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Initiate coverage with HOLD

Netum is a Finland-based strongly growing and profitable IT
services company with over 20 vyears of experience of
demanding IT projects. The company seeks to grow sales to
EUR 30m by 2023 (20% p.a. implied) while maintaining an
EBITDA margin of above 15%. We initiate coverage with HOLD
and a target price of EUR 4.4, valuing Netum at approx. 18.4x
2021e adj. PJE.

Strong track record of profitable growth

Netum has been growing strongly in the past years, through both
organic growth and M&A, with a CAGR of 22% in 2016-2020.
Strong growth has been coupled with high margins as the average
EBITA and EBIT margins between 2016-2020 have been 16.7% and
11.4% respectively. Both growth and profitability have been above
the average level of Finnish competitors.

Proceeds from the IPO will be used to accelerate growth

Netum aims to grow rapidly organically and according to its
financial targets, the company aims to achieve net sales of EUR 30m
in 2023, which corresponds to 20% annual organic growth. In
addition to organic growth, the company is actively looking for
opportunities for inorganic growth and seeks to grow through
selective acquisitions, aided by funds raised in the recently
completed IPO. A core part of Netum's strategy is to continue to
achieve a good level or profitability while growing, and the target is
to achieve an EBITDA margin of at least 15%.

HOLD with a target price of EUR 4.4

We initiate coverage of Netum with a HOLD-rating and target
price of EUR 4.4. The share price rose clearly after the IPO and
current valuation multiples are rather in line with the Finnish
peers. In our view, Netum's strong track record of growth,
relatively high net salesfemployee ratio and above-average
profitability could even warrant a premium to our peer group. On
the other hand, Netum's smaller size, competition for skilled
employees, concentrated customer base, and intensifying
competition are factors to be taken into consideration when
looking at valuation.
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HOLD B SELL

Sales EBIT EBIT FCF EPS P/E* EV/Sales  EV/EBIT*  FCF yield DPS

EURm EURm % EURm EUR (x) (x) (x) % EUR
2019 13.4 0.7 5.0% 1.1 0.02 0.0 0.4 7.1 0.0 0.05
2020 17.5 2.0 11.5% 1.8 0.15 0.0 0.2 1.4 0.0 0.08
2021E 21.0 2.5 11.8% 2.4 0.09 18.4 2.1 12.6 4.8 0.09
2022E 25.2 2.8 11.0% 29 0.17 17.0 1.7 11.2 5.8 0.10
2023E 29.5 3.5 11.9% 3.5 0.22 14.2 1.3 8.9 7.0 0.12
Market cap, EURm 50 Gearing 2021E, % -47.9 CAGR EPS 2020-23, % 14.3
Net debt 2021E, EURm -6 Price/book 2021E 4.0 CAGR sales 2020-23, % 18.9
Enterprise value, EURm 44 Dividend yield 2021E, % 2.1 ROE 2021E, % 12.0
Total assets 2021E, EURm 19 Tax rate 2021E, % 20.0 ROCE 2021E, % 20.1
Goodwill 2021E, EURm 6 Equity ratio 2021E, % 65.7 PEG, P/E 21/CAGR 1.0

*FAS goodwill amortization and listing expense adjusted
All the important disclosures can be found on the last pages of this report.
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Strongly growing IT
services company

Strong growth has been
coupled with high margins

Netum aims to grow faster
than its target market

Mid-term financial targets:
net sales of EUR 30m in
2023 and an EBITDA
margin of >15%

We expect net sales of EUR
21m and comparable EBITA
of EUR 3.3m in 2021

Initiate coverage with
HOLD, target price EUR 4.4
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Investment summary

Netum is a Finland-based strongly growing IT services company with over 20 years of
experience of demanding IT projects. Netum's services include digital service
development, continuity services, integration services, cyber security solutions, and IT
management consulting. In addition, the company provides two SaaS software solutions;
Truugo and Netum DUX. Netum employs ~160 IT professionals in Helsinki, Tampere,
Turku, and Pori.

Netum has grown organically and through acquisitions and managed to grow faster
than the median growth among its competitors. Netum has a strong growth record with
a CAGR 22% in 2016-2020. The company's organic annual growth rate was on average
15% between 2016 and 2020. Despite strong sales growth, Netum has been able to
maintain high margins. The average EBITA and EBIT margins between 2016-2020 have
been 16.7% and 11.4%, which in our view are at a good level in the [T-services industry.

The Finnish IT-services market accounted for EUR ~4.6bn in 2019 (Business Sweden: The
Nordic IT market), and the market can be crudely split into traditional IT-services and
development of new digital services. The Legacy to Digi concept enables Netum to serve
its customers throughout the IT-services market and to provide services in both areas.
Netum estimates a slower growth rate of ~2-4% in the traditional IT-services market,
while the new digital services market is expected to grow faster, at an annual growth
rate of ~10% in the coming years. Netum is targeting to grow faster than its Finnish
target market.

Netum aims to grow rapidly organically and according to its financial targets, the
company aims to achieve net sales of EUR 30m in 2023, which corresponds to 20%
annual organic growth. In addition to organic growth, the company is actively looking
for opportunities for inorganic growth and seeks to grow through selective acquisitions.
A core part of Netum's strategy is to continue profitable growth and the target is to
achieve an EBITDA margin of at least 15%. Netum aims to distribute at least 40% of the
comparable profit as dividends each year. In 2021, Netum estimates net sales to increase
to EUR 20-22m. Comparable EBITA is expected to be in the range of EUR 3.1-3.5m.

We estimate 2021E net sales to grow by 19.7% to EUR 21.0m driven by personnel
growth as well as strong demand in cyber security services and digital service
development. We estimate a full-year comparable EBITA of EUR 3.3m, at a margin of
15.9%, which is at the midpoint of guidance. In 2022E-2023E, we expect Netum to be
able to continue rapid and profitable growth and estimate a sales growth of 20% and
17%, respectively. According to management, the estimated volume of existing contracts
for next year is approximately EUR 15m and there are good opportunities for new frame
agreements as well as for extending contracts. In addition, we expect sales of Akamai
and Netum Dux to be gradually be reflected in the company's net sales in 2022E-23E. We
estimate an EBITA for 2022E and 2023E of EUR 3.8m (15.2%) and 4.6m (15.5%), as active
recruitment and competition for skilled employees may put some pressure on margins.

We initiate coverage of Netum with a HOLD-rating and target price of EUR 4.4. The share
price rose clearly after the IPO and current valuation multiples are rather in line with the
Finnish peers. In our view, Netum's strong track record of growth, relatively high net
sales/employee ratio and above-average profitability could even warrant a premium to
our peer group. On the other hand, Netum's smaller size, competition for skilled
employees, concentrated customer base, and intensifying competition are factors to be
taken into consideration when looking at valuation.
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Strongly growing IT
services company

Netum Group was formed
in 2017 and includes three
subsidiaries: Netum Oy,
Netum Service Channel Oy,
and Netum Integrations Oy

Figure 1: Timeline of Netum's history
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Company overview

Netum is a Finland-based strongly growing IT services company with over 20 years of
experience of demanding IT projects. Netum employs some 160 IT professionals in
Helsinki, Tampere, Turku, and Pori. The company's services include digital service
development, continuity services, integration services, cyber security solutions, and IT
management consulting. In addition, the company has two SaaS software solutions;
Truugo (validation service platform) and Netum DUX (IT asset management). Netum's
service offering differs from many small- and mid-size IT-service providers in its wider
range, which also covers traditional IT services.

Netum was founded in 2000. The current group structure was formed in 2017, when
Netum Group was established as the parent company of the group and it acquired 100%
of the shares of Netum Oy and Jab Oy. Currently, Netum Group includes three
subsidiaries: Netum Oy, Netum Service Channel Oy and Netum Integrations Oy. Netum
Oy offers digital services development and maintenance, development, support and
maintenance of information systems, cyber security services as well as IT management
consulting. Netum Integrations Oy is former AgentIT, which Netum acquired in 2019, and
it concentrates on inter-company integration for business data transfer. Netum Service
Channel Oy has no operations at the moment.

2000 2005 20 2019 2021

2001

Source: Netum
Netum is an experienced

provider of government IT
solutions

Strong growth has been
coupled with high margins

Completed its IPO in June
2021

Evli Bank Plc, Aleksanterinkatu 19 A,

2007 2017 2020

Netum operates in the Finnish IT service market and is an experienced provider of
government IT solutions. Netum implements customers' digital transformation through
its "Legacy to Digi" concept by utilizing existing, proven IT resources and integrating new
systems into them. The public sector customers accounted for 79% Netum's net sales in
2020. In addition to public organizations, the customer base also includes corporate
customers from the private sector.

Netum has been growing strongly in the past years, through both organic growth and
MEA, with a CAGR of 22% in 2016-2020. The company's organic annual growth rate
was on average 15% between 2016 and 2020. Despite strong sales growth, Netum has
been able to maintain high margins. The average EBITA and EBIT margins between 2016-
2020 have been 16.7% and 11.4%, which in our view are at a good level in the IT-
services industry.

