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Equity Research Report — Evolution AB.

This valuation report focuses on analyzing Evolution AB (Ticker: EVVTY) by exploring its financial
performance, forecasting future income, and evaluating its intrinsic value through various
methodologies, including Economic Value Added (EVA). Key areas of analysis include an in-depth
review of the company’s income statement, examination of value drivers, macroeconomic and market
trends, cost structure analysis, and terminal growth rate assumptions. The report further incorporates
sensitivity and scenario analyses to evaluate potential risks and opportunities, offering a
comprehensive understanding of Evolution AB's financial resilience. Evolution AB operates in the
rapidly expanding live casino and online gaming industry, which is marked by high growth,
intensifying competition, and dynamic regulatory changes. This report emphasizes the company’s
internal financial dynamics and provides a forward-looking perspective on its ability to create value
and sustain profitability in an evolving market environment.

Value Drivers, Macro & Market Research, EVA, Sensitivity & Scenario Analysis

This work used infrastructure and resources funded by Fundacgdo para a Ciéncia e a
Tecnologia (UID/ECO/00124/2013, UID/ECO/00124/2019 and Social Sciences Datal ab,
Project 22209), POR Lisboa (LISBOA-01-0145-FEDER-007722 and Social Sciences
Datal ab, Project 22209) and POR Norte (Social Sciences Datal ab, Project 22209).






This report is part of the Evolution AB Equity Research report (annexed), developed by
Jonathan Correia Cerqueira and Runar Leirvik and should be read has an integral part of it.
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Introduction

Joint Report: Evolution AB (Ticker: EVVTY)

This joint report evaluates the intrinsic value of Evolution AB by combining financial analysis, valuation methodologies,

and market research to provide an informed BUY recommendation. The analysis covers key value drivers, financial

performance, risks, and opportunities, with a projected FY25 price target of $110.52, reflecting a 30% upside from the

current share price of $84.91 as of December 15" 2024. The evaluation highlights Evolution AB’s leadership in the online

gaming and live casino industry, backed by robust financial health and growth potential.

Report Structure:

>

>

Company Overview: Highlights Evolution AB’s operations, market leadership, and financial strength.
Market & Macroeconomic Analysis: Examines market trends, competition, and external economic factors.
Financial Analysis: Reviews historical performance in revenue, profitability, and efficiency.

Forecasts: Presents revenue, cost, and balance sheet projections based on key assumptions.

Valuation Methodologies: DCF, EVA, DDM, and relative valuation approaches.

Sensitivity & Scenario Analysis: Assesses the impact of varying assumptions.

Risks and Opportunities: Discusses regulatory risks, customer dependency, and growth in emerging markets.

Conclusion: Summarizes the valuation and supports the BUY recommendation.

Individual Contributions:

>

Jonathan Correia Cerqueira: Value drivers, macroeconomic analysis, cost structure, terminal growth rate,

EVA, sensitivity analysis, investment thesis, and risks/opportunities.

Runar Leirvik: Cash flow analysis, financial ratios, revenue forecast, balance sheet/share count projections,

WACC, valuation models, football field analysis, and conclusion.

This report provides a comprehensive analysis of Evolution AB’s financial position, market dynamics, and growth

potential, justifying a strong BUY recommendation.
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Company Overview

Evolution AB (EVVTY) is a B2B provider specializing in online casino content, with a
business model focused on innovating, developing, and delivering Live Casino Shows and
Random Number Generator (RNG) Casino games. The company’s core business is divided

into two primary segments: Live Casino and RNG-based game offerings.

Evolution's market capitalization stands at around $18 billion (12/12/2024), reflecting its

robust position and leadership in the online gaming industry.

Evolution's content is made available to end users through gaming operators, who manage
player interactions such as account management and authentication. Key products include
traditional live table games like Roulette, Blackjack, and Baccarat, as well as innovative
live game shows and a comprehensive slots portfolio through brands like NetEnt, Red
Tiger, Big Time Gaming, and Nolimit City. The company offers an integrated platform

called the One Stop Shop (OSS) for seamless operator integration.

Geographically, Evolution has a strong global presence, with a significant market share in

Europe, North America, Asia, and Latin America.

Value Drivers
Operational Segmentation:

Live Casino remains the dominant revenue driver, achieving 41.59% growth in 2022 and
28.19% in 2023, contributing €1.523 billion in the latest year. The RNG segment, while
smaller, also showed consistent growth, with a 16.94% increase in 2022 and 2.57% in 2023,

reaching €275 million.

Evolution AB's core EBIT margin has shown a remarkable upward trend, growing from
30.2% in 2016 to 63.53% in 2023. This consistent improvement reflects the company's

operational efficiency, scalability, and strong revenue growth in its key business segments.

Between 2021 and 2023, Evolution AB expanded its Live Casino tables from 1,000 to
1,600, introduced 15 new Live Casino games in 2023, and increased its new games release
rate from 59 in 2021 to 110 in 2023.

Geographic Segmentation:

The company operates studios across Europe, North America, and South America,
tailoring its gaming experiences to regional preferences while continuing to expand into

new markets and studio locations.

External revenue recognition data from 2016 to 2023 highlights Malta as a key

contributor, consistently growing to €1.32 billion in 2023. North America has also seen
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exponential growth, reaching €338.3 million in 2023. Other regions, such as Curacao and
unspecified markets categorized as "Other," have shown varied contributions, with
"Other" contributing €75.5 million in 2023. Overall, total revenue increased significantly
from €178 million in 2016 to nearly €1.8 billion in 2023, reflecting Evolution's rapid

expansion and increasing dominance in the live casino market.

2.000.000

ii:zggg . . Europe and Asia, which together accounted for over 76% of total revenues in 2023.

1.000.000
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In terms of revenue origination, Evolution AB's revenues are primarily concentrated in

Europe remains the largest contributor, growing from €258.5 million in 2019 to €709.9

expansion, increasing from €22.0 million in 2019 to €226.7 million in 2023, reflecting its
Figure 3: Geographic segmentation of Revenue

Origination (EUR, '000) rising importance. Latin America and "Other" regions contribute smaller shares, with
€127.8 million and €62.0 million in 2023, respectively, showcasing Evolution's well-
diversified global footprint.
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and diversifying the customer portfolio remains critical for ensuring long-term revenue

stability.

Employee Numbers:
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Figure 5: Headcount Growth The full-time employee (FTE) count has also increased substantially, from 2,411 in 2016

to 14,850 in 2023, with a CAGR of about 30%. The FTE count experienced its largest
annual growth in 2018 (40%) and 2022 (35%), demonstrating the company’s focus on
building a strong and scalable workforce to support its operations and innovation

. Strategies.
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Market and Macroeconomic Analysis
Market Trends and Drivers:

The global casino market is segmented into three primary categories: land-based casinos,

live casino offerings, and RNG (Random Number Generator) games.

The land-based casino market remains the largest segment within the global casino
industry. As of 2023, it holds a substantial 78% share of the global casino market. However,
this segment has shown minimal growth in recent years, with a compound annual growth
rate (CAGR) of just 0.3% from 2019 to 2023 (Evolution AB, 2023). Despite its continued
dominance, the stagnation in growth highlights a significant shift in consumer behavior

toward digital gambling platforms.

The online casino market, which represents 22% of the overall casino industry in 2023, is

divided into two primary categories:

» RNG (Random Number Generator) Casinos: Holding a 17% share of the
global casino market.
» Live Casinos: Occupying a 5% share, this segment has shown the most significant

growth,

The market experienced robust annual growth of 20.8% between 2019 and 2023
(Evolution AB, 2023), driven by technological advancements and an increasing preference
for digital gambling experiences. This period of growth was also significantly influenced
by the COVID-19 pandemic, which acted as a catalyst for the industry. With widespread
lockdowns and social distancing measures in place, consumers increasingly turned to
online entertainment, including digital gambling platforms, as a substitute for traditional

casino experiences.

The live casino sector has outperformed other segments, growing at an annual rate of 23.9%
over the same period (Evolution AB, 2023). This growth is attributed to the rising demand
for interactive and immersive gaming experiences, which were further amplified during the

pandemic as players sought engaging, real-time alternatives to in-person interactions.

Looking ahead, the online casino market is expected to sustain growth, though at a slower
pace. From 2024 to 2029, the sector is projected to have a CAGR of 5.39% (Statista.com:
Online Casinos, 2024), indicating a period of steady yet moderated expansion as market

conditions stabilizes post pandemic.
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Macroeconomic Factors:

The data presented in this section was up-to-date as of November 2024, based on the latest
available reports from the IMF and other reputable sources. However, macroeconomic
conditions are dynamic, and recent developments may have led to changes in inflation
rates, GDP growth projections, and other key economic indicators. Readers are advised to

consult the most current data for an accurate understanding of prevailing trends.

Inflation rates, which spiked globally in 2022, are on a downward trajectory. In the
European Union, inflation reached a peak of 9.33% in 2022 but is forecasted to decline
steadily, stabilizing at 1.98% by 2028. The Euro Area follows a similar trend, with inflation
dropping from 8.38% in 2022 to 1.88% by 2028 (IMF: Inflation Rate EU & Euro Area,
2024). The United States is expected to achieve inflation stability around 2.00% from 2026
onward (IMF: Inflation Rate US, 2024), and Canada’s inflation rate, which spiked at 6.80%
in 2022, is anticipated to decrease gradually to 1.99% by 2028 (IMF: Inflation Rate Canada,
2024).

Real GDP growth rates present a mixed picture across regions. In the EMEA (Europe, the
Middle East, and Africa) region, economic expansion slows from a robust 6.00% in 2021
to a stable rate of 1.60% by 2028. Asia, as a key driver of global growth, shows strong
initial performance, with China’s GDP growth peaking at 8.40% in 2021 before tapering
off to a consistent 3.40% from 2028 onward. Other major Asian economies, such as South
Korea and Japan, display moderate and steady growth. In the Americas, the United States
sees a dip in GDP growth to 1.80% in 2023, but it stabilizes around 1.90% from 2027.
Canada experiences a sharp decline after 2021 but levels off at approximately 1.70% from
2027 onward. The overall global GDP growth rate is expected to remain steady at around
3.20%. (IMF: Real GDP Growth Rates, 2024)

Macroeconomic trends, including declining inflation rates and regional variations in GDP
growth, directly impact Evolution AB's revenue distribution across geographical regions.
Europe and Asia, which collectively accounted for over 76% of total revenue in 2023
(€709.9 million and €672.3 million, respectively), benefit from stabilizing inflation and
consistent economic growth, particularly in China and other key Asian markets.
Meanwhile, North America (€226.7 million) and Latin America (€127.8 million) exhibit
steady GDP performance, supporting demand in these regions. The global GDP growth
rate of approximately 3.20% aligns with Evolution's continued expansion, as the company's
diversified geographical footprint helps mitigate macroeconomic fluctuations in specific

markets.
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Historical Financials:

wo% Evolution AB experienced remarkable revenue growth over the 2016-2023 period,

increasing from EUR 115.5 million in 2016 to EUR 1,798.6 million in 2023. This
consistent upward trend was driven by strategic investments in live casino
offerings and the addition of RNG-based products, as well as geographical
expansion and strategic acquisitions. A significant acceleration in revenue
occurred between 2020 and 2021, where revenue nearly doubled from EUR 561.1
million to EUR 1,068.8 million, underscoring the company’s ability to capture
market opportunities effectively.

The table highlights Evolution AB's impressive growth in EBITDA margin, rising
from 50% in 2019 to an outstanding 70% in 2023, reflecting exceptional efficiency
and profitability. Compared to Evolution, other companies show more modest or
fluctuating margins, with some struggling to maintain consistency or facing
operational challenges. These trends underscore Evolution's strong market position

and superior operational strategy over the years.

Evolution AB's profit margin performance stands out as consistently exceptional,
growing from 41% in 2019 to an impressive 60% in 2023. This growth reflects
Evolution's ability to convert revenue into profit at an industry-leading rate. Key
drivers include its high-margin live casino products, operational scalability, and
effective cost management. In contrast, other companies in the table exhibit
significantly lower or fluctuating profit margins, with some struggling to
maintain profitability. This disparity underscores Evolution's dominance in the
iGaming sector, driven by its strategic focus on innovation, market expansion,

and operational efficiency.

Cost Structure
Personal expenses, the largest component of Evolution's cost structure, accounted
for 46.09% of revenue in 2016 and have gradually decreased to 19.7% in 2023.
This decline indicates improved efficiency in managing workforce costs despite
the company's rapid expansion. By 2034, personal expenses are projected to
stabilize at around 19% of revenue, reflecting effective cost control and automation

within its operations.

Depreciation, amortization, and impairment costs, as a percentage of intangible
and tangible assets, highlight Evolution AB's efficiency in managing its asset base.

In 2016, these costs were 25.16%, reflecting the higher asset utilization typical of

Page 5 of 11



= e O = g o =8

-
=

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Figure 12: Forecasted Core EBIT Margin (%)

a growing business. By 2023, this percentage had decreased significantly to 3.85%,
showcasing improved efficiency as the company scaled its operations. Looking
ahead, these costs are expected to stabilize at approximately 4.00% from 2024
onwards, indicating Evolution’s ability to maintain its asset base while benefiting

from economies of scale and effective asset management practices.

Other operating expenses have followed a similar pattern, dropping from 15.26%
of revenue in 2016 to 9.78% in 2023. They are projected to stabilize at
approximately 8.0% by 2034, reflecting economies of scale and the company’s

ability to manage general and administrative costs effectively as it grows.

The total core costs as a percentage of revenue have improved significantly,
decreasing from 69.8% in 2016 to 36.4% in 2023, and are forecasted to stabilize
around 33.0% by 2034. This reduction underscores Evolution's ability to scale its
business while maintaining a lean cost structure, contributing to its impressive
EBIT margin, which rose from 30.2% in 2016 to 66.3% in 2023 and is projected
to exceed 67% by 2034.

Tax-related assumptions are based on a statutory tax rate of approximately 28%,
with adjustments for non-deductible expenses. These adjustments will affect net
income calculations. Tax adjustments also include considerations for income not
subject to tax, which is expected to constitute around 1-2% of revenues, as well as
other deductible or non-deductible items that align with the company’s tax

framework.

For the non-core business and financial results, revenues and expenses from non-
operational activities are assumed to grow at a conservative pace, contributing
minimally to overall growth. Financial income and expenses are projected to
remain relatively stable, with slight fluctuations potentially influenced by changes

in interest rates or Evolution’s financing activities.

