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HMS Networks
2025 looking intriguing - up to BUY

• Orders to gradually pick up after the Q2 trough

• Improved orders, cost savings to drive strong earnings growth in '25e

• Valuation now attractive, up to BUY (Hold), TP SEK 500 (435)

Things look better after eight quarters with neg. org. orders
After a period with particularly strong order growth in 2021-2022, organic
orders have now been negative for eight consecutive quarters. Indeed,
some of the weakness derives from the industry's inventory build-ups, but
a significant headwind more recently is derived from the cyclicality of the
market. We note that inventories levels are now close-to normalised, and
we believe the market troughed in Q2, which is also supported by industry
comments (link). In combination with easy comps, this bodes well for a
gradual recovery in orders over the coming quarters, with Q3e being the
first quarter with positive organic orders since Q2'22 (+21% y-o-y vs. down
17-36% over the past six quarters). However, we stress that we expect
a larger delta in Q4e and in the subsequent quarters rather than as early
as Q3e for underlying orders. Nonetheless, with ~62% gross margins and
recent cost savings fully fruitful as of Q2, improved sales on the back of
the higher orders bodes well for a period of strong profit growth in 2025e
(adj. EBITA +36%).

Adj. EBITA down 2-3% in '24e-'26e, due to FX
We make small changes to our organic growth assumptions, but cut
'24e-'26e adj. EBITA by 2-3% due to recent FX movements.

We upgrade to BUY (Hold)
Orders are recovering, margins are improving, the valuation (EV/adj.
EBITA) of 24x '25e is below its historical multiple of 25-30x (ranging
from 20x-45x), and the share is down 15% YTD. Although the Red Lion
acquisition is dilutive to the group's organic growth and finding synergies
may be pushed out in time, we find the setup attractive - particularly in
2025 - and therefore upgrade to BUY (Hold) with a new TP of SEK 500
(435).

Reason: Recommendation change
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Estimate changes (%)

  2024e 2025e 2026e
Sales  -0.7 -1.6 -1.6
EBIT  -2.1 -3.1 -3.0
EPS  -2.8 -3.4 -3.1
Source: ABG Sundal Collier

HMS-SE/HMS SS
Share price (SEK) 22/8/2024 419.60
Target price (435.0) 500.0

MCap (SEKm) 21,114

MCap (EURm) 1,856

No. of shares (m) 50.3

Free float (%) 63.0

Av. daily volume (k) 45
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HMS-SE OMX Stockholm All Share Index

2024e 2025e 2026e

P/E (x) 64.3 33.8 28.5
P/E adj. (x) 46.0 29.2 25.6
P/BVPS (x) 6.14 5.50 4.88
EV/EBITDA (x) 31.3 21.4 18.8
EV/EBIT adj. (x) 38.1 27.2 23.5
EV/sales (x) 7.20 5.86 5.26
ROE adj. (%) 17.7 20.4 20.7
Dividend yield (%) 1.1 1.2 1.4
FCF yield (%) -15.4 3.6 3.9
Le. adj. FCF yld. (%) -15.7 3.3 3.6
Net IB debt/EBITDA (x) 3.1 1.7 1.1
Le. adj. ND/EBITDA (x) 2.7 1.6 1.0

Analyst(s): simon.granath@abgsc.se, +46 8 566 286 32
daniel.thorsson@abgsc.se, +46 8 566 286 82

SEKm 2022 2023 2024e 2025e 2026e

Sales 2,506 3,025 3,239 3,906 4,250
EBITDA 752 873 745 1,067 1,187
EBITDA margin (%) 30.0 28.9 23.0 27.3 27.9
EBIT adj. 625 777 612 840 952
EBIT adj. margin (%) 24.9 25.7 18.9 21.5 22.4
Pretax profit 624 718 404 760 907
EPS 10.89 12.24 6.53 12.42 14.73
EPS adj. 10.80 12.90 9.12 14.35 16.42
Sales growth (%) 27.1 20.7 7.1 20.6 8.8
EPS growth (%) 40.1 12.4 -46.6 90.2 18.6

Source: ABG Sundal Collier, Company Data
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 Company description
HMS Networks is a global supplier of products within the
communication technology area. The primary focus is to
make industrial devices accessible of communicating with
each other. In addition to this, the company develops and
commercializes software for remote monitoring and control.
More than 90% of the total sales is done outside of Sweden,
whereas the central markets are Germany, Japan and the US.

Sustainability information

Risks
Even though a key driver for HMS is the digitalization
trend, it is operating within the industrial segment, which is
characterized by cyclicality. Hence, the demand for HMS’s
products should be affected by the general economic
condition. Another risk lies with competition. HMS is exposed
to competition, which could affect the profitability going
forward. The primary competition is from HMS’s customers
themselves, who can choose to use substitutional self-
developed solutions instead of implementing HMS’s products.

Outgrowing robot installations

Source: ABG Sundal Collier, company data, IFR

Exceptionally low gross margin volatility

Source: ABG Sundal Collier, company data

Forecasts, yearly

Source: ABG Sundal Collier, company data

Org. orders y-o-y

Source: ABG Sundal Collier, company data

EV/EBITA f12m (x) - HMS vs. Nordic HW peers

Source: ABG Sundal Collier, FactSet

EV/EBITA f12m (x)

Source: ABG Sundal Collier, FactSet
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 Improved earnings growth in 2025e
With less destocking headwinds, easy comps and a gradually recovering market,
we forecast org. orders to rise 21% y-o-y in Q3e (the first quarter with positive org.
growth since Q2'22), +58% y-o-y in Q4e, and +17% in '25e. Although Q3e comps in
terms of EBIT are tough, we expect the trajectory of improved organic orders to drive
increased sales, and thereby lead the company to enter a period of improved earnings
growth in Q4e and beyond. We expect this, combined with the share being down 15%
YTD (trading at 24x f12m EV/EBITA vs. its historical avg. of 25x-30x) to benefit the
share. As such, we upgrade to BUY (Hold) with a new TP of SEK 500 (435).