Netum raised gross proceeds of EUR 8 million through its Initial Public Offering in June
2021. After costs related to IPO, the proceeds are expected to be EUR 7.2 million. Netum
intends to use the funds raised through the IPO to accelerate the implementation of its
growth strategy and general business needs. The company may also use the proceeds in
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Netum has a wide service
offering despite relatively
small size of the company

Netum provides business-
critical services to
customers

All business areas have a
good market outlook
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mergers and acquisitions, to grow the company organically and perform other corporate
initiatives. The other objectives of the IPO are to enter the capital markets, increase the
liquidity of the shares, possible use of shares in acquisitions as well as to increase the
company's public awareness. Netum's shares are listed on the Nasdaq First North Growth
Market Finland.

Business areas

The company offers its public administration and corporate customers a "Legacy to Digi”
concept that includes combining traditional IT solutions with the latest digital
applications. The main idea of the concept is to tackle the development challenges of
digital transformation by developing something new while also taking the existing IT
resources into account. Thus, Netum develops and implements digital transformation by
utilizing existing systems and integrating new systems and applications into the old
functional platform. Netum's services include software design and implementation,
information system management and monitoring, cyber security solutions, and IT
management consulting. Netum's service offering differs from many small- and mid-size
[T-service providers in its wider range, which also covers traditional IT services.

Figure 2: Net sales split in 2020

B Digital service development
m Continuity

Cyber security
m Consulting

B [ntegration

Source: Netum, Evli Research

Netum's business is based on business-critical services provided to customers, which are
supported by an offering of scalable SaaS software business based on Netum's own
products and leading international technology vendors. Despite the relatively small size
of the company, Netum has a comprehensive range of services.

According to Netum's management, all business areas have a good market outlook.
Currently, the highest demand is for data & analytics services as well as cyber security
services. Netum's wide service offering also provides an opportunity to concentrate
resources on other business areas if demand in some markets weakens.
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Netum's services can be divided into five segments:

o Digital service development: Netum develops highly tailored applications
according to client's needs and operational environment with experience in
developing both robust public administration systems and agile systems for
various businesses. Netum specializes in demanding system projects, and the
company is familiar with various software technologies methods, technologies,
and cloud services (e.g. Episerver, Azure, Amazon Web Services (AWS), DevOps,
Kubernetes, Java, ISS, and many other solutions). Digital service development is
currently the largest segment, accounting for almost half of net sales in 2020.
Digital service development employs around 70 employees.

e Continuity: Continuity services help customers to choose the best systems for
their organization and guarantee smooth everyday operations for businesses
with 24/7 system accessibility. Customers' IT staff are supported by Netum's
experienced specialists who are able to help with for instance IT system
maintenance, access management, monitoring, assurance, updates, and
recovering from faults. Services include service desk, 24/7 helpdesk and
monitoring, application services, hosting services, hybrid cloud services, cyber
security services, system & software development, and service transfer and
hand-over. Continuity services accounted for 26% of net sales in 2020. The
team has 38 employees.

o Cyber security: Netum has a long experience and a comprehensive service
offering in cyber security services. Many of Netum's customers handle
confidential information, such as healthcare, ICT, and public administration. To
ensure the level of information security, Netum has certified its operations in
accordance with the internationally recognized information security
management system ISO/IEC 27001 standard. Cyber security services include
consulting, technical and administrative cyber security mapping and audits,
identification of cyber security and data protection requirements, protection
and vulnerability testing, continuous cyber security services, Akamai services,
development of data protection and personal data management. Cyber
security's share of net sales was 14% in 2020. 20 employees currently work in
cyber security services.

e Consulting: In consulting services, Netum's consultants support customers
with a wide range of expert services, for example in digital transformation,
selection and acquisition of IT solutions, and implementation of IT projects.
Consultation business differs from other business units in that there are
typically many short-term projects going on at the same time, which are
smaller in terms of net sales. Consultation services also co-operate closely with
the sales function and are able generate sales leads to other business units.
Consulting accounted for 8% of net sales in 2020. Netum's consulting team
consists of 7 consultants.

o Integration: Integration services ensure that customers have access to the
information in the right format and preferred systems. Netum provides
versatile services related to system integrations, such as auditing of the current
status, architecture design, analysis of the alternative solution, tendering and
preparation of offer request documents, planning of system change and project
management and monitoring. Integration's share of net sales was 4% in 2020,
but integration services are also included in some projects and continuity
services that are not included in the segment's net sales. Integration services
have 14 employees.
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Figure 3: Netum's service offering (“Legacy to Digi")
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Scalable product offering as a potential driver of revenue and profitability

Business related to SaaS- Netum's business related to scalable SaaS-based products is currently in the early stage
based products is currently and sales are relatively low. According to the management, it may take approximately 2-
in the early stage 3 years before sales of these products (if successful) are more visible in the company's

net sales. When successful, these products can expand Netum's customer base, develop
revenue mix, and improve profitability. Netum develops and provides following products
and solutions:

netum e Netum DUX: Netum DUX is a SaaS-based IT asset management solution which
is easily integrated, scalable and secure, and provides an up-to-date and
reliable overview of customers' IT assets. Netum DUX service helps managing
different stages in the lifecycle of devices from procurement and maintenance
to secure post-processing. Netum acquired IPR rights for IT asset management
software from Axiom Oy in 2017 and has invested in the development of
Netum DUX in recent years. Sales are currently low (tens of thousands of euros)
and the product will be launched on a larger scale during 2021. Netum's first
channel partner is Tietokeskus Finland.

e Akamai: Netum's partner Akamai is the market leader in internet service
("""\ protection, which guarantees a fast, reliable, and secure platform for clients'
services. Akamai is a leading cyber security company in cloud services with the
world's largest content delivery network. Akamai solutions offered by Netum
include DDos attack prevention and advanced Web Application Firewall as a
cloud service, bot management, secure enterprise application access, secure
internet gateway, and cloud cyber solutions. Akamai solutions are not yet
generating revenue for Netum, but the partnership has the potential to attract
larger corporate customers in the coming years. It should be noted that the
Akamai partnership is not exclusive with Netum, and the cooperation may end,

for example, if Akamai decides to offer its services directly to end customers.

\') TRUUGO e Truugo: Truugo is a platform for creating customized message guidelines,

validators, and validation services for structured files developed for
international markets. Truugo is an online solution designed to setup
customized validators and documentation for electronic messages (EDIFACT,
XML, Flat File), such as invoices (Finvoice, TEAPPSXML ja UBL). The purpose of
Truugo is to harmonize companies' testing and documentation practices,
improve transparency and data quality.
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Business model

Netum's business model is based on its "Legacy to digi" concept, with the main idea
being to utilize customer's existing systems or services when developing new digital
solutions. In the business model, Netum acts as a partner with customers in digital
transformation and makes it easier to implement digital solutions in everyday operations.
The company's projects range from short-term consultation projects to multi-year
framework agreements. The majority of sales consist of framework agreements with
public sector customers.

Business operations are mainly related to delivery of digital solutions, services, and
consultancy for customers in the public and private sector. Employees are the key to
maintaining the competitiveness in the fast-growing [T-services sector. Netum has a
committed and experienced personnel, as 44% of the employees have 15-25 years of
experience in the IT industry and the average age of the staff is 44 years. Thus, the
company has senior-level expertise in system development, their technology and life
cycles. The personnel are also committed through ownership and the personnel share
issue in 2020 was fully subscribed. Currently, more than 30% of the personnel are
shareholders. The business model is labor-intensive, which highlights the importance of
recruiting new talents and HR operations.

The majority of the invoicing is based on hourly invoicing, which lowers the operative
risk compared to project-driven models. Netum has a relatively high invoicing rate as
almost all employees work in customer projects. The company also uses automation in its
bidding processes for public tenders and utilizes the data obtained from them to improve
operational efficiency. Netum has been able to recruit and onboard new personnel
quickly into its organization. Historically, personnel growth has translated into sales
growth relatively rapidly and there has been a high correlation between sales and
personnel growth due to Netum's labor-intensive business model. We see the
organization as agile and the less hierarchical structure offers a competitive edge against
especially the large IT-generalists. Decision-making is also quicker than in larger
organizations.

Figure 4: Development of net sales and average number of employees in 2017-20

MEUR Employees
20.0 175 160
15.0 13.4/ 120

11.9 — 128
1(/ 109
10.0 80
82
65
5.0 40
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— et sales Average number of employees

Source: Netum, Evli Research

Netum also offers some projects with fixed price and target price contracts. For service
providers fixed price projects should typically be less attractive due to the risk of cost
exceeding and weaker profitability on projects. Fixed price projects can be used, for
example, to attract new customers. The share of fixed and target price project business
is currently low, and to our understanding, the company is not planning to enlarge it due
to higher operative risks.
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In Netum'’s continuity services, services can be productized, and customers pay for a
fixed monthly fee for the service. Additional work is charged by hourly-based. As
continuity services are largely billed on a monthly basis and are not tied to employees'
working hours, it allows for better profitability compared to hourly invoicing.

The company intends to expand its revenue mix from hourly-based invoicing to more
scalable solutions and products. Thus, Netum also develops and provides scalable SaaS,
PaaS, and laaS based services and solutions. These services include Netum DUX (IT asset
management solution), Akamai (cloud-based security service), and Truugo (validation
service platform). The pricing of these services consists of the fixed price in connection
with the deployment and a service fee for the used period per e.g. device/user/capacity.

The share of recurring revenue is still relatively low and due to the labor-intensive
business model, scalability of the business is rather limited. In order to continue sales
growth in the short-term, Netum needs to recruit new personnel as it is difficult to raise
the sales per employee (average) ratio. It is key to find new talents and attract
experienced professionals as competition for personnel is relatively tough in the IT-
services sector.