Terminal Growth Rate Analysis
The terminal growth rate (g) for Evolution AB is derived using the reinvestment rate (RR)
and return on new invested capital (RONIC), offering a theoretical basis for assessing the
company's long-term growth potential. This approach ensures alignment with the

company's operational efficiency and reinvestment capacity.

The reinvestment rate (RR), representing the percentage of net operating profit after tax
(NOPLAT) reinvested into the business, fluctuates significantly in the short term, peaking
at 55.63% in 2024 before tapering to 5.73% by 2034.
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EVA Valuation

Sum of Discounted Annual Economic Profit 7.441.528
Terminal Value 14.508.538

Initial Invested Capital 3.760.212

Non-core Items (60.162)
Enterprise Value 25.650.116
Net Debt 998.613
Equity Value 26.648.729
# shares outstanding (End 2025, thousand) 204.329
Per Share Value in Euros 130
Per Share Value in Dollar 141

Current price in Dollar 85
Difference (Estimated vs. Actual) 66%

Figure 13: EVA Valuation Components

Conversely, RONIC—measuring the returns on newly invested capital—remains robust,
peaking at 212.11% in 2024 and gradually normalizing to 67.73% by 2034. The high initial
RONIC reflects exceptional returns from strategic investments, while the declining trend

is consistent with diminishing opportunities as the company matures.

The theoretical terminal growth rate, calculated as g = RR x RONIC, begins at a high
118.00% in 2024, driven by elevated reinvestment and returns, before normalizing. By
2034, the growth rate stabilizes at 3.88%, aligning with sustainable long-term economic
growth expectations. This rate reflects Evolution’s transition into a mature phase, balancing

reinvestment with stable returns.

After evaluating Evolution AB's terminal growth rate through macroeconomic data, market
trends, and theoretical calculations, the derived rate of 3.88% was considered overly
optimistic. Taking into account regional GDP growth rates, global economic trends, and
industry analysis, a more conservative 2.50% terminal growth rate was selected. This
reflects a balanced and sustainable approach aligned with long-term macroeconomic and

market growth expectations.

Economic Value Added (EVA)

The Economic Value Added (EVA) model assesses Evolution AB's ability to generate
value above its cost of capital, based on metrics such as NOPLAT (Net Operating Profit
Less Adjusted Taxes), invested capital, Return on Invested Capital (ROIC), and Weighted
Average Cost of Capital (WACC). The analysis spans from 2016 to 2034 and highlights

the company’s consistent value creation.

Evolution AB's NOPLAT has grown significantly over the years, rising from €21.26
million in 2016 to €725.68 million in 2023, with continued growth projected to reach €1.81
billion by 2034. This growth reflects the company’s ability to scale operations, driven by
robust revenue increases and efficient cost management. The consistent rise in NOPLAT

showcases Evolution’s operational strength and profitability.

A key driver of EVA is the spread between ROIC and WACC. Evolution has consistently
achieved a ROIC far exceeding its WACC, with ROIC peaking at 154% in 2018 and
stabilizing at around 24-40% in the projection period (2023-2034), compared to a constant
WACC of 7.8%. This positive spread highlights the company’s strong capital efficiency
and its ability to generate returns well above the cost of capital, ensuring sustained

economic profit.

The EVA valuation includes the sum of discounted economic profits (€7.44 billion) and a
terminal value (€14.52 billion), calculated with a 2.50% terminal growth rate. Adjusting

for non-core items (-€60.16 million) and excess cash (€998.61 million), the total enterprise
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value is estimated at €25.66 billion. With an equity value of €26.66 billion and 204 328
779 shares outstanding at the end of 2025, the per-share value is calculated at €130 or $141
in USD.

Sensitivity Analysis

At the base case WACC of 7.8%, the share value is €126.68 in the DCF model and €130.48
in the EVA model. For the DCF model, at 6.8%, the share value increases to €156.24, while
at 8.8%, it decreases to €106.60. Moving further, at 5.8%, the share value reaches €204.04,
and at 9.8%, it drops to €92.08. Similarly, in the EVA model, the share value rises to
€160.89 at 6.8% and decreases to €109.82 at 8.8%. At the extremes, it increases to €210.05
at 5.8% and falls to €94.87 at 9.8%. These steps illustrate the steep effect of WACC

adjustments on valuation.

With a base case terminal growth rate of 2.50%, the DCF model calculates a share value
of €126.63, and the EVA model estimates €130.42. In the DCF model, at 2.25%, the share
value decreases to €122.79, while at 2.75%, it increases to €130.85. Extending further, at
2.00%, the value is €119.29, and at 3.00%, it reaches €135.51. In the EVA model, at 2.25%,
the share value is €127.03, while at 2.75%, it rises to €134.15. Further adjustments result
in €123.93 at 2.00% and €138.27 at 3.00%, showing a steady increase in valuation with
higher growth rates.

For Live Casino commissions, the DCF model estimates the base case share value at
€126.63 with a 40% commission rate. At 38.5%, the value decreases to €122.25, and at
41.5%, it increases to €130.99. Further, at 37%, the share value is €117.87, while at 43%,
it rises to €135.35. In the EVA model, the share value is €130.42 at 40%, declining to
€125.84 at 38.5% and increasing to €134.99 at 41.5%. Extending further, it reaches €121.26
at 37% and €139.55 at 43%.

For RNG commissions, the DCF model shows the base case value at €126.63 with a 15%
commission rate. At 14%, the value decreases to €125.75, and at 16%, it increases to
€127.50. At 13%, the share value is €124.88, while at 17%, it rises to €128.87. Similarly,
the EVA model shows a share value of €130.42 at 15%, with values of €129.49 at 14%,
€131,35 at 16%, €128,57 at 13%, and €132,27 at 17%.
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Scenario Analysis
The scenario analysis evaluates Evolution AB’s valuation under three distinct cases: worst
case, base case, and best case. Each scenario is defined by variations in Live Casino and
RNG commission rates, WACC, and terminal growth rate, highlighting the range of

possible outcomes based on different assumptions.

In the worst case, Live Casino commissions are set at 37%, RNG commissions at 13%, the
WACC at 9.75%, and the terminal growth rate at 2.00%. These conservative assumptions
result in a significantly lower valuation, with a DCF share value of €81.29 and an EVA
share value of €84.30. The estimated economic profit is 28.43%, reflecting a lower level
of efficiency and profitability under these conditions. This scenario demonstrates the

potential downside risk if the company's cost of capital rises and revenue growth slows.

The base case assumes Live Casino commissions at 40%, RNG commissions at 15%, the
WACC at 7.75%, and a terminal growth rate of 2.50%. These assumptions yield a DCF
share value of €126.63 and an EVA share value of €130.42. The estimated economic profit
stands at 32.22%, representing a balanced outlook based on realistic growth and cost
expectations. This scenario serves as the most probable valuation, aligning with the

company's current operational performance.

In the best case, Live Casino commissions increase to 43%, RNG commissions to 17%, the
WACC decreases to 5.75%, and the terminal growth rate rises to 3.00%. These optimistic
assumptions lead to a significantly higher valuation, with a DCF share value of €252.01
and an EVA share value of €257.19. The estimated economic profit improves to 35.88%,
reflecting enhanced profitability and growth potential. This scenario highlights the upside
opportunity if Evolution AB continues to expand its revenue streams and lowers its

cost of capital.

Investment Thesis:
The valuation of Evolution AB employs a comprehensive weighted approach that
integrates several methodologies to derive an accurate and balanced target price. The
Discounted Cash Flow (DCF) model, which accounts for 50% of the weight, serves as the
cornerstone of the analysis, emphasizing the intrinsic value of the company through the
projection of long-term cash flow generation. This method captures Evolution's ability to

sustain growth and profitability over time.

The Economic Value Added (EVA) approach is assigned a 25% weight, reflecting its
importance in assessing the company's ability to create value by generating returns well
above its cost of capital. EVA highlights Evolution’s operational efficiency and superior

capital allocation, both of which have been key drivers of its robust performance.
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returns for its investors while maintaining financial stability.

DCF 50 % 126,68 63,34
EVA 25 % 130,48 32,62
DDM 10 % 99,87 9,99
EV/Sales 5% 16,89 0,84
EV/EBITDA 5% 54,35 2,72
P/E 5% 20,24 1,01
Implied Shareprice 100 % 110,52

Upside/Downside

30 %

Figure 14: Final Share price

resilience, and strategic positioning in the high-growth online gaming industry.

Risks and Upside/Downside Factors:

Evolution faces several key risks that could negatively impact its operations and growth.

regulations, these potential shifts pose a substantial threat to profitability.

result in reputational damage, legal liability, and operational disruptions.

gaming revenue heavily depends on leisure spending.

Additionally, the Dividend Discount Model (DDM) contributes 10% to the valuation,
emphasizing the company's shareholder-oriented strategy. By focusing on consistent

dividend growth, this methodology underlines Evolution's capacity to generate substantial

Relative valuation metrics account for the remaining 15% of the weight. This approach
benchmarks Evolution’s market position and valuation against its industry peers, providing
a market-driven perspective that complements the intrinsic valuation methods. By

incorporating these metrics, the analysis ensures that Evolution’s valuation is grounded in

I T e hoth market realities and internal performance.

The combined application of these methodologies results in a final target price of $110.52,
representing a substantial 30% upside from the current share price of $84.91. This valuation
underscores the significant potential for growth and supports a strong BUY

recommendation. It reflects Evolution AB’s compelling growth outlook, robust financial

Regulatory compliance remains a significant challenge, as changes in legislation or
increased taxation in key jurisdictions could restrict online gaming activities and impose

higher operational costs. Despite the company’s proactive efforts to adapt to new

Another risk is Evolution’s dependence on a concentrated customer base, with its top five
customers accounting for approximately 41% of revenue in 2023. This reliance creates
vulnerability if any of these customers reduce their orders or encounter financial
difficulties. Additionally, the company’s reliance on cutting-edge technology exposes it to

cybersecurity risks, including potential data breaches or platform failures, which could

Broader economic conditions, such as inflation, geopolitical instability, and declining

consumer discretionary spending, also present risks, particularly in regions where online

On the upside, Evolution has significant opportunities to drive growth and expand its
market share. The company’s ongoing expansion into emerging markets, particularly in
Latin America, Asia, and North America, offers substantial potential, as these regions

continue to see rising online penetration and a shift from land-based to digital casino
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Product innovation and diversification also represent critical growth drivers. Evolution’s
development of new game formats and product offerings, such as innovative live and RNG

games, strengthens its leadership position in the market and attracts new customers.

Furthermore, Evolution’s commitment to technological advancements, including Al
integration and improvements to its One Stop Shop (OSS) platform, enhances operational
efficiency, improves player experience, and creates cross-brand synergies, which can
bolster the company’s competitive edge. Leveraging its existing partnerships and
established presence in regulated markets, Evolution is well-positioned to introduce new
products and expand into untapped verticals, offering significant long-term growth
potential.
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Forecasted Income Statement
Maluesin EUR 1000}