Orders weak recently, but should gradually improve
HMS's operations have historically been sensitive to the general economic situation, and
this has the case been in recent quarters. Amid destocking and normalising demand after
a particularly strong market in 2021-2022, HMS' organic orders have been in decline for
eight consecutive quarters. Although we expect some continued destocking headwinds in
Q3e, we note a much brighter order intake outlook over the coming quarters, driven by: 1)
positive peer comments (see our Q2 summary from robotic peers), 2) troughing Japan MT
orders, 3) a continued upbeat outlook from key customer Rockwell, 4) continued high salary
inflation, which is one of the key drivers for investments in automation, and 5) lower drag
from inventory digestion after Q3e. We forecast Q3e organic orders of +21% y-o-y (vs. down
17-36% in the recent six quarters).

Robot OEM peers/customers orders are normalising
Summarising the Q2 reports for our selection of automation/robotics peers to HMS
(Yaskawa, Fanuc, ABB, Rockwell, u-blox, Omron, Schneider Electric), we conclude that
orders are starting to improve after a 3-year period of deteriorating metrics since the peak
in Q2'21. On average, orders declined 8% y-o-y in Q2 vs. -27% y-o-y in Q1, driven by
easier comps and normalising inventory levels. Several companies are noting sequential
improvements in orders, albeit at a slower pace than previously expected. Nevertheless,
we expect gradual improvements to continue in H2, but with a larger delta in Q4e and in the
subsequent quarters rather than as early as Q3e.

HMS org. order intake vs. orders y-o-y for selected robotics players

Source: ABG Sundal Collier, company data (simple avg. for HMS, Fanuc, Yaskawa, ABB Robotics, Kuka)

Japan MT orders have troughed
There is no official data on HMS's end market, but Japanese Machine Tool orders (0.8
correlation with HMS orders) serve as a good proxy for how the market is performing.
Japan MT orders peaked in March '22, but have now posted three consecutive months of
positive growth (after ~19 months of declines). In our view, this suggests that the market has
bottomed out and is gradually starting to recover.
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 Total Japan MT orders, monthly (JPYm)

Source: ABG Sundal Collier, JMTBA

Japan machinery orders vs. HMS org. orders

Source: ABG Sundal Collier, company data, JMTBA

Rockwell is positive on continued order improvements
Turning to specific industry commentary, US-based Rockwell is HMS's largest customer and
consequently provides the most important outlook to scrutinise. Since Q3'23 Rockwell has
been positive on sequential improvement in orders, after a weaker period exacerbated by
destocking. While we understand that Rockwell's order trajectory has indeed been positive
since then, the company has also clearly highlighted that the uptick in orders in 2024 has
been weaker than it previously expected. It first warned of this in March (link), and the
message was reiterated in May and again in the Q3 (calendar Q2) report on 7 August.
Nevertheless, Rockwell's latest comments point to a continued positive order trend in the
coming quarters, which we think bodes well for HMS. We also note positive expectations for
the Software&Control business when looking at current FactSet consensus estimates, and
this segment has historically shown a good correlation with HMS's organic sales growth (0.9
correlation over the last five years).

Rockwell Software&Control vs. HMS org. sales

Source: ABG Sundal Collier, company data, FactSet

Continued high salary inflation is a tailwind
Looking at labour costs, there is a solid correlation between HMS's organic order growth
rates and real hourly wage growth in the US durable goods manufacturing sector (using
labour costs as a four-quarter leading indicator). Recent growth rates for the latter would
suggest that order growth should improve in H2'24e. While we do not expect this to be a
perfect determinant of new order growth (as it has not been in the past), we argue that it
should provide a tailwind for new orders. We also note that quarterly job vacancy rates in the
EU remain at high levels. This is also a driver for demand, given that robots can substitute
for labour.
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 US real compensation/hour (LHS) vs. HMS org.
orders y-o-y (RHS)

Source: ABG Sundal Collier, company data, FactSet

EU job vacancies

Source: ABG Sundal Collier, Eurostat

Lower drag from destocking after Q3e
The supply chain disruptions experienced in '21-'22 led to inflated orders for most of the
robotics peers, including HMS. In total, HMS recorded inflated orders of SEK 1bn between
Q1'21 and Q4'22, equivalent to ~20% of order intake in the same period, and a reversal of
this has been expected by the market for some time. While the timing of the latter has been
brought forward (we initially expected destocking to weigh on orders in Q1'23), partly due to
a prolonged supply chain drought, this has started to reverse, resulting in a drag on orders
since Q2'23. Although we do not expect the full SEK 1bn to be digested, we model a total of
SEK 660m, of which SEK 610m has been digested so far.

"Boosted" orders (SEKm) in decline

Source: ABG Sundal Collier, company data

Underlying orders vs. inventory effects (SEKm)

Source: ABG Sundal Collier, company data

Ultimately, we expect +21% org. orders y-o-y in Q3e, and +58% y-o-y in Q4e. As shown in
the right-hand chart below, we expect the inventory situation to normalise after Q3e.

Org. orders y-o-y

Source: ABG Sundal Collier, company data

R12m orders vs. r12m sales (SEKm)

Source: ABG Sundal Collier, company data
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 Organic sales and orders y-o-y

Source: ABG Sundal Collier, company data

Our thoughts around Red Lion
The rationale makes sense, but we expect cross-selling to be slow
The acquisition of Red Lion was an important step for HMS in broadening its product
portfolio and increasing its exposure to the US market. At an enterprise value (EV) of SEK
3.7bn (USD 345m), HMS announced the acquisition of Red Lion in December 2023 and the
transaction closed on 1 April 2024. The strategic rationale was to strengthen its presence in
North America (~20% of HMS' preacquisition sales) - a market where HMS has been looking
to expand and which has also outperformed other markets in recent years - and to broaden
its product offering. HMS has also highlighted synergies, both in terms of sales and costs.

