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E-commerce taking market share 
 

Verkkokauppa.com is a growth story with good 

fundamentals and solid business model. The company 

continues focusing on growth and enhancing consumer 

experience. We see Verkkokauppa.com’s mid-term outlook 

remaining favorable, despite of the tightened competition. 

    

Growth company with strong focus on consumer experience 

Verkkokauppa.com’s revenue CAGR in 2010-2018 was 13.5%, 

which has been mainly supported by competitive pricing, strong 

online positioning, new product categories as well as the new 

Raisio store. The competition has continued fierce and price-

driven, forcing the market to consolidate and smaller 

competitors exit the market. With a small physical footprint, the 

company has an efficient and scalable cost base enabling 

competitive pricing and strong reliance against competition. The 

company has strong net cash position which enables 

investments in growth. Verkkokauppa.com has made extensive 

investments in marketing from Q4’18 onwards and focuses on 

improving consumer experience. These investments should 

support further growth but will hamper EBIT improvement this 

year.  

 

Growth expected to continue despite of tight competition 

We see Verkkokauppa.com’s outlook for mid-term favorable and 

expect the company to continue growing in FY19-21E with 

annual growth of ~9%. We see that if consumer migration to 

online shopping continues strong, the company’s scalable cost 

base will support improvements in profitability. We expect EBIT 

to be flat at EUR 13m in 2019E but to improve in 2020E-2021E.   

The biggest concerns are related to the Finnish GDP growth 

which is expected to slow down in 2019-2020 and to fierce 

competition in the market.  

 

“Buy” with TP of EUR 4.7  

We have not made changes to our estimates. On our estimates, 

Verkkokauppa.com is trading ~45% EV/EBIT discount vs. peer 

group in 2019E-2020E. We value Verkkokauppa.com’s base case 

at EV/EBIT multiple of 11x. Our recommendation remains BUY 

with TP of EUR 4.7 
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Share price, EUR (Last trading day’s 

closing price) 

 

3.52 

Target price, EUR 4.7 
 

Latest change in rating 19-Feb-19 

Latest report on company 

 

13-May-19 

Research paid by issuer: Yes 

No. of shares outstanding, ‘000’s 45,065 

No. of shares fully diluted, ‘000’s 45,065 

Market cap, EURm 159 

Free float, % 50.0 

Exchange rate   1.000 

Reuters code VERK.HE 

Bloomberg code VERK FH 

Average daily volume, EURm na. 

Next interim report 9-Aug-19  

Web site www.verkkokauppa.com 
 

Analyst Anna-Liisa Rissanen 

E-mail annaliisa.rissanen@evli.com 

Telephone +358401579919 
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All the important disclosures can be found on the last pages of this report

KEY FIGURES 

 Sales EBIT EBIT Ptx profit EPS P/E EV/Sales P/CF EV/EBIT DPS 

 EURm EURm % EURm EUR (x) (x) (x) (x) EUR 
 

2017 432 13 3.1% 12 0.21 33.8 0.7 12.9 22.0 0.18 

2018 478 13 2.8% 12 0.21 19.8 0.3 17.3 12.3 0.20 

2019E 522 13 2.5% 11 0.20 17.6 0.3 11.4 10.5 0.21 

2020E 569 17 3.1% 16 0.28 12.5 0.2 11.1 7.6 0.22 

2021E 621 20 3.3% 19 0.34 10.4 0.2 9.9 6.3 0.24 
 

Market cap, EURm 159 BV per share 2019E, EUR 0.8 CAGR EPS 2018-21, % 17.7 

Net debt 2019E, EURm -23 Price/book 2019E 4.2 CAGR sales 2018-21, % 9.1 

Enterprise value, EURm 135 Dividend yield 2019E, % 6.0 ROE 2019E, % 24.0 

Total assets 2019E, EURm 188 Tax rate 2019E, % 20.0 ROCE 2019E, % 19.0 

Goodwill 2019E, EURm 0 Equity ratio 2019E, % 20.6 PEG, P/E 19/CAGR 0.8 
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   Investment summary 
 

Verkkokauppa.com is a Finnish online focused retailer offering over 65,000 products in 

over 26 different main product categories. The company’s main category is consumer 

electronics but the company has heavily extended its product range to other categories 

as well. The company has a strong record of growth with a revenue CAGR of 13.5% in 

2010-2018. Growth has been primarily driven by market share increases which have 

been supported by competitive pricing, strong online positioning, new Raisio store as 

well as new product categories. Verkkokauppa.com’s consumer electronics market 

share in 2018 was ~23-24%. The company has been able to win market share 

constantly despite of the tightened price-driven competition.  

 

Verkkokauppa.com has a small physical footprint but the presence of online platform is 

strong. E-commerce is ~12 % of Finnish retail market and it is estimated that 1% or EUR 

400m of retail sales moves to online annually. The company has four physical stores of 

which, Raisio store is the newest one. The company previously had plans to open a 5th 

store but at this moment, these plans have been buried. The company’s cost structure is 

scalable and efficient caused by the small physical footprint which enables competitive 

pricing and strong resilience against competition in the market. The company has been 

able to invest in growth supported by strong net cash position. In 2018 the company 

strengthened its management team and emphasized the importance of consumer 

experience. Verkkokauppa.com started to focus more on marketing last year by launching 

brand campaigns and tv commercials on a regular basis. The company has indicated that 

investments in marketing will continue throughout the year. 

 

Competition in the Finnish consumer electronics market has been fierce during the past 

~5-10 years, which has led to a consolidation of the market. Consolidation have been 

largely between mid-sized companies. Several competitors have either scaled down or 

exited the market due to profitability issues, with the largest players benefiting from this. 

The three largest players (Gigantti, Verkkokauppa.com and Power) continued to increase 

their market shares in 2018, resulting in a combined market share of ~66%. Price-driven 

competition has added pressure on prices and the market participants are forced to 

adjust their prices in order to protect market shares. Many smaller competitors, who 

have been able to stay in the market, have their physical stores located in smaller towns. 

If these competitors exited the market it is likely that the existing consumers would 

move to online stores, benefiting large online players.  

 

Based on our knowledge, Amazon is not planning to enter the Finnish market in the near 

future, though online shopping from foreign online stores still continues strong. 

However, Finnish customers tend to prefer domestic retailers. Norwegian Komplett 

launched an online retail business in Finland in H2’17 but exited the market already one 

year after in H2’18. Danish Proshop launched a Finnish website in 2017 but as a small 

competitor in the Finnish market, we are not particularly concerned about that.    

 

Verkkokauppa.com was able to grow faster than the market in Q1’19 with revenue 

growth of 13% y/y. H2 is normally stronger for Verkkokauppa.com and we expect 

revenue growth of ~ 9.3% for 2019E which indicates that the surprisingly strong growth 

seen in Q1 should normalize later in 2019E. We expect gross margin to be at ~14.7% in 

2019E as fierce competition will keep the prices low. We see EBIT to remain flat at EUR 

13m in 2019E but to improve in 2020E-2021E supported by growing net sales and 

scalable cost base.  

 

We concluded a scenario analysis and value Verkkokauppa.com at EV/EBIT of 11x, based 

on the average of Verkkokauppa.com’s 3yr forward EV/EBIT during 2018-2019. On our 

estimates, Verkkokauppa.com is trading ~45% EV/EBIT discount vs. peer group in 2019E-

2020E. As our estimates are intact, we keep our rating “Buy” with TP of EUR 4.7. 

Verkkokauppa.com offers 

over 65,000 products in over 

26 main categories  

Small physical footprint 

enables competitive pricing 

and strong resilience against 

competition 

Combined market share of 

the three biggest market 

players is ~66% 

Cross border shopping 

continues strong, though 

Finnish customer prefer 

domestic retailers 

We retain our rating ”Buy” 

with TP of EUR 4.7 

We expect EBIT to be flat in 

2019E but to improve in 

2020E-2021E 
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Scenario analysis – Verkkokauppa.com 
 
Key assumptions behind base case estimates: 
- No Amazon in the Nordics in the mid-term 

- Competition remains tight in the market 

- No longer expecting the 5th store to open in mid-term 

 

Key assumptions behind pessimistic estimates: 
- Verkkokauppa.com’s underlying growth slows down to ~5% in 2019 and 2020E 

- Slower growth vs. base case weakens fixed cost scalability slightly 

- Price-driven competition will increase, impacting the gross margin 

 

Key assumption behind optimistic estimates 
- Consumers migrate online faster than in base case, supporting OPEX scalability 

- Verkkokauppa.com’s underlying growth reaches ~15% in 2019 and 2020E 

- Company reaches somewhat higher gross margin than in base case, either via easier 

competition or higher capital allocation to Apuraha 

- No Amazon in the Nordics in the mid-term 

 

 

  

Verkkokauppa.com growth (%) CAGR

Scenario estimates 2016 2017 2018 2019E 2020E 2021E 2016 2017 2018 2019E 2020E 2021E 18-21E

Revenue

Pessimistic 371 432 478 522 549 581 8 % 16 % 11 % 9 % 5 % 6 % 7 %

Base case 371 432 478 522 569 621 8 % 16 % 11 % 9 % 9 % 9 % 9 %

Optimistic 371 432 478 522 601 697 8 % 16 % 11 % 9 % 15 % 16 % 21 %

Gross margin

Pessimistic 15,6% 14,5% 15,1% 14,7% 14,6% 14,5 % - - - - -  - -

Base case 15,6% 14,5% 15,1% 14,7% 15,0% 15,0% - - - - -  - -

Optimistic 15,6% 14,5% 15,1% 14,7% 15,3% 15,5 % - - - - -  - -

Fixed costs as % of sales (adj.)