Financial Statements

Short-term >> Long -term 5>
016 2017 2018 2019 2000 2021 2022 2028 2024 2025 2026 2007 2028 2029 2030 2031 2032 2083 203
CORE BUSINESS |
115 461 178385 285018 561138 1068777 1.456.737 1798601 2238518 2.559.780| 2.807.309 3.053.525 372567 3a17.212| 3.542.197 3668947 3.795.858 3974351 2.053.816]
54,50% 37,56% 53,420 50,47% 23.47% 5,60% 597% 3,66% 35 3,39 3,30%
| Revenues - Live: 15046 178222 245,350 543315 839.238 1523274 1938286 2.238.035| 2470002 2.706.009 2866718 3.052.206 3169802 3288690 3520.257 3.650.820)
54,95 37.67% 48,57% 54475 % 8,19% 27.24% 15,46 2 5.594% 647% 3,86% 3,75% 3 3,54% 2.44%
Other Revenues | Revenues - RNG 415 163 8 17.819 222,539 268429 25327 00229 321235 357,949 365.006 72306 752 87.397 295,094 402.996
50,72% 55,28% 27313,85% 1185,17% 16,345 757% &00% 3,00 2,00% 20 7,00% 00% 2.00% 2,00
Cora Costs and Expenses (20.597) (111500} {155.931) (208.280) (261.034) {210.773) (548.675) {655.87) (335.960) (991680)  (1023.826)  (1.105617)  (1070350) (1128731  (L166646)  (1204.891)  (123516)  (1282.069)  (1321.707)
Personal expenses (53.218) (67.674) (126.419) (133.752) (207.165) (283.598) {355.300) (440.272) (503.075) (s52.268) (600.705) 1634.353) 1672.251) (696,835 (721.675) (746.740) F72.018) (7s7.457)
5% Revenues 45,09 34,56% 23,80% 1 2,88% 18,73% 18,675 13,67% 1,675 18,675 1567% 18,675 19,675 18,67% 7 .
Depreciation, smartisation and impairment (25.476) (32513 180.645) (100,378} {124.683) 152135 (160.503) (168.921) (173.573) 178.031) s3.03) [186.431] (189.745) (193107} (198.503) (199.915]
5% Intongibi & Tangible Assets 25,16% 29,853 % 2,22% 262% 3,09 7,85% 00% 4,00% 4,00 .00% 4,00% 4,00% 1,00% 1,00% 4,00% 4,00 2.00%
Other operating expenses 17.619) (a0.063) (95.169) (126.562) (158.699) {175.888) (242897} (277.703) (302.616) (331333 {257.365) (a73377) [pE3.375) (293.475) (303.669) (313.928) (324.305)
s -15,26% 16,32% -11,88% -10,69% 9.78% -1 85% -10,85% oo 8,00% 6,00 -6,00% -8,00%
Core Taxes 3a861 66881 89081 157.472 299.700 654.001 908.062 1122.730 1403050 1.617.600| 1.783.483 1.907.908 2.288.081) 2375552 2463508 2552382 2641882 2.732.109)
Statutory Taxes T10.019) (21241} (25.405) (29.139) (139212] (231973 [245.165) {44501 (461.992) (53261 (587.262) (6a1.20] (753.547) a2.218] (811.193) (820431} (E69.912] (899,622
Tax Rate 28,77% 31,76% 8,50% 15,45 36,29% 27,00% 35,10 32,234 32,93 22,92 32,53 32,93% 12,935 32,9 835 52 32,53%
Tax agjustments:
Expanses not deductible for tax purposes (3585 (roa1) (s17) {1975) (8.698) (8.831) (12.550) {15.651) (17.6a1) (19.180) (20712) (21.007) {22575) (23333) {2a.008) (22870} (25.629) {26.424)
9% Core Costs ond : 4,45% 067 0.30% 0.76% 2.10% 161% % 187% 2,87% L87% 5 2.00% 200% 2,00% 2,00% 2,00% 200 2.60%
i fsing from th i 1z (©3) 7.809 (55.934) 1195992} 2326 32.887) (37.600) (31.289) (33,861 (a7.374) 150.204) 152.081) 153.895) (55.767) (57.655) 153.557)
¢ e 53 0,03% 657% 5,275 -13,52% o455 -1,07% 1,47% -1,47% 1,075 1475 1,479 1,47% a7% -1,47% -1,47% a
Coro Result 21083 42158 61975 27923 195.952 351493 457074 734.005 392517 1.029.713| 1.135.797 1200831 1.376.099 1062255 1.517.961 1.574.362 1631273 1,688,663 179,434
Core ESIT Margin 30.20% 37.45% 36,45% 43.05% 53.41% 61,18% 62,30% 63,595 63.20%] 63,53% 63.79% 66.81% 66,974 67.08% 67,162 67.24% 67.32% 67.40%]
Core Result Before Taxes 34260 66581 5450 157.472 289700 654.004 508,062 1182730 L617.600| 1783483 1947.908 2154218 2288481 2375552 2463545 2552340 2641882 2732108
Check line TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE| TRUE TAUE TRUE TRUE TAUE TRUE TRUE TRUE TRUE
‘NON-CORE BUSINESS T
Tax adjustments
Income not subject 1o tax 16455 20532 134270 150860 201868 n3976
4 Revenues 5,649 5,00%" soow” 500%" 005"
4 232364 283.977 465.870
0,00% 0.00% 0a1%
] (1.257)
0.00%
o 84
0,00 Boa%
(18) 2643
0.00% 0.42%
10830 11266
0.49% 0.49% 49% 0404
Hon-Core Result 10645 20082 21533 22173 126,654 202.245 190.367 3aL382 380.335 12,650 438.052 486,713 528992 575243 625,851 681,247 741898 B08.322
FINANGIAL RESULT |
10 6 a.069 1558 9312 202 ase a7 490 506
0075 ot La0% 1,60% 100% .03 003 0035 .03 a3
ncial expenses. i299) z29) {10.538) (29.722) (7.946) (10.576) (11.422)" naaz)” [1a.388)" 15.539)" (16.782)" {18.125)|
% Lease biabi - - - 13,25% 10,00% 10,00% &.00% 800% £00% 5,00% 8,00% &.00%
inanci Taxes (239) (218} (as8) {200) {L018) (6513) {1.469) s5.877 1366 (3a17) (8.436) (9.991) (11.019) {11.909)| 112.880) (13.930) (15.066) (16.293) {17.619)
Statutary Taxes o 69 a7 37 a73 2370 87 (2.080) (as0) 1125 2781 3273 3628 3821 P 4587 2961 5.365 55802
o Rate 28,735 31,76% 29515 16,50% 45,45% 36,305 27,00% 35,30% 32,93 32,035 32.93% 32,935 22,93 52,03% 32,03% 3 32,93 32,93
inanci 167) {149} (111) (163) {5a5) (4.143) {1.072) 3797 916 (2.292) (5.665) {6.667) (7.391) (7.938)] 18.639) (3.343) {10.105}) (10.928) {11.817))
Total G 31562 62.091 83397 149.953 322,071 549601 646369 1.079.184 1273.768 1.490.117] 1.578.183 1.720.976 1.657.700 2.029.409] 2.135173 2.246.265 2.363.067 2.486.057 2.615.763)
Forecasted Balance Sheat
Values in ZUR 000}
Short-term 33 Long-term »>
016 2017 018 2013 2020 2021 2022 2023 2028 2025 2026 2023 2028 2029 2030 2031 2032 033 2034
CORE BUSINESS
Operating cash 2309 E 15 petE] e 4770 s1186 56146 68344 70843 72368 75017 81075
% of Revei 9 2% 2% % 25 E:? 2% E2 z 2%
Recelvables 0739 73671 120236 213875 525703 572456, 699260 720836 750665 776742
iveroge Caf a & 7: 73 75 ] 5 75 75 7=
Current tax receivables 26581 30 443203 712013 744208 709,977
s : a2 a2% 5% 75% : 7 753 % 73t
Fropaid expensas and accruend incama 1363 206 iz 317as eo13n 75839 a8 #7111 L ) 99102 102544 108513
%R . 1% 2% % % 5 1 % % 5% 3 a0 %
Accounts pavable (3351) (3.190) (15,335 las78] 113.063) (16:576) (18.952) (z0.788] [22612) (21,6981 i22.901) (23.780) (28,628} [25.453) (26,3961 127.215)
Diays Payable € . 15 8 Fy ) E 3 ) ] g g ® E a 2 9 s
Other current ligkilities (B.099) f11.521) {128.502) 111127) {62.029) (124.359) {1az2.174) (155952 (169,630 (162.401) (172.208) 17e.398) (188757} (191.174) (197,645) (208,255
; et (€1 2 2 56% 5 12 1% ] 18% 125 s 18% 185 12
Current lease liabilitics a o (11891 [19.539] (13.822) (16.505) (14521 [12.825) (a.793) 123608 (12.202) (12223} (12214 (12.213) 12.217)
T o 1% 1% % 195 5% T9% 195
Current tax liabilities (49.539) 161.082] (183.053) [312677) [118.557) 450,564 i513.023) (588.736] 1674.076] [377.726) (874555 1996.345) (388.581) (596,244 [963.778) (85,005
Mel Working Capital 33869 43.600 31.033) 85959 225869 264,508 296430 339579 369.647 396.705 25,349 425081 483058 257160 480.066. 513,092 557741
Intanglble & Tangible Assets 5,030 60963 103717 2663585 3080199 3.208.343 F240.970 3EEES 012,585 173,535 2.339.085 450,775 4577576 2.560.768 4743514 2.827.681 2912569 4,997,853
Intanglble Assets 15567 21301 36228 2557.520 2.345.732 7.038.514 3520648 3.835.996 3.968.506 2060728 4162485 a.z31801 1.365.420 2437 625 4507354
a o 5 1 o 2 2.324.00: .00 2324008 24 2

202456

2.324.0

134.467
;. 80,154 132074 1 214 236,400
17% 1% 7 " EALE 7z ﬂ'v' " 7,785 7%
" ' 21,204 54,313 70.352 11870 120,158 134,333 140,356 138,483 165,333
* e % 4 4% 4.55% 4,38% 4, 4. 4.3 4,385%
Operating leases, net of current portian (37.010) (44.480) {s3.351)" {76.250) (87.177) (95.625) (109.838) (116.400) (129.298)
¥ e s 2% e % 3% % I% A% % 2%
Other long-term assets 2am 3,307 11.0% 8BRS b7a” 15001 12265 18,934 754 23053 2896
3 Ren 5 0% 1% 1% 1% 0% 0.67% 0.67% i) 1 0,675 nET%
Other long-term llabillties (7.4a1) 16.693) (5.619) o o (230.000] 351.926] IITD‘DHJ' is22.021) (572.612) (622.833] (697.015) {722.508) (774.248]
6 Reverics % 2! 2% [ % 22 24 16 20,40% 20,40% 20 40 20,40 20,40 20 40%
Met Core Non- t: 28325 36.463 49.128 83.107 2.630177 2816.815 2.860.259 2.915.379 3420633 3.524.237 3.633.240 3787214 31.841.498 3.949.743
Invested Capital Core Business 41326 §5.614 B§2.997 126.707 2.599.104 2.902.774 3.085.728 3.179.887 3.583.570 3.760.212 3.893.854 4.029.944 4130319 4212295 4.284.556 4.352.305 4.429.508 4518004 4.518.002|
MON CORE BUSINESS ‘
Deferred tax assets 550 78 180 156 2696 2,360 785 3471 2872 3043 3l129 3014 3.062 3.068 3048 3.059 3,059 3,055 3.058|
Deferred tax liabilities {729) (565) o {63} (36.665] (58.816) (66.113) {61.393] 2. 63.204) 62.235) [62.516) (62.652) {62.467) (62.545) 539
Invested Capital Non Care Business 179 (a87) 180 a7 (33.970) [56.456) |62.328) {57.922) {59.235) (B0.162) 159.108) [59.501) (59.590) {59.399) (59.497) (59.495) [59.864) (59.485) (59.481)|
Total Invested Capital 41147 §5.127 B3.177 126794 2.565174 2.846.318 3.022.400 3.121 965 3.524.335 3.700.050 3.834.777 3.970.443 4.070.729 4152896 4.225.060 4.292.510 4.370.345 4458 519 4.558.521|
FINANCIAL
Excess of Cash. BOO43 175205 210452 400.056 503419 949.784 931192 1064627 1.167.804 1.270.226 1341378 21515 1473508 1.526.024 1.579.027 1632478 1.686.334)
32,65 £75.9% 52.8% 41.6% 47,6% A 1 41,6% 41,6% 11,6% 4
(50} (5619} " [zz1) 12217 (z.a11)" (2.69m)" [z857)" (2997)" {3099 (3.201)
04% 1.5 0,1% 0.1% OI% 01% 01% ar o1% ) o,
Morcusrent lease liabilties " 0" (61.288) (63.993) 163.605] [62.962) (63.520) 163.362) (63.281) 163.388} [63.342) (63.338] 163.357)
6 Rin 0,00%
Assets 79083 868137 998613 1.101.982 1.204.853 1275311 1.356.455 1.407.42% 1.453.739 1512686 1.566.042 1.613.777|
Equity 63596 109.881 162.270 2B0.897 2.926.171 3.190.950 3.450.281 4.006.215 4392472 4.638.663 4.936.75% 5.175.296 5.346.041 5.508.350 5.632.089 5.752.549 5.B83.031 5.024 561 6.175.298




Cash Flow Map

Values in EUR [000)