Red Lion's offering consists of three distinct areas: 1) Access (19% of sales), which has
some overlap with HMS' industrial gateways, 2) Connect (34% of sales), which mainly
includes Ethernet switches and is an area that HMS has been trying to expand into for
some years, and 3) Visualise (47% of sales), which mainly includes HMIs, i.e. products that
visualise human-machine interfaces and panel meters.

Given that Ethernet switches are included in virtually all installations of industrial applications
(see figure below), we believe that this is the product area with which HMS expects to find
the most cross-selling synergies. This is also driven by the geographic differences between
HMS and Red Lion, as Red Lion generated ~80% of its revenues in the US and ~10% in
EMEA. The corresponding figures for HMS prior to the acquisition were ~20% and ~60%
respectively. We believe the strategic rationale makes sense, but expect the cross-selling to
be slow but gradual given the relatively long sales cycles in the industry.

Value chain

Source: ABG Sundal Collier
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 The US still has low robot penetration
The US is the market that most robotics players — including HMS — are most optimistic
about, both currently and going forward. Investment levels are currently healthier than in the
EU/APAC (specifically China), while we note that the country's robot penetration is only 274
per 10,000 employees in 2021 (vs. e.g. South Korea at 1,000, Japan at 399 and Germany
at 397). This means that there is ample room for growth, while the acquisition gives HMS a
new platform to do more M&A.

Robots installed per 10,000 employees

Source: ABG Sundal Collier, IFR

Rockwell's org. sales suggest that the US is
currently outperforming EMEA and APAC

Source: ABG Sundal Collier, company data

The three main concerns we have with the acquisitions are: 1) Red Lion is dilutive to the
growth profile (4% sales CAGR in recent years, well below HMS at ~10%), 2) low visibility
on how much synergies can be found, especially given the fact that HMS has historically
rarely sought clear synergies when doing M&A, and 3) recent financial performance, as Red
Lion saw weak orders in Q2, down 6% q-o-q - despite our belief, as suggested by industry
comments, that the broader market saw sequential improvements in Q2. Moving forward, we
expect Red Lion's orders to gradually improve, similar to the rest of HMS.

Going back to our original point about Red Lion being dilutive to the growth profile, this
could be a topic of discussion in the market once orders (and sales) start to normalise.
Nevertheless, the price paid for the asset (13x EV/EBIT), and also in light of HMS' own
multiple at closing (~28x EV/EBIT), leads us to view the acquisition as accretive.

Red Lion quarterly sales and orders (SEKm)

Source: ABG Sundal Collier, company data
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Margins to trough in 2024e
Against the backdrop of a particularly strong market and its scalable business model, HMS
delivered record adj. EBITA margins of 26% in 2022-2022. This represents a significant
increase from the '15-'19 average of 18%, with around half of the increase coming from
gross margin expansion (partly driven by price increases and FX) and the remainder from
operational leverage. However, we expect a sharp margin contraction to 22% in 2024e, due
to lower sales volumes and the margin-dilutive Red Lion acquisition (21% EBIT margin in
2023).

We believe that management has already started to anticipate a challenging 2024e in H2'23,
impacted by several consecutive quarters of negative organic orders, which is why opex
growth slowed significantly in late 2023 and early 2024. However, as previously highlighted,
the market recovery in 2024 has so far been slower than initially expected, which is why we
believe HMS has taken further action and announced a cost savings programme on 16 April,
covering 45 FTEs and resulting in annual savings of SEK 41m. As of Q2, the programme is
now fully in place, which means that the company should be able to scale well in terms of
margins as orders and sales improve. This leads us to forecast a 24% EBITA margin in '25e
(adj. EBITA 36% y-o-y), and 25% in '26e.

Adj. EBITA margin

Source: ABG Sundal Collier, company data

Adj. opex breakdown

Source: ABG Sundal Collier, company data
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 Valuation looking attractive: BUY
We remain impressed by HMS' financial track record (2013-2023 organic sales CAGR
of 11%), robust market position, and strong mid/long-term growth opportunities,
and see the company as well-positioned to continue benefiting from the structurally
growing investments in automation and robotics. Although finding synergies with
Red Lion may be a slow process while we only expect end market demand to improve
marginally in Q3, we expect orders to pick up well in Q4e and into 2025e, driving
strong earnings growth (adj. EBITA +36% y-o-y in '25e) amid higher sales volumes
and normalising margins. We are -3%/-2%/-9% vs. FactSet cons on Q3e orders/
sales/EBITA, and -4%/-2%/-5% in 2025e, though this is likely partly explained by
recent (negative) FX movements. At 24x f12m EV/EBITA, the share is trading below
its historical average of 25-30x and at a 4% premium to Nordic hardware peers
(historically 6% premium). To conclude, we expect the share to benefit from the
prospects of improved orders and earnings growth, particularly in 2025e, while the
valuation is comparably undemanding. As such, we upgrade to BUY, with a new TP of
SEK 500 (435).

