
Enedo
Company update
02/19/2021

Inderes Corporate customer

This report is a summary translation of the report “Paremman huomisen voi jo hahmotella” published on 02/19/2021
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Enedo Company update 2/19/2021 08:00

Analysts

Key figures

(previous Sell

Sell

0.70

(previous EUR 1,00)

0.60 EUR

Recommendation

Share price:

We reiterate our Sell recommendation and revise our target price to EUR 0.60 (previously EUR 1.00). Enedo’s future 
financing arrangement will provide the company with the necessary financial resources to put the foundation in 
order and to prepare for a sustainable turnaround. However, focusing on long-term opportunities always has a 
price, and in this case it’s a painful dilution of existing owners' shares. Furthermore, after the issue, the share is not 
cheap enough given the risks related to the turnaround.  

Performance didn’t meet our expectations 

Enedo's net sales decreased by 7% to EUR 18.8 million, which was in line with our estimate of EUR 19.3 million. As 
expected, the main driver for the decrease in net sales was the uncertainty caused by the COVID pandemic, which 
was visible in the decreased deliveries of Power Supplies and LED Drives. Geographically, the US market took the 
hardest hit, where net sales fell by 35% year-on-year. With its negative earnings revision in October, Enedo
commented on the painful situation in the US, so the weak figures didn’t come as a surprise. The bright spot of the 
report was again the Power Systems product line with 30% increased sales.  In H2, Enedo reached EUR -0.6 million 
in EBITDA, which was significantly lower than our estimate that anticipated stable earnings. The earnings level was 
burdened by lower net sales than in the comparison period and by additional costs caused by the COVID 
pandemic, which the company couldn’t fully offset with its own temporary savings measures. 

We added milestones for the turnaround program to our estimates 

In Enedo’s 2021 guidance net sales surpass EUR 40 million, operating EBITDA is positive and adjusted operating 
result is improving but remains negative. We have adjusted our forecast for the current year to comply with the 
company's guidance. For FY2021, we expect Enedo's net sales to settle at EUR 42 million and adjusted operating 
loss to be EUR 0.3 million, reflecting the recovering operating landscape and improved cost-effectiveness. In 2021, 
we expect the direct benefits of the turnaround program to be moderate. We expect that the efficiency 
improvements start to be clearly visible in 2022 and 2023. Reflecting this, we have also significantly adjusted our 
estimates for this period. For net sales, we expect the company to reach the sought-after 5-10% growth target in the 
medium term. Looking further, we also think that the new major owner, Inission, brings interesting opportunities 
with its industry expertise and networks. 

We retain our cautious stance 

Considering future share issues, Enedo’s market cap is currently EUR 18 million and debt-free enterprise value (EV) 
is EUR 22 million. 2021 will be the year of building the foundation and preparing the turnaround. Because of this, 
we expect the result lines to remain in the red, except for EBITDA. In our opinion, eyes should be set to 2022 when 
examining the valuation. Then, according to our assessment, the company should already be clearly in the 
turnaround and, at the same time, the earnings level should give first indication of sustainable earnings capacity. 
With our 2022 forecasts, the company's EV/EBITDA ratio is 7x and EV/EBIT 22x. These levels are very high when 
Enedo’s company profile is considered. Even though we believe that the company will be able to carry out the 
turnaround with the new owner and the strengthening capital structure, we don't believe that the current valuation 
picture is sufficiently rewarding considering upcoming dilution and turnaround risks. Therefore, we still believe that 
following the situation from the sidelines is the best bet. 

Joonas Korkiakoski

+358 40 182 8660

joonas.korkiakoski@inderes.fi

2020 2021e 2022e 2023e

Net sales 39 42 46 48

growth % -11% 10% 7% 5%

EBIT adj. -3.9 -0.3 1.0 1.4

EBIT % adj. -10.2% -0.6% 2.2% 3.0%

Net profit -6.2 -1.0 0.5 0.7

EV/EBITDA (adj.) neg. 12.6 7.1 5.5

EV/EBIT (adj.) neg. neg. 22.1 14.3

Source: Inderes
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Value drivers Risk factors Valuation