Pessimistic 11,7% 10,3% 11,3% 11,3% 11,3% 11,3% - - - - -  - -

Base case 11,7% 10,3% 11,3% 11,3% 11,4% 11,5% - - - - -  - -

Optimistic 11,7% 10,3% 11,3% 11,3% 10,9% 10,7% - - - - -   - -

Fixed costs (adj.)

Pessimistic -43 -44 -54 -59 -62 -66 10 % 2 % 21 % 10 % 5 % 6 % 7 %

Base case -43 -44 -54 -59 -65 -71 10 % 2 % 21 % 10 % 10 % 10 % 10 %

Optimistic -43 -44 -54 -59 -65 -75 10 % 2 % 21 % 10 % 11 % 14 % 18 %

Adj. EBIT

Pessimistic 13,2 13,5 13,3 12,9 15,0 17,1 19 % 2 % -1 % -3 % 17 % 14 % 9 %

Base case 13,2 13,5 13,3 12,9 17,4 20,4 19 % 2 % -1 % -3 % 35 % 17 % 15 %

Optimistic 13,2 13,5 13,3 12,9 23,4 31,5 19 % 2 % -1 % -3 % 81 % 35 % 54 %

Adj. EBIT margin

Pessimistic 3,6% 3,1% 2,8% 2,5% 2,7% 2,9% - - - - - -

Base case 3,6% 3,1% 2,8% 2,5% 3,1% 3,3% - - - - - -

Optimistic 3,6% 3,1% 2,8% 2,5% 3,9% 4,5% - - - - - -

Source: Evli Research  
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 Verkkokauppa.com’s 3yr forward EV/EBIT multiples, after each quarterly report published 

during 2018-2019 were (based on our estimates):   

 

- 13.2x in Feb 2018 (2020E EV/EBIT) 

- 10,6 in May 2018 (2020E EV/EBIT) 

- 11,7 in Jul 2018 (2020E EV/EBIT) 

- 9,9 in Oct 2018 (2020E EV/EBIT) 

- 7,4 in Feb 2019 (2021E EV/EBIT) 

 

Based on these, Verkkokauppa.com’s 3yr forward EV/EBIT has been ~11x on average 

during 2018-2019. We value our base case 2020E EV/EBIT at 11x and arrive to EUR 5 fair 

value. Our pessimistic 2020E EBIT estimate and a lower 2020E EV/EBIT multiple of 7x 

would yield a fair value of EUR 3 while optimistic 2020E EBIT estimate and a higher 

2020E EV/EBIT multiple of 13x would yield a fair value of EUR 7.  

 

We have put more emphasize on our base case estimates than on our optimistic and 

pessimistic estimates. We keep our rating “Buy” with TP of EUR 4.7. 

 

 

Fair value Weight (%) Comment

3 25 % 2020E EV/EBIT 7x

5 60 % 2020E EV/EBIT 11x

7 15 % 2020E EV/EBIT 13x

4,7  
 

 

 

EV/EBIT 2020E

Pessimistic 2,0x 4,0x 6,0x 8,0x 10,0x 12,0x 14,0x

EV (with 2020E pessimistic EBIT) 30 60 90 120 150 180 210

Net debt 2019E -23 -23 -23 -23 -23 -23 -23

Equity value 53 83 113 143 173 204 234

Equity value per share 1,2 1,8 2,5 3,2 3,8 4,5 5,2

Base case 2,0x 4,0x 6,0x 8,0x 10,0x 12,0x 14,0x

EV (with 2020E base case EBIT) 35 70 104 139 174 209 244

Net debt 2019E -23 -23 -23 -23 -23 -23 -23

Equity value 58 93 128 162 197 232 267

Equity value per share 1,3 2,1 2,8 3,6 4,4 5,2 5,9

 

Optimistic 2,0x 4,0x 6,0x 8,0x 10,0x 12,0x 14,0x

EV (with 2020E optimistic EBIT) 47 93 140 187 234 280 327

Net debt 2019E -23 -23 -23 -23 -23 -23 -23

Equity value 70 117 163 210 257 304 350

Equity value per share 1,6 2,6 3,6 4,7 5,7 6,7 7,8

Scenario fair values: 

Pessimistic EUR 3 

Base case EUR 5 

Optimistic EUR 7 

We currently give more 

emphasize to base case 

estimates 
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Company overview – Verkkokauppa.com  
 

Verkkokauppa.com is a Finnish retailer offering over 65,000 products in over 26 

different main product categories. The company’s primary business is consumer 

electronics, although the company has expanded its offering to cover other areas as 

well. Majority of the revenue comes from B2C sales although the company has some 

B2B sales as well. The company’s operations are in Finland.  

 

Business model combines online and physical stores 
 

Verkkokauppa.com sells its products both online and via physical stores. The company 

does not report the sales split between stores and online but has indicated at the time 

of the IPO in spring 2014 that roughly half of sales came from online. We understand 

online sales have grown faster since. In addition to representing an important sales 

channel, physical stores also serve the purpose of being showrooms for suppliers’ 

products, improving the company’s position among suppliers. E-commerce is ~12 % of 

Finnish retail market at the moment. The company stated that EUR 400m or 1% of 

sales from physical stores moves to online annually. The company also indicated that 

most of its online sales comes from mobile purchases.    

 

Physical footprint increased 2017 and 2018 – now focusing online 
 

Verkkokauppa.com currently has four physical stores located in Helsinki, Pirkkala 

(Tampere region), Oulu and Raisio (Turku region). The company’s physical footprint has 

been increasing in 2017-2018. Stores in Pirkkala and Oulu were enlarged during 2017, 

and the company opened its 4th store to Raisio (Turku region) in March 2018. The 

company had a lot reservation in East Helsinki for the 5th store. Verkkokauppa.com is 

not expecting to open the 5th store in the near future, thus the lot reservation has been 

cancelled with no further obligations to the company.  

 

Company has the most visited website among domestic competitors 
 

Verkkokauppa.com is a leading online player in Finland. The company’s website is the 

most visited among competitors and it targets to achieve a reference status when it 

comes to product information and customer reviews. It also has a strong and known 

brand in Finland. 

 

 

 

Verkkokauppa.com’s primary 

business is consumer 

electronics 

Business model combines 

online and physical stores 

Four physical stores located 

in Helsinki, Pirkkala, Oulu and 

Raisio 

The most visited website 

among domestic competitors 
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Business development opportunities 

 

Most important business development projects/opportunities that in our view can be 

considered as future revenue and profitability drivers include: 

 

Developing the offering: Verkkokauppa.com aims to continue launching new product 

categories also in the future. Historically the company has launched one new category 

per year (on average) and has gained about 1% market share in the new categories per 

operating year in Finland (on average). Key criteria in launching new product categories 

is the gross margin to be achieved and that the products are suitable for their low-cost 

online model and efficient logistics. The company also aims to develop its private label 

offering. New product categories would support future revenues. The company launched 

a new product category earlier in 2019 thus it is unlikely that there will be a second one 

later in 2019. With new product categories the company seeks to compete with other 

market areas, of which the newest launch of ball game products is an example.  

 

Apuraha: Verkkokauppa.com launched its own customer financing service (Apuraha) in 

2015 in collaboration with Lindorff to complement its existing payment method offering. 

Issuance of company-financed Apuraha credit began in spring 2016 and capital 

allocation to Apuraha has been gradually increased since. Q4’2018 onwards Apuraha has 

been solely financed by Verkkokauppa.com. The company also sold its old receivables as a 

part of their risk management strategy. Apuraha financing is expected to continue, 

although it is noteworthy the company has not issued specific targets on how much 

capital is to be allocated to Apuraha credits. Increasing capital allocation to Apuraha 

represents an opportunity to improve margins (see page 17 for our take on the financial 

implications of Apuraha). 