Customers

Netum is an experienced provider of government IT solutions in Finland and public sector
customers accounted for EUR 13.8 million or 79% of Netum's net sales in 2020. The
private sector represented EUR 3.7 million or 21% of net sales. As an experienced IT
service provider, Netum has several long-term customer relationships and a high level of
customer satisfaction. The company has been able to win significant framework
agreements and build long-term customer relationships that bring predictability to the
business. For example, Netum has been a provider for IT services to the EU's structural
fund since 2001, to Senaatti Properties since 2011, and to the Development and
Administration Centre since 2013. The company has valid agreements with these
customers in the coming years as well.

Figure 5: Customer split in 2020 Figure 6: Net sales by customers

Others 23 %

Five largest
77 %

Source: Netum, Evli Research Source: Netum, Evli Research

Public procurement is based on the Public Procurement Act and purchases of IT services
in recent years have amounted to approximately EUR 1 billion. Service providers for
government and municipal procurement are selected through tendering processes and
often enter into long-term framework contracts. Public sector tenders more often
involve domestic competitors. In the public sector, Netum's largest customers are the
Development and Administration Centre, Ministry of Economic Affairs and Employment
of Finland, and Digital and Population Data Services Agency. Netum has recently won a
couple of significant tenders. In 2020, Netum was selected as the supplier for the
technical implementation of EURA 2021, the digital management system for the EU's
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regional and structural funds. The estimated contract value is EUR 30-40 million and the
project is scheduled for 2021-2027. In February 2021, Netum announced the extension
of the framework contract with the Development and Administration Centre in 2021-
2027 worth approximately EUR 9 million.

The private sector differs from the public sector and, for example, tendering processes
are less transparent, and tendering is not mandatory although it is common. Customer
companies' IT procurement is mainly handled by various business units. Netum competes
for these projects with both domestic and foreign players. Among private sector
customers, the main industry sector is currently logistics and Posti is the largest private
sector customer. Other private sector customers include for example Gasum and SE
Makinen, among others. Netum aims to expand its customer base in the private sector
and potential customers include e.g. large companies through cyber security sales, small
and medium-sized companies in projects, and publicly owned limited companies.

Figure 7: Netum's reference customers

SE Makinen

e Gasum
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Source: Netum
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In 2020, the five largest customers represented 77% of the net sales. Other customers'
share of net sales was 23%. The fact that the five largest customers stood for 77% of
revenue is in our view still a risk. Historically, the five largest public sector customers
have accounted for roughly 60% of the value of Netum's total framework agreements.
However, it is noteworthy that government framework agreements have typically several
different end customers, even though the agreement is under one agency. According to
Netum's management, the number of end customers formed by the five largest public
sector customers have amounted to around 80-100 in recent years.

Market overview

The size of the total Finnish IT-market has been estimated at slightly over EUR 7.0bn,
with annual growth rates having been in the range of 3-5%. The Finnish IT-services
market accounted for approximately EUR 4.6 billion in 2019 (Business Sweden: The
Nordic IT market) and according to estimates of Netum's management, the private sector
accounted for ~75% and the public sector for ~25%. Netum expects that the need for
services on both the public and private sector will remain and growth will continue in
the coming years.

The Finnish IT-services market can be crudely split into 1) Traditional IT-services and 2)
development of new digital services. The Legacy to Digi concept enables Netum to serve
its customers throughout the IT-services market and to provide services in both areas.
The development of the IT-services market is twofold, with traditional IT-services
estimated to grow slowly and new services such as digitalization, cloud services, mobile
solutions, and Internet of Things (loT) to grow rapidly. Netum estimates a slower growth
rate of ~2-4% in the traditional IT-services market, while new digital services are
expected to grow significantly at an annual growth rate of ~100%. According to
management, new digital services accounted for about 30-35% of the IT-services market
in 2019 and the share is expected to grow to almost half of the total market over the
next 3-5 years. Although the share of the traditional IT-services is declining due to the

Evli Bank Plc, Aleksanterinkatu 19 A, P.0. Box 1081, FIN-00101 Helsinki, Finland, Tel +358 9 476 690, Fax +358 9 634 382, www.evli.com

9(33)


http://www.evli.com/

EVLI EQUITY RESEARCH

Netum's customer base
consists mainly of the
public sector, which has
not significantly been
affected by COVID-19

Digitalization is the main
growth driver

NETUM

IT Services/Finland, June 8, 2021
Company report

rapid growth of new digital services, it has higher volumes and still covers a significant
share of the total market.

Figure 8: Estimated development of the Finnish IT-services market

EUR ~4.6bn

~10% CAGR

~2-4% CAGR

2019 +3-5 years

M Traditional IT-services ~ ®m New digital services

Source: Netum, Evli Research

In the near term the Coronavirus pandemic will in our view affect the sector. Given the
impact the pandemic is having on the economy, companies will have to consider
investments into digitalization from different perspectives. Some entities have deferred
investments due to cash flow and financing uncertainty while others may seek to invest
in new services that are more compatible with the regulations that have been in place
regarding for instance traveling and changes in habits caused by social distancing. In our
view the impact of the pandemic on the IT-sector should be lesser than on the economy
in general. Netum's customer base consists mainly of the public sector, which has not
been significantly affected by the COVID-19 pandemic. Although the total market size of
IT sector remained at the previous year's level due to the COVID-19 pandemic, Netum's
management estimates that the IT-services market grew slightly in 2020. However, some
market segments, such cyber security and cloud services, continued to grow as before in
2020.

Finland was the leader out of the 28 EU Member States in the Digital Economy and
Society Index (DESI) in 2020, creating an excellent operating environment for IT-service
companies. The digital transformation is one of the key drivers in the Finnish IT-services
market. Digital transformation means the integration of digital technology into all areas
of public or private services. This results in fundamental changes to how companies
operate and how they deliver value to customers. Digitalization offers customers the
possibility to renew their services in order to grow and reduce costs by improved
efficiency. Digitalization of services can also mean cost savings. Netum benefits from
digital transformation and the key market trends for the company are:

o Digitalization: The digitalization of society is the main growth driver, which
supports IT-service companies both in the short- and long-term. Digitalization
enables both innovation and more efficient ways of working. Almost all new
products and services include more and more digital components, and their
efficient operation, from the user experience to the underlying system
architecture and cloud infrastructure, is extremely business-critical for the
customer.

o Cyber security: Cyber security is one of the fastest growing IT service
segments with an estimated CAGR of ~10% between 2020-2025 (Mordor
Intelligence). Large-scale cyber-attacks have become more common and issues
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with cyber security or data protection may cause significant financial losses, as
well as loss of reputation. As a result, the importance of cyber security in
companies and organizations has increased, and growth is expected to
continue in the future.

e Regulatory renewals: Legislation and regulation need to be updated and
reformed as a result of digitalization. Particularly in the area of cyber security,
legislative reforms are likely as society digitalizes and new threats emerge. A
recent example is the GDPR setting.

o Cloud services: Information systems are increasingly being moved to the
cloud. The importance of cloud technologies as a platform for developing and
operating services is becoming the norm. Cloud services are expected to grow
significantly in the next few years, as cloud-based solutions replace traditional
IT infrastructure.

o Data analytics, artificial intelligence, and machine learning: One of the
fastest growing segments of the market. Companies and organizations have
begun to invest heavily in comprehensive information management and
analytics services. Data is increasingly a strategic competitive factor and
prerequisite for artificial intelligence and machine learning solutions.

e Increase in the amount of IT assets: The amount of IT assets of companies
and public entities is growing constantly with digitalization, creating needs and
demand for IT asset management services.

Competitive field

The past years have seen the market structure of the Finnish IT-services sector changing
rapidly. Netum's main competitors are domestic players. Small and medium sized players
are growing rapidly and recruiting actively and modern and agile companies in the like
of Netum have in a few years secured a good foothold in the new digital services market.
Large IT-generalists (Tieto, Accenture & CGl) still hold strong market positions in Finland
but they are not as agile and innovative as the growing small and medium sized players.
Hence, large IT-generalists have lost market share in the Finnish market. Some large and
medium sized Nordic IT-services players are also present in the market but with low
market shares.

Netum operates on both the private and public sector and offers a comprehensive range
of services. Thus, the company's competitive field is also quite broad covering agile
companies focusing on e.g. new digital services, integrations and cyber security
consulting, as well as IT generalists. According to the management, the main competitors
include Solita, CGl Finland, Visma Consulting, Digia, KPMG, Innofactor, Gofore, and
Cybercom Finland, all of which are service providers in public administration projects. The
company's most significant competitors in the private sector are the same companies as
on the public sector.

We have compared Netum's financial performance against the small & medium sized IT-
service players (inc. listed and non-listed companies) in Finland. These competitors
include Vincit, Siili, Solita, Reaktor, Bilot, Nitor, Innofactor, Solteq, Digia, Nixu, Gofore and
Futurice. These players have overall also grown relatively aggressively in the Finnish IT-
market. Digia can be seen as probably the closest peer to Netum due to a similar service
offering.

In 2017-2020, Netum has managed to grow faster than the median growth among its
competitors. Netum's net sales CAGR between 2017-2020 was 20%. Growth among
small and medium sized IT-players has been fast - all main competitors have on average
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seen double-digit growth rates during the past years except 2020. A large share of the
growth has been organic. Netum's presence in IT services related to digitalization has
been the main driver of growth. Netum's organic growth, like several of the other fastest
growing competitors, have been complemented by inorganic growth. Netum has in the
past few years completed a couple of acquisitions: Jab and Osaamo in 2017, and AgentIT
in 2019.