18
MCAP

EUR million

7x
EV/EBITDA

2022e

23
EV

EUR million

neg.
EV/EBIT

2021e

• Implemented structural 

arrangements and future 

financing arrangement create 

preconditions for a sustainable 

turnaround

• Powernet synergies and new 

product launches in growing 

customer segments 

• Economies of scale that are 

realizable through organic 

growth 

• Profitability is still very low 

• New strategy hasn’t been 

properly tested yet 

• No concrete evidence of the 

progress of the turnaround 

• Failure in product 

development would undermine 

competitiveness already in the 

short term 

• Market cap (18 MEUR) and 

enterprise value (22 MEUR) 

that take future share issues 

into account aren’t low 

considering the expected 

earnings capacity of the next 

few years 

• Return/risk ratio is worsened 

by the strong upcoming 

dilution and the usual risks 

related to the progress of the 

turnaround 

*Future financing arrangements are taken 

into account

0,0

2,0

4,0

6,0

8,0

10,0

12,0

14,0

16,0

18,0

20,0

2/16 11/16 8/17 5/18 2/19 11/19 8/20

Enedo OMXHCAP

Source: Thomson Reuters

52,4

43,3
38,5

42,5
46,7

50,0

-14,0 %

-12,0 %

-10,0 %

-8,0 %

-6,0 %

-4,0 %

-2,0 %

0,0 %

2,0 %

4,0 %

6,0 %

2018 2019 2020 2021e 2022e 2023e

Net sales Adj. EBIT-%

Lähde: Inderes



Net sales in line with our forecasts 

Enedo's net sales decreased by 7% to EUR 18.8 
million, which was in line with our estimate of EUR 
19.3 million. As expected, the main driver for the 
decrease in net sales was the uncertainty caused by 
the COVID pandemic, which was visible in the 
decreased deliveries of Power supplies and LED 
Drives. Geographically, the US market took the 
hardest hit, where net sales fell by 35% year-on-year. 
With its negative earnings revision in October, Enedo 
commented on the painful situation in the US, so the 
weak figures didn’t come as a surprise. The bright 
spot of the report was again the Power Systems 
product line with 30% increased sales. The strategic 
importance of the product line that is small in 
absolute terms is essential. The end use of the 
product line typically requires tolerance for 
demanding conditions and high technology. In our 

view, Enedo is at its best in these demanding 
environments and, thus, the good improvement of 
the Power Systems product line is good proof of 
Enedo’s competitiveness.  

The company commented that that, as planned, it 
had been able to catch up on delays that were 
caused by the shutdown of the Tunis plant in H1 and 
that production has been running throughout H2. 
However, we estimate that the plant hasn’t been able 
to run normally, which inevitably has caused certain 
efficiency friction for the company. 

Result below our expectations 

In H2, Enedo reached EUR -0.6 million in EBITDA, 
which was significantly lower than our estimate that 
anticipated stable earnings. The earnings level was 
burdened by lower net sales than in the comparison 
period and by additional costs caused by the COVID 

pandemic, which the company couldn’t fully offset 
with its own temporary savings measures. However, 
the softness of the H2 numbers is not particularly 
relevant, reflecting the financing arrangement which 
was announced earlier in the week, and which 
improves the foundation for the turnaround and 
decreases the risk profile. 

Performance that didn’t meet our expectations 

Estimates H2'19 H2'20 H2'20e H2'20e Difference (%) 2020e

MEUR /  EUR Comparison Actualized Inderes Consensus Low High Act. vs. inderes Inderes

Revenue 20.3 19.3 19.3 0% 39.0

EBITDA 0.2 0.2 0.2 0% 0.1

EBIT (adj.) -1.5 -1.5 -1.5 0% -3.3

EBIT -1.5 -1.5 -1.5 0% -3.4

EPS (reported) -0.17 -0.20 -0.48

Revenue growth-% 17.3 % -5.0 % -5.0 % 0 pp -10.0 %

EBIT-% (adj.) -7.4 % -7.9 % -7.9 % 0 %-yks. -8.4 %

Source: Inderes

Consensus



We added milestones for the turnaround program to our estimates 

Estimate changes 2021-2023e:

• In Enedo’s 2021 guidance net sales surpass EUR 40 million, operating EBITDA is 

positive and adjusted operating result is improving, but remains negative.

• We have adjusted our forecast for the current year to comply with the updated 

guidance. In our assessment, the main drivers behind the updated guidance are 

the operating landscape that recovers toward the end of the year and the 

measures in H2 that aim at permanent savings of EUR 4 million. 

• The demand situation of the early year in particular is still affected by pandemic-

related factors. We estimate that these will affect consumer-driven end-use 

investments, such as lighting solutions for stadiums. 

• In addition, the figures reported in 2021 are burdened by some EUR 0.7 million of 

administration costs related to the planned financing arrangements. 