EV/EBITA f12m (x)

Source: ABG Sundal Collier, FactSet

EV/EBITA f12m (x) - HMS vs. Nordic HW peers

Source: ABG Sundal Collier, FactSet

HMS vs. peers

Source: ABG Sundal Collier, FactSet
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 Estimate changes

Source: ABG Sundal Collier, company data

ABGSCe vs. FactSet consensus

Source: ABG Sundal Collier, company data, FactSet
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 Forecasts, quarterly

Source: ABG Sundal Collier, company data
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 Forecasts, yearly

Source: ABG Sundal Collier, company data
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 Income Statement (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Sales 1,183 1,366 1,519 1,467 1,972 2,506 3,025 3,239 3,906 4,250
COGS -462 -532 -591 -558 -741 -930 -1,057 -1,230 -1,480 -1,602
Gross profit 722 834 928 909 1,230 1,576 1,968 2,010 2,425 2,648
Other operating items -459 -532 -593 -509 -685 -824 -1,095 -1,265 -1,358 -1,461
EBITDA 262 302 335 400 546 752 873 745 1,067 1,187
Depreciation and amortisation -38 -38 -77 -74 -72 -78 -103 -123 -129 -131
of which leasing depreciation 0 0 -31 -34 -33 -41 -50 -63 -63 -63
EBITA 225 264 258 326 474 674 770 622 938 1,056
EO Items 0 0 -2 -4 -21 27 -23 -75 -10 0
Impairment and PPA amortisation -12 -13 -15 -38 -28 -22 -16 -85 -108 -104
EBIT 212 251 243 288 446 652 754 537 830 952
Net financial items -17 -20 -15 -14 3 -28 -36 -133 -70 -45
Pretax profit 195 232 228 274 449 624 718 404 760 907
Tax -52 -61 -23 -54 -86 -116 -147 -76 -137 -168
Net profit 143 171 205 220 363 508 571 328 623 739
Minority interest 0 0 0 0 0 0 0 0 0 0
Net profit discontinued 0 0 0 0 0 0 0 0 0 0
Net profit to shareholders 143 171 205 220 363 508 571 328 623 739
EPS 3.04 3.65 4.38 4.71 7.77 10.89 12.24 6.53 12.42 14.73
EPS adj. 3.24 3.86 4.71 5.43 8.62 10.80 12.90 9.12 14.35 16.42
Total extraordinary items after tax 0 0 -2 -3 -17 22 -18 -61 -8 0
Leasing payments 0 0 -29 -35 -36 -41 -60 -61 -63 -63
Tax rate (%) 26.9 26.1 10.2 19.5 19.2 18.6 20.5 18.9 18.0 18.5
Gross margin (%) 61.0 61.1 61.1 62.0 62.4 62.9 65.1 62.0 62.1 62.3
EBITDA margin (%) 22.2 22.1 22.1 27.3 27.7 30.0 28.9 23.0 27.3 27.9
EBITA margin (%) 19.0 19.4 17.0 22.2 24.0 26.9 25.5 19.2 24.0 24.8
EBIT margin (%) 17.9 18.4 16.0 19.6 22.6 26.0 24.9 16.6 21.3 22.4
Pre-tax margin (%) 16.5 17.0 15.0 18.7 22.8 24.9 23.7 12.5 19.5 21.3
Net margin (%) 12.1 12.5 13.5 15.0 18.4 20.3 18.9 10.1 16.0 17.4
Growth Rates y-o-y - - - - - - - - - -
Sales growth (%) 24.3 15.4 11.2 -3.4 34.4 27.1 20.7 7.1 20.6 8.8
EBITDA growth (%) 36.7 15.1 11.0 19.3 36.5 37.8 16.1 -14.7 43.3 11.2
EBITA growth (%) 40.1 17.7 -2.3 26.2 45.4 42.3 14.2 -19.2 50.9 12.5
EBIT growth (%) 42.2 18.4 -3.3 18.4 54.9 46.3 15.6 -28.8 54.6 14.7
Net profit growth (%) 42.1 20.0 19.7 7.5 64.5 40.1 12.4 -42.6 90.2 18.6
EPS growth (%) 41.5 20.0 19.7 7.6 65.1 40.1 12.4 -46.6 90.2 18.6
Profitability - - - - - - - - - -
ROE (%) 21.0 21.7 22.0 19.8 30.2 36.5 32.2 12.2 17.2 18.2
ROE adj. (%) 22.8 23.3 23.8 23.5 34.0 36.5 34.2 17.7 20.4 20.7
ROCE (%) 18.7 21.2 17.9 19.4 28.3 35.0 34.5 12.8 13.9 16.2
ROCE adj. (%) 19.8 22.3 19.1 22.2 31.0 34.8 36.3 16.7 15.9 18.0
ROIC (%) 15.8 17.7 17.9 18.7 26.5 32.9 30.4 12.7 13.5 15.2
ROIC adj. (%) 15.8 17.7 18.1 18.9 27.7 31.6 31.3 14.3 13.6 15.2
Adj. earnings numbers - - - - - - - - - -
EBITDA adj. 262 302 337 404 567 725 896 820 1,077 1,187
EBITDA adj. margin (%) 22.2 22.1 22.2 27.5 28.7 28.9 29.6 25.3 27.6 27.9
EBITDA lease adj. 262 302 308 368 531 684 836 759 1,014 1,124
EBITDA lease adj. margin (%) 22.2 22.1 20.3 25.1 26.9 27.3 27.6 23.4 26.0 26.4
EBITA adj. 225 264 260 330 495 647 793 697 948 1,056
EBITA adj. margin (%) 19.0 19.4 17.1 22.5 25.1 25.8 26.2 21.5 24.3 24.8
EBIT adj. 212 251 245 311 475 625 777 612 840 952
EBIT adj. margin (%) 17.9 18.4 16.2 21.2 24.1 24.9 25.7 18.9 21.5 22.4
Pretax profit Adj. 207 245 245 316 498 619 757 564 878 1,011
Net profit Adj. 155 184 222 262 408 508 605 473 739 843
Net profit to shareholders adj. 155 184 222 262 408 508 605 473 739 843
Net adj. margin (%) 13.1 13.5 14.6 17.8 20.7 20.3 20.0 14.6 18.9 19.8
Source: ABG Sundal Collier, Company Data