Figure 9: Netum's sales growth (%) against competitors
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Included competitors: Vincit, Siili, Solita, Reaktor, Bilot, Nitor, Innofactor, Solteq, Digia,
Nixu, Gofore and Futurice
Source: Asiakastieto, Netum, company websites, Evli Research

Profitability in the IT-services sector has been at a fairly high level in recent years. In
addition to strong growth, Netum has been one of the most profitable players. Netum's
historical profitability has been relatively stable and at slightly higher levels than its
competitors’ median. Nitor, Reaktor and Gofore have on average enjoyed the highest
EBIT-margins of the included companies in the comparison between 2017-2020. The
median EBIT-margin for the competitors in the past four years has been 8.1%, while
Netum has been able to produce an average EBIT-margin of 9.3% during the same time
period. In our view, Netum's good profitability has been based on continued sales
growth, which has translated into high utilization rates, along with good cost efficiency
and effective service/project execution.

Figure 10: Netum's EBIT-margin (%) against competitors
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Source: Asiakastieto, Netum, company websites, Evli Research
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We also compared the net sales/femployee ratio in the Finnish IT-services sector. Netum's
net sales/employee ratio amounted to EUR 137k in 2020, which was above the sector
median of EUR 122.3k. In 2017-2020, Netum's ratio has been in the range of EUR 122.7-
154.6k, which is at a high level compared to competitors. Nitor and Reaktor have the
highest net sales/employee ratios in the sector, at least in parts likely due to the high
focus on Helsinki. The service offering and employee experience will also impact on the
differences between competitors.

Figure 11: Net sales/employee 2017-2020
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Source: Asiakastieto, Netum, company websites, Evli Research

In our view, Netum's cost competitiveness is slightly improved by having offices in
Tampere, Turku, and Pori. Of the total employees around 88% have been employed
outside Helsinki. Although the difference is likely not substantial in wages, office
expenses should be clearly lower. Furthermore, employee turnover is also lower outside
Helsinki, where competition for skilled personnel remains tough. The local presence also
provides attractivity as an employer and benefits to acquiring new customers in the
areas. Netum also has a low organization structure, which supports cost competitiveness
against especially the large IT-services players (Tieto, CGI etc.), that on the other hand
may enjoy some economies of scale benefits.
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Figure 12: Netum's offices
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Strategy and financial targets

Netum's goal is to be the most trusted partner and the most attractive employer in the
industry. The company helps customers to develop their digital business responsibly and
securely, and acts as a partner with customers in change and makes it easier to
implement digital solutions in everyday life. The cornerstone of Netum's strategy is
“Legacy to digi" concept that enables combining traditional IT solutions with the latest
digital applications. Netum is currently focusing on the domestic market.

Figure 13: Legacy to Digi concept
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Source: Netum

Netum aims to grow rapidly organically and according to Netum's financial targets, the
company aims to achieve ~20% annual organic growth in the coming years. Netum's
strategic growth areas are data & analytics, cyber security, Netum DUX, and integration.
Organic growth is supported by wide service offering, which provides cross-selling
opportunities. For example, Netum's consultation, integration and development projects
often lead to the use of continuity services. This, in turn, enables long-term customer
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relationships that strengthen Netum's position as customers plan new projects in the
future. The company also sees growth opportunities in SaaS services such as Akamai,
Netum DUX, and Truugo.

In addition to organic growth, the company is actively looking for opportunities for
inorganic growth and seeks to grow through selective acquisitions. The purpose of the
potential acquisitions is primarily to strengthen service offering and resources as well as
to expand the customer base. Potential acquisition targets could include for example
smaller IT service providers focusing on data & analytics andfor cyber security. A core
part of the strategy is to continue profitable growth, and this will no doubt influence
Netum's decisions regarding inorganic growth.

Netum has set the following financial targets and dividend policy:

e  Growth: Netum aims to reach net sales of EUR 30 million in 2023 through
organic growth

e  Profitability: Netum's target is to continue its profitable growth and achieve
an EBITDA margin of at least 15%

e Dividend: Netum aims to distribute at least 40% of the comparable profit
(excluding goodwill amortization and costs related to IPO) as dividends each
year

Financial performance
Net sales

Netum has been able to grow rapidly while maintaining good profitability. Net sales have
increased from EUR 7.9 million in 2016 to EUR 17.5 million in 2020, with strong annual
growth rates. The net sales CAGR in 2016-2020 was 22%. Growth has been both organic
and inorganic, with a higher share of organic growth. Netum's organic annual growth
rate was on average 15% between 2016 and 2020. Since 2017 the number of employees
has more than doubled from 65 to 160 in 2021.

Figure 14: Net sales development in 2016-2020
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Netum's net sales in 2020 increased by 31.1% to EUR 17.5 million, with organic growth
of 27%. The strong growth was mainly driven by the EURA 2021 project, which started in
early 2020. In Q1/2021, Netum's net sales increased by 9.7% from EUR 4.4 million to EUR
4.8 million. According to the guidance for 2021, Netum's net sales are expected to
increase to EUR 20-22 million.

Profitability

Despite strong sales growth, Netum has been able to maintain strong margins. The
average EBITA and EBIT margins between 2015-2020 have been 16.5% and 12.4%, which
in our view are at a good level in the IT-services industry. Netum reports financials in
accordance with the Finnish Accounting Standards, where company goodwill is
amortized periodically on a straight-line basis, and the EBITA metric is as such more
comparable with the IFRS accounting standard EBIT. The margins declined in 2019
compared with 2018, as the company recruited employees for the EURA 2021 project in
advance during 2019, which had a negative short-term impact on profitability. EBITA
and EBIT margins returned to normal levels (17.1% and 11.5%) in 2020 as the EURA
2021 project started. In Q1/2021, comparable EBITA increased from EUR 0.7 million in
Q1/2020 to EUR 0.8 million. According to the guidance for 2021, Netum estimates
comparable EBITA to be EUR 3.1-3.5 million.

Figure 15: EBITA and EBITA margin (%) in 2015-2020 Figure 16: EBIT and EBIT margin (%) in 2015-2020
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Personnel expenses
majority of the cost base

Other OPEX 12.2% of the
total cost base in 2020

Cost structure

The IT-services sector is a labor-intensive industry with personnel being a key asset. The
majority of companies’ costs in the sector relate to personnel expenses. In 2019 and
2020, personnel expenses represented 61.9% and 57.3% of the total cost base,
respectively. The competitiveness of Netum's personnel cost base is slightly improved by
having offices in the Finnish cities of Tampere, Turku and Pori, where the company
employs ~88% of its total personnel. Wage levels are slightly lower in these cities
compared to the capital city of Helsinki. The share of personnel expenses to the total cost
base was at a higher level in 2019 as Netum recruited employees in advance for the
EURA 2021 project, which started in 2020.

Materials and services represented 16.3% and 22.6% of the cost base in 2019 and 2020.
Material and services expenses consist mainly of services that Netum purchases from
other companies in order to successfully complete customer projects. Other operating
expenses were 13.5% and 12.2% of the cost base in 2019 and 2020, respectively. Other
operating expenses consist mainly of SGE&A expenses and expenses from business
premises. Under the Finnish Accounting Standard, in contrast to IFRS, leases are
recognized as expenses instead of depreciation of right-of-use assets.
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Depreciation and amortization in 2019 and 2020 amounted to 8.4% and 7.9% of the
total cost base respectively. The majority of the D&A relates to goodwill amortization, as
under the Finnish Accounting Standard goodwill created from the acquisition of other
companies is depreciated on a straight-line basis over 10 years. Roughly 87% of D&A
expenses related to goodwill amortization in 2020.

Figure 17: Netum's cost base
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Source: Netum, Evli Research
Balance sheet

Netum's total assets at the end 2020 amounted to EUR 12.1 million. Goodwill and other
intangibles make up over half of Netum's balance sheet and intangibles have mainly
been obtained from acquisitions made in the past years. Other intangible rights represent
a minor share of intangibles. Receivables and inventories accounted for EUR 3.1m or
26% of total assets and Netum's cash position amounted to EUR 1.3m in 2020. The IPO
will further bolster the cash position by some EUR 7.2m.

Of the liabilities, long-term financial liabilities amounted to EUR 3.2 million or 26% of
total liabilities at the end of 2020, consisting mainly of bank debt used in acquisitions.
Short-term debt and other current liabilities were approximately EUR 3.8 million or 32%
of total liabilities. The company's net debt was EUR 2.4 million at the end of Q1/2021 and
according to Netum's management, the company intends to pay the short-term debt,
after which only long-term debt remains. It is also expected to lower interest expenses
this year. Total equity amounted to EUR 5.1 million (3.2 million) and the equity ratio was
44.2% (37.4%).
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Figure 18: Balance sheet at the end of 2020

MEUR
14
12
Cash
10 Trade receivables Short=term debt
and inventories
8
6
Goodwill and
4 other intangible
5 assets Total equity
0

Assets Liabilities

Source: Netum, Evli Research
Guidance and outlook

Netum estimates net sales to increase to EUR 20-22 million in 2021. Comparable EBITA is
estimated to be EUR 3.1-3.5 million in 2021.