 

Marketing: Verkkokauppa.com has stated that one of its main focuses in 2019 is to 

enhance consumer experience and brand recognition. The company started to invest 

heavily in marketing in Q4’18 and plans to continue that in 2019. Increased visibility on 

tv, improvements in store experiences and increased brand communication are likely to 

boost Verkkokauppa.com’s brand recognition and bring more consumers which would 

support sales growth.  

 

Other future development projects/opportunities include: 

 

5th store: Event though Verkkokauppa.com has stated it has no plans to open its 5th 

store in the near future, possible store opening in the long-term is still possible. This 

would support longer-term revenue prospects while burdening short-term earnings due 

to ramp-up costs. New stores are in general believed to reach break-even EBITDA in 

about one years’ time. 

 

New logistics centre: The company has indicated that they do not have near-term plans 

to set up a new logistics centre but as logistics is one of the main drivers of the 

company’s operations and correlates with sales, the company considers new logistical 

opportunities in a regular basis. Verkkokauppa.com currently has its main warehouse in 

Posti’s rental premises in Vantaa. The current setup in Vantaa should not limit growth 

anytime soon and thus the timetable for the new logistics centre is not urgent. The 

company also has a logistics centre in Jätkäsaari which operates at full capacity.    

 

M&A: Verkkokauppa.com has indicated that they are open to expand their services with 

possible acquisitions in the future but is not currently seeking partners actively.  

 

 

 

 

Historically, the company has 

launched one new category 

per year 

Apuraha financing represents 

an opportunity to improve 

margins  

Consumer experience and 

brand recognition at the 

heart of the action 

New stores are believed to 

reach break-even EBITDA in 

about one year’s time 

Logistics is one of the main 

drivers of the company’s 

operations 
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Market overview and competitive landscape  
 

The size of the Finnish consumer electronics market is EUR ~2.5bn (incl. VAT) while the 

size of the overall retail market in Finland is some EUR ~40-42bn. Excluding VAT the size 

of the Finnish consumer electronics market is some EUR 2bn. The estimated GDP growth 

in 2019 is 1.6 % and 1.5% in 2020 (Bank of Finland). Because of weakening purchasing 

power, the companies are competing for marginal market shares.  
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Combined market share of the three largest players ~65,5% in 2018 
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Verkkokauppa.com’s main domestic competitors in Finland are Gigantti and Power. 

Smaller competitors in Finland include Tekniset/Euronics and Veikon Kone. Dustin can 

also be mentioned as a small competitor (total revenue EUR ~164m in Finland), although 

its business is B2B focused (~94% of Dustin Group’s revenues come from B2B segment). 

General retailers such as Kesko and S-Group also still have some consumer electronics 

sales, although especially Kesko has scaled down its consumer electronics business in 

recent years. 

 

 

 

The size of Finnish consumer 

electronics market is some 

EUR 2bn (Excl. VAT) 

Verkkokauppa.com’s main 

domestic competitors are 

Gigantti and Power 

http://www.evli.com/


EVLI EQUITY RESEARCH VERKKOKAUPPA.COM 
 Internet Retail/Finland, June 28, 2019 
 Company update 
 

 

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

8(30) 

  

 Gigantti is the market leader in Finland 

 

Gigantti is the market leader in Finland with revenue of some EUR 563m in 4/2018 

(according to Asiakastieto). Gigantti is part of Elkjop which includes businesses in 

Norway, Sweden, Finland and Denmark. Elkjop is owned by Dixon’s Carphone, which is 

listed in London. Gigantti’s competitive advantage is largely based on its large scale, 

centralized purchasing and logistics in Elkjop. Gigantti has been able to increase its 

market shares together with Verkkokauppa.com in recent years but its profitability has 

been in decline. Gigantti has had a higher gross margin than Verkkokauppa.com, 

supported by centralized purchases in Elkjop (ie. higher volume) as well as higher share 

of services in the sales mix, but its gross margin has been in decline in recent years 

following tight price-driven competition in the market. Gigantti has an extensive 

network of 41 stores in Finland. 
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Power is the third biggest in Finland 

 

The second main competitor in the market is Power Finland (previously Expert ASA). The 

company’s sales performance was sluggish before the re-branding into Power in spring 

2016. Since spring 2016 many of the old Expert-branded stores have been re-branded 

into Power stores. New Power stores have also been opened. We understand Power’s 

store network ramp-up and re-branding is now largely completed. Re-branding and 

store openings have burdened Power Finland’s profitability but the company was able to 

reach black figures in 2018.   

 

Power Finland is part of Power International AS which has businesses in Norway, 

Denmark, Finland and Sweden under Power and Expert brands. While purchases and 

logistics are centralized similar to Gigantti, the scale of Power International AS is clearly 

smaller with combined sales of EUR ~1bn vs. Elkjop some EUR ~3.8bn. 
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 Verkkokauppa.com’s physical store network is clearly smaller than 

domestic competitors’  

 

Compared to domestic competitors, Verkkokauppa.com has the competitive advantage of 

having only four physical stores. Main domestic competitors Gigantti and Power have 

close to 40 stores. Small physical footprint translates into an efficient cost structure, 

which provides the company with competitive advantage. Another thing giving 

competitive advantage is Verkkokauppa.com’s strong online presence – the company’s 

website (verkkokauppa.com) has more visits than gigantti.fi or power.fi (see page 5). 

  

 

 

 
 

 
In addition to having a smaller physical footprint and lower fixed costs as % of sales 

compared to main domestic competitors, Verkkokauppa.com also has the lowest gross 

margin among main competitors. This is likely to be impacted by differences in the sales 

mix. Verkkokauppa.com’s gross margin is thin compared to an average ~30% gross 

margin in the Finnish retail sector. This should give the company opportunities to 

continue launching new higher-margin categories in the future. 
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B2C e-commerce  
 

According to Paytrail (2018), online sales of goods and services in Finland totaled close 

to EUR 12bn in 2018. According to Postnord, clothing, consumer electronics and media 

are the segments Finnish consumers buy the most from online stores. The Finnish 

Commerce Federation estimates that net sales from online stores was some three billion 

euros in 2018.  
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While Finnish consumers have increased their online purchases quite steadily over the 

last 10 years according to Eurostat, the relative share of online shoppers has remained 

below the developed European and Nordic levels.  
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While online purchasing has become more common, not all purchases are from Finnish 

sellers. According to Eurostat, the relative share of both all individuals and online 

shoppers ordering goods or services over the internet from abroad sellers has been 

increasing. 
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Cross-border purchases 

 

According to Postnord, Finnish consumers have increasingly purchased goods from 

Chinese online stores. Swedish online stores are also increasing their popularity among 

Finnish consumers. Most popular product categories in 2018 were (1) clothing, shoes and 

apparel, (2) consumer electronics and (3) health and beauty.  According to Paytrail (2018) 

five most popular foreign websites were eBay (28% of respondents), Wish (24%), 

Zalando (17%), Amazon (16 %) ja AliExpress (16%).  
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While cross-border online trade in general is likely to continue gaining popularity, we 

consider the overall Finnish consumer electronics market to be fairly competitive 

compared to many international markets and would expect Verkkokauppa.com to largely 

retain its competitiveness against foreign competition, with solid prospects to increase 

market share domestically. We are not particularly concerned of increasing cross-border 

trade weakening the company’s mid-term growth outlook. 

 

 

 E-commerce is going mobile 
 

While retail is rapidly moving online recent trends show that e-commerce is going 

mobile in a fast phase. According to Postnord, 37% of Finnish consumers had used 

mobile device for shopping in 2018 while in 2017 29% of consumers had used mobile 

device for shopping. Verkkokauppa.com is continuously improving their customer 

experience online and in mobile and we see the current trends are supporting the 

company’s business model.     
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 Financial performance, estimates and outlook  

 
Verkkokauppa.com’s business has developed favorably in the long run. We expect similar 

development to continue in upcoming years, assuming no major changes take place in 

the competitive field. However, the consumer electronics market is expected to be 

relatively flat in the near future, meaning online taking market share from physical 

stores. 

