643.5 2,802.2 2,942.3 3,001.1

Other Income 2.9 1.9 2.0 2.0 2.0

Total Revenue 2,491.7 2,645.4 2,804.2 2,944.3 3,003.1

Cost of Sales 1,153.1 1,281.9 1,401.1 1,471.1 1,500.6

Gross Profit 1,335.7 1,361.7 1,401.1 1,471.1 1,500.6

Operating Expenses 1,174.5 1,151.0 1,157.5 1,221.7 1,247.3

EBITDA 161.2 210.7 243.6 249.4 253.3

Depreciation and
Amortization 47.9 41.1 43.4 41.6 42.4

EBIT 40.1 91.9 120.2 127.8 130.9

Net Financial Items 105.2 21.1 10.7 10.7 10.7

EBT -6.8 70.7 109.5 117.1 120.1

Income Tax Expenses -4.4 -14.9 -24.1 -25.8 -26.4

Net Income -10.8 55.8 85.4 91.3 93.7

Balance Sheet

SEKm 2024 2025e 2026e 2027e 2028e

Assets

Non-current assets

Property, Plant and
Equipment (Net) 40.1 30.6 25.6 26.9 27.7

Goodwill 381.2 381.2 381.2 381.2 381.2

Intangible Assets 303.9 269.0 243.8 218.6 193.4

Right-of-Use Assets 184.2 184.8 184.8 184.8 184.8

Other Non-Current
Assets 5.6 7.3 5.4 5.4 5.4

Total Non-Current
Assets 915.0 873.0 840.8 816.9 792.5

Current assets

Inventories 17.1 26.4 28.0 29.4 30.0

Accounts Receivable 238.5 264.4 280.2 294.2 300.1

Other Current Assets 347.3 343.7 364.3 382.5 390.1

Cash Equivalents 126.1 214.9 332.1 448.7 567.4

Total Current Assets 728.9 849.3 1,004.6 1,154.9 1,287.7

Total Assets 1,643.9 1,722.3 1,845.4 1,971.8 2,080.2

Equity and Liabilities

Non-current liabilities

Long Term Debt 226.8 223.3 223.3 223.3 223.3

Long Term Lease
Liabilities 114.6 115.9 115.9 115.9 115.9

Other Non-Current
Lease Liabilities 52.0 49.5 49.5 49.5 49.5

Total Non-Current
Liabilities 393.4 388.7 388.7 388.7 388.7

Current liabilities

Short Term Debt 0.0 0.0 0.0 0.0 0.0

Short Term Lease
Liabilities 73.1 74.1 74.1 74.1 74.1

Accounts Payable 259.3 290.8 308.2 323.6 330.1

Other Current Liabilities 361.6 370.1 392.3 411.9 420.2

Total Current Liabilities 694.0 735.0 774.7 809.7 824.4

Equity 556.5 598.6 684.0 775.3 869.0

Total Liabilities and
Equity 1,643.9 1,722.3 1,847.3 1,973.7 2,082.1

Cash Flow

SEKm 2024 2025e 2026e 2027e 2028e

Operating Cash Flow 185.6 183.0 210.4 214.3 216.7

Investing Cash Flow -113.2 -11.9 -13.2 -17.7 -18.0

Financing Cash Flow -15.1 -80.2 -80.0 -80.0 -80.0

Cash Flow For The
Period 58.0 92.0 117.2 116.7 118.7
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Disclaimer

Important information Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies
in the Nordic region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate
Finance, equity research and investor relations. Our strengths are our award-winning research department, experienced advisers, a
unique investor network, and the powerful distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject
to the supervision of the Swedish Financial Supervisory Authority.
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial
instruments, prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial
instruments on behalf of clients, place financial instruments without position taking, provide corporate advice and services within mergers
and acquisition, provide services in conjunction with the provision of guarantees regarding financial instruments and to operate as a
Certified Advisory business (ancillary authorization).

Limitation of liability This document was prepared for information purposes for general distribution and is not intended to be advisory. The information
contained in this analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the
information. The forward-looking information in the analysis is based on subjective assessments about the future, which constitutes a
factor of uncertainty. Redeye cannot guarantee that forecasts and forward-looking statements will materialize. Investors shall conduct all
investment decisions independently. This analysis is intended to be one of a number of tools that can be used in making an investment
decision. All investors are therefore encouraged to supplement this information with additional relevant data and to consult a financial
advisor prior to an investment decision. Accordingly, Redeye accepts no liability for any loss or damage resulting from the use of this
analysis.

Potential conflict of
interest

Redeye's research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure
the independence of its analysts. The following applies:

• For companies that are the subject of Redeye's research analysis, the applicable rules include those established by the Swedish
Financial Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore,
Redeye employees are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its
analysis plus one trading day after this date.

• An analyst may not engage in corporate finance transactions without the explicit approval of management and may not receive a
remuneration directly linked to such transactions.

• Readers of these reports should assume that Redeye may have received or will receive remuneration from the company/companies
cited in the report for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not
dependent on the content of the research.

Redeye's research
coverage

Redeye's research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time.
Unless otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for
example in the event of significant changes in market conditions or events related to the issuer/the financial instrument.

Recommendation
structure

Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary
analysis and rating model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an
independent assessment of the company in question, its opportunities, risks, etc. The purpose is to provide an objective and professional
set of data for owners and investors to use in their decision-making.

Duplication and
distribution

This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed
to physical or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable
laws or other regulations.
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