According to Netum's management, demand is strongest in data & analytics services
(part of the digital service development business) as well as cyber security services. In
these businesses, demand is currently higher than Netum's supply, and management
expects strong annual growth to be well above the target of 20%. Achieving targeted
growth rates will heavily depend on the company's ability to recruit employees at the
same pace as demand. 2020 was a weaker year for Netum's integration services, as
COVID-19 reduced demand from April and the long-term agreement with PHOENIX
Pharmahandel ended. This year's demand looks better and management expects at least
10% growth in integration services. Continuity services are expected to grow faster
compared to traditional IT-services.

Estimates for 2021E-2023E

Netum's net sales increased by 9.7% in Q1/21. During the first quarter, Netum has
continued to actively recruit and in April, the company had already hired 30 new
employees. The growth rate in the first quarter is slightly below the pace of full-year
guidance (14-25%), but we expect that recruitments will be realized as faster growth
towards the end of the year. We believe that the recruitments will already be visible in
Q2 net sales and we expect H1/21 net sales to grow by 14.3% to EUR 9.8 million. There is
also some seasonality in Netum's business and Q4 is typically the strongest quarter. We
estimate full-year 2021E net sales to grow by 19.7% to EUR 21 million. We expect to see
growth in all business areas, but the biggest growth drivers are expected to be cyber
security services, where demand and the number of employees have grown significantly
(from 12 employees in Q4/20 to 20 in Q1/21), as well as digital service development
driven by data & analytics services.
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Figure 19: Net sales and sales growth (%) in 2018-2023E
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The comparable EBITA during Q1/21 amounted to EUR 0.8m, at a margin of 16.1%.
Netum estimates that its comparable EBITA to be EUR 3.1-3.5 million in 2021 (2020: EUR
3.1m at a margin of 17.6%). We estimate a full-year comparable EBITA of EUR 3.3m, at a
margin of 15.9%, which is at the midpoint of guidance.

Netum has a strong growth record with a CAGR of 22% in 2016-2020. In 2022E-2023E,
we expect Netum to be able to continue profitable strong growth. According to Netum's
management, the estimated volume of existing contracts for next year is approximately
EUR 15 million. In addition, management sees good opportunities for new frame
agreements as well as for extending contracts with existing customers. We estimate a
sales growth of 200 and 17.0%, respectively. Growth is expected to be organic and we
expect sales of Akamai and Netum Dux to be gradually be reflected in the company's net
sales in 2022E-23E. Growth can also be boosted by potential acquisitions (not included
in our estimates below).

Netum targets an EBITDA-margin of >15%. The company has been able to exceed this
profitability level on a regular basis except in 2019, when the EBITDA-margin was 13%
due to preparations for the large EURA 2021 project. We see that Netum has the
potential to maintain this profitability level. However, strong growth requires active
recruitment and competition for skilled employees may put pressure on margins. In
addition, the timing and preparation for larger projects may cause fluctuations in the
EBITDA margin level.

We estimate an EBITA for 2022E and 2023E of EUR 3.8m and 4.6m, corresponding to an
EBITA-margin of 15.2% and 15.5% respectively. We note that EBITA is our preferred
metric for profitability due to differing accounting standards, as Netum reports
financials in accordance with the Finnish Accounting Standards as opposed to IFRS. The
FAS EBITA is more comparable with the IFRS EBIT, as under FAS goodwill is amortized
periodically and EBITA excludes said amortizations.
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Figure 20: EBITA and EBITA-margin in 2018-2023E
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Table 1: Estimates

Netum (EURm)

Net sales
Sales growth %
Other income
Materials and services
9% of net sales
Personnel expenses
9% of net sales
Other op. expenses
% of net sales

EBITDA
EBITDA-%

D&A
Tangible
Intangible
Goodwill amortization

EBITA
EBITA-%

Items affecting comparability
Comparable EBITA
Comparable EBITA-%

EBIT
EBIT-%

Source: Evli Research
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Figure 21: EBIT and EBIT-margin in 2018-2023E
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Finnish companies have
traded at a discount
compared to other Nordic
players
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pre-COVID-19 levels
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Valuation

We initiate coverage of Netum with a HOLD-rating and target price of EUR 4.4. The share
price rose clearly after the IPO and current valuation multiples are rather in line with the
Finnish peers. In our view, Netum's strong track record of growth, relatively high net
sales/employee ratio and above-average profitability could even support a premium to
our peer group. On the other hand, Netum's smaller size, competition for skilled
employees, concentrated customer base, and intensifying competition should be taken
into account when looking at valuation.

Our peer group for Netum consists of small and medium sized IT-services companies
listed in Finland. These companies include Siili Solutions, Vincit, Innofactor, Solteq,
Gofore, Bilot, Digia, and Nixu. We have also compared the Finnish companies' valuation
against other Nordics players (other Nordic in the table). Other Nordic companies include
Bouvet (NO), Enea (SWE), Knowit (SWE), Atea (NO), NNIT (DEN), Addnode (SWE), and
TietoEVRY (FIN).

Looking at 12-month forward EV/EBITDA, EV/EBIT, EV/Sales and P/E multiples over the
last three years, the Finnish peers have been trading at lower multiples than other
(mainly larger) Nordic peers. On earnings-based multiples, other Nordic peers have been
valued at an average premium of 11-23% compared to the Finnish peer group over the
past three years. The current median EV/EBIT multiples on our Finnish peer group for
2021E-22E are at 14.7x and 13.7x, while other Nordic players trade at 18.3x and 15.9x.
The valuation of Finnish peer group is also lower on P/E multiples (18.5x/16.6x against
22.8x/19.6x). Other Nordic players median EV/EBITDA is at 12.2x/11.7x, while the Finnish
companies' multiples are at 9.7x/9.1x for 2021E-22E. The Finnish players are expected to
grow faster than their Nordic peers, while profitability is expected to be slightly lower
compared to other Nordic peers.

The valuation multiples in the Nordic IT-services sector have risen above pre-COVID-19
levels and are well above the three-year averages. Including all peer group companies,
median EV/EBITDA and EV/EBIT multiples are at 10.3x and 15.7x for 2022E, respectively.
EV/Sales multiples are quite reasonable at 1.3x for 2022E.
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Figure 22: 12-month forward EV/EBITDA Figure 23: 12-month forward EV/EBIT
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Figure 24: 12-month forward EV/Sales Figure 25: 12-month forward P/E
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The share price of EUR 4.4 (7.6.2021 closing price) translates into EV/EBITA of 12.6x/11.2x
and adj. P/E of 18.4x/17.0x on our 2021E-2022E estimates. The EV/EBITA multiples are
slightly below the Finnish peer group while the adj. P/E multiples are quite in line with
said peers. Looking at the Finnish peer group's three-year averages of 12-month forward
EV/EBIT (12.7x) and PJE (14.8x) multiples, Netum trading quite in line with EV/EBIT
multiple and above P/E multiples. Multiples have however risen across the board during
the year so far and the three-year averages are clearly below current valuation levels.
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Table 2: Peer group valuation