Cash Flow (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
EBITDA 262 302 335 400 546 752 873 745 1,067 1,187
Net financial items -17 -20 -15 -14 3 -28 -36 -133 -70 -45
Paid tax -59 -79 -58 -39 -33 -84 -129 -76 -137 -168
Non-cash items 15 28 2 9 21 7 42 29 0 0
Cash flow before change in WC 201 232 264 356 536 647 751 565 860 974
Change in working capital 6 -39 -10 14 -28 -216 -232 126 20 -14
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 Cash Flow (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Operating cash flow 207 193 254 370 508 431 519 691 880 960
Capex tangible fixed assets -15 -20 -26 -6 -16 -36 -44 -46 -40 -35
Capex intangible fixed assets -10 -17 -42 -41 -24 -49 -36 -87 -90 -95
Acquisitions and Disposals 0 -26 -24 -40 -60 -280 -55 -3,799 0 0
Free cash flow 182 131 161 282 408 65 384 -3,241 750 830
Dividend paid -47 -70 -84 0 -93 -140 -187 -221 -226 -252
Share issues and buybacks 0 0 0 0 0 0 0 1,390 0 0
Leasing liability amortisation 0 0 -29 -35 -36 -41 -60 -61 -63 -63
Other non-cash items -15 -84 -106 -46 -409 178 -157 56 0 -0
Balance Sheet (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Goodwill 759 841 876 902 1,034 1,120 1,117 3,745 3,745 3,745
Other intangible assets 261 254 290 278 281 290 276 919 863 814
Tangible fixed assets 49 52 45 42 45 69 70 193 205 212
Right-of-use asset 0 0 111 102 81 164 266 259 259 259
Total other fixed assets 2 11 13 14 46 51 55 75 75 75
Fixed assets 1,072 1,158 1,335 1,339 1,486 1,693 1,783 5,191 5,147 5,105
Inventories 117 157 159 158 195 362 589 696 625 637
Receivables 133 161 143 175 286 412 385 405 469 510
Other current assets 25 42 69 73 63 119 130 176 176 176
Cash and liquid assets 91 59 51 82 172 144 124 237 197 112
Total assets 1,438 1,577 1,758 1,826 2,204 2,730 3,011 6,705 6,613 6,540
Shareholders equity 721 857 1,010 1,220 1,177 1,610 1,933 3,431 3,827 4,315
Minority 0 0 0 0 0 0 0 0 0 0
Total equity 721 857 1,010 1,220 1,177 1,610 1,933 3,431 3,827 4,315
Long-term debt 391 378 339 177 431 226 143 2,040 1,540 940
Pension debt 0 0 0 0 0 0 0 0 0 0
Convertible debt 0 0 0 0 0 0 0 0 0 0
Leasing liability 0 0 113 102 78 160 261 255 255 255
Total other long-term liabilities 84 76 77 80 85 90 104 125 125 125
Short-term debt 4 24 1 1 3 36 1 302 302 302
Accounts payable 99 105 76 91 165 243 250 178 195 212
Other current liabilities 140 138 142 154 265 365 320 374 369 391
Total liabilities and equity 1,438 1,577 1,758 1,826 2,204 2,730 3,011 6,705 6,613 6,540
Net IB debt 301 331 389 184 309 242 247 2,303 1,843 1,328
Net IB debt excl. pension debt 301 331 389 184 309 242 247 2,303 1,843 1,328
Net IB debt excl. leasing 301 331 276 82 231 82 -14 2,048 1,588 1,073
Capital employed 1,116 1,258 1,464 1,501 1,689 2,033 2,337 6,028 5,924 5,812
Capital invested 1,022 1,188 1,399 1,405 1,486 1,851 2,179 5,734 5,670 5,643
Working capital 36 117 154 161 116 285 534 725 705 720
EV breakdown - - - - - - - - - -
Market cap. diluted (m) 19,670 19,662 19,656 19,651 19,578 19,578 19,578 21,054 21,054 21,054
Net IB debt adj. 301 331 389 184 309 242 247 2,303 1,843 1,328
Market value of minority 0 0 0 0 0 0 0 0 0 0
Reversal of shares and
participations

0 0 0 0 -15 -14 -21 -18 -18 -18

Reversal of conv. debt assumed
equity

- - - - - - - - - -

EV 19,971 19,993 20,045 19,835 19,872 19,806 19,804 23,339 22,879 22,364
Total assets turnover (%) 83.2 90.6 91.1 81.9 97.9 101.6 105.4 66.7 58.6 64.6
Working capital/sales (%) 4.6 5.6 8.9 10.7 7.0 8.0 13.5 19.4 18.3 16.8
Financial risk and debt service - - - - - - - - - -
Net debt/equity (%) 41.7 38.7 38.5 15.1 26.3 15.0 12.8 67.1 48.2 30.8
Net debt / market cap (%) 1.5 1.7 2.0 0.9 1.6 1.2 1.3 10.9 8.7 6.3
Equity ratio (%) 50.2 54.3 57.5 66.8 53.4 59.0 64.2 51.2 57.9 66.0
Net IB debt adj. / equity (%) 41.7 38.7 38.5 15.1 26.3 15.0 12.8 67.1 48.2 30.8
Current ratio 1.51 1.57 1.93 1.98 1.66 1.61 2.15 1.77 1.69 1.58
EBITDA/net interest 15.3 15.5 22.3 28.9 183.4 26.9 24.3 5.6 15.2 26.4
Net IB debt/EBITDA (x) 1.1 1.1 1.2 0.5 0.6 0.3 0.3 3.1 1.7 1.1
Net IB debt/EBITDA lease adj. (x) 1.1 1.1 0.9 0.2 0.4 0.1 -0.0 2.7 1.6 1.0
Interest coverage 13.1 13.5 17.2 23.6 159.2 24.1 21.4 4.7 13.4 23.5
Source: ABG Sundal Collier, Company Data