 

Rapid revenue growth primarily via market share increase  

 
Verkkokauppa.com’s revenue CAGR has been 13.5% in 2010-2018 with the annual 

growth rate varying between 6-25%. The company’s growth has been primarily based on 

market share increases and launch of new product categories. The company has been 

able to grow in each quarter since listing on exchange. Historically the company has 

launched one new category per year (on average) and has gained about 1% market share 

in the new categories per operating year in Finland (on average).  
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Verkkokauppa.com’s market share increases have been primarily based on competitive 

prices, strong online presence and consumer online migration. Verkkokauppa.com has 

the competitive advantage of having only four physical stores. As the 5th store opening is 

not being considered at the moment, the company’s physical footprint will remain 

clearly smaller compared to domestic competitors. Due to a small physical footprint the 

company’s cost base is efficient, which in turn has allowed competitive and aggressive 

pricing policies compared to traditional retail and industry peers in recent years. 

Verkkokauppa.com also has a strong online presence via its website which is the most 

visited site among competitors in Finland. (See page 5).  The company aims continuously 

to enhance user experience online and in mobile.  

 

Company likely to benefit if/when market consolidates further  

 
During the past ~5-10 years the Finnish home appliance/electronics market has been 

consolidating via exits and scale-downs by many of Verkkokauppa.com’s competitors. 

Competition has been fierce and many of the smaller competitors have run their 

operations with either inadequate volume and/or with too high fixed costs. As a result of 

fierce competition, the market has been concentrating with particularly the two largest  
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players (Gigantti and Verkkokauppa.com). Last year, only Verkkokauppa.com was able to 

increase its market share among the top three online retailers.  

 
While competition in the Finnish consumer electronics market seems to have 

continuously tightened, the combined market share of all others except the three largest 

(Gigantti, Verkkokauppa.com and Power) remains meaningful at ~34%. Considering the 

ever-tightening competition (both domestic and cross-border), further scale-downs 

and/or exists by smaller players look likely in the mid-term. This would most likely benefit 

the three largest players and increase their market share.  

 

Sales growth in 2018 and Q1’19 was supported by Raisio store  
 

Verkkokauppa.com physical footprint increased in last year as Raisio store was opened in 

March 2018. With no further expectations of opening the 5th store in the near future, 

the company has four physical stores in Finland.  

 

Verkkokauppa.com does not report the sales split between online and physical stores, but 

the company indicated in spring 2014 (IPO) that the sales split between physical stores 

and online was roughly 50/50. We understand online sales have grown faster since. With 

certain assumptions for average sales/m2 and sales space in new stores, we estimate 

each new store may boost the company’s annual sales by EUR ~24-45m. Raisio store 

boosted sales in 2018 and Q1’2019 but growth is expected to stabilize Q2’19 onwards. 

We estimated the total sales increase from Raisio store to be EUR 25m. 

 

 
Revenue increase from new stores  (es t. )  - Verkkokauppa.com

Store network before 2017-2018 expans ion Sales  add  from new stores Comment

Jätkäsaari (Helsinki) 6000 m2 Case 1: one new store 3000 - 4500 m2 Evli assumption

Pirkkala (Tampere) 3200 m2 Case 2: two new stores 6000 - 9000 m2 Evli assumption

Oulu 2200 m2 EUR/m2 8000 - 10000 EUR/m2 Evli assumption, year 1

Total 11400 m2 Sales  add  (one s tore) 24 - 45 EURm Evli est.

Sales  add  ( two s tores ) 48 - 90 EURm Evli est.

Sales (2013) 238 EURm

Assumed share from stores 50 %

Store sales 119 EURm

Sales space 11400 m2

Avg .  sales /m2 (2013E) 10439 EUR/m2

Sales (2016) 371 EURm

Assumed share from stores 40 %

Store sales 149 EURm

Sales space 11400 m2

Avg .  sales /m2 (2017E) 13035 EUR/m2

Source: Company financials, IPO prospectus, Evli Research
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Fierce competition and wholesale/deliveries impacting gross margin  
 

Verkkokauppa.com’s gross margin has been quite stable (between 14-16%) in 2013-

2018. Most important factors impacting the gross margin in recent years have been the 

intensity of competition in the market as well as size of wholesale/B2B deliveries (these 

are low-margin deliveries). Launch of new product categories has also supported the 

gross margin per se, but the impact has not emerged in figures, as reaching meaningful 

volumes in new categories typically takes time and as simultaneously 

pricing/competition in “old” product categories has tended to increase over time. 

 

 
 

In 2018, the company was able to increase profit margin from 2017 and it totaled ~15 % 

in 2018. In Q1’2019 gross margin declined caused by aggressive price-driven 

competition. As competition is expected to continue fierce and the company is ready to 

respond to it with competitive prices, it is likely that the margin will remain in the same 

level throughout 2019. Sales growth in Q1’2019 was surprisingly good (13 % y/y) and is 

not expected to continue as strong throughout the year. We foresee annual sales growth 

of ~9.3% in 2019E. We see 2019E EBIT being roughly at the same level as in 2018 at EUR 

~13m.  However, if the competition will ease the estimates will be upgraded.  

 

Competitive threats in 2019-2020  

 
As the Amazon rumors faded from last year and only couple new competitors entered 

the market, we are not concerned about Verkkokauppa.com’s market share development. 

The company stated that its major threats are related to macroeconomic factors and 

especially to Finnish GDP growth.  The Bank of Finland estimates GDP growth of 1.6% in 

2019 and to 1,5% in 2020 (vs. 2.2% in 2018 and 2.6% in 2017). Purchasing power is 

unlikely to increase in the near future and Verkkokauppa.com is not expecting the overall 

consumer electronics market to grow. Fierce competition with domestic and foreign 

competitors is not expected to ease which has an impact on margins and market shares.  
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OPEX base is low and scalable 

 

Verkkokauppa.com’s OPEX base is low (11-13% of revenue in recent years) compared to 

the overall retail sector in Finland (~25-30% in recent years) and compared to main 

competitors (see page 9). With a relatively small physical footprint the OPEX base is 

scalable too: OPEX as percentage of revenue has declined from 12.6% in 2013 to 11.3% 

in 2018.  

 

In 2019E we expect OPEX as percentage of revenue to be 11.3%.  In 2018, the ramp-up 

costs of the Raisio store increased OPEX, which will not have an effect anymore. 

Simultaneously, increased marketing expenses will increase OPEX. We expect OPEX 

growth to slow down in 2020E and to stay relatively flat in 2021E.  

 

Based on discussions with the company, Raisio store had a negative impact on 2018E 

earnings. We expect the store to reach break-even EBITDA within its first operating year. 

We expect the Raisio store to have a positive EBITDA contribution in 2019E-H1’2020E.  
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Verkkokauppa.com has traditionally had a strong focus on keeping the OPEX base low 

and efficient. We expect this to continue. 
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Apuraha financing  

 

Verkkokauppa.com launched its own customer financing service (Apuraha) in 2015. 

Company financed Apuraha service started in early 2016. Apuraha was first financed in 

collaboration with Lindorff (with shared profit profit distribution model) but from 

Q4’2018 onwards Apuraha for B2C consumers has been solely financed by 

Verkkokauppa.com. Last year the company also sold old receivables as a part of the 

company’s risk management strategy. These receivables were written off from the 

company’s balance sheet in 2018. The company continues to sell over 60 days old 

receivables which will reduce risks related to receivables. Based on historical balance 

sheet information we calculate that the outstanding loan base of company-financed 

Apuraha credits was some EUR ~9-10m at the end of 2018 vs. EUR ~5-6m at the end of 

2017: 

 

 
 

 

Assuming 30% effective interest, 2% loan losses (Komplett Bank, Klarna) and 30% C/I 

ratio (Bank Norwegian, Komplett Bank), our calculations indicate Apuraha may boost the 

company’s annual earnings by several millions depending how much of company-

financed Apuraha credits are originated:  

 
Loan base EURm (financed by Verkkokauppa.com)

Apuraha illustrative example 5 10 15 20 25 30

Effective annual interest assumption 30 % 30 % 30 % 30 % 30 % 30 %

Interest income 1 ,5 3 ,0 4 ,5 6 ,0 7 ,5 9 ,0

Loan losses 2% (originated credit) -0,1 -0,2 -0,3 -0,4 -0,5 -0,6

Cost income ratio (CIR) assumption 30 % 30 % 30 % 30 % 30 % 30 %

Implied costs -0,5 -0,9 -1,4 -1,8 -2,3 -2,7

Operating  income 1 ,0 1 ,9 2,9 3 ,8 4 ,8 5 ,7

Source: Evli Research  
 

 

Income from company-financed Apuraha in 2018 was EUR 3.1m including interest 

income and other income. We expect Verkkokauppa.com to gradually increase company-

financed Apuraha origination but maintain moderate expectations for gross margin 

development in FY19- 21E, as we expect competition to be fierce in the mid-term.  
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Base case estimates – Verkkokauppa.com 
  