Shart torm 32 Long torm >
2016 2017 2018 2019 2020 201 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2038
[+) Core and Recurrent EBIT 343864 66881 3484 157472 295700 654004 508062 1142730 1403050 1617600 1783483 1347508 2154218 2238481 2375552 2463548 2552342 2641882 2732109
Statutory Taxes (10019) (21241) (26405) (29139) (139212) (237973) (245 165) (404 501) (461994) (532641) (587262) (641 404)| (709337) (753547) (782218) (811193) (840431) (869914 (899624)
[#) Tax Adjustments [3585) (3445) (1041} 817) 1875) |2 638) (8821) (12550} [15651) (17 841) (19180) (20712) (21407) (22575) (23333) (24098) (24870) (25649) (26434)
Core and Recurrent NOPLAT 21260 42195 62038 127716 158513 407333 654066 725679 925 405 1067319 1177041 1285792 1423474 1512359 1570001 1628257 1687041 1746318 1806051
[#) Depreciation & Ammortization [8780) (13754) (12187) (25478) (32513) (80648) (100378} 122 883)| (152 185) [160503) [166841) (173578) (178031) (183103) (186431} (189745) (193107} (196 503) (199915)
[#) Exchange differences arising from the translation of foreign operatio 1177) 27) (63 207 37448 [55834) (196 982) 8326 32887) (37 800} (41244) (24861) (47374) (50204) (s2041) (53895) (55767) (57 655) (59557)
Core Gross Cash Flow 11323 23404 43778 102447 163 445 270853 356696 609322 740322 869216 968 855 1067 351 1198068 1279052 1331530 1384617 1438166 1492 160 1546579
)2 in NWC (16 148) (8731) 74633 (116982) (139510) (33038) 31922) (42 143) (30068) (27058) (28 645) 268 (14102) (22305) 23027) (24 648)
8] E;peerang\bIE assets [PPE & ROU) ”375371 80481 (2 334\ 7[5353] 52544 ”4’4 762 7112 310 ”?E 41; 125 EB; 7135 557 71’4;3 23’5 15’3 863 15::) J’E’E 17:)5575 174893 1?; BB; 180820 1’34 35::)
) Intangible assets (2114) (4777} (2298) (695 444) 22083) 14322 28413 (481 134) [172762) 132 588) (122610) 82122) (103757) (67 218) (67 934) (68 625) (69 205) 69729)
) & Goodwill o o (12 485) (1821848 (354 148) (126 850) (8873) o o 0 0 0 o o 0 0 0 o
4 in Operating leases, net of current portion 1756 1863 14560 15282 7470 546 8325 22899 10926 8449 8387 5826 6562 4257 4300 4340 4377 4410
2 in Other Long-Term Assets (1909) 1479 (166) (2184) (7794) 2228 2089 (8322) (2168) (1673) 1661} 1154) (1300) (843) (852) (860) (867) (873)
[+ &in Cther Long-Term Lizbiliites (748) (1074) (5613) ] 230000 121326 (72907) 177575 65427 50591 50221 34388 39234 25433 25750 25989 26209 26407
Core Unlevered Free Cash Flow ! 17871 44592 84213 {2276475) 47369 274120 639846 488834 853077 1002125 1104 870 1275725 1380179 1445699 1506613 1553770 1600467 1646495
[+ Tax adjustments 10646 20082 21533 22173 126654 202245 130367 341382 380335 412630 448052 486713 528992 575242 625851 681247 741838 808322 831086
[} & in Non-Core Invested Capital - (667) 93 34057 22486 6872 (5 408)| 1313 926 (1055) 395 89 (181) 98 ) (32) 22 14)
Total Unlevered Free Cash Flows 10646 65458 106479 (2115 764) 272 600 471359 975822 870482 1266654 1445122 1591977/ 1304 805 1955230 2071648 2187859 2295637 2408810 2527578
) Financiz| Result Before Taxes (234) (218) [158) (200) (1018) [6513) (1488) 5877 1266 (2217) (8426) [8321) 11018) 11308) (12 880) (12830) (15088) [16283) (17 6139)
&7 &9 47 37 473 2370 357 (2080) (450} 1125 2781 3273 3628 3921 4241 4587 4961 5385 5802
) & in Net Financial Assets (22006) (34238) (75010) (£ 834) (183 635) (93 249) |25 369)| 16113 [130478) (102 3639) (102871) (70 458) (80143} (51974) (52210) (52347) (52 358) [53735)
[+) Transactions with Sharehalders (16 106) (31008) (31306) 2123203 (84822) (377038) (533 250)| (887511) (1133926 (1340088) (1432433 (1726956) (1867033) (2011034 2126205) (2232585) (2344527) (2462026)
Financing Cash Flows 38261) {65458) 106 473) 2115764 {272 600) (471355) |5758212)| (870482)  [1266654) (1449122)  (1591977) (1804805) (1955230) (2071648)  (2187859) (2295637) (2408810)  (2527578)
Sensitivity Analysis
DCF: Share Value EVA: Share Value DCF: Share Value EVA: Share Value
126,63 130,42 126,63 130,42
2,8% 2620,53 2,8% 2.694,99 o 1,25% 110,40 a 1,25% 116,07
3,8% 528,45 3,8% 543,68 o 1,50% 113,12 o 1,50% 118,48
4,8% 294,09 4,8% 302,67 : o 1,75% 116,08 : ) 1,75% 121,09
W 5,8% 203,90 W 5,8% 209,90} . ‘:’ 2,00% 119,29 . ‘:’ 2,00% 123,93
A 6,8% 156,16 A 6,8% 160,80) m 2,25% 122,79 m 2,25% 127,03
< 7.8% 126,63 c 7.8% 130,42 i 2,50% 126,63 i 2,50% 130,42
¢ 8,8% 106,56 ¢ 8,8% 109,78 : R 2,75% 130,85 : R 2,75% 134,15
9,8% 92,05 9,8% 94,84} ) @ 3,00% 135,51 ) @ 3,00% 138,27
10,8% 81,07 10,8% 83,54} t 3,25% 140,69 t 3,25% 142,85
11,8% 72,48 11,8% 74,69 : 3,50% 146,48 : 3,50% 147,97
12,8% 65,57 12,8% 67,58 3,75% 152,99 3,75% 153,73
DCF: Share Value RNG Revenue Commission
126,63 10,0% 11,0% 12,0% 13,0% 14,0% 15,0% 16,0% 17,0% 18,0% 19,0% 20,0%
L 32,5% 100,28 101,16 102,05 102,93 103,81 104,69 105,57 106,45 107,33 108,21 109,09
Ie 34,0% 104,69 105,57 106,45 107,33 108,21 109,09 109,97 110,85 111,73 112,61 113,48
v o
e m 35,5% 109,10 109,98 110,85 111,73 112,61 113,49 114,36 115,24 116,12 116,99 117,87
o 37,0% 113,49 114,37 115,25 116,12 117,00 117,87 118,75 119,62 120,50 121,37 122,25
R i 38,5% 117,88 118,76 119,63 120,51 121,38 122,25 123,13 124,00 124,87 125,75 126,62
e s 40,0% 122,26 123,14 124,01 124,88 125,75 126,63 127,50 128,37 129,24 130,11 130,98
v s
- § 41,5% 126,63 127,51 128,38 129,25 130,12 130,99 131,86 132,73 133,60 134,47 135,34
o 43,0% 131,00 131,87 132,74 133,61 134,48 135,35 136,22 137,08 137,95 138,82 139,68
un 44,5% 135,36 136,23 137,10 137,96 138,83 139,70 140,56 141,43 142,30 143,16 144,03
e 46,0% 139,71 140,58 141,44 142,31 143,17 144,04 144,90 145,77 146,63 147,50 148,36
47,5% 144,05 144,92 145,78 146,65 147,51 148,37 149,24 150,10 150,96 151,82 152,69
EVA: Share Value RNG Revenue Commission
130,42 10,0% 11,0% 12,0% 13,0% 14,0% 15,0% 16,0% 17,0% 18,0% 19,0% 20,0%
L 32,5% 102,77 103,71 104,65 105,59 106,52 107,46 108,40 109,33 110,27 111,20 112,13
1E 34,0% 107,39 108,33 109,26 110,20 111,13 112,07 113,00 113,93 114,87 115,80 116,73
v o
e m 35,5% 112,00 112,94 113,87 114,80 115,74 116,67 117,60 118,53 119,46 120,39 121,32
o 37,0% 116,60 117,54 118,47 119,40 120,33 121,26 122,19 123,12 124,05 124,98 125,91
R i 38,5% 121,20 122,13 123,06 123,99 124,92 125,84 126,77 127,70 128,63 129,55 130,48
e 40,0% 125,78 126,71 127,64 128,57 125,49 130,42 131,35 132,27 133,20 134,12 135,05
v 5
o § 41,5% 130,36 131,29 132,21 133,14 134,06 134,99 135,91 136,84 137,76 138,68 139,61
n o 43,0% 134,93 135,86 136,78 137,70 138,63 139,55 140,47 141,39 142,32 143,24 144,16
un 44,5% 139,49 140,42 141,34 142,26 143,18 144,10 145,02 145,94 146,86 147,78 148,70
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“EvoLuTION AB.”

INTERACTIVE GAMING INDUSTRY

JONATHAN CERQUEIRA
RUNAR LEIRVIK

Evolution AB: No Gamble, Just Growth

This report delivers a detailed equity analysis of Evolution AB, a market
leader in the online gaming and live casino industry. It highlights the com-
pany’s robust financial health, growth trajectory, and competitive position-
ing. A BUY recommendation is issued with a target price of $110.52 by
2025, reflecting a 30% upside from the current price of $84.91 (as of 15-
Dec-24).

Evolution AB has demonstrated exceptional revenue growth, rising from
€366 million in 2019 to €1,799 million in 2023, with EBIT margins exceed-
ing 63%. Its strategic focus on organic growth through innovative live and
RNG-based gaming formats has driven market leadership while differenti-
ating it from competitors. The company benefits from a well-diversified ge-
ographic footprint across Europe, Asia, North America, and Latin America,
with emerging markets offering strong growth potential.

Macroeconomic stability, including declining inflation and consistent GDP
growth in key markets, has supported Evolution AB’s rapid expansion. The
Live Casino segment, a key growth driver, is forecasted to outperform the
broader market, fueled by the ongoing shift to digital platforms.

While risks such as regulatory challenges and customer concentration exist,
these are counterbalanced by substantial opportunities in innovation and re-
gional expansion. With proven operational efficiency and a clear strategy
for sustained profitability, Evolution AB is positioned for long-term growth,
supporting the investment recommendation.

Company description

Evolution AB is a leading provider of live casino and online gaming solu-
tions, headquartered in Stockholm, Sweden. The company specializes in de-
livering high quality, live streamed gaming content, including table games,
slots, and game shows, to operators and players worldwide. Evolution serves
a global customer base across regulated markets in North America, Europe,
and Asia, and is known for its innovative technology and immersive gaming
experiences. As of the latest reporting period, Evolution collaborates with
numerous online casino operators, enhancing its presence and reputation
within the rapidly growing online gaming industry.
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Recommendation: BUY

Price Target FY25: $110.52

Price (as of 15-Dec-24) $84.91

Reuters: EVVTY.PK, Bloomberg: EVVTY:OTC US

52 week range ($) 89.11 134.71
Market Cap ($bn) 17.773
Outstanding Shares (m) 209.319

Source: Bloomberg
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(Values in € millions) 2023 2024E 2025F
Revenues 1799 2239 2559
EBITDA 1267 1555 1778
Net Profit 1079 1274 1440
EPS 5.05 6.01 7.05
P/E 18.70 13.46 11.47
ROIC 22.8% 24.4% 26.5%

Source: Company Data, Group Estimate
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Company Overview

Evolution AB (EVVTY) is a B2B provider specializing in online casino content, with a
business model focused on innovating, developing, and delivering Live Casino Shows and
Random Number Generator (RNG) Casino games. The company’s core business is divided

into two primary segments: Live Casino and RNG based game offerings.

Evolution's market capitalization stands at around $18 billion (12/12/2024), reflecting its

robust position and leadership in the online gaming industry.

Evolution's content is made available to end users through gaming operators, who manage
player interactions such as account management and authentication. Key products include
traditional live table games like Roulette, Blackjack, and Baccarat, as well as innovative
live game shows and a comprehensive slots portfolio through brands like NetEnt, Red
Tiger, Big Time Gaming, and Nolimit City. The company offers an integrated platform

called the One Stop Shop (OSS) for seamless operator integration.

Geographically, Evolution has a strong global presence, with a significant market share in

Europe, North America, Asia, and Latin America.

Value Drivers

Operational Segmentation:

Live Casino remains the dominant revenue driver, achieving 41.59% growth in 2022 and
28.19% in 2023, contributing €1.523 billion in the latest year. The RNG segment, while
smaller, also showed consistent growth, with a 16.94% increase in 2022 and 2.57% in 2023,

reaching €275 million.

Evolution AB's core EBIT margin has shown a remarkable upward trend, growing from
30.2% in 2016 to 63.53% in 2023. This consistent improvement reflects the company's

operational efficiency, scalability, and strong revenue growth in its key business segments.

Between 2021 and 2023, Evolution AB expanded its Live Casino tables from 1,000 to
1,600, introduced 15 new Live Casino games in 2023, and increased its new games release
rate from 59 in 2021 to 110 in 2023.
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Geographic Segmentation:

The company operates studios across Europe, North America, and South America, tailor-

l ing its gaming experiences to regional preferences while continuing to expand into new
I I markets and studio locations.
= = 0 R

2017 2018 2019 2020 2021 2022 2023

e mhiata < aussia mLatv o whertsameris maunso comer - EXEEINAl revenue recognition data from 2016 to 2023 highlights Malta as a key contribu-
2: Geographic Segmentation of Revenue tOr, consistently growing to €1.32 billion in 2023. North America has also seen exponen-
tial growth, reaching €338.3 million in 2023. Other regions, such as Curacao and unspeci-
fied markets categorized as "Other," have shown varied contributions, with "Other" con-
tributing €75.5 million in 2023. Overall, total revenue increased significantly from €178
million in 2016 to nearly €1.8 billion in 2023, reflecting Evolution's rapid expansion and

increasing dominance in the live casino market.

= In terms of revenue origination, Evolution AB's revenues are primarily concentrated in
— I l I Europe and Asia, which together accounted for over 76% of total revenues in 2023. Eu-

| rope remains the largest contributor, growing from €258.5 million in 2019 to €709.9 mil-
2019 2020 2021 2022 2023
mEucpe mAsla mNorthAmerica mLstAm mOther lion in 2023, while Asia experienced strong growth over the same period, reaching

) . . €672.3 million in 2023 from €49.6 million in 2019. North America has shown significant
2: Geographic segmentation of Revenue

Origination (EUR, '000) expansion, increasing from €22.0 million in 2019 to €226.7 million in 2023, reflecting its
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Figure

rising importance. Latin America and "Other" regions contribute smaller shares, with
€127.8 million and €62.0 million in 2023, respectively, showcasing Evolution's well di-

versified global footprint.

Customer Dependency:
20%
10% I I I I I Evolution’s largest customers account for a significant portion of its revenue, with the top

w6 2017 2008 2009 2020 2021 2022 2023 1 D customers contributing 41% in 2023, up from 30% in 2022. The top single customer

ETop1-5 Top1

accounted for 13% of total revenue in 2023, slightly decreasing from 14% in 2022. While
3: Customer Depend % . . . .

Hstomer Dependenicy (%) this demonstrates reliance on a concentrated customer base, managing this dependency
and diversifying the customer portfolio remains critical for ensuring long term revenue

s« Stability.

= Employee Numbers:

N
50 0 I . Evolution AB's number of employees has grown steadily from 3,402 in 2016 to 19,221 in
i

o6 a0 ams ams amo a0 a0 as 2023, reflecting an overall compound annual growth rate (CAGR) of approximately 28%.

The most significant increases occurred in 2018, with a 46% rise, and in 2021, with a

Number of Employees A% —O—Full time positions A%

4: Headcount Growth 41% growth.
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The full time employee (FTE) count has also increased substantially, from 2,411 in 2016
to 14,850 in 2023, with a CAGR of about 30%. The FTE count experienced its largest
annual growth in 2018 (40%) and 2022 (35%), demonstrating the company’s focus on

40 , ,, building a strong and scalable workforce to support its operations and innovation strate-
- ) = gies.

N -

:: I I ! I i : Revenue per FTE has shown consistent growth, rising from €48,000 in 2016 to €121,000

s B = e in 2023, with a CAGR of around 14%. Significant jumps in productivity occurred in 2020

el [TE T Revenue e (25%) and 2021 (44%), likely driven by operational efficiencies, the ability to scale reve-

Figu)re 5: Revenue Per Full Time Employee (EUR, nues faster than workforce costs, and the impact of COVID-19.
'000

Market and Macroeconomic Analysis

Market Trends and Drivers:
The global casino market is segmented into three primary categories: land based casinos,

live casino offerings, and RNG (Random Number Generator) games.

The land based casino market remains the largest segment within the global casino indus-
try. As of 2023, it holds a substantial 78% share of the global casino market. However, this
segment has shown minimal growth in recent years, with a compound annual growth rate
(CAGR) of just 0.3% from 2019 to 2023 (Evolution AB, 2023). Despite its continued dom-

78% inance, the stagnation in growth highlights a significant shift in consumer behavior toward
u land-based = Live Casino  ® RNG Games dlgltﬂ' gambllng plathfmS.
Figure 6: Global Casino Market C ition (H2 . . . L . .
G'ag;tr,fing Caopi?al, f;{ﬂ"FebiL:ry 2%'22;) ston 2 The online casino market, which represents 22% of the overall casino industry in 2023, is

divided into two primary categories:

» RNG (Random Number Generator) Casinos: Holding a 17% share of the
global casino market.
» Live Casinos: Occupying a 5% share, this segment has shown the most signifi-

35 20% cant growth.
35%
30%

2% The market experienced robust annual growth of 20.8% between 2019 and 2023

20%

® I I I I i | I ! 1% (Evolution AB, 2023), driven by technological advancements and an increasing preference

10%

% for digital gambling experiences. This period of growth was also significantly influenced

0%
2017 2018 2019 2020 2021 2022 2023 2024 by the COVID-19 pandemic, which acted as a catalyst for the industry. With widespread
mmm Online Casino Market Size (€B) A%

i X : lockdowns and social distancing measures in place, consumers increasingly turned to
Figure 7: Online Casino Market Growth

(Statista.com: Online Casinos, 2024) online entertainment, including digital gambling platforms, as a substitute for traditional

casino experiences.
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The live casino sector has outperformed other segments, growing at an annual rate of 23.9%
over the same period (Evolution AB, 2023). This growth is attributed to the rising demand
for interactive and immersive gaming experiences, which were further amplified during the

pandemic as players sought engaging, real time alternatives to in person interactions.