Share Data (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Actual shares outstanding 47 46 47 47 47 47 47 50 50 50
Actual shares outstanding (avg) 47 46 47 47 47 47 47 50 50 50
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 Share Data (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
All additional shares -0 -1 1 0 0 0 0 3 0 0
Issue month 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Assumed dil. of shares from conv. 0 0 0 0 0 0 0 0 0 0
As. dil. of shares from conv. (avg) 0 0 0 0 0 0 0 0 0 0
Conv. debt not assumed as equity 0 0 0 0 0 0 0 0 0 0
No. of warrants 0 0 0 0 0 0 0 0 0 0
Market value per warrant 0 0 0 0 0 0 0 0 0 0
Dilution from warrants 0 1 0 0 -0 -0 -0 -0 -0 -0
Issue factor 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0
Actual dividend per share 1.50 1.80 0.00 2.00 3.00 4.00 4.40 4.50 5.00 6.00
Reported earnings per share 3.04 3.65 4.38 4.71 7.77 10.89 12.24 6.53 12.42 14.73
Source: ABG Sundal Collier, Company Data

Valuation and Ratios (SEKm) 2017 2018 2019 2020 2021 2022 2023 2024e 2025e 2026e
Shares outstanding adj. 47 46 47 47 47 47 47 50 50 50
Diluted shares adj. 47 47 47 47 47 47 47 50 50 50
EPS 3.04 3.65 4.38 4.71 7.77 10.89 12.24 6.53 12.42 14.73
Dividend per share 1.50 1.80 0.00 2.00 3.00 4.00 4.40 4.50 5.00 6.00
EPS adj. 3.24 3.86 4.71 5.43 8.62 10.80 12.90 9.12 14.35 16.42
BVPS 15.39 18.29 21.57 26.06 25.23 34.50 41.42 68.37 76.28 85.99
BVPS adj. -6.38 -5.09 -3.32 0.86 -2.95 4.28 11.58 -24.58 -15.56 -4.87
Net IB debt/share 6.42 7.07 8.30 3.93 6.62 5.18 5.29 45.91 36.73 26.47
Share price 419.60 419.60 419.60 419.60 419.60 419.60 419.60 419.60 419.60 419.60
Market cap. (m) 19,579 19,109 19,553 19,576 19,645 19,645 19,645 21,114 21,114 21,114
Valuation - - - - - - - - - -
P/E (x) 137.8 114.8 95.9 89.2 54.0 38.5 34.3 64.3 33.8 28.5
EV/sales (x) 16.88 14.64 13.20 13.52 10.08 7.90 6.55 7.20 5.86 5.26
EV/EBITDA (x) 76.1 66.2 59.8 49.6 36.4 26.3 22.7 31.3 21.4 18.8
EV/EBITA (x) 88.9 75.6 77.7 60.9 42.0 29.4 25.7 37.5 24.4 21.2
EV/EBIT (x) 94.0 79.5 82.4 68.9 44.6 30.4 26.3 43.5 27.6 23.5
Dividend yield (%) 0.4 0.4 0.0 0.5 0.7 1.0 1.0 1.1 1.2 1.4
FCF yield (%) 0.9 0.7 0.8 1.4 2.1 0.3 2.0 -15.4 3.6 3.9
Le. adj. FCF yld. (%) 0.9 0.7 0.7 1.3 1.9 0.1 1.7 -15.7 3.3 3.6
P/BVPS (x) 27.27 22.95 19.45 16.10 16.63 12.16 10.13 6.14 5.50 4.88
P/BVPS adj. (x) -65.43 -80.15 -125.76 487.71 -142.63 98.32 36.37 -17.12 -27.05 -86.39
P/E adj. (x) 129.7 108.7 89.1 77.3 48.7 38.9 32.5 46.0 29.2 25.6
EV/EBITDA adj. (x) 76.1 66.2 59.4 49.1 35.1 27.3 22.1 28.5 21.2 18.8
EV/EBITA adj. (x) 88.9 75.6 77.0 60.2 40.2 30.6 25.0 33.5 24.1 21.2
EV/EBIT adj. (x) 94.0 79.5 81.7 63.8 41.9 31.7 25.5 38.1 27.2 23.5
EV/CE (x) 17.9 15.9 13.7 13.2 11.8 9.7 8.5 3.9 3.9 3.8
Investment ratios - - - - - - - - - -
Capex/sales (%) 2.1 2.6 4.5 3.2 2.0 3.4 2.6 4.1 3.3 3.1
Capex/depreciation 0.7 1.0 1.5 1.2 1.0 2.3 1.5 2.2 2.0 1.9
Capex tangibles / tangible fixed
assets

31.1 37.8 58.9 14.6 36.3 52.5 63.2 23.8 19.5 16.5

Capex intangibles / definite
intangibles

3.7 6.5 14.3 14.9 8.6 17.0 13.0 9.5 10.4 11.7

Depreciation on intang / def. intang 10 9 11 10 10 9 12 4 4 5
Depreciation on tangibles /
tangibles

22.01 26.15 33.34 28.58 26.75 17.47 27.14 12.95 13.66 13.21

Source: ABG Sundal Collier, Company Data
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 Analyst Certification
We, ABGSC IT Research, Simon Granath and Daniel Thorsson, analyst(s) with ABG Sundal Collier ASA , ABG Sundal Collier
Denmark, filial af ABG Sundal Collier ASA, Norge, ABG Sundal Collier AB and/or ABG Sundal Collier Limited (hereinafter
collectively referred to as “ABG Sundal Collier”), and the author(s) of this report, certify that not withstanding the existence of
any such potential conflicts of interests referred to below, the views expressed in this report accurately reflect my/our personal
view about the companies and securities covered in this report. I/We further certify that I/We has/have not been, nor am/are or
will be, receiving direct or indirect compensation related to the specific recommendations or views contained in this report.