 
Verkkokauppa.com model 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019E 2020E 2021E

FAS FAS FAS FAS FAS FAS FAS IFRS IFRS IFRS IFRS IFRS

Sales 173 ,1 191 ,6 224 ,5 238 ,0 275 ,8 343 ,7 371 ,5 431 ,9 477 ,8 522,4 569 ,5 620 ,7

Growth-% - 10,7 % 17,2 % 6,0 % 15,9 % 24,6 % 8,1 % 16,3 % 10,6 % 9,3 % 9,0 % 9,0 %

Cost of goods and services -154,7 -167,1 -195,2 -200,7 -233,2 -291,9 -313,7 -369,4 -405,8 -445,7 -484,0 -527,6

Growth-% - 8,1 % 16,8 % 2,8 % 16,2 % 25,2 % 7,5 % 17,8 % 9,9 % 9,8 % 8,6 % 9,0 %

% of sales 89,4 % 87,2 % 86,9 % 84,3 % 84,6 % 84,9 % 84,4 % 85,5 % 84,9 % 85,3 % 85,0 % 85,0 %

Gross  p rofit 18 ,4 24 ,5 29 ,3 37 ,4 42,6 51 ,8 57 ,8 62,5 72,0 76 ,8 85 ,4 93 ,1

Gross margin 10,6 % 12,8 % 13,1 % 15,7 % 15,4 % 15,1 % 15,6 % 14,5 % 15,1 % 14,7 % 15,0 % 15,0 %

F ixed  costs  ad j. -16,6 -23,2 -28,6 -29,9 -34,3 -39,6 -43,4 -44,5 -54,0 -59,3 -64,9 -70,9

Growth-% - 39,1 % 23,6 % 4,7 % 14,5 % 15,5 % 9,6 % 2,5 % 21,4 % 9,7 % 9,6 % 9,2 %

% of sales 9,6 % 12,1 % 12,7 % 12,6 % 12,4 % 11,5 % 11,7 % 10,3 % 11,3 % 11,3 % 11,4 % 11,4 %

Other income 0,6 0,4 0,1 0,1 0,1 0,1 0,1 0,1 0,4 0,5 0,5 0,5

Depreciation and amortization -0,8 -0,9 -0,9 -0,9 -1,0 -1,2 -1,3 -4,6 -5,1 -5,2 -3,6 -2,0

NRIs included in EBIT 0,0 0,0 0,0 0,0 0,0 -3,4 -0,6 0,0 0,0 0,0 0,0 0,0

Ad j.  EBITDA 2,4 1 ,7 0 ,9 7 ,5 8 ,4 12,3 14 ,5 18 ,0 18 ,4 18 ,1 21 ,0 22,8

Adj. EBITDA margin 1,4 % 0,9 % 0,4 % 3,2 % 3,1 % 3,6 % 3,9 % 4,2 % 3,9 % 3,5 % 3,7 % 3,7 %

Adj.  EBIT 1 ,6 0 ,8 0 ,0 6 ,6 7 ,5 11 ,1 13 ,2 13 ,5 13 ,3 12,9 17 ,4 20 ,8

Adj. EBIT margin 0,9 % 0,4 % 0,0 % 2,8 % 2,7 % 3,2 % 3,6 % 3,1 % 2,8 % 2,5 % 3,1 % 3,3 %

Reported  EBIT 1 ,6 0 ,8 0 ,0 6 ,6 7 ,5 7 ,7 12,6 13 ,5 13 ,3 12,9 17 ,4 20 ,8

Reported EBIT margin 0,9 % 0,4 % 0,0 % 2,8 % 2,7 % 2,2 % 3,4 % 3,1 % 2,8 % 2,5 % 3,1 % 3,3 %

Net financials* -0,8 -0,9 -0,7 -1,2 -1,9 -0,9 0,0 -1,6 -1,7 -1,6 -1,5 -1,4

Profit before taxes 0 ,8 -0 ,1 -0 ,7 5 ,5 5 ,5 6 ,8 12,6 11 ,8 11 ,7 11 ,3 15 ,9 19 ,4

Taxes -0,1 0,0 0,0 -1,4 -1,2 -1,4 -2,4 -2,4 -2,3 -2,3 -3,2 -3,9

Tax rate (%) 16,6 % 0,0 % 0,0 % 25,6 % 22,2 % 19,9 % 19,4 % 20,0 % 20,0 % 20,0 % 20,0 % 20,0 %

Other items (appropriations) -0,1 -0,2 0,0 0,1 0,2 -0,1 0,0 0,0 0,0 0,0 0,0 0,0

Net income 0 ,6 -0 ,3 -0 ,7 4 ,2 4 ,5 5 ,4 10 ,2 9 ,5 9 ,3 9 ,0 12,7 15 ,5

Average number of shares (million) 7,5 7,5 7,5 7,5 7,5 45,1 45,1 45,1 45,1 45,1 45,1 45,1

EPS 0 ,08 -0 ,04 -0 ,09 0 ,56 0 ,60 0 ,12 0 ,23 0 ,21 0 ,21 0 ,20 0 ,28 0 ,34

Dividend and  cap ital return - - - 0 ,04 0 ,85 0 ,15 0 ,17 0 ,18 0 ,20 0 ,21 0 ,22 0 ,24

Payout ratio (%) 7 % 142 % 126 % 74 % 87 % 96 % 105 % 78 % 70 %

Source: Company data, Evli Research *2014 net financials include a EUR 1.9m one-off item due to IPO

Note: IFRS figures include impact of IFRS 16 from 2017 onwarrds *2015 net financials include EUR 0.9m of NRIs due to the Teosto dispute  
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Balance sheet information 

 

Verkkokauppa.com’s balance sheet is strong with EUR ~20m net cash position (with IFRS 

16 changes) at the end of 2018. We expect net cash to remain somewhat flat at EUR 

~23m at the end of 2019E. The company has not issued specific targets of how it intends 

to allocate the net cash position but has indicated that investments in marketing (e.g. tv 

campaigns) and improving user experience online and in mobile will continue. The 

company indicated that strong net cash position is also used for growing dividend 

payout.  
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Financial targets 
 

Verkkokauppa.com issued new medium-term financial targets in Feb 2018 (with IFRS 16 

impacts). These are: 

 

- 10-20% annual revenue growth (previous: 10-20% revenue growth) 

- 2.5-4.5% EBIT margin (previous: 3-5% EBITDA margin) 

 

Growth is the company’s #1 priority. 

 

Guidance for 2019E  
 

Revenue is guided to be EUR 500-550m and EBIT between EUR 11-17m in 2019E. 

Weakening GDP growth is likely to have negative impact on sales. The company is not 

expecting to reach as good revenue growth throughout the year as in Q1’19. The ramp-

up costs from Raisio store are no longer burdening profitability but increased marketing 

costs will increase OPEX. Sales from Raisio store is expected to normalize from Q2’19 

onwards.  

 

Dividend policy 
 

Verkkokauppa.com’s dividend policy is to distribute a growing dividend with quarterly 

payout. Annual payout has been high in recent years and we expect high payout to 

continue, given strong balance sheet. 

 

 

Verkkokauppa.com has strong 

balance sheet 

2019 guidance:  

Revenue EUR 500-550m 

EBIT EUR 11-17m 
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Valuation 

 
Historical valuation 

 

Verkkokauppa.com has been listed in First North list since spring 2014. Since then the 

company’s shares have traded at an average 12m forward-looking EV/Sales multiple of 

0.6x, average EV/EBIT multiple of 16.3x and average P/E of 24.4x (based on Factset 

consensus estimates). 
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Relative valuation 
 

The table below shows Verkkokauppa.com’s valuation compared to three different peer 

groups, of which we consider the online-focused Nordic and European peers as most 

relevant for Verkkokauppa.com. We note that good peers with similar business profiles 

are difficult to find, and that the multiples vary notably both between the peer groups 

and within each of the group, making direct comparability challenging.  

 

 
VERKKOKAUPPA.COM EV/Sales EV/Sales EV/Sales EV/EBITDA EV/EBITDA EV/EBITDA EV/EBIT EV/EBIT EV/EBIT Sales CAGR EPS CAGR

PEER GROUP 19 20 21 19 20 21 19 20 21 18-21 18-21

Online-focused Nordic and European peers

ASOS plc 0,8x 0,7x 0,6x 16,1x 11,7x 8,9x 40,2x 26,1x 17,9x 15,5 % 4,3 %

Delticom AG          na. na.

Dustin Group AB 0,7x 0,7x 0,6x 14,3x 12,7x 11,6x 16,3x 14,3x 12,9x 10,2 % 10,1 %

Groupe LDLC SA 0,2x 0,1x  8,5x 5,3x  18,3x 7,9x  na. na.