Looking ahead, the online casino market is expected to sustain growth, though at a slower
pace. From 2024 to 2029, the sector is projected to have a CAGR of 5.39% (Statista.com:
Online Casinos, 2024), indicating a period of steady yet moderated expansion as market

conditions stabilizes post pandemic.

Macroeconomic Factors:

The data presented in this section was up to date as of November 2024, based on the latest
available reports from the IMF and other reputable sources. However, macroeconomic
conditions are dynamic, and recent developments may have led to changes in inflation
rates, GDP growth projections, and other key economic indicators. Readers are advised

to consult the most current data for an accurate understanding of prevailing trends.

Inflation rates, which spiked globally in 2022, are on a downward trajectory. In the Euro-
pean Union, inflation reached a peak of 9.33% in 2022 but is forecasted to decline steadily,
stabilizing at 1.98% by 2028. The Euro Area follows a similar trend, with inflation drop-
ping from 8.38% in 2022 to 1.88% by 2028 (IMF: Inflation Rate EU & Euro Area, 2024).
The United States is expected to achieve inflation stability around 2.00% from 2026 on-
ward (IMF: Inflation Rate US, 2024), and Canada's inflation rate, which spiked at 6.80%
in 2022, is anticipated to decrease gradually to 1.99% by 2028 (IMF: Inflation Rate Canada,
2024).

Real GDP growth rates present a mixed picture across regions. In the EMEA (Europe, the
Middle East, and Africa) region, economic expansion slows from a robust 6.00% in 2021
to a stable rate of 1.60% by 2028. Asia, as a key driver of global growth, shows strong
initial performance, with China’s GDP growth peaking at 8.40% in 2021 before tapering
off to a consistent 3.40% from 2028 onward. Other major Asian economies, such as South
Korea and Japan, display moderate and steady growth. In the Americas, the United States
sees a dip in GDP growth to 1.80% in 2023, but it stabilizes around 1.90% from 2027.
Canada experiences a sharp decline after 2021 but levels off at approximately 1.70% from
2027 onward. The overall global GDP growth rate is expected to remain steady at around
3.20%. (IMF: Real GDP Growth Rates, 2024)

Macroeconomic trends, including declining inflation rates and regional variations in GDP

growth, directly impact Evolution AB's revenue distribution across geographical regions.
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Europe and Asia, which collectively accounted for over 76% of total revenue in 2023
(€709.9 million and €672.3 million, respectively), benefit from stabilizing inflation and
consistent economic growth, particularly in China and other key Asian markets. Mean-
while, North America (€226.7 million) and Latin America (€127.8 million) exhibit steady
GDP performance, supporting demand in these regions. The global GDP growth rate of
approximately 3.20% aligns with Evolution's continued expansion, as the company's di-
versified geographical footprint helps mitigate macroeconomic fluctuations in specific

markets.

Financial Analysis

Historical Financials:

Evolution AB experienced remarkable revenue growth over the 2019 2023 period, increas-
ing from EUR 366 million in 2019 to EUR 1,799 million in 2023. This consistent upward
trend was driven by strategic investments in live casino offerings and the addition of RNG
based products, as well as geographical expansion and strategic acquisitions. A significant
acceleration in revenue occurred between 2020 and 2021, where revenue nearly doubled
from EUR 561 million to EUR 1,069 million, underscoring the company’s ability to cap-

ture market opportunities effectively and Covid-19 effects.

The table highlights Evolution AB's impressive growth in EBITDA margin, rising from
50% in 2019 to an outstanding 70% in 2023, reflecting exceptional efficiency and profita-
bility. Compared to Evolution, other companies show more modest or fluctuating margins,
with some struggling to maintain consistency or facing operational challenges. These
trends underscore Evolution's strong market position and superior operational strategy over

the years.

Evolution AB's profit margin performance stands out as consistently exceptional, grow-
ing from 41% in 2019 to an impressive 60% in 2023. This growth reflects Evolution's
ability to convert revenue into profit at an industry leading rate. Key drivers include its
high margin live casino products, operational scalability, and effective cost management.
In contrast, other companies in the table exhibit significantly lower or fluctuating profit
margins, with some struggling to maintain profitability. This disparity underscores Evolu-
tion's dominance in the iGaming sector, driven by its strategic focus on innovation, mar-

ket expansion, and operational efficiency.
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Cash Flows Analysis:

Over recent years, Evolution AB has demonstrated strong growth in its cash flow from
operations, indicative of its robust revenue generating capabilities. The company's operat-
ing cash flow has increased significantly, rising from approximately €175 million in 2019
to over €1.1 billion in 2023. This upward trend reflects the company’s ability to generate
cash from core business activities, supporting its investment and operational expansion.
The steady increase in operating cash flow suggests high demand for Evolution’s gaming

services and effective cash management practices.

Cash flow from investing activities, however, has shown more variability, with substantial
outflows primarily due to acquisitions of intangible assets, property, plant, and equipment,
as well as subsidiaries. For instance, in 2022, investing cash flow reached around €372
million, reflecting high investments in growth initiatives and expansion projects. These
substantial investments highlight Evolution AB's strategy to continually expand its capa-

bilities and market presence in the online gaming sector.

Free cash flow has been consistently positive and has grown significantly, indicating strong

A Cash FCF

2019 175786 |- 42524 | 120782 254044 156836 | cash generation even after accounting for essential capital expenditures. Free cash flow
2020 316 051 6821 12 890 335762 292 800

2021 598895 |- 154952 | 317072 761015 565 588
2022| 877465 |- 371596 | 422603 928 472 816 804
2023 1168447 |- 139358 | 551727 | 1580816 | 1126228

Figure 11: Summary Cash flow statement Evolution
2019-2023

grew from about €176 million in 2019 to over €1.1 billion in 2023. This sustained growth

in free cash flow demonstrates Evolution's capability to reinvest in the business, pay divi-
dends, or explore new growth opportunities without relying heavily on external financing,

further underscoring the company’s financial strength.

The company’s financing cash flow reflects a combination of debt repayments, dividend
payments, and share repurchases. In recent years, cash outflows in this category indicate
that Evolution AB has been using its strong operating cash flow to reduce debt and return
capital to shareholders. In 2023, financing activities led to a cash outflow of €574 million,

signaling a strong commitment to shareholder value through dividends and buybacks.

Finally, the net change in cash has fluctuated over the years, with notable increases in cash
reserves during periods of high operating cash flow and lower investment outflows. By the
end of 2023, Evolution AB’s cash balance had grown to approximately €986 million, en-
suring robust liquidity for future opportunities and providing the company with financial
resilience. This consistent cash flow performance highlights Evolution AB's strong cash
generating ability, significant reinvestment in growth, and shareholder oriented financial
management. The rising free cash flow, in particular, provides flexibility for both strategic
investments and shareholder returns, underpinning the company's solid financial health and

ability to adapt to new market opportunities.

PAGE 8/34



NOVA

BUSINESS & ECONOMICS MASTER IN FINANCE

Activity and Liquidity Ratios:

The analysis of Evolution AB’s cash flow management, as reflected in its activity and li-
quidity ratios from 2019 to 2023, provides a detailed view of the company’s operational
efficiency and financial stability over this period. These metrics offer valuable insights into
the company’s approach to managing receivables, payables, and liquidity, highlighting
both its efficiency in converting investments into cash and its ability to meet short term
obligations.

The activity ratios indicate how effectively Evolution AB has managed its working capital
over time. The Days Payable Outstanding (DPO), which measures the average number of
days the company takes to pay its suppliers, began at 11 days in 2019 and experienced
some fluctuations, reaching a peak of 24 days in 2020 before declining to around 9 days by
2023. This reduction in DPO suggests that the company has been paying its suppliers more
quickly in recent years. A shorter DPO can be a strategic choice, potentially aimed at
strengthening supplier relationships or benefiting from early payment discounts, although
it may reduce cash flow flexibility.

Similarly, the Average Collection Period, which measures the average time it takes for
Evolution AB to collect payments from its customers, has shown some variability, ranging
from 64 to 83 days, with a value of 76 days in 2023. The collection period’s stability sug-
gests that the company has maintained relatively consistent credit policies and a steady
capacity to collect receivables. However, the relatively long collection period may indicate
an opportunity to optimize collection processes or adjust credit terms to shorten this

timeframe, thus improving cash flow.

The Cash Conversion Cycle (CCC) combines the DPO and Average Collection Period to
measure the time it takes to convert investments in inventory and other resources into cash.

Over the years, the CCC has remained stable, fluctuating between 52 and 69 days, with a
Cash Conversion Cycle 2019 2020 2021 2022 2023

Days Payable Outstanding 11 24 9 8 9 glight increase to 67 days in 2023. This stability in the cash conversion cycle reflects effec-
Average Collection Period 73 84 73 75 76

Cash Conversion Cycle 63 60 64 66

&7 tive working capital management, as the company has consistently been able to convert its
Figure 12: Cash Conversion Cycle 2019-2023

operations into cash within a predictable period. This steady cycle supports Evolution AB’s
overall cash flow stability, indicating an efficient process for managing the timing of cash
inflows and outflows.

Evolution AB 2019 2020 2021 2022 2023
Current Ratio 2,39 136 2,19 2,60 3,07

Quick Ratio 239 136 219 260 307 the steady improvement of its liquidity ratios. From 2019 to 2023, its current and quick
Cash Ratio 1,33 0,60 1,14 1,25 1,76

Figure 13: Liquidity Ratios Evolution 2019-2023  ratios grew from 2.39 to 3.07, showing the company’s increasing ability to meet short term

Evolution AB has consistently strengthened its financial position over the years, as seen in

obligations without relying on inventory. This reflects Evolution’s efficient management

of its assets and strong revenue growth. Similarly, its cash ratio has improved significantly,
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rising from 1.33 in 2019 to 1.76 in 2023, highlighting its ability to cover liabilities almost
entirely with cash. These improvements showcase Evolution’s disciplined approach to fi-

nancial management and its ability to generate substantial cash from operations.

Compared to its peers, Evolution’s liquidity is clearly ahead. While other companies in the

Liquidity Ratio 2023 Current Ratio Quick Ratio Cash Ratio

Evolution AB 3,07 3,07 1,76 gaming industry maintain sufficient liquidity, with ratios typically closer to 1.5, Evolu-
Playtech PLC 1,47 1,37 0,74 . . . . . .

Flutter Enertinment 150 143 og tion’s significantly higher numbers set it apart. Its stronger cash position not only ensures
Evoke PLC 1,71 1,64 0,86

Light & Wonder INC 1,43 1,36 0,57

it can comfortably handle short term liabilities but also gives it more flexibility to invest in

GAN Limited 1,45 1,36 0,91

gégzgre 14: Liquidity Ratios Evolution and Peers  fytyre growth. This financial strength, coupled with its operational success, underscores
Evolution’s status as a leader in its sector, demonstrating a level of resilience and efficiency

that its competitors struggle to match.

Finally, the increase in Net Working Capital from €191 million in 2019 to €1,161 million
in 2023 reinforces the company’s robust liquidity position. Net working capital, calculated

as the difference between current assets and current liabilities, represents the company’s

Net Working Capital 2019 2020 2021 2022 2023 ay- - - - - -
rpv— 5o 100 800 1100 172, apility to finance its day to day operations and short term needs without external funding.
Nt rorking Canital e > The consistent rise in net working capital indicates that Evolution AB has been able to
(-) Ain NWC 86 -60 308 244 477 . . . . . . . .

: ) ) ) build up a substantial buffer of liquid resources over time, likely due to growing operational

Figure 15: Net Working Capital Evolution 2019-

2023 cash flows. This growing working capital base provides greater flexibility for reinvestment
in the business, expansion efforts, or covering unexpected expenses, further strengthening
the company’s financial stability.

Capital Structure Ratios/Efficiency Ratios:

The Asset Turnover Ratio measures the efficiency with which Evolution AB uses its assets

to generate revenue. Over the period, this ratio shows a clear declining trend, moving from

46% in 2019 to 27% by 2023, with particularly low values of 15% and 21% in 2020 and
Revenue 36 s 1o 14 19 2021, respectively. This downward trend suggests that the company's total asset base has
Total Assets 434 3169 3903 4369 4973

Figure 16: Asset Turnover Evolution 2019-2023  grown faster than its revenue, which could reflect significant capital investments aimed at
supporting long term growth. Such investments may include expansions in physical or
technological infrastructure that are yet to fully contribute to revenue generation. While a
declining asset turnover ratio can imply reduced efficiency in asset utilization, it may also
be interpreted as a strategic accumulation of assets to drive future growth. For a high
growth company like Evolution AB, this ratio may reflect a temporary imbalance as in-
vestments mature and eventually contribute to revenue streams, though it signals an area
for potential improvement in asset optimization.

The Solvency Ratio, calculated as the proportion of equity to total liabilities, reveals the

Equity 281 2726 3191 3460 4006
Total Liabilities S %7 company’s capacity to meet its long term obligations. Evolution AB’s solvency ratio has
Figure 17: Solvency Ratio 2019-2023 i . i . .

shown a strong upward trajectory, starting at 183% in 2019 and peaking at 615% in 2020,
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before settling at approximately 400% in 2022 and 2023. A solvency ratio above 100%
indicates that the company’s equity base significantly exceeds its total liabilities, suggest-
ing a low risk of financial distress and an ability to weather economic fluctuations. The
exceptionally high solvency ratios in recent years highlight the company’s emphasis on
equity financing over debt, signalling a conservative financial approach aimed at reducing
reliance on external financing. This substantial equity base enhances the company’s resili-
ence and flexibility, positioning it favourably to fund future growth without incurring sig-
nificant debt. The solvency trend suggests a deliberate strategy of capital strengthening,
likely aimed at sustaining financial independence and mitigating potential risks associated

with high leverage.

The Financial Autonomy Ratio compares equity to total assets, providing insight into the
extent to which Evolution AB is self financed. This ratio has increased steadily from 65%

in 2019 to 81% in 2023, indicating a growing reliance on equity over debt to finance assets.