MCAP EV/EBITDA EV/EBIT P/E EV/Sales
Finnish peer group MEUR 21 22 23 21 22 23 21 22 23 21 22 23
Siili Solutions m 7.9x 6.7x 6.8x 13.4x 10.4x 9.8x 14.0x 11.5x 11.5x 1.2x 1.0x
Vincit 121 17.9x 15.4x 14.2x
Innofactor 65 6.6x 7.7x 7.4x 10.5x 10.7x 10.5x 11.1x 13.5x 12.1x 1.0x 09x 09x
Solteq 109 9.3x 8.7x 8.2x 15.0x 13.5x 12.2x 19.0x 16.7x 14.3x 1.9x 1.7x 1.6x
Gofore 278 15.0x 13.0x 11.9x 19.9x 16.7x 15.0x 24.6x 21.x 19.0x 2.7x 2.4x 2.2x
BILOT 20.1x 17.8x 16.6x 1.1x 1.0x
Digia 205 10.0x 9.4x 9.2x 14.5x 139x 129x 17.2x 16.4x 15.1x 1.4x 1.3x 1.2x
Nixu 67 20.9x 15.0x 11.1x 46.0x 23.8x 15.0x 75.0x 33.3x 19.6x 1.3x 1.1x
Peer Group Average 137 11.6x 10.1x 9.1x 19.9x 14.8x 12.6x 24.9x 18.2x 15.3x 1.5x 1.3x 1.5x
Peer Group Median 111 9.7x 9.1x 8.7x 14.7x 13.7x 12.5x 18.5x 16.6x 14.7x 1.3x 1.1x 1.4x
MCAP EV/EBITDA EV/EBIT P/E EV/Sales
Other Nordic peer group MEUR 21 22 23 Al 22 23 21 22 23 Al 22 23
Bouvet 646 14.5x 13.6x 12.4x 17.9x 16.5x 15.0x 25.4x 23.5x 21.3x 2.3x 19x 1.8x
Enea 472 14.3x 11.9x 10.7x 21.6x 17.0x 14.6x 23.8x 19.8x 16.8x 5.1x 4.2x 3.6x
Knowit 596 12.2x 11.7x 10.9x 15.2x 14.3x 13.4x 20.3x 19.6x 18.3x 1.5x 1.4x 1.3x
Atea 1863 11.5x 10.3x 9.7x 18.3x 15.7x 14.4x 22.8x 19.5x 17.6x 0.5x 0.4x 0.4x
NNIT 414 8.7x 8.1x 7.6x 19.4x 15.9x 14.0x 20.6x 17.0x 14.9x 1.2x 1.1x 1.1x
Addnode Group 1061 21.7x 20.7x 19.4x 31.8x 29.7x 33.1x 32.9x 31.2x 28.3x 29x 2.7x 2.4x
TietoEVRY 3107 7.8x 7.5x 7.2x 11.3x 10.7x 10.1x 11.5x 10.6x 10.0x 1.3x 1.3x 1.2x
Peer Group Average 1166 12.9x 12.0x 11.1x 19.4x 17.1x 16.4x 22.5x 20.2x 18.2x 2.1x 1.9x 1.7x
Peer Group Median 646 12.2x 11.7x 10.7x 18.3x 15.9x 14.4x 22.8x 19.6x 17.6x 1.5x 1.4x 1.3x
Sales Sales gr. EBIT-% Div. yield
Finnish peer group 20 21 22 23 Al 22 23 21 22 23
Siili Solutions 83 18.0% 10.3% 3.5% 12.7 % 13.6 % 129 % 2.5% 2.8 % 3.1%
Vincit 52 18.4% 9.8% 6.9% 15.1 % 16.0 % 16.2 % 20% 2.2% 2.4 %
Innofactor 66 3.9% 4.0% 3.5% 16.4 % 13.4 % 13.4 % 29 % 33 % 3.7 %
Solteq 61 13.3% 7.6% 6.7% 21.0% 20.8 % 20.8 % 2.1% 2.7 % 3.2%
Gofore 78 30.4% 12.3% 9.5% 16.6% 17.1%  17.1% 1.7 % 2.0% 22 %
BILOT 18 35.6% 6.0% 6.0% 9.4 % 9.9 % 10.2 % 1.1 % 1.3 % 1.7 %
Digia 139 9.6% 5.3% 4.3% 141%  143%  140% 22% 2.5% 29 %
Nixu 53 4.9% 15.0% 14.9% 5.9 % 7.2 % 84 % 0.0 % 0.0 %
Peer Group Average 70 16.9% 8.9% 6.50% | 13.8% 14.0% 14.0% | 1.9% 220% 2.8%
Peer Group Median 66 18.0% 9.8% 6.0% 14.1% 13.6% 13.4% [ 2.1 % 2.5 % 3.0 %
Sales Sales gr. EBIT-% Div. yield
Other Nordic peer group 20 22 22 22
Bouvet 235 10.7% 13.2% 9.2% 155%  146% 153 % 33% 3.8% 39 %
Enea 90 4.1% 15.5% 13200 | 36.7%  382% 3760 | 00% 0.6 % 20%
Knowit 335 15.3% 5.3% 5.3% 12.1 % 120 % 12.2 % 2.2% 2.4 % 2.5%
Atea 3851 5.4% 4.1% 4.5% 4.2 % 4.5 % 4.6 % 3.5% 4.0 % 4.4 %
NNIT 380 3.6% 5.7% 6.0% 14.5 % 14.6 % 14.7 % 2.5% 30% 34 %
Addnode Group 377 -0.7% 4.3% 8.9% 13.1% 13.2% 12.9 % 0.8 % 0.9 % 1.0 %
TietoEVRY 2786 0.9% 2.6% 3.4% 1830%  187% 187 % 5.6 % 5.6 % 59 %
Peer Group Average 1151 5.6% 7.2% 7.2% |163% 1650% 16.60% | 26% 29% 3.3%
Peer Group Median 377 4.1% 5.3% 6.0% [145% 14.6% 14.7% | 25% 3.0% 3.4 %

Source: FactSet, Evli Research
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Risk factors

The main risks to our investment case are:

1)

2)

3)

4)

Failing to maintain key personnel and attract new skilled professionals.
Competition for skilled employees has been increasing in the IT-services sector.
Especially experienced IT-professionals are on the recruiting list of many companies.
The company's success and organic growth depend to a large extent on the
company's ability to recruit skilled professionals, motivate and engage its personnel,
and maintain and develop professional skills of its employees. Some IT-services
players have acquired small companies to get new employees as it has become more
difficult to find right employees.

Increased competition dampening price level. Due to strong growth
expectations in the new digitalization market, competition is likely to intensify. The
current price level is healthy but when market growth decelerates, price competition
may increase in the sector. Price competition is typically tougher in the public
sector, which is Netum's main market.

Higher personnel costs due to wage inflation. Wage inflation has been a reality
in the market in recent years and a lack of experienced employees may potentially
continue to increase wage competition in the IT-services market.

Customer risk. Netum's five largest customers have accounted for some 77% of
the company's net sales in 2020, which we consider a risk. Contracts awarded
through the company's public procurement tenders are also generally tied to a
specific project or fixed-term, which requires continuous success in the
procurement processes to reach the targeted growth.
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VALUATION RESULTS

BASE CASE DETAILS

VALUATION ASSUMPTIONS

ASSUMPTIONS FOR WACC

Current share price
DCF share value

Share price potential, %
Maximum value
Minimum value
Horizon value, %

4.31 PV of Free Cash Flow

4.60 PV of Horizon value
6.8 Unconsolidated equity
5.0 Marketable securities
4.2 Debt - dividend

57.6 Value of stock

24 Long-term growth, %
32 WACC, %

0 Spread, %

1 Minimum WACC, %
-4 Maximum WACC, %
53 Nr of shares, Mn

2.5 Risk-free interest rate, %
8.4 Market risk premium, %
0.5 Debt risk premium, %
7.9 Equity beta coefficient
8.9 Target debt ratio, %

11.5 Effective tax rate, %

2.25
5.8
2.8

1.00

20
20

DCF valuation, EURm 2020 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E Horizon
Net sales 18 21 25 29 34 35 36 37 38 39 40 41
Sales growth, % 31.1 197 200 170 150 3.0 3.0 3.0 3.0 3.0 25 25
Operating income (EBIT) 2 2 3 4 4 4 4 5 5 5 5 5
Operating income margin, % 71.5 71.8 71.0 71.9 2.5 125 125 725 72.5 125 125 2.5

+ Depreciation+amort. 1 1 1 1 0 0 0 0 0 0 0
EBITDA 3 4 4 5 5 5 5 5 5 5 5

- Paid taxes 0 -1 -1 -1 -1 -1 -1 -1 -1 -1 -1

- Change in NWC -1 0 0 0 0 0 0 0 0 0 0
NWC / Sales, % 12 -07 -07 -07 -07 -07 -07 -07 -07 -07 @ -07

+ Change in other liabs 0 0 0 0 0 0 0 0 0 0 0

- Operative CAPEX 0 0 0 0 0 0 0 0 0 0 0
opCAPEX / Sales, % 1.6 7.4 7.3 7.2 7.2 7.0 7.0 7.0 7.0 7.0 7.0

- Acquisitions 0 0 0 0 0 0 0 0 0 0 0

+ Divestments 0 0 0 0 0 0 0 0 0 0 0

- Other items 0 0 0 0 0 0 0 0 0 0 0

= FCFF 2 3 3 4 3 3 4 4 4 4 4 70

= Discounted FCFF 3 3 3 2 2 2 2 2 2 2 32

= DFCF min WACC 3 3 3 3 2 2 2 2 2 2 37

= DFCF max WACC 3 3 3 2 2 2 2 2 2 2 28
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EVLI ESTIMATES, EURm 2020Q1 2020Q2  2020Q3 2020Q4 2020 | 2021Q1E 2021Q2E 2021Q3E  2021Q4E| 2021E  2022E  2023E
Net sales 0.0 0.0 0.0 17.5 17.5 0.0 9.8 0.0 11.2 21.0 25.2 29.5
EBITDA 0.0 0.0 0.0 3.2 3.2 0.0 1.8 0.0 2.0 3.7 4.0 4.8
EBITDA margin (%) 00 00 00 185 185 00 180 00 17.7 17.9 16.0 163
EBIT 0.0 0.0 0.0 2.0 2.0 0.0 1.1 0.0 1.4 2.5 2.8 35
EBIT margin (%) 0.0 00 00 1.5 & 00 11.5 00 12.7 11.8 71.0 71.9
Net financial items 0.0 0.0 0.0 -0.2 -0.2 0.0 -0.8 0.0 0.0 -0.9 -0.1 -0.1
Pre-tax profit 0.0 0.0 0.0 1.8 1.8 0.0 0.3 0.0 1.3 1.6 2.7 3.4
Tax 0.0 0.0 0.0 -0.5 -0.5 0.0 -0.2 0.0 -0.4 -0.5 -0.7 -09
Tax rate (%) 00 00 00 17.6 17.6 00 200 00 200 200 20.0 20.0
Net profit 0.0 0.0 0.0 13 1.3 0.0 0.1 0.0 09 1.1 19 2.5
EPS 0.00 0.00 0.00 0.15 0.15 0.00 0.01 0.00 0.08 0.09 0.17 0.22
EPS adjusted (diluted no. of shares) 0.00 0.00 0.00 0.15 0.15 0.00 0.01 0.00 0.08 0.09 0.17 0.22
Dividend per share 0.00 0.00 0.00 0.00 0.08 0.00 0.00 0.00 0.00 0.09 0.10 0.12
SALES, EURm