This report is produced by ABG Sundal Collier, which may cover companies either in accordance with legal requirements
designed to promote the independence of investment research (“independent research”) or as commissioned research.
Commissioned research is paid for by the subject company. As such, commissioned research is deemed to constitute an
acceptable minor non-monetary benefit (i.e., not investment research) as defined in MiFID II.

Stock ratings distribution
ABG Sundal Collier Ratings and Investment Banking by 8/23/2024

Total of Rating

BUY

HOLD

SELL

Research Coverage

% of

Total Rating

64.66%

30.96%

3.84%

Investment Banking Clients (IBC)

% of

Total IBC

18%

4%

1%

% of

Total Rating by Type

7.63%

3.54%

7.14%

IBC: Companies in respect of which ABG SC or an affiliate has received compensation for investment banking services within the past 12 months.

Analyst stock ratings definitions
BUY = We expect this stock’s total return to exceed the market’s expected total return by 5% or more over the next six months.

HOLD = We expect this stock’s total return to be in line with the market’s expected total return within a range of 4% over the
next six months.

SELL = We expect this stock’s total return to underperform the market’s expected total return by 5% or more over the next six
months.

Analyst valuation methods
When setting the individual ratings for investment research (“independent research”), ABG Sundal Collier assumes that a
normal total absolute return (including dividends) for the market is 8% per annum, or 4% on a 6-month basis. Therefore, when
we rate a stock a BUY, we expect an absolute return of 9% or better over six months. Volatility and low trading volumes mean
that we have a wider range for expected returns on small cap stocks than for large caps.

ABG Sundal Collier’s analysts publish price targets for independent research and may publish valuation ranges for
commissioned research. These price targets or valuation ranges rely on various valuation methods. One of the most frequently
used methods is the valuation of a company by calculation of that company’s discounted cash flow (DCF). Another valuation
method is the analysis of a company’s return on capital employed relative to its cost of capital. Finally, the analysts may analyse
various valuation multiples (e.g., the P/E multiples and the EV/EBITDA multiples) relative to global industry peers. In special
cases, particularly for property companies and investment companies, the ratio of price to net asset value is considered. Price
targets and valuation ranges are changed when earnings and cash flow forecasts are changed. They may also be changed
when the underlying value of a company’s assets changes (in the cases of investment companies, real estate companies or
insurance companies) or when factors impacting the required rate of return change.

Expected updates

ABGSC has no fixed schedule for updating its research reports. Unless expressly stated otherwise, ABGSC expects (but does
not undertake) to issue updates when considered necessary by the research department, for example following the publication
of new figures or forecasts by a company or in the event of any material news on a company or its industry.
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 Stock price, company ratings and target price history
Company: HMS Networks
Date: 22/8/2024

Currency: SEK Current Recommandation: BUY
Current Target price: 500.0
Current Share price: 419.60

HMS Networks Rating History as of 08-19-2024
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20/06/22
I:HOLD:SEK410.00

14/07/22
HOLD:SEK430.00

10/10/22
HOLD:SEK340.00

19/10/22
HOLD:SEK310.00

18/01/23
HOLD:SEK340.00

26/01/23
HOLD:SEK390.00

18/04/23
HOLD:SEK420.00

15/06/23
SELL:SEK450.00

17/07/23
HOLD:SEK400.00

09/10/23
HOLD:SEK370.00

19/10/23
SELL:SEK310.00

17/01/24
SELL:SEK385.00

22/04/24
HOLD:SEK415.00

15/07/24
HOLD:SEK435.00

HMS-SE (L Axis) OMXSPI-OMX (R Axis)
Data Source: ABG Sundal Collier, FactSet

Important Company Specific Disclosure
The following disclosures relate to the relationship between ABG Sundal Collier and its affiliates and the companies covered by
ABG Sundal Collier referred to in this research report.

Unless disclosed in this section, neither ABG Sundal Collier nor any of their affiliated or associated companies and their
directors, officers, representatives, and employees have any required regulatory disclosures to make in relation to an ownership
position for the analyst(s) and members of the analyst's household, ownership by ABG Sundal Collier and/or its affiliates,
ownership in ABG Sundal Collier Holding ASA by the company(ies) to whom the recommendation(s) refer(s) to, liquidity
provision/market making agreement, managed or co-managed public offerings, compensation for provision of certain services,
directorship of the analyst, or a member of the analyst's household, or in relation to any contractual obligations to the issuance
of this research report.

ABG Sundal Collier is not aware of any other actual, material conflicts of interest of the analyst or ABG Sundal Collier of which
the analyst knows or has reason to know at the time of the publication of this report.
Production of recommendation: 8/23/2024 05:33.
All prices are as of market close on 22 August, 2024 unless otherwise noted.

For full details of recommendation and target price history for the subject company, please see company page on Research
Web.

For details of recommendations and target prices for ABG Sundal Collier coverage universe, please see coverage page on ABG
Sundal Collier’s Research Web.

Disclaimer
This report has been prepared by ABG Sundal Collier ASA, ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge,
ABG Sundal Collier AB and/or ABG Sundal Collier Limited and any of their directors, officers, representatives and employees
(hereinafter collectively referred to as “ABG Sundal Collier”). This report is not a product of any other affiliated or associated
companies of any of the above entities.