The upward trend reflects Evolution AB’s conservative capital structure, where an increas-
Equity 281 2726 3191 3460 4006 . . . . . . . .
Total Assets a0 3 33 43 493 ING proportion of its assets is funded through retained earnings and equity contributions

Figure 18: Financial Autonomy Evolution 2019- . . . L

2023 rather than debt. A high financial autonomy ratio signifies reduced dependency on external
financing, allowing the company to retain greater control over its operations and make
strategic decisions without the constraints associated with high debt obligations. The con-
sistent growth in this ratio underscores a prudent financial management approach, enhanc-
ing Evolution AB’s financial independence and minimizing the risks associated with debt

servicing, particularly during periods of economic uncertainty or market volatility.

Return Ratios:

Evolution AB’s profitability and efficiency ratios, specifically Return on Equity (ROE) and
ROE 2019 2020 2021 202

Evolution AB s3% 10% 19% 2a% 27% Return on Assets (ROA), provide key insights into the company’s ability to generate re-
Playtech PLC 23% 9% 10% 12% 14% . . . . .

fluter Enterain 7% 6% 10% 18% 429 LUrns from its resources as it has grown and scaled its operations. These ratios reflect not
Evoke PLC B% 7% al% 76% -10% gnly Evolution's capacity to deliver strong shareholder value but also its efficiency in uti-
Light & Wonder 5% -26% 5% 318% 24%

GAN Limited 13% -13% -14% -938% -680% |jzing its asset base to sustain profitability over time.

Figure 19: Return on Equity Evolution and Peers

2019-2023

The ROE for Evolution AB highlights its outstanding ability to generate returns relative to
shareholder equity. Starting at a robust 53% in 2019. However, as the company expanded
its equity base, ROE moderated to 26% in 2023. This decline, while notable, aligns with
the company’s growth trajectory, as expanding businesses often experience an increase in
equity from reinvested earnings or capital inflows, which can dilute the ratio. Despite this
normalization, Evolution’s consistently high ROE underscores its strong profitability and
effective capital deployment compared to peers, many of whom struggle to achieve double
digit ROE in the same period. Evolution’s ability to maintain superior ROE even as it scales

positions it as a leader in creating value for shareholders.
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Similarly, Evolution AB’s ROA illustrates its efficiency in converting assets into profits.

ROA e ——————— Starting at 34% in 2019 and stabilized at 22% by 2023, indicating improved asset utiliza-

Evolution AB  34% 9% 16% 19% 22% tjon a5 new investments began to yield returns. While this gradual decline in ROA reflects
Playtech PLC 8% 3% 3% 5% 6%

Flutter Entertain -~ 3% 1% 2% 4% -7% the challenges of scaling an asset intensive business, Evolution’s figures remain signifi-
Evoke PLC 10% 2% 13% -4% 2%

Light & Wonder  -1% -7% 5% 62% 3% cantly higher than most peers in the gaming industry, many of whom face challenges in
GAN Limited 8% -12% -12% -191% -39%
Figure 20: Return on Assets Evolution and Peers
2019-2023

maintaining asset efficiency at comparable levels.

In comparison, Evolution’s peers have generally reported much lower ROE and ROA fig-
ures, reflecting the challenges of profitability and efficiency in the broader industry. Many
competitors struggle to achieve high returns due to operational inefficiencies, higher costs,
or lower margins, making Evolution’s consistent outperformance particularly notable. Evo-
lution’s ability to generate superior returns on both equity and assets, even amidst expan-
sion, underscores its operational efficiency, strategic investments, and dominant position
in the live gaming market. These metrics solidify Evolution’s reputation as a leader in its

sector, capable of delivering sustainable profitability and long term value.

The Core/Operating Return on Invested Capital (ROIC), which measures the company’s
ability to generate returns on the capital it has invested in its core operations, highlights
Evolution AB’s operational efficiency. The ROIC decreased from 101% in 2019 to 6% in

2020, mainly due to Covid-19 shock. However, the ratio has been steadily increased to

Evolution AB PRl Bl PP IPE] 23% in 2023, in line with the company’s growing invested capital base as it expanded its
ROIC 101% 6% 14% 21% 23%

RONIC 378% 70% 10% 81% 39% operations. High ROIC values indicate efficient capital allocation and strong profitability,
Figure 21: Return on Invested Capital and Return s . .
ongNew Invested Capital Evolutior? 2019-2023 as the company’s operating profits were sufficient to generate returns well above the cost

of capital. The decline in recent years reflects a natural adjustment as the company’s capital
requirements grew to support expanded operations, but even the lower ROIC levels in the
latter years indicate that Evolution AB continues to create significant value from its in-

vested capital, a positive indicator for sustained long term growth.

The Core/Operating Return on Newly Invested Capital (RONIC) ratio offers insight into
the profitability of incremental investments made each year. This metric shows considera-
ble variability, with extremely high values in certain years, such as 378% in 2019. The
exceptionally high RONIC in certain years indicates that specific capital investments were
highly profitable, reflecting strategic capital allocation decisions that yielded substantial
returns. However, the fluctuation in RONIC values suggests that while certain investments
were highly successful, returns on newly invested capital were not consistently strong
across all years. The RONIC level of 39.1% in 2023, while lower than peak years, still
represents a positive return on new investments, indicating that recent capital deployments

continue to contribute meaningfully to the company’s profitability. This metric highlights
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the variability in returns that often accompanies rapid expansion and the selective nature

of high return opportunities within a company’s growth strategy.

Forecast

Revenue growth

Evolution AB’s growth outlook reflects its strong positioning and ability to outperform the
broader online casino market. From 2023 to 2034, the company is expected to grow at rates
exceeding the market average, driven by its focus on both the Live Casino and RNG seg-
ments. The global online casino market is projected to grow at a compound annual growth
rate (CAGR) of 4.93%, but Evolution is forecasted to surpass this due to its innovative

offerings, operational efficiency, and leadership in the Live Casino segment.

The Live Casino segment, which accounted for 21% of the total market in 2023, is expected
to grow at a robust CAGR of 9.01%. Evolution’s stronghold in this high growth segment
is evidenced by its market share, which remains at 64% through 2028, before gradually
declining to 59% by 2034 due to intensifying competition. Despite this decline, Evolution’s
revenue in the Live segment will continue to grow, driven by market expansion and sus-

tained demand for interactive, immersive gaming experiences.

The RNG segment, representing 79% of the market in 2023, is expected to grow at a more
modest CAGR of 3.52%. Evolution’s market share in RNG is projected to stabilize at
8.15% throughout the forecast period, reflecting consistent performance in this mature and
highly competitive segment. While RNG growth is slower than Live Casino growth, it pro-

vides a stable and reliable revenue stream for the company.

A key assumption underlying Evolution’s projection is that the company will continue to
grow faster than the overall online casino market until reaching a steady state. This as-
sumption is supported by Evolution’s innovative approach, strong brand equity, and ability
to capture additional market share, particularly in the Live Casino segment. Evolution is
poised to capitalize on the global market’s expansion, outperforming the broader market

through superior execution and strategic focus.

While exact provider commission rates are not publicly disclosed, we have assumed a com-
mission structure of 40% for the Live Casino segment, reflecting its higher operational
complexity and value added services, and 15% for the RNG segment, which is more stand-
ardized. These assumptions provide a reasonable basis for estimating Evolution’s revenue

potential across its key business areas (Genome.eu, 2024).

Evolution AB’s strategic positioning and ability to adapt to changing market dynamics un-

derscore its leadership in the global online casino industry. The company’s sustained
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Figure 22: Forecasted Core EBIT Margin (%)
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growth in the Live Casino segment and stable performance in RNG highlight its balanced
approach to capitalizing on high growth opportunities while ensuring steady revenue
streams. As the market matures, Evolution is expected to maintain its leadership position,
outperforming the overall market until steady state conditions are reached. This growth
trajectory reflects Evolution’s competitive advantages, innovative offerings, and resilience

in a rapidly evolving industry.

Cost Structure

Personal expenses, the largest component of Evolution's cost structure, accounted for
46.09% of revenue in 2016 and have gradually decreased to 19.7% in 2023. This decline
indicates improved efficiency in managing workforce costs despite the company's rapid
expansion. By 2034, personal expenses are projected to stabilize at around 19% of revenue,

reflecting effective cost control and automation within its operations.

Depreciation, amortization, and impairment costs, as a percentage of intangible and tangi-
ble assets, highlight Evolution AB's efficiency in managing its asset base. In 2016, these
costs were 25.16%, reflecting the higher asset utilization typical of a growing business. By
2023, this percentage had decreased significantly to 3.85%, showcasing improved effi-
ciency as the company scaled its operations. Looking ahead, these costs are expected to
stabilize at approximately 4.00% from 2024 onwards, indicating Evolution’s ability to
maintain its asset base while benefiting from economies of scale and effective asset man-

agement practices.

Other operating expenses have followed a similar pattern, dropping from 15.26% of reve-
nue in 2016 to 9.78% in 2023. They are projected to stabilize at approximately 8.0% by
2034, reflecting economies of scale and the company’s ability to manage general and ad-

ministrative costs effectively as it grows.

The total core costs as a percentage of revenue have improved significantly, decreasing
from 69.8% in 2016 to 36.4% in 2023, and are forecasted to stabilize around 33.0% by
2034. This reduction underscores Evolution's ability to scale its business while maintaining
a lean cost structure, contributing to its impressive EBIT margin, which rose from 30.2%
in 2016 to 66.3% in 2023 and is projected to exceed 67% by 2034.

Tax related assumptions are based on a statutory tax rate of approximately 28%, with ad-
justments for non-deductible expenses. These adjustments will affect net income calcula-
tions. Tax adjustments also include considerations for income not subject to tax, which is
expected to constitute around 1 2% of revenues, as well as other deductible or non-deduct-

ible items that align with the company’s tax framework.

For the non-core business and financial results, revenues and expenses from non-opera-

tional activities are assumed to grow at a conservative pace, contributing minimally to
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overall growth. Financial income and expenses are projected to remain relatively stable,
with slight fluctuations potentially influenced by changes in interest rates or Evolution’s

financing activities.

Forecasted Balance Sheet

In forecasting the balance sheet, several assumptions and established methods were applied
to estimate future values of key line items, aligning with both historical trends and industry
norms. For operating cash, a consistent approach was taken by assuming that this balance
will amount to 2% of the company’s projected annual revenues. This percentage reflects
anticipated liquidity requirements and maintains proportional growth in line with revenue,

ensuring stability across the forecast period.

Receivables were estimated by closely linking expected revenue to the average collection
period, which measures the time required to collect customer payments. The receivables
forecast thus reflects projected revenues while assuming the company’s collection practices

remain steady, accurately addressing working capital needs based on historical consistency.

For current tax receivables, the forecast is based on projected tax liabilities, assuming that
tax receivables will maintain a stable relationship with taxes payable. Historical tax liability
ratios were applied to provide a realistic projection, with the assumption of consistent tax

regulations and strategies over time.

Prepaid expenses and accrued income were forecasted using a growth rate that parallels the
company’s revenue and operating expense trends. Since these items typically increase in
proportion to operational growth, this approach aligns their projected balances with the
company’s anticipated expansion. The growth rate applied here corresponds with historical

increases in these accounts, reflecting a reliable upward trend.

Accounts payable is estimated using the Days Payable Outstanding (DPO) metric, which
measures the average number of days the company takes to pay its suppliers. This approach
provides a realistic forecast of accounts payable by linking it to the company's operating
cycle and cash flow management practices. By using a stable DPO assumption, the forecast
aligns accounts payable with operating expenses, reflecting the company’s cash outflow

obligations to suppliers. Depreciation is excluded from DPO due to it not being a cash cost.

Current lease liabilities (the portion due within the next year) will represent a stable per-
centage of the company's total lease liabilities. This percentage is derived from historical
data on the proportion of lease payments due within one year, typically found in the com-
pany's annual report. The assumption is that the company will continue to structure its lease
payments similarly, with a predictable portion of the total lease obligation becoming due

annually.
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Current tax liabilities are derived using a formula that includes the previous year’s current
tax liabilities, statutory taxes, tax adjustments, and estimated tax payments. This approach
captures the cumulative effect of statutory tax obligations, adjustments, and the proportion
of taxes paid relative to operating profit. By including these elements, the forecast for tax
liabilities accounts for both the company’s tax strategy and its operational profitability,

offering a comprehensive view of future tax obligations.

Net working capital represents the difference between current assets and current liabilities.
This line item is forecasted by considering changes in receivables, inventory, prepaid ex-
penses, payables, and other short term liabilities. Net working capital is crucial for as-
sessing the company’s ability to meet short term obligations and support day to day oper-

ations. The forecast for NWC is a sum of all the parts above

In developing the forecasted balance sheet, the approach to forecasting intangible and tan-
gible assets leverages percentage of revenue assumptions for several key line items. This
method is grounded in financial theory, which often assumes that certain asset and liability
balances grow in proportion to revenue in the absence of significant changes in operating
strategy, capital structure, or external economic factors. This section explains the theoreti-

cal underpinnings of this method and the specific reasoning for applying it to each item.

Goodwill: Goodwill, a non-depreciable intangible asset, typically represents the premium
paid in acquisitions for intangible benefits such as brand recognition, customer relation-
ships, and synergies. In this forecast, goodwill is assumed to remain constant over the pro-
jection period. This assumption aligns with the expectation that no additional acquisitions
will occur, meaning there will be no new goodwill generated. By holding goodwill steady,
the forecast reflects a stable acquisition strategy, which simplifies the model and avoids

speculative adjustments based on unpredictable future acquisition activities.

Intangible assets, excluding goodwill, include items such as patents, trademarks, proprie-
tary software, and other intellectual properties that support the company's long term oper-

ations and competitive advantage.

The rationale for using a percentage of revenue assumption is that, as the company grows
and generates higher revenues, the need for investment in intangible assets (such as R&D,
brand development, and technology enhancements) will likely increase proportionally.
This aligns with the theoretical perspective that companies in growth phases or innovation
driven sectors allocate consistent portions of revenue to intangible asset development to
sustain competitive positioning. Thus, forecasting these assets as a fixed percentage of rev-
enue captures their expected proportional growth without requiring granular projections of

individual asset categories.
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PP&E represents the company's physical infrastructure—factories, machinery, office
buildings, and other equipment—necessary for production and service delivery. Forecast-
ing PP&E as a percentage of revenue is based on the assumption that, as the company
scales, it will require proportional investments in physical assets to support increased pro-

duction and operational capacity.