Group 0.0 0.0 0.0 17.5 17.5 0.0 9.8 0.0 11.2 21.0 25.2 295
Total 0.0 0.0 0.0 17.5 17.5 0.0 9.8 0.0 11.2 21.0 25.2 295
SALES GROWTH, Y/Y %

Group 0.0 0.0 0.0 31.1 31.1 0.0 0.0 0.0 -36.1 19.7 20.0 17.0
Total 0.0 0.0 0.0 31.1 31.1 0.0 0.0 0.0 -36.1 19.7 20.0 17.0
EBIT, EURm

Group 0.0 0.0 0.0 2.0 2.0 0.0 1.1 0.0 1.4 2.5 2.8 35
Total 0.0 0.0 0.0 2.0 2.0 0.0 1.1 0.0 1.4 2.5 2.8 35
EBIT margin, %

Group 0.0 00 00 11.5 11.5 00 11.5 00 12.1 1.8 71.0 71.9
Total 00 00 00 1.5 11.5 00 1.5 00 12.1 11.8 71.0 71.9
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INCOME STATEMENT, EURm 2016 2017 2018 2019 2020 2021E 2022E 2023E
Sales 79 10.0 11.9 13.4 17.5 21.0 25.2 29.5
Sales growth (%) 49 26.8 181 127 31.1 19.7 200 17.0
EBITDA 1.6 1.8 2.2 1.7 3.2 3.7 4.0 4.8
EBITDA margin (%) 79.9 17.5 18.7 13.0 185 17.9 16.0 16.3
Depreciation 0.0 -0.1 -0.1 -0.1 -0.2 -0.2 -0.2 -0.2
EBITA 1.6 1.6 2.1 1.6 3.1 35 3.8 4.6
Goodwill amortization | writedown 0.0 -0.7 -0.8 -0.9 -1.1 -1.1 -1.1 -1.1
EBIT 1.6 1.0 1.3 0.7 20 25 2.8 35
EBIT margin (%) 19.8 96 11.7 50 1.5 11.8 11.0 11.9
Reported EBIT 1.6 1.0 1.3 0.7 20 25 2.8 35
EBIT margin (reported) (%) 79.8 96 71.7 50 11.5 71.8 71.0 71.9
Net financials 0.2 -0.2 -0.2 -0.2 -0.2 -0.9 -0.1 -0.1
Pre-tax profit 1.7 0.8 1.1 0.5 1.8 1.6 2.7 34
Taxes -0.3 -0.4 -03 -0.4 -0.5 -0.5 -0.7 -0.9
Minority shares 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net profit 1.4 0.4 0.8 0.1 1.3 1.1 1.9 25
Cash NRIs 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Non-cash NRIs 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
BALANCE SHEET, EURm

Assets

Fixed assets 0 0 0 0 1 1 1 1
Goodwill 0 8 7 8 7 6 5 4
Right of use assets 0 0 0 0 0 0 0 0
Inventory 0 0 0 0 0 0 0 0
Receivables 3 3 2 3 3 3 4 5
Liquid funds 2 0 1 1 1 9 10 12
Total assets 5 1" 10 12 12 19 20 22
Liabilities

Shareholder's equity 3 2 3 3 5 12 13 15
Minority interest 0 0 0 0 0 0 0 0
Convertibles 0 0 0 0 0 0 0 0
Lease liabilities 0 0 0 0 0 0 0 0
Deferred taxes 0 0 0 0 0 0 0 0
Interest bearing debt 0 6 5 6 4 3 3 2
Non-interest bearing current liabilities 1 3 2 3 3 4 4 5
Other interest-free debt 0 0 0 0 0 0 0 0
Total liabilities 5 11 10 12 12 19 20 22
CASH FLOW, EURm

+ EBITDA 2 2 2 2 3 4 4 5
- Net financial items 0 0 0 0 0 -1 0 0
- Taxes 0 0 0 0 0 -1 -1 -1
- Increase in Net Working Capital -1 1 0 0 -1 0 0 0
+/- Other 0 0 0 0 0 0 0 0
= Cash flow from operations 0 2 2 1 2 3 3 4
- Capex 0 -9 0 0 0 0 0 0
- Acquisitions 0 0 0 0 0 0 0 0
+ Divestments 0 0 0 0 0 0 0 0
= Free cash flow 0 -6 2 1 2 2 3 3
+/- New issues/buybacks 2 -1 0 1 1 7 0 0
- Paid dividend 0 0 0 0 0 -1 -1 -1
+/- Other 0 6 -1 -2 -2 -1 0 0
Change in cash 2 -2 1 0 1 8 1 2
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KEY FIGURES 2017 2018 2019 2020 2021E 2022E 2023E
M-cap 0 0 0 0 50 50 50
Net debt (excl. convertibles) 6 4 5 3 -6 -8 -10
Enterprise value 6 4 5 3 44 42 40
Sales 10 12 13 18 21 25 29
EBITDA 2 2 2 3 4 4 5
EBIT 1 1 1 2 2 3 4
Pre-tax 1 1 0 2 2 3 3
Earnings 0 1 0 1 1 2 3
Equity book value (excl. minorities) 2 3 3 5 12 13 15
Valuation multiples

EV/sales 0.6 0.4 0.4 0.2 2.1 1.7 13
EV/EBITDA 3.4 19 2.8 0.8 1.7 10.4 8.2
EV/EBITA 3.7 20 3.0 0.9 123 109 8.6
EV/EBIT 6.2 3.2 7.1 1.4 17.6 15.2 13
EV/OCF 2.4 2.4 35 1.3 16.3 13.0 103
EV/FCFF -1.0 20 -250.9 1.6 14.1 14.1 1.1
P/FCFE 0.0 0.0 0.0 0.0 20.9 17.2 14.3
PJE 0.0 0.0 0.0 0.0 47.2 26.0 19.8
P/B 0.0 0.0 0.0 0.0 4.0 37 3.4
Target EV/EBITDA 00 00 00 00 71.9 106 84
Target EV/EBIT 00 00 00 00 180 155 11.6
Target EVJFCF 00 00 00 00 188 4.8 11.6
Target F/B 00 00 00 00 4.1 3.8 3.4
Target F/E 00 0.0 00 0.0 482 265 202
Per share measures

Number of shares 32,000 32,000 8,500 9,000 11,635 11,5635 11,635
Number of shares (diluted) 32,000 32,000 8,500 9,000 11,535 11,535 11,535
EPS 0.01 0.02 0.02 0.15 0.09 0.17 0.22
Operating cash flow per share 0.08 0.06 0.16 0.23 0.23 0.28 0.33
Free cash flow per share -0.19 0.06 0.13 0.20 0.21 0.25 0.30
Book value per share 0.06 0.08 0.38 0.56 1.08 1.16 1.28
Dividend per share 0.01 0.01 0.05 0.08 0.09 0.10 0.12
Dividend payout ratio, % 56.5 51.8 309.8 57.7 98.6 60.2 55.0
Dividend yield, % 0.0 0.0 0.0 1.9 2.1 2.3 2.8
FCF yield, % 0.0 0.0 0.0 0.0 4.8 5.8 7.0
Efficiency measures

ROE 163 33.6 4.7 315 12.0 14.8 17.9
ROCE 17.0 16.7 8.3 22.5 20.1 17.6 215
Financial ratios

Inventories as % of sales 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Receivables as % of sales 29.9 16.5 19.3 17.9 16.0 16.0 16.0
Non-interest bearing liabilities as % of sales 29.4 17.1 232 16.7 16.7 16.7 16.7
NWC/sales, % 0.5 -0.6 -39 1.2 -0.7 -0.7 -0.7
Operative CAPEX/sales, % 86.3 -1.0 20 1.6 1.4 13 1.2
CAPEX/sales (incl. acquisitions), % 86.3 -1.0 2.0 1.6 1.4 1.3 1.2
FCFF/EBITDA -3.4 0.9 0.0 0.5 0.8 0.7 0.7
Net debt/EBITDA, book-weighted 3.4 19 2.8 0.8 -1.6 -19 =21
Debt/equity, market-weighted 0.0 0.0 0.0 0.0 0.1 0.1 0.0
Equity ratio, book-weighted 18.2 26.6 27.3 419 65.7 66.6 68.0
Gearing, % 2935 165.3 148.9 54.1 -47.9 -58.6 -69.0
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COMPANY DESCRIPTION: Netum is a Finland-based strongly growing IT services company with over 20 years of experience of demanding IT projects. Netum employs ~160
IT professionals in Helsinki, Tampere, Turku, and Pori. The company's services include digital service development, continuity services, integration services, cyber security
solutions, and IT management consulting. In addition, the company has two SaaS software solutions, Truugo (message validation platform) and Netum DUX (IT asset
management).