• In 2022, we expect the company to get the savings program up and running, but 

the impact of the measures won't be properly visible before the 2023 figures.  

• From 2022 onward, we expect net sales to increase at a rate of 5%, which is in 

line with the company's financial objectives. The key growth drivers are Power 

Systems’ success and the market growth under LED Drivers. This is driven by, 

among other things, digitalization and the increasing need for smart lighting 

solutions (i.e. the megatrend of aging population is behind this).

• For the balance sheet, we have already considered the new capital of EUR 12 

million. 

• In the long term, we believe that the new main owner, Inission Ab, will be able to 

offer Enedo opportunities that would otherwise be out of its reach.  

Earnings growth drivers 2021-2023e 

• Overall recovery of the operating landscape and its reflection on the Power 

Supplies and LED Drivers product lines. Organic volume growth should also 

scale reasonably well. In 2021, the first measure of the savings programshould 

also support earnings growth, especially later in the year. 

• From 2022 onward, we expect that the measures of the savings program and 

organic volume growth offer the company's earnings growth a kind of double 

leverage (i.e. sales go up and cost level goes down). 

• To our understanding, Enedo's products are more competitive, the more 

demanding the conditions and the more technical the solution. However, the 

product portfolio requires a lot of continuous product development resources. 

Because of this, the critical mass i.e., net sales must be significant, so that the 

result is visible on the operating profit and net result lines as well. 

• It’s possible to run a sustainably healthy business in this sector (i.e. operating 

profit margin > 3%), but it requires a sufficiently cost-oriented approach and 

proper positioning. We believe that Enedo's market position is good and in this 

regard the company doesn't need to catch up. Improving structural efficiency 

will also become easier with better financial resources, and our confidence in 

Enedo’s turnaround has strengthened. 



We examine the post-issue valuation 

In a world where the future share issues have been 
carried out, Enedo’s market cap is currently EUR 18 
million and debt-free enterprise value (EV) is EUR 22 
million. In our assessment, 2021 will still be a year of 
building the foundation and preparing the turnaround 
for Enedo. Therefore, we don’t believe that examining 
the valuation with our 2021 forecasts will paint a 
truthful picture of the company's pricing. In 2022, we 
expect the company to reach EUR 3.7 million in 
EBITDA and, after normal depreciation, EUR 1.0 million 
in operating profit. These levels correspond to the 
EV/EBITDA multiple of 7x for 2022 and the EV/EBIT 
multiple of 22x. The levels are high considering 
Enedo's company profile, even though our forecast 
already includes a very strong earnings turnaround. If 
Enedo were to reach a 50% higher level of EBITDA 
and operating profit than our forecasts in 2022, the 
corresponding multiples would be 4x and 15x. Even 
these levels wouldn’t be particularly low.

Therefore, we think that with the upcoming share 
issues considered Enedo's market value and 
enterprise value are too high compared to our 
expectations.  Even though we believe that the 
company will succeed in the earnings turnaround with 
the help of its new owner and strengthened capital 
structure, we do not see the current valuation picture 
as sufficiently rewarding, given the risks and future 
dilution. In line with this, we believe that watching the 
redistribution of the owner base from the sidelines 
and waiting for a more solid foundation for the 
turnaround to be the most sensible solution.  

We retain our cautious stance Valuation level 2021e 2022e 2023e

Market cap 18 18 18

EV 23 22 20

P/Cash flow neg. 11.4 7.8

P/B 2.0 1.9 1.8

P/S 0.4 0.4 0.4

EV/Sales 0.5 0.5 0.4

EV/EBITDA (adj.) 12.6 7.1 5.5

EV/EBIT (adj.) neg. 22.1 14.3

Dividend/earnings (%) 0.0% 0.0% 0.0%

Dividend yield % 0.0% 0.0% 0.0%

Source: Inderes



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.

Disclaimer

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



Inderes’ mission is to connect listed companies and 
investors. We produce high-quality research and content 
for the needs of our extensive investor community. 

At Inderes we believe that open data is every investor’s 
fundamental right. We guarantee investors’ access to 
award-winning research, insightful video content and an 
active investor community.

For listed companies we ensure that there is always high-
quality information available on the company for investors 
and shareholders for decision making, and that data 
collected from investors can be utilized by the companies. 

Over 100 Finnish listed companies want to serve their 
shareholders and investors through us by utilizing our 
company research services, data driven IR services, 
content creation and consulting.

Inderes Oyj

Itämerentori 2

FI-00180 Helsinki, Finland

+358 10 219 4690

Award-winning research at inderes.fi 
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