The theory behind using revenue based forecasting for PP&E is rooted in the concept of
operational leverage. In stable industries, where operational efficiency and capacity utili-
zation remain consistent, companies often need to expand their asset base at a rate that
mirrors revenue growth to avoid bottlenecks and maintain service standards. This assump-
tion presumes a steady state of operations without significant changes in capital intensity
or technology that would otherwise alter the company’s asset needs. By tying PP&E to
revenue, the forecast captures the proportional growth in infrastructure required to support

revenue expansion.

Right of use assets, representing leased assets such as office space, equipment, or vehicles,
are forecasted similarly to PP&E. Under leasing standards like IFRS 16 and ASC 842,
companies recognize these leased assets on the balance sheet, which makes forecasting

their value critical to understanding the company’s financial commitments.

Using a revenue based percentage for right of use assets assumes that the company’s leas-
ing activity will scale with its operational footprint. As revenue grows, so too will the de-
mand for leased resources to support that growth. This assumption reflects a stable leasing
strategy and a proportional expansion in leased assets in line with the business’s needs. In
other words, right of use assets grow with revenue because an increase in operational scope
and sales would logically lead to greater leasing needs, whether for additional office space,

equipment, or distribution facilities.

The net operating leases (the portion beyond the current year) are projected as a percentage
of revenue to capture the long term leasing commitments that support the company’s op-
erational infrastructure. Forecasting this item in proportion to revenue is based on the as-
sumption that the company’s long term leasing requirements will grow in tandem with
business expansion, reflecting stable leasing agreements and a consistent approach to fi-

nancing long term operational assets.

From a theoretical perspective, this approach aligns with the concept of "matching princi-
ple" in accounting, where costs associated with revenue generation (in this case, long term
leases for operational facilities or equipment) grow proportionally as the company expands.
In practical terms, this assumption reflects that, as revenue grows, the company will need

to lease more resources to meet increased production and operational demands. By

PAGE 17/34



NOVA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

MASTER IN FINANCE

maintaining this proportional relationship, the forecast for net operating leases remains

consistent with expected growth in operational scale.

Other long term assets, which may include deferred tax assets or strategic investments, are
also forecasted as a percentage of revenue. This approach assumes that these assets, though
not directly tied to revenue, grow as the company expands. The theoretical basis here is
that, in a growing company, these types of assets typically increase as a byproduct of ex-
pansion and the company’s broader operational footprint. For instance, deferred tax assets
may grow in line with operational scale due to the accumulation of tax benefits tied to

revenue generating activities.

Other long term liabilities, such as pension obligations or deferred tax liabilities, are also
projected in proportion to revenue. The reasoning is that, as the company grows, these
obligations will also likely increase due to higher employee counts, expanded benefit com-
mitments, or deferred tax effects resulting from increased profits. This assumption reflects
the theory that long term liabilities often correlate with the company’s size and scale, and
by linking them to revenue, the forecast captures the expected proportional growth in these

obligations.

Net core non-current assets represent the total of long term assets required to support the
company’s ongoing operations, minus any related liabilities. Forecasting this item captures
the company’s long term capital commitment to its core business. Theoretical assumptions
here rest on the premise that a growing company maintains a proportional asset base to
support its revenue generating capabilities, ensuring that infrastructure investments and

intangible resources align with operational needs.

Invested Capital Core Business: Invested capital for the core business includes both net
working capital and net core non-current assets, representing the total capital investment
required to operate and grow the company. Forecasting invested capital based on revenue
growth assumes that the company’s capital needs will expand proportionally with revenue,
supporting operations, asset acquisition, and growth initiatives in line with business expan-
sion. This approach reflects the principle of "capital proportionality,” where companies in
growth phases continuously reinvest in core assets and working capital to sustain and scale

operations

Share Count

In our valuation of Evolution, we adopt a detailed and forward looking approach to ensure
accurate projections. Our Discounted Cash Flow (DCF) analysis begins in 2025, aligning
with Evolution’s capital allocation strategy and historical financial trends. To estimate the
share count for 2025, we take the projected 2024 share count and adjust for expected share

buybacks. These buybacks are calculated based on the company’s stated policy to distribute
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100% of excess cash (after accounting for operational, investment, and M&A obligations)
Primarily through share repurchases ) (Evolution AB Press Release, 2024). Specifically,
with a forecasted transaction with shareholders of €966,787,000 and a payout ratio of 50%
(assuming no M&A activity), 50% of the excess cash is allocated for buybacks. Using an
average share price of €81.07, the final share count is calculated to be 203 883 031, provid-

ing a robust foundation for our valuation.

Valuation Methodologies

Weighted Average Cost of Capital

The calculated Weighted Average Cost of Capital (WACC) for Evolution AB is 7.75%,
effectively equal to the cost of equity due to the company's net cash position, resulting in a
debt weight of 0%. To determine the cost of capital, we applied the Capital Asset Pricing
Model (CAPM) with a beta of 0.94 based on a bottom up beta. The bottom up beta method
is applied to estimate the company's systematic risk relative to the broader market. Bottom
up beta is derived by calculating the average unlevered betas of comparable firms within
the same industry, rather than relying solely on the historical regression beta of the target
company. This approach provides a more stable estimate of business risk, as it mitigates

firm specific anomalies that may distort individual historical beta estimates.

Figure 23 illustrates the unlevered beta calculations for a group of comparable companies

e (N the online gaming and betting sector, including firms such as Playtech, Flutter Entertain-

11,60
1787912 182 096 5% 12% 038

imows o om Tk wx o= ment, and Light & Wonder. For each company, the equity beta (sourced from Yahoo Fi-

teverese + Nance) is adjusted to remove the impact of financial leverage, using each company’s debt
Figure 23: Bottom up Beta Evolution and Peers

to equity ratio and applicable tax rate. This unlevering process yields a more accurate meas-

ure of pure business risk, independent of capital structure.

The resulting industry average unlevered beta is calculated at 0.94, which represents the

typical business risk within the sector. This average can then be re levered to reflect Evo-

m lution AB’s specific capital structure, producing a levered beta tailored to the company. By

Bottom CAPM 0,94 - . .
i up ( ) 775 % utilizing an industry average unlevered beta, this method enhances the accuracy of the cost
e ’ °
Risk Free Rate - USD 2,40 %| of equity estimation for Evolution AB, as it incorporates the broader risk dynamics of the
Market Risk Premium >70 %\ sector while avoiding distortions from company specific historical volatility. Since the
Market Return 8,10 %
Net Debt / Equity 0,0%| company has 0% net debt, the average unlevered industry beta becomes the company’s
Net Debt / (Net Debt + Equif 0,0%| heta. The Weighted Average Cost of Capital (WACC) was calculated as a formal step to
Equity / (Net Debt + Equity) 100,0%
WACC 7,75 %| confirm that it aligns with the cost of equity, given the company’s 0% net debt position.
Figure 24: WACC Table Evolution This equivalence justifies using the cost of equity directly as the discount rate in subsequent

valuation models.
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The risk free rate of 2.40% was based on the 10 year European government bond, aligning
with the company's EUR reporting currency. The Market Risk Premium (MRP) is a crucial
component in estimating the expected return on equity for a company, reflecting the addi-
tional return that investors demand for taking on the risk of investing in the stock market
over arisk free asset. The MRP is typically based on historical data and future expectations
and is often sourced from financial literature, which includes academic studies, surveys,

and reports from established financial institutions.

In this analysis, the MRP is sourced from Statista, a recognized data provider that aggre-
gates and analyzes financial data across various markets. Statista’s MRP data for compa-
nies listed on the American stock exchange, such as EVVTY (the ADR for Evolution AB),
offers a benchmark grounded in historical returns and adjusted for forward looking market
conditions.

Terminal Growth Rate Analysis

The terminal growth rate (g) for Evolution AB is derived using the reinvestment rate (RR)
and return on new invested capital (RONIC), offering a theoretical basis for assessing the
company's long term growth potential. This approach ensures alignment with the compa-

ny's operational efficiency and reinvestment capacity.

The reinvestment rate (RR), representing the percentage of net operating profit after tax
(NOPLAT) reinvested into the business, fluctuates significantly in the short term, peaking
at 55.63% in 2024 before tapering to 5.73% by 2034.

Conversely, RONIC—measuring the returns on newly invested capital—remains robust,
peaking at 212.11% in 2024 and gradually normalizing to 67.73% by 2034. The high initial
RONIC reflects exceptional returns from strategic investments, while the declining trend

is consistent with diminishing opportunities as the company matures.

The theoretical terminal growth rate, calculated as g = RR x RONIC, begins at a high
118.00% in 2024, driven by elevated reinvestment and returns, before normalizing. By
2034, the growth rate stabilizes at 3.88%, aligning with sustainable long term economic
growth expectations. This rate reflects Evolution’s transition into a mature phase, balancing

reinvestment with stable returns.

After evaluating Evolution AB's terminal growth rate through macroeconomic data, market
trends, and theoretical calculations, the derived rate of 3.88% was considered overly opti-
mistic. Taking into account regional GDP growth rates, global economic trends, and indus-
try analysis, a more conservative 2.50% terminal growth rate was selected. This reflects a
balanced and sustainable approach aligned with long term macroeconomic and market

growth expectations.
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Discounted Cash Flow (DCF)

The Discounted Cash Flow (DCF) valuation estimates Evolution AB's intrinsic value by

Sum PV Core UFCF

PV Terminal Value Core UFCF

Non-core Items

Enterprise Value

(-) Net Debt

Equity Value

# shares outstanding (End 2025, thousand)
Per Share Value in Euros

e oeaforecasting unlevered free cash flows (UFCFs) and discounting them using a Weighted
(60 162)
2 :;gggAverage Cost of Capital (WACC) of 7.75% and a terminal growth rate of 2.5%. The anal-
25 873 380
204 329
127

ysis projects a sum of present values for the core UFCFs at €8.53 Billion and a terminal

Per Share Value in Dollar

17value of €16.41 Billion, totaling an enterprise value of €24.88 Billion after adjusting for -

Current price in Dollar
Difference (Estimated vs. Actual)

85
s1%€ 60 Million in non-core items.

Figure 25: DCF Table Results Evolution

Terminal Growth Rate
Initial Invested Capital
Non-core Items
Enterprise Value
Net Debt
Equity Value
# shares outstanding (End 2025, thousand)
Per Share Value in Euros
Per Share Value in Dollar

Adding excess cash of €999 Million results in an equity value of €25.87 Billion. With 204
328 779 shares outstanding at the end of 2025, this corresponds to a per share value of €127
in euros or $137 in dollars. This implies a 61% premium over the current trading price of

$85, suggesting a potential undervaluation in the market.

Economic Value Added (EVA)

The Economic Value Added (EVA) model assesses Evolution AB's ability to generate
value above its cost of capital, based on metrics such as NOPLAT (Net Operating Profit
Less Adjusted Taxes), invested capital, Return on Invested Capital (ROIC), and Weighted
Average Cost of Capital (WACC). The analysis spans from 2016 to 2034 and highlights

the company’s consistent value creation.

Evolution AB's NOPLAT has grown significantly over the years, rising from €21.26 mil-
Sum of Discounted Annual Economic Profit 7 441528
Terminal Value 14 508 538

pihes lion in 2016 to €725.68 million in 2023, with continued growth projected to reach €1.81

3760212
(60 162)
25 g;g ;i‘; robust revenue increases and efficient cost management. The consistent rise in NOPLAT
26 648 729
204 329
130

141

billion by 2034. This growth reflects the company’s ability to scale operations, driven by

showcases Evolution’s operational strength and profitability.

Current price in Dollar
Difference (Estimated vs. Actual)

35 | A key driver of EVA is the spread between ROIC and WACC. Evolution has consistently

Figure 26: EVA Valuation Components

%% achieved a ROIC far exceeding its WACC, with ROIC peaking at 154% in 2018 and sta-
bilizing at around 24-40% in the projection period (2023-2034), compared to a constant
WACC of 7.8%. This positive spread highlights the company’s strong capital efficiency
and its ability to generate returns well above the cost of capital, ensuring sustained eco-

nomic profit.

The EVA valuation includes the sum of discounted economic profits (€7.44 billion) and a
terminal value (€14.52 billion), calculated with a 2.50% terminal growth rate. Adjusting
for non-core items (-€60.16 million) and excess cash (€998.61 million), the total enterprise
value is estimated at €25.66 billion. With an equity value of €26.66 billion and 204 328
779 shares outstanding at the end of 2025, the per share value is calculated at €130 or $141
in USD.
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Dividend Discount Model

€300 1205 The Dividend Discount Model (DDM) applied to Evolution AB estimates the intrinsic
€2,50 100% value of the company based on projected dividend growth and historical performance. Us-
€2,00 80% . .. - -
c1e ‘ w05 NG acost of equity of 7.75% and a base dividend growth rate of 4.84%, the firm value is
€1,00 a0% calculated at $99.87 per share under the base case scenario. Historical dividend growth,
€050 “m B I % which increased from €0.18 per share in 2017 to €2.65 per share in 2023, supports this
€0,00 0%
«&&«&”@ @@v @v&y&y@{? < projection.
mmmm Dividend Growth %

Figure 27: DDM Dividend historic and forecast The sensitivity analysis provides a range of firm values based on varying growth rates. In

Evolution the downside case, with a lower growth rate of 2.84%, the firm value decreases to approx-

imately $58.09 per share, reflecting a more conservative outlook. Conversely, the upside
case assumes a growth rate of 6.84%, resulting in a firm value of $324.56 per share. This

creates an interval of values ranging from $58.09 to $324.56 depending on the scenario.

Dividend at T=1 2,778165 |The model accounts for a 46% discount, acknowledging that projected dividend growth
Dividend Growth Rate (g) 4,84 % |exceeding the discount rate could otherwise distort the results. This adjustment ensures a
Cost of Equity (1) 7.75% |realistic valuation outcome, even in optimistic scenarios.

Firm Value 95,27|BYy presenting a valuation range of $95.35 to $324.56 per share, the DDM provides a nu-
Firm Value USD 99,79|anced understanding of Evolution AB’s intrinsic value. The base case reflects the most
Figure 28: DDM Dividend historic and forecast . . s . . .
Evolution likely scenario, supported by the company's historical performance and current financial

position, while the downside and upside cases highlight the impact of variations in dividend

growth assumptions.