INVESTMENT CASE:

OWNERSHIP STRUCTURE SHARES EURm %
Matti Mujunen 1,965,000 8.646 17.0%
Cascate Oy 1,445,000 6.358 12.5%
Osaamo Oy 1,327,440 5.841 11.5%
Aloma Oy 1,300,000 5.720 11.3%
Jari Lilja 757,808 3334 6.6%
Oy Fincorp Ab 501,708 2.208 4.4%
lImarinen Mutual Pension Insurance Company 437,500 1.925 3.8%
Olli Savolainen 397,808 1.750 3.5%
Tero Nummijarvi 232,409 1.023 2.0%
Ari Pulkkinen 227,094 0.99 2.0%
Ten largest

Residual

Total 100%

EARNINGS CALENDAR
August 24,2021 Q2 Report

OTHER EVENTS

COMPANY MISCELLANEOUS

CEO: Matti Mujunen Yliopistonkatu 58 B, 33100 Tampere
CFO: Pekka Levénen Tel:
IR:

Evli Bank Plc, Aleksanterinkatu 19 A, P.0. Box 1081, FIN-00101 Helsinki, Finland, Tel +358 9 476 690, Fax +358 9 634 382, www.evli.com
29(33)



http://www.evli.com/

EVLI EQUITY RESEARCH

NETUM

IT Services/Finland, June 8, 2021
Company report

DEFINITIONS
PIE EPS
Pri::e per share Profit before extraord. items and taxes— income taxes + minority interest
Earnings per share Number of shares
P/BV DPS

Price per share
Shareholders™ equity + taxed provisions per share

Dividend for the financial period per share

Market cap

Price per share * Number of shares

OCF (Operating cash flow)

EBITDA - Net financial items - Taxes - Increase in working
capital - Cash NRIs + Other adjustments

EV (Enterprise value)

Market cap + net debt + minority interest at market value -
share of associated companies at market value

FCF (Free cash flow)

Operating cash flow - operative CAPEX - acquisitions + divestments

EV/Sales FCF yield, %
Enterprise value Free cash flow
Sales Market cap
EV/EBITDA Operative CAPEX/sales
Enterprise value Capital expenditure - divestments - acquisitions
Earnings before interest, tax, depreciation and amortization Sales
EV/EBIT Net working capital
Enterprise value Current assets - current liabilities
Operating profit
Net debt Capital employed/Share

Interest bearing debt - financial assets

Total assets — non-interest bearing debt
Number of shares

Total assets

Balance sheet total

Gearing

Net debt
Equity

Div yield, %

Dividend per share
Price per share

Debt/Equity, %

Interest bearing debt
Shareholders' equity + minority interest + taxed provisions

Payout ratio, %

Total dividends

Earnings before extraordinary items and taxes - income taxes + minority interest

Equity ratio, %

Shareholders' equity + minority interest + taxed provisions
Total assets - interest-free loans

ROCE, %

Profit before extraordinary items + interest expenses+ other financial costs

Balance sheet total - non-interest bearing debt (average)

CAGR, %

Cumulative annual growth rate = Average growth per year

ROE, %

Profit before extraordinary items and taxes - income taxes
Shareholder's equity + minority interest + taxed provisions (average)
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Important Disclosures

Evli Research Partners Plc ("ERP") uses 12-month target prices. Target prices are defined by utilizing analytical techniques based on financial theory
including (but not limited to) discounted cash flow analysis and comparative valuation. The selection of valuation methods depends on different
circumstances. Target prices may be altered on the basis of new information coming to light in the underlying company or changes in interest rates,
changes in foreign exchange rates, other securities prices or market indices or outlook for the aforementioned factors or other factors that may change the
conditions of financial markets. Recommendations and changes by analysts are available at Analysts' recommendations and ratings revisions.

Investment recommendations are defined as follows:

Target price compared to share price Recommendation
<-10% SELL
-10 - (+10) % HOLD
> 10 % BUY
ERP's investment recommendation of the analyzed company is updated at least 2 times per year.
0,
60% 58%
50%
40%
0,
30% 27%
0,
20% 15%
10%
0%
Sell Hold Buy

The graph above shows the distribution of ERP's recommendations of companies under coverage in 11th of May 2020. If recommendation is not given, it is
not mentioned here.

Name(s) of the analyst(s): Salokivi

This research report has been prepared by Evli Research Partners Pl ("ERP" or “Evli Research”). ERP is a subsidiary of Evli Bank Plc. Production of the
investment recommendation has been concluded on 8.6.2021, 8:45. This report has been published on 8.6.2021, 9:00.

None of the analysts contributing to this report, persons under their guardianship or corporations under their control have a position in the shares of the
company or related securities.

The date and time for any price of financial instruments mentioned in the recommendation refer to the previous trading day's closing price(s) unless
otherwise stated in the report.

Each analyst responsible for the content of this report assures that the expressed views accurately reflect the personal views of each analyst on the covered
companies and securities. Each analyst assures that (s)he has not been, nor are or will be, receiving direct or indirect compensation related to the specific

recommendations or views contained in this report.

Companies in the Evli Group, affiliates or staff of companies in the Evli Group, may perform services for, solicit business from, hold long or short positions in,
or otherwise be interested in the investments (including derivatives) of any company mentioned in the publication or report.

Evli Corporate Finance has managed or co-managed a public offering of the company's securities during the last 12 months prior to, received compensation
for investment banking services from the company during the last 12 months prior to the publication of the research report.

ERP has signed an agreement with the issuer of the financial instruments mentioned in the recommendation, which includes production of research reports.
This assignment has a limited economic and financial impact on ERP and/or Evli. Under the assignment ERP performs services including, but not limited to,
arranging investor meetings or —events, investor relations communication advisory and production of research material.

ERP or another company within the Evli Group does not have an agreement with the company to perform market making or liquidity providing services.

For the prevention and avoidance of conflicts of interests with respect to this report, there is an information barrier (Chinese wall) between Investment
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Research and Corporate Finance units concerning unpublished investment banking services to the company. The remuneration of the analyst(s) is not tied
directly or indirectly to investment banking transactions or other services performed by Evli Bank Plc or any company within Evli Group.

This report has been disclosed to the company prior to its dissemination. The company has not made any amendments to its contents. Selected portions of
the report were provided to the company for fact checking purposes only.

This report is provided and intended for informational purposes only and may not be used or considered under any circumstances as an offer to sell or buy
any securities or as advice to trade any securities.

This report is based on sources ERP considers to be correct and reliable. The sources include information providers Reuters and Bloomberg, stock-exchange
releases from the companies and other company news, Statistics Finland and articles in newspapers and magazines. However, ERP does not guarantee the
materialization, correctness, accuracy or completeness of the information, opinions, estimates or forecasts expressed or implied in the report. In addition,
circumstantial changes may have an influence on opinions and estimates presented in this report. The opinions and estimates presented are valid at the
moment of their publication and they can be changed without a separate announcement. Neither ERP nor any company within the Evli Group are
responsible for amending, correcting or updating any information, opinions or estimates contained in this report. Neither ERP nor any company within the
Evli Group will compensate any direct or consequential loss caused by or derived from the use of the information represented in this publication.

All information published in this report is for the original recipient's private and internal use only. ERP reserves all rights to the report. No part of this
publication may be reproduced or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, or stored in any
retrieval system of any nature, without the written permission of ERP.

This report or its copy may not be published or distributed in Australia, Canada, Hong Kong, Japan, New Zealand, Singapore or South Africa. The publication
or distribution of this report in certain other jurisdictions may also be restricted by law. Persons into whose possession this report comes are required to
inform themselves about and to observe any such restrictions.

Evli Bank Plc is not registered as a broker-dealer with the U. S. Securities and Exchange Commission (“SEC"), and it and its analysts are not subject to SEC
rules on securities analysts' certification as to the currency of their views reflected in the research report. Evli Bank is not a member of the Financial Industry
Regulatory Authority (“FINRA"). It and its securities analysts are not subject to FINRA's rules on Communications with the Public and Research Analysts and
Research Reports and the attendant requirements for fairness, balance and disclosure of potential conflicts of interest. This research report is only being
offered in U.S. by Auerbach Grayson & Company, LLC (Auerbach Grayson) to Major U.S. Institutional Investors and is not available to, and should not be used
by, any U.S. person or entity that is not a Major U.S. Institutional Investor. Auerbach Grayson is a broker-dealer registered with the U.S. Securities and
Exchange Commission and is a member of the FINRA. U.S. entities seeking more information about any of the issuers or securities discussed in this report
should contact Auerbach Grayson. The securities of non-U.S. issuers may not be registered with or subject to SEC reporting and other requirements.

ERP is not a supervised entity but its parent company Evli Bank Plc is supervised by the Finnish Financial Supervision Authority.
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Contact information
SALES, TRADING AND RESEARCH

Equity, ETF and Derivatives Sales Trading

Joachim Dannberg +358 9 4766 9123 Lauri Vehkaluoto (Head) +358 9 4766 9120

Ari Laine +358 9 4766 9115 Pasi Vaisanen +358 9 4766 9120

Kimmo Lilja +358 9 4766 9130 Antti Kassi +358 9 4766 9120
Miika Ronkanen +358 9 4766 9120

Structured Investments Equity Research

Heikki Savijoki +358 9 4766 9726 Jonas Forslund +358 9 4766 9314

Aki Lakkisto +358 9 4766 9123 Joonas llvonen +358 44 430 9071
Jerker Salokivi +358 9 4766 9149
Teemu Reiman +358 40 352 6175

Evli Investment Solutions

Johannes Asuja +358 9 4766 9205

EVLI

EVLI BANK PLC

Aleksanterinkatu 19 A

P.O. Box 1081

FIN-00101 Helsinki, FINLAND
Phone +358 9 476 690

Fax +358 9 634 382

Internet www.evli.com

E-mail firstname.lastname@evli.com

EVLI BANK PLC,
STOCKHOLMSFILIAL
Regeringsgatan 67 P.O. Box 16354
SE-103 26 Stockholm

Sverige

stockholm@evli.com

Tel +46 (0)8 407 8000

Fax +46 (0)8 407 8001
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