Qliro Group AB 0,4x 0,3x 0,2x 8,5x 5,6x 2,0x 19,8x 9,7x 2,7x -0,8 % na.

Zalando SE 1,4x 1,2x 1,0x 29,4x 23,0x 18,2x 59,5x 44,0x 33,1x 18,4 % 35,2 %

Physical store-focused Nordic and European peers

CECONOMY AG 0,1x 0,1x 0,1x 2,5x 2,1x 1,7x 4,0x 3,0x 2,6x 0,8 % 131,5 %

Dixons Carphone plc 0,1x 0,1x 0,1x 3,6x 3,2x 2,8x 6,5x 5,3x 4,4x -0,2 % 0,2 %

Unieuro SpA 0,1x   4,0x   7,2x   na. na.

XXL ASA 0,7x 0,6x 0,6x 6,4x 5,5x 4,9x 12,8x 10,5x 9,0x 6,3 % 26,2 %

Large international e-commerce peers

Alibaba Group Holding Ltd. Sponsored ADR 5,6x 4,0x 3,0x 19,3x 14,0x 10,3x 33,9x 22,7x 16,0x 29,4 % 25,5 %

Amazon.com, Inc. 3,3x 2,7x 2,2x 21,5x 16,4x 12,7x 51,1x 34,7x 23,3x 17,8 % 38,5 %

eBay Inc. 3,7x 3,4x 3,0x 10,8x 9,9x 8,6x 13,2x 11,9x 10,3x 5,3 % 14,2 %

JD.com, Inc. Sponsored ADR Class A 0,5x 0,4x 0,3x 29,2x 17,0x 12,4x 170,9x 39,0x 23,0x 16,1 % 57,6 %

Rakuten, Inc. 1,6x 1,4x 1,3x 10,0x 13,3x 10,6x 16,4x 39,0x 24,5x 14,0 % -28,9 %

Online-focused Nordic and European peers 0,7x 0,7x 0,6x 14,3x 11,7x 10,2x 19,8x 14,3x 15,4x 12,8 % 10,1 %

Physical store-focused Nordic and European peers 0,1x 0,1x 0,1x 3,8x 3,2x 2,8x 6,8x 5,3x 4,4x 0,8 % 26,2 %

Large international e-commerce peers 3,3x 2,7x 2,2x 19,3x 14,0x 10,6x 33,9x 34,7x 23,0x 16,1 % 25,5 %

Verkkokauppa.com (Evli est.) 0,3x 0,2x 0,2x 7,5x 6,3x 5,7x 10,5x 7,6x 6,3x 9,1 % 17,7 %

Verkkokauppa.com vs. Online-focused Nordic and EU peers median -64 % -65 % -65 % -47 % -46 % -44 % -47 % -46 % -59 %

VERKKOKAUPPA.COM EBIT-% EBIT-% EBIT-% ROCE-% ROCE-% ROCE-% Div-% Div-% Div-% ROE P/B

PEER GROUP 19 20 21 19 20 21 19 20 21 19 19

Online-focused Nordic and European peers

ASOS plc 2,0% 2,6% 3,1% 11,1% 14,9% 18,2% 0,0% 0,0% 0,0% 8,7% 4,4x

Delticom AG            

Dustin Group AB 4,4% 4,7% 4,9% 12,5% 13,8% 14,7% 4,0% 4,5% 4,9% 17,9% 3,1x

Groupe LDLC SA 0,8% 1,7%     0,0% 7,6%  3,2% 0,8x

Qliro Group AB 1,9% 3,6% 7,2% 3,5% 6,4% 12,2% 0,0% 0,0% 0,0% 1,0% 1,7x

Zalando SE 2,3% 2,7% 3,0% 8,0% 10,0% 12,3% 0,0% 0,0% 0,0% 5,6% 6,0x

Physical store-focused Nordic and European peers

CECONOMY AG 1,7% 2,1% 2,2% 23,8% 26,4% 26,0% 2,8% 4,5% 4,7%   

Dixons Carphone plc 2,3% 2,6% 3,0% 5,5% 6,1% 7,1% 6,1% 6,2% 6,2% 6,1% 0,5x

Unieuro SpA 1,5%      7,2%   43,5% 3,1x

XXL ASA 5,6% 6,1% 6,4% 7,4% 8,5% 9,1% 2,6% 5,2% 6,4% 7,9% 1,0x

Large international e-commerce peers

Alibaba Group Holding Ltd. Sponsored ADR 16,4% 17,8% 19,0% 9,9% 12,0% 12,9% 0,0% 0,0% 0,0% 19,2% 4,9x

Amazon.com, Inc. 6,4% 7,8% 9,6% 13,4% 15,5% 18,1% 0,0% 0,0% 0,0% 20,5% 14,3x

eBay Inc. 28,0% 28,5% 28,6% 19,0% 19,8% 20,2% 0,8% 0,8% 0,7% 57,0% 8,3x

JD.com, Inc. Sponsored ADR Class A 0,3% 1,0% 1,5% 1,6% 6,4% 9,4% 0,0% 0,0% 0,0% 9,6% 4,3x

Rakuten, Inc. 9,9% 3,7% 5,2% 5,5% 2,1% 5,3% 0,3% 0,3% 0,4% 8,8% 2,0x

Online-focused Nordic and European peers 2,0% 2,7% 4,0% 9,6% 11,9% 13,5% 0,0% 0,0% 0,0% 5,6% 3,1x

Physical store-focused Nordic and European peers 2,0% 2,6% 3,0% 7,4% 8,5% 9,1% 4,4% 5,2% 6,2% 7,9% 1,0x

Large international e-commerce peers 9,9% 7,8% 9,6% 9,9% 12,0% 12,9% 0,0% 0,0% 0,0% 19,2% 4,9x

Verkkokauppa.com (Evli est.) 2,5 % 3,1 % 3,3 % 19,0% 23,2% 25,0% 6,0% 6,3% 6,8% 24,0% 4,2x

Source: Factset, Evli research  
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VALUATION RESULTS BASE CASE DETAILS VALUATION ASSUMPTIONS ASSUMPTIONS FOR WACC 

Current share price 3.52 PV of Free Cash Flow 121 Long-term growth, % 2.0 Risk-free interest rate, % 2.25 

DCF share value 7.21 PV of Horizon value 192 WACC, % 7.0 Market risk premium, % 5.8 

Share price potential, % 104.8 Unconsolidated equity 0 Spread, % 0.5 Debt risk premium, % 2.8 

Maximum value 8.0 Marketable securities 47 Minimum WACC, % 6.5 Equity beta coefficient 0.80 

Minimum value 6.6 Debt - dividend -35 Maximum WACC, % 7.5 Target debt ratio, % 20 

Horizon value, % 61.3 Value of stock 325 Nr of shares, Mn 45.1 Effective tax rate, % 26 

 

 

 

 

DCF valuation, EURm 2018 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E Horizon 

  Net sales 478 522 569 621 652 684 719 754 792 832 848 865 

  Sales growth, % 10.6 9.3 9.0 9.0 5.0 5.0 5.0 5.0 5.0 5.0 2.0 2.0 
  Operating income (EBIT) 13 13 17 20 22 23 24 26 27 25 25 26 

  EBIT margin, % 2.8 2.5 3.1 3.3 3.4 3.4 3.4 3.4 3.4 3.0 3.0 3.0 
+ Depreciation+amort. 5 5 4 2 1 1 1 2 1 1 1  

- Income taxes -3 -3 -3 -4 -4 -5 -5 -5 -5 -5 -5  

- Change in NWC -5 -2 -3 -3 0 0 0 0 0 0 0  

  NWC / Sales, % -2.2 -1.7 -1.0 -0.5 -0.5 -0.5 -0.5 -0.5 -0.5 -0.5 -0.5  
+ Change in other liabs 0 0 0 0 0 0 0 0 0 0 0  

- Capital Expenditure -3 -1 -1 -1 -2 -2 -2 -2 -2 -3 -3 -3 

  Investments / Sales, % 0.6 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 
- Other items 0 0 0 0 0 0 0 0 0 0 0  

= Unlevered Free CF (FCF) 8 13 13 15 17 18 18 20 20 19 18 367 

= Discounted FCF (DFCF)  12 12 12 14 13 13 13 12 10 9 192 

             

= DFCF min WACC  13 12 12 14 13 13 13 13 11 10 223 

= DFCF max WACC  12 12 12 13 13 12 13 12 10 9 167 
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INTERIM FIGURES             