This report is provided solely for the information and use of professional investors, who are expected to make their own investment
decisions without undue reliance on this report. The information contained herein does not apply to, and should not be relied upon
by, retail clients. This report is for distribution only under such circumstances as may be permitted by applicable law. Research
reports prepared by ABG Sundal Collier are for information purposes only. The recommendation(s) in this report is (are) has/
have no regard to specific investment objectives and the financial situation or needs of any specific recipient. ABG Sundal Collier
and/or its affiliates accepts no liability whatsoever for any losses arising from any use of this report or its contents. This report
is not to be used or considered as an offer to sell, or a solicitation of an offer to buy. The information herein has been obtained
from, and any opinions herein are based upon, sources believed reliable, but ABG Sundal Collier and/or its affiliates make no
representation as to its accuracy or completeness and it should not be relied upon as such. All opinions and estimates herein
reflect the judgment of ABG Sundal Collier on the date of this report and are subject to change without notice. Past performance
is not indicative of future results.
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 The compensation of our research analysts is determined exclusively by research management and senior management, but not
including investment banking management. Compensation is not based on specific investment banking revenues, however, it is
determined from the profitability of the ABG Sundal Collier group, which includes earnings from investment banking operations
and other business. Investors should assume that ABG Sundal Collier ASA, ABG Sundal Collier Denmark, filial af ABG Sundal
Collier ASA, Norge and/or ABG Sundal Collier AB is seeking or will seek investment banking or other business relationships with
the companies in this report.

The research analyst(s) responsible for the preparation of this report may interact with trading desk and sales personnel and other
departments for the purpose of gathering, synthesizing and interpreting market information. From time to time, ABG Sundal Collier
and/or its affiliates and any shareholders, directors, officers, or employees thereof may (I) have a position in, or otherwise be
interested in, any securities directly or indirectly connected to the subject of this report, or (II) perform investment banking or other
services for, or solicit investment banking or other services from, a company mentioned in this report. ABG Sundal Collier and/or
its affiliates rely on information barriers to control the flow of information contained in one or more areas of ABG Sundal Collier,
into other areas, units, groups or affiliates of ABG Sundal Collier.

Norway: ABG Sundal Collier ASA is regulated by the Financial Supervisory Authority of Norway (Finanstilsynet)

Denmark: ABG Sundal Collier Denmark, filial af ABG Sundal Collier ASA, Norge, is regulated by the Financial Supervisory Authority
of Norway (Finanstilsynet) and the Danish Financial Supervisory Authority (Finanstilsynet)

Sweden: ABG Sundal Collier AB is regulated by the Swedish Financial Supervisory Authority (Finansinspektionen)

UK: This report is a communication made, or approved for communication in the UK, by ABG Sundal Collier Limited, authorised
and regulated by the Financial Conduct Authority in the conduct of its business.

US: This report is being distributed in the United States (U.S.) in accordance with FINRA Rule 1220 by ABG Sundal Collier Inc.,
an SEC registered broker-dealer and a FINRA/SIPC member which accepts responsibility for its content and its compliance with
FINRA Rule 2241. Research reports distributed in the U.S. are intended solely for “major U.S. institutional investors,” and “U.S.
institutional investors” as defined under Rule 15a-6 of the Securities Exchange Act of 1934 and any related interpretive guidance
and no-action letters issued by the Staff of the U.S. Securities and Exchange Commission (“SEC”) collectively (“SEC Rule 15a-6”).
Each major U.S. institutional investor and U.S. institutional investor that receives a copy of this research report, by its acceptance
of such report, represents that it agrees that it will not distribute this research report to any other person. This communication is
only intended for major U.S. institutional investors and U.S. institutional investors. Any person which is not a major U.S. institutional
investor, or a U.S. institutional investor as covered by SEC Rule 15a-6 must not rely on this communication. The delivery of this
research report to any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein,
or an endorsement of any opinion expressed herein. Any major U.S. institutional investor or U.S. institutional investor receiving
this report which wishes to effect transactions in any securities referred to herein should contact ABG Sundal Collier Inc., not its
affiliates. Further information on the securities referred to herein may be obtained from ABG Sundal Collier Inc., on request.

Singapore: This report is distributed in Singapore by ABG Sundal Collier Pte. Ltd, which is not licensed under the Financial Advisors
Act (Chapter 110 of Singapore). In Singapore, this report may only be distributed to institutional investors as defined in Section
4A(1)(c) of the Securities and Futures Act (Chapter 289 of Singapore) (“SFA”), and should not be circulated to any other person
in Singapore.

Canada: This report is being distributed by ABG Sundal Collier ASA in Canada pursuant to section 8.25 of National Instrument
31-103 or an equivalent provision and has not been tailored to the needs of any specific investor in Canada. The information
contained in this report is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering
or an offer to sell the securities described herein, in Canada or any province or territory thereof. No securities commission or
similar regulatory authority in Canada has reviewed or considered this report, the information contained herein or the merits of
the securities described herein and any representation to the contrary is an offence. Under no circumstances is this report to be
construed as an offer to sell such securities or as a solicitation of an offer to buy such securities in any jurisdiction of Canada.
Any offer or sale of the securities described herein in Canada may only be made in accordance with applicable securities laws
and only by a dealer properly registered under such securities laws, or alternatively, pursuant to an applicable dealer registration
exemption, in the Canadian jurisdiction in which such offer or sale is made.

This report may not be reproduced, distributed, or published by any recipient for any purpose whatsoever without the prior written
express permission of ABG Sundal Collier.

Additional information available upon request. If reference is made in this report to other companies and ABG Sundal
Collier provides research coverage for those companies, details regarding disclosures may be found on our website
www.abgsc.com.

© Copyright 2024 ABG Sundal Collier ASA
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