EVLI ESTIMATES, EURm 2018Q1 2018Q2 2018Q3 2018Q4 2018 2019Q1 2019Q2E 2019Q3E 2019Q4E 2019E 2020E 2021E 

Net sales 103 102 117 156 478 116 111 127 169 522 569 621 

EBITDA 4 2 5 7 18 4 2 5 7 18 21 23 

EBITDA margin (%) 3.9 2.2 4.2 4.6 3.9 3.1 2.0 4.0 4.3 3.5 3.7 3.7 

EBIT 3 1 4 6 13 2 1 4 6 13 17 20 

EBIT margin (%) 2.6 1.0 3.2 3.8 2.8 2.0 0.8 2.9 3.6 2.5 3.1 3.3 

Net financial items 0 0 0 0 -2 0 0 0 0 -2 -1 -1 

Pre-tax profit 2 1 3 6 12 2 0 3 6 11 16 19 

Tax 0 0 -1 -1 -2 0 0 -1 -1 -2 -3 -4 

Tax rate (%) 18.7 21.2 20.6 19.9 20.0 20.2 20.0 20.0 20.0 20.0 20.0 20.0 

Net profit 2 0 3 4 9 2 0 3 4 9 13 15 

EPS 0.04 0.01 0.06 0.10 0.21 0.03 0.01 0.06 0.10 0.20 0.28 0.34 

EPS adjusted (diluted no. of shares) 0.04 0.01 0.06 0.10 0.21 0.03 0.01 0.06 0.10 0.20 0.28 0.34 

Dividend per share 0.00 0.00 0.00 0.00 0.20 0.00 0.00 0.00 0.00 0.21 0.22 0.24 

SALES, EURm             

Verkkokauppa.com 103 102 117 156 478 116 111 127 169 522 569 621 

Total 103 102 117 156 478 116 111 127 169 522 569 621 

SALES GROWTH, Y/Y %             

Verkkokauppa.com 2.7 3.4 10.8 22.3 10.6 12.8 8.4 8.4 8.4 9.3 9.0 9.0 

Total 2.7 3.4 10.8 22.3 10.6 12.8 8.4 8.4 8.4 9.3 9.0 9.0 

EBIT, EURm             

Verkkokauppa.com 3 1 4 6 13 2 1 4 6 13 17 20 

Total 3 1 4 6 13 2 1 4 6 13 17 20 

EBIT margin, %             

Verkkokauppa.com 2.6 1.0 3.2 3.8 2.8 2.0 0.8 2.9 3.6 2.5 3.1 3.3 

Total 2.6 1.0 3.2 3.8 2.8 2.0 0.8 2.9 3.6 2.5 3.1 3.3 
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INCOME STATEMENT, EURm  2014 2015 2016 2017 2018 2019E 2020E 2021E 

Sales 276 344 371 432 478 522 569 621 

Sales growth (%) 15.9 24.6 8.1 16.3 10.6 9.3 9.0 9.0 

Costs -267 -331 -357 -414 -459 -504 -548 -598 

Reported EBITDA 8 12 14 18 18 18 21 23 

Extraordinary items in EBITDA 0 0 0 0 0 0 0 0 

EBITDA margin (%) 3.1 3.6 3.8 4.2 3.9 3.5 3.7 3.7 

Depreciation -1 -1 -1 -5 -5 -5 -4 -2 

EBITA 7 11 13 13 13 13 17 20 

Goodwill amortization / writedown 0 0 0 0 0 0 0 0 

Reported EBIT 7 11 13 13 13 13 17 20 

EBIT margin (%) 2.7 3.2 3.4 3.1 2.8 2.5 3.1 3.3 

Net financials -2 -1 0 -2 -2 -2 -1 -1 

Pre-tax profit 6 10 13 12 12 11 16 19 

Extraordinary items 0 -3 -1 0 0 0 0 0 

Taxes -1 -1 -2 -2 -2 -2 -3 -4 

Minority shares 0 0 0 0 0 0 0 0 

Net profit 4 5 10 9 9 9 13 15 

BALANCE SHEET, EURm          

Assets         

Fixed assets 3 3 3 29 27 23 21 20 

    % of sales 1 1 1 7 6 4 4 3 

Goodwill 0 0 0 0 0 0 0 0 

    % of sales 0 0 0 0 0 0 0 0 

Inventory 31 39 44 47 66 68 74 81 

    % of sales 11 11 12 11 14 13 13 13 

Receivables 8 9 12 20 27 38 46 53 

    % of sales 3 3 3 5 6 7 8 9 

Liquid funds 35 31 42 52 47 57 63 68 

    % of sales 13 9 11 12 10 11 11 11 

Total assets 77 81 101 149 168 188 204 223 

Liabilities         

Equity 37 36 39 37 38 38 41 46 

    % of sales 13 10 10 9 8 7 7 7 

Deferred taxes 0 0 0 0 0 0 0 0 

    % of sales 0 0 0 0 0 0 0 0 

Interest bearing debt 2 0 0 29 26 34 37 39 

    % of sales 1 0 0 7 6 7 7 6 

Non-interest bearing current liabilities 38 45 61 82 103 115 125 137 

    % of sales 14 13 17 19 22 22 22 22 

Other interest free debt 0 0 0 0 0 0 0 0 

    % of sales 0 0 0 0 0 0 0 0 

Total liabilities 77 81 101 149 168 188 204 223 

CASH FLOW, EURm          

+ EBITDA 8 12 14 18 18 18 21 23 

- Net financial items -2 -1 0 -2 -2 -2 -1 -1 

- Taxes -1 -1 -2 -4 -2 -2 -3 -4 

- Increase in Net Working Capital -11 -2 8 11 -5 -2 -3 -3 

+/- Other 17 -4 -1 0 0 0 0 0 

= Cash flow from operations 11 5 19 25 9 13 13 15 

- Capex -1 -1 -1 -31 -3 -1 -1 -1 

- Acquisitions 0 0 0 0 0 0 0 0 

+ Divestments 0 0 0 0 0 0 0 0 

= Net cash flow 10 4 18 -6 6 12 12 13 

+/- Change in interest-bearing debt -5 -2 0 29 -3 8 3 2 

+/- New issues/buybacks 25 0 0 -4 0 0 0 0 

- Paid dividend 0 -6 -7 -7 -8 -9 -9 -10 

+/- Change in loan receivables 0 0 0 0 0 0 0 0 

Change in cash 29 -5 11 11 -5 11 5 6 
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KEY FIGURES 2015 2016 2017 2018 2019E 2020E 2021E 

M-cap 324 333 319 185 159 159 159 

Net debt -31 -42 -23 -20 -23 -26 -29 

Enterprise value 294 291 296 164 135 133 130 

Sales 344 371 432 478 522 569 621 

EBITDA 12 14 18 18 18 21 23 

EBIT 11 13 13 13 13 17 20 

Pre-tax 10 13 12 12 11 16 19 

Earnings 9 10 9 9 9 13 15 

Book value 36 39 37 38 38 41 46 

Valuation multiples        

EV/sales 0.9 0.8 0.7 0.3 0.3 0.2 0.2 

EV/EBITDA 24.0 20.6 16.4 8.9 7.5 6.3 5.7 

EV/EBITA 26.5 22.7 22.0 12.3 10.5 7.6 6.3 

EV/EBIT 26.5 22.7 22.0 12.3 10.5 7.6 6.3 

EV/operating cash flow 32.0 15.1 12.0 15.4 9.7 9.3 8.1 

EV/cash earnings 29.3 25.0 23.1 11.3 9.5 8.1 7.4 

P/E 37.0 32.1 33.8 19.8 17.6 12.5 10.4 

P/E excl. goodwill 37.0 32.1 33.8 19.8 17.6 12.5 10.4 

P/B 9.1 8.6 8.7 4.9 4.2 3.9 3.4 

P/sales 0.9 0.9 0.7 0.4 0.3 0.3 0.3 

P/CF 35.4 17.3 12.9 17.3 11.4 11.1 9.9 

Target EV/EBIT 0.0 0.0 0.0 0.0 14.6 10.7 8.9 

Target P/E 0.0 0.0 0.0 0.0 23.5 16.6 13.9 

Target P/B 0.0 0.0 0.0 0.0 5.6 5.2 4.6 

Per share measures        

Number of shares 45,065 45,065 45,065 45,065 45,065 45,065 45,065 

Number of shares (diluted) 45,065 45,065 45,065 45,065 45,065 45,065 45,065 

EPS 0.19 0.23 0.21 0.21 0.20 0.28 0.34 

EPS excl. goodwill 0.19 0.23 0.21 0.21 0.20 0.28 0.34 

Cash EPS 0.22 0.26 0.29 0.32 0.32 0.36 0.39 

Operating cash flow per share 0.20 0.43 0.55 0.24 0.31 0.32 0.36 

Capital employed per share 0.11 -0.07 0.32 0.38 0.32 0.34 0.38 

Book value per share 0.79 0.86 0.82 0.83 0.84 0.91 1.03 

Book value excl. goodwill 0.79 0.86 0.82 0.83 0.84 0.91 1.03 

Dividend per share 0.15 0.17 0.18 0.20 0.21 0.22 0.24 

Dividend payout ratio, % 77.1 72.2 86.8 95.6 104.8 77.9 71.0 

Dividend yield, % 2.1 2.2 2.6 4.8 6.0 6.3 6.8 

Efficiency measures        

ROE 24.3 27.9 25.1 25.1 24.0 32.4 34.9 

ROCE 29.9 34.5 25.7 20.5 19.0 23.2 25.0 

Financial ratios         

Capex/sales, % 0.4 0.3 7.2 0.6 0.2 0.2 0.2 

Capex/depreciation excl. goodwill,% 109.1 73.1 676.7 55.9 19.3 34.7 65.8 

Net debt/EBITDA, book-weighted -2.5 -3.0 -1.3 -1.1 -1.3 -1.2 -1.3 

Debt/equity, market-weighted 0.0 0.0 0.1 0.1 0.2 0.2 0.2 

Equity ratio, book-weighted 45.2 39.3 25.1 23.0 20.6 20.5 21.2 

Gearing -0.86 -1.08 -0.61 -0.54 -0.61 -0.62 -0.63 

Number of employees, average 0 0 0 0 0 0 0 

Sales per employee, EUR 0 0 0 0 0 0 0 

EBIT per employee, EUR 0 0 0 0 0 0 0 
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COMPANY DESCRIPTION:  Verkkokauppa.com is a Finnish retailer offering over 50,000 products in over 20 different main product categories. The company’s primary 

business is to retail home appliances and consumer electronics, although the company has expanded its offering to cover other areas as well. Majority of revenue comes 

from B2C sales although the company has some B2B sales as well. The company’s operations are in Finland. 

 

INVESTMENT CASE:   

 
OWNERSHIP STRUCTURE SHARES EURm % 

Seppälä Samuli Sipi 22,287,281 78.451 49.5% 

Rite Ventures Finland Ab 2,172,576 7.647 4.8% 

Keva 2,171,000 7.642 4.8% 

Keskinäinen Työeläkevakuutusyhtiö Varma 2,065,932 7.272 4.6% 

Sijoitusrahasto Nordea Nordic Small Cap 1,690,607 5.951 3.8% 

Ilmarinen Keskinäinen Eläkevakuutusyhtiö 1,276,646 4.494 2.8% 

Evli Finnish Small Cap Fund 700,000 2.464 1.6% 

Skogberg Ville Johannes 634,266 2.233 1.4% 

Sr Danske Invest Suomen Pienyhtiöt 450,000 1.584 1.0% 

Sijoitusrahasto Aktia Nordic Micro Cap 400,000 1.408 0.9% 

Ten largest  33,848,308 119.146 75% 

Residual  11,216,822 39.483 25% 

Total  45,065,130 158.629 100% 

 
EARNINGS CALENDAR  

    

    

    

    

OTHER EVENTS  

    

 
COMPANY MISCELLANEOUS   

CEO: Panu Porkka Tyynenmerenkatu 11, 00220 Helsinki 

CFO: Jussi Tallgren Tel: +358 10 309 5555 

IR: Jussi Tallgren  
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DEFINITIONS 

 
P/E 

 
share per  Earnings

share per  Price

 

EPS 

 

shares of Number

interestminority  taxes income 

 taxes and itemsary extraordin before Profit

+−

 
 

P/Sales 

 
Sales

cap Market

 
 

DPS 

 share per  period  financial the for  Dividend  
 

P/BV 

 
share per provisions taxed equity  rs'Shareholde

share per Price

+  
 

CEPS 

 
shares of Number

operations from flow cash Gross

 
 

P/CF 

 
share per flow cash Operating

share per Price

 
 

EV/Share 

 
shares of Number

  valueEnterprise

 
 

EV (Enterprise value) 

 
 valuemarket at companies associated of share 

 valuemarket at  interestminority   debt net  cap Market

−

++

 
 

Sales/Share 

 
shares of Number

Sales

 

Net debt 

 assets financial   debt bearing Interest −  
 

EBITDA/Share 

 
shares of Number

onamortisati and ondepreciati tax, interest, before Earnings

 
 

EV/Sales 

 
Sales

  valueEnterprise

 
 

EBIT/Share 

 
shares of Number

profit Operating

 

EV/EBITDA 

 
onamortisati  and  ondepreciati  tax,  interest,  before  Earnings

 valueEnterprise

 
 

EAFI/Share 

 
shares of Number

profitPretax 

 
 

EV/EBIT 

 
profit  Operating

  valueEnterprise

 
 

Capital employed/Share 

 
shares of Number

debt bearing  interest  non  assets Total −

 
 

Div yield, % 

 
share per Price

share per  Dividend

 
 

Total assets 

 total sheet Balance  
 

Payout ratio, % 

 
interestminority   taxes income  taxes and itemsary extraordin before Earnings

dividends Total

+−  
 

Interest coverage (x) 

 
items Financial

profit Operating

 
 

Net cash/Share 

 
shares  of  Number

debt  bearing  interest    assets  Financial −

 
 

Asset turnover (x) 

 
 (average) total sheet Balance

Turnover

 
 

ROA, % 

 

(average) payable accounts and received advances term long  

debt term short free  interest    total sheet Balance

itemsary extraordin    income  financial    profit Operating

−

−

++

 
 

Debt/Equity, % 

 
 provisions  taxed  interestminority   equity  rs'Shareholde

debt  bearing  Interest

++  
 

ROCE, % 

 
(average) debt  bearing  interest non   total sheet Balance

costs financial other expenses  interest  itemsary extraordin before Profit

−

++

 
 

Equity ratio, % 

 
loans free interest  assets  Total

provisions taxed  interestminority  equity  rs'Shareholde

−

++

 
 

ROE, % 

 
(average)  provisions taxed  interestminority   equity  rs'Shareholde

taxes  income  taxes  and  itemsary extraordin  before  Profit

++

−

 

CAGR, % 

  yearper growth Average  rate growth annual Cumulative =  
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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 

https://research.evli.com/JasperAllModels.action?authParam=key;461&authParam=x;G3rNagWrtf7K&authType=3 

 

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 timer per year. 

 
 

The graph above shows the distribution of ERP’s recommendations of companies under coverage in 1st of February 2019. If recommendation is not given, it 

is not mentioned here. 

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

 

This research report has been prepared by Evli Research Partners Plc (“ERP” or “Evli Research”). ERP is a subsidiary of Evli Bank Plc. Production of the 

investment recommendation has been concluded on [28.06.2019, 8:10]. This report has been published on [28.06.2019, 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. 

 

Neither ERP nor any company within the Evli Group have 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. 

months prior to, received compensation for investment banking services from the company during the last 12 months prior to the publication of the. 
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For the prevention and avoidance of conflicts of interests with respect to this report, there is an information barrier (Chinese wall) between Investment 

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 not been disclosed to the company prior to its dissemination. 

 

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 Sales   Trading  ETFs and Derivatives 

 
 

Ari Laine +358 9 4766 9115 Lauri Vehkaluoto (Head) +358 9 4766 9130 Tobias Björk (Head) +358 9 4766 9130 
Lauri Ahokanto +358 9 4766 9117 Pasi Väisänen +358 9 4766 9120 Joachim Dannberg +358 9 4766 9123 
Niclas Henelius +358 9 4766 9116 Antti Kässi +358 9 4766 9120 Kimmo Lilja +358 9 4766 9130 
    Sami Järvinen +358 9 4766 9110 
      
Structured Investments  Equity Research  

Heikki Savijoki +358 9 4766 9726 Jonas Forslund +358 9 4766 9314   
Aki Lakkisto +358 9 4766 9123 Joonas Ilvonen 

Jerker Salokivi 
+358 44 430 9071 
+358 9 4766 9149 

  

 
 

 Anna-Liisa Rissanen +358 40 157 9919   

Evli Investment Solutions      
      
Johannes Asuja 
Markku Reinikainen 

+358 9 4766 9205 
+358 9 4766 9669 

  
 

    

        
 

 
 

 
 

      
   
   
   
      
      
  
   

 
 
 
 
 

   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

     

 

 

 
 

 

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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