Relative Valuation

In order to determine Evolution AB's relative valuation using market standard parameters,
we evaluated the business against a peer group of industry comparables. Companies like
Playtech PLC, Flutter Entertainment PLC, Evoke PLC, Light & Wonder INC, and GAN

Limited are part of this peer group, which was chosen for its applicability to Evolution

Valuation

AB's market and operational characteristics. With an emphasis on Market Capitalization,
Company Ticker EV/Revenue EV/EBITDA P/E

s Net Debt, Revenue, EBITDA, and Net Income, key financial and market data were ac-

Evolution AB EWTY 11,6 16,5

Playtech PLC PTEC 14 60

FlutterEnterainment PLC  FLUT 47 52 (2?5)) quired. We used multiples such as EV/Revenue, EV/EBITDA, and P/E to capture different

Evoke PLC EVOK 11 7,5

ight & Wonder A ) 2 H 1 H ’

o e o 102 on  aspects of Evolution AB's valuation. EV/Revenue reflects the company’s revenue scale,
pany

L hot o +s |EVIEBITDA emphasizes operational profitability, and P/E links earnings to share price,

|Average 24 9,5 4,7

fEim o » 4 |capturing market sentiment on earnings potential.

Low 0,7 (10,2) (42,1)

Evolution AB Valuation EV/Revenue EV/EBITDA P/E . . s . . . .

Implied Enterprise Value a9 nen2i01 536475 The analysis shows that Evolution AB’s multiples are significantly above the industry me-

Net Debt 994 804 994 804 994 804

mplied Market Value . . .

hores Otstoning s e awse dian, with its EV/Revenue at 11.6, EV/EBITDA at 16.5, and P/E at 18.7. These values

Implied Value Per Share USD 16,89 USD 54,35 USD 20,24

Figure 29: Comparable Company Analysis (CCA) place Evolution AB higher than many of its peers, indicating a premium in market valua-

tion, possibly reflecting its strong earnings and market position. Through this relative
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approach, we derived an implied share price based on median peer multiples across
EV/Revenue, EV/EBITDA, and P/E. Calculating Evolution AB’s implied enterprise value,
subtracting net debt, and dividing by shares outstanding provided an implied per share val-
uation of USD 16.89, USD 54.35, and USD 20.24, respectively, across the different met-
rics. This range highlights Evolution AB’s relative positioning in the industry and suggests

that investors are placing a premium on its growth prospects and profitability.
Sensitivity Analysis

At the base case WACC of 7.8%, the share value is €126.68 in the DCF model and €130.48
in the EVA model. For the DCF model, at 6.8%, the share value increases to €156.24, while
at 8.8%, it decreases to €106.60. Moving further, at 5.8%, the share value reaches €204.04,
and at 9.8%, it drops to €92.08. Similarly, in the EVA model, the share value rises to
€160.89 at 6.8% and decreases to €109.82 at 8.8%. At the extremes, it increases to €210.05
at 5.8% and falls to €94.87 at 9.8%. These steps illustrate the steep effect of WACC ad-

justments on valuation.

With a base case terminal growth rate of 2.50%, the DCF model calculates a share value
0of €126.63, and the EVA model estimates €130.42. In the DCF model, at 2.25%, the share
value decreases to €122.79, while at 2.75%, it increases to €130.85. Extending further, at
2.00%, the value is €119.29, and at 3.00%, it reaches €135.51. In the EVA model, at 2.25%,
the share value is €127.03, while at 2.75%, it rises to €134.15. Further adjustments result
in €123.93 at 2.00% and €138.27 at 3.00%, showing a steady increase in valuation with
higher growth rates.

For Live Casino commissions, the DCF model estimates the base case share value at
€126.63 with a 40% commission rate. At 38.5%, the value decreases to €122.25, and at
41.5%, it increases to €130.99. Further, at 37%, the share value is €117.87, while at 43%,
it rises to €135.35. In the EVA model, the share value is €130.42 at 40%, declining to
€125.84 at 38.5% and increasing to €134.99 at 41.5%. Extending further, it reaches €121.26
at 37% and €139.55 at 43%.

For RNG commissions, the DCF model shows the base case value at €126.63 with a 15%
commission rate. At 14%, the value decreases to €125.75, and at 16%, it increases to
€127.50. At 13%, the share value is €124.88, while at 17%, it rises to €128.87. Similarly,
the EVA model shows a share value of €130.42 at 15%, with values of €129.49 at 14%,
€131,35 at 16%, €128,57 at 13%, and €132,27 at 17%.
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Equity Value per Share - Football Field

Comps - P/E NI 268,89
Comps - EV/EBITDA NN 201,70

Comps - EV/Sales Il 37,04

DDM - 7.75% Cost of Equity I 247,27
EVA [ | 257,19
DCF - 7.75% WACC / 2,5% Terminal Growth | ] 252,01
52 week trading high/low 13471
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Figure 30: Football Field
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Scenario Analysis

The scenario analysis evaluates Evolution AB’s valuation under three distinct cases: worst
case, base case, and best case. Each scenario is defined by variations in Live Casino and
RNG commission rates, WACC, and terminal growth rate, highlighting the range of possi-

ble outcomes based on different assumptions.

In the worst case, Live Casino commissions are set at 37%, RNG commissions at 13%, the
WACC at 9.75%, and the terminal growth rate at 2.00%. These conservative assumptions
result in a significantly lower valuation, with a DCF share value of €81.29 and an EVA
share value of €84.30. The estimated economic profit is 28.43%, reflecting a lower level
of efficiency and profitability under these conditions. This scenario demonstrates the po-

tential downside risk if the company's cost of capital rises and revenue growth slows.

The base case assumes Live Casino commissions at 40%, RNG commissions at 15%, the
WACC at 7.75%, and a terminal growth rate of 2.50%. These assumptions yield a DCF
share value 0f €126.63 and an EVA share value of €130.42. The estimated economic profit
stands at 32.22%, representing a balanced outlook based on realistic growth and cost ex-
pectations. This scenario serves as the most probable valuation, aligning with the compa-

ny's current operational performance.

In the best case, Live Casino commissions increase to 43%, RNG commissions to 17%, the
WACC decreases to 5.75%, and the terminal growth rate rises to 3.00%. These optimistic
assumptions lead to a significantly higher valuation, with a DCF share value of €252.01
and an EVA share value of €257.19. The estimated economic profit improves to 35.88%,
reflecting enhanced profitability and growth potential. This scenario highlights the upside
opportunity if Evolution AB continues to expand its revenue streams and lowers its cost of

capital.

Investment Thesis and Recommendation

Summary of Valuation Findings:

Football Field

The valuation methods include both intrinsic and relative approaches, capturing the breadth
of analysis. The Discounted Cash Flow (DCF) model, assuming a 7.75% Weighted Aver-
age Cost of Capital (WACC) and 2% terminal growth rate, provides a base value estimate
of 126.68, representing the company’s intrinsic value based on projected future cash flows.
The Dividend Discount Model (DDM), using a 7.75% cost of equity, results in a base value
of 99.87, reflecting the value from a shareholder return perspective.
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Relative valuation approaches, including Comparable Company Analysis (Comps) based
on Price to Earnings (P/E), Enterprise Value to EBITDA (EV/EBITDA), and Enterprise
Value to Sales (EV/Sales) multiples, offer market derived insights. The range is particu-
larly wide for the P/E based valuation, extending from a low of 225.58 to a high of 268.89,
reflecting volatility in peer valuations and sensitivity to earnings assumptions. The
EV/EBITDA and EV/Sales metrics provide high values of 201.70 and 37.04, respectively,

illustrating the potential market based valuation.

The 52 week trading high/low adds a market driven benchmark, with a range from 84.63
to 134.71, reflecting the stock’s recent performance and market sentiment. This market
based range captures investor expectations and perceived risks, contrasting with theoretical

values from financial models.

The average values for each range (Low, High, and Base) offer a consolidated view of the
company’s valuation. The average low estimate of 2.40 suggests potential undervaluation
in conservative scenarios, particularly within relative valuations. The high estimate of
199.83 represents significant upside potential, while the base case average of 79.74 pro-

vides a balanced midpoint that integrates diverse valuation perspectives.

Overall, the football field chart’s holistic approach delivers a structured framework for as-
sessing the company’s value across multiple valuation scenarios, balancing both conserva-
tive and optimistic views. This visual summary serves as an essential tool for stakeholders,
providing a nuanced perspective on the company’s equity value and supporting informed

investment decisions.

Investment Thesis:

The valuation of Evolution AB employs a comprehensive weighted approach that inte-
grates several methodologies to derive an accurate and balanced target price. The Dis-
counted Cash Flow (DCF) model, which accounts for 50% of the weight, serves as the
cornerstone of the analysis, emphasizing the intrinsic value of the company through the
projection of long term cash flow generation. This method captures Evolution's ability to

sustain growth and profitability over time.

The Economic Value Added (EVA) approach is assigned a 25% weight, reflecting its im-
portance in assessing the company's ability to create value by generating returns well above
its cost of capital. EVA highlights Evolution’s operational efficiency and superior capital

allocation, both of which have been key drivers of its robust performance.

Additionally, the Dividend Discount Model (DDM) contributes 10% to the valuation, em-
phasizing the company's shareholder oriented strategy. By focusing on consistent dividend
growth, this methodology underlines Evolution's capacity to generate substantial returns

for its investors while maintaining financial stability.
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Relative valuation metrics account for the remaining 15% of the weight. This approach
benchmarks Evolution’s market position and valuation against its industry peers, providing
a market driven perspective that complements the intrinsic valuation methods. By incorpo-
rating these metrics, the analysis ensures that Evolution’s valuation is grounded in both

market realities and internal performance.

The combined application of these methodologies results in a final target price of $110.52,
representing a substantial 30% upside from the current share price of $84.91. This valuation

underscores the significant potential for growth and supports a strong BUY recommenda-

DCF 50 % 126,68 63,34
EVA 25% 130,48 32,62
DDM 10 % 99,87 9,99
EV/Sales 5% 16,89 0,84
EV/EBITDA 5% 54,35 2,72
P/E 5% 20,24 1,01
Implied Shareprice 100 % 110,52
Upside/Downside 30 %

tion. It reflects Evolution AB’s compelling growth outlook, robust financial resilience, and

Figure 31: Final Share price

strategic positioning in the high growth online gaming industry.

Risks and Upside/Downside Factors:

Evolution faces several key risks that could negatively impact its operations and growth.

Regulatory compliance remains a significant challenge, as changes in legislation or in-
creased taxation in key jurisdictions could restrict online gaming activities and impose
higher operational costs. Despite the company’s proactive efforts to adapt to new regula-

tions, these potential shifts pose a substantial threat to profitability.

Another risk is Evolution’s dependence on a concentrated customer base, with its top five
customers accounting for approximately 41% of revenue in 2023. This reliance creates
vulnerability if any of these customers reduce their orders or encounter financial difficul-
ties. Additionally, the company’s reliance on cutting edge technology exposes it to cyber-
security risks, including potential data breaches or platform failures, which could result in

reputational damage, legal liability, and operational disruptions.

Broader economic conditions, such as inflation, geopolitical instability, and declining con-
sumer discretionary spending, also present risks, particularly in regions where online gam-

ing revenue heavily depends on leisure spending.

On the upside, Evolution has significant opportunities to drive growth and expand its mar-
ket share. The company’s ongoing expansion into emerging markets, particularly in Latin
America, Asia, and North America, offers substantial potential, as these regions continue

to see rising online penetration and a shift from land based to digital casino platforms.

Product innovation and diversification also represent critical growth drivers. Evolution’s
development of new game formats and product offerings, such as innovative live and RNG

games, strengthens its leadership position in the market and attracts new customers.

Furthermore, Evolution’s commitment to technological advancements, including Al inte-
gration and improvements to its One Stop Shop (OSS) platform, enhances operational ef-

ficiency, improves player experience, and creates cross brand synergies, which can bolster
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the company’s competitive edge. Leveraging its existing partnerships and established pres-
ence in regulated markets, Evolution is well positioned to introduce new products and ex-

pand into untapped verticals, offering significant long term growth potential.

Conclusion

Evolution AB stands as a leader in the online gaming and live casino industry, character-
ized by robust financial health, significant growth potential, and a solid competitive posi-
tion. The valuation analysis highlights that the company’s stock is currently undervalued,
with a projected price target of $110.52, suggesting a 30% upside from its current share
price of $84.91. This underscores a strong BUY recommendation. The company has
demonstrated impressive organic growth, particularly in its Live Casino segment, by lev-
eraging innovative technology and expanding its market reach. Its consistent financial per-
formance is marked by high EBIT and EBITDA margins and substantial free cash flow

generation, reflecting operational efficiency and financial stability.

Emerging markets such as North America, Asia, and Latin America present considerable
opportunities for further expansion, reinforcing Evolution's potential for sustained long
term growth. However, challenges exist, including regulatory risks, customer concentra-
tion, and broader economic volatility. Despite these risks, Evolution AB's strategic invest-
ments in technology and market diversification establish a strong foundation for continued
growth and resilience in the evolving online gaming landscape.
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Financial Statements

Forecasted Income Statement
valuesin EUR {000}

Short-term »> Long term >
2016 207 2018 2019 20 2021 2022 2023 2024 2025 26 2m7 2028 2029 2030 2031 2032 2033 2034
CORE BUSINESS I
Revenue 115,461 1.068.777 1.798.601 2238508 2.559.260) 2.307.309 3.053.525 3.224.567 3592097 3795858 3924351 4.053.86|
% Growth 90,475% 7 5,60 3 3,47% 3,39 3,30%
Reuenues | Revenuss - Live 11506 543315 £39.238 1523274 1938286 2.238.036) 24002 2.706.009 2866.718 3408511 3520257 3.650.820)
5 Gros 4857 54,47 2 27,20% 15,46% 10,35 ,56% 5,0 3,605 3,00%
Other Revenues | Revenues - RNG a5 17.819 229539 275327 300.229 321245 337.307 347.426 357.819 387.347 02.996
sa1%| 27313855 1288,17% 2,579 5005 5,00% 300% 3008 2,005 3,00%
Core Costs and Expenses {80.597) (208.280) (261.434) (#14.773) {655.871) (835.464) (541.680) {1L.023.826) [1.105.617) [1.070.350) (1128.731) (1.166.646) {1.204.894) (1.243.516) [1.282.465) (1.321.707)
Personal expenses (s3.218) (72122} (67.670) (126.419) (133.752) (207.165) (289.5%8) (355.300) (940.372) 1503.475) (552.268) (600.705) (620.353) (672.251) [556 39) (726.790} 772.018) (797.487)
% Revenues A6,00% A0,43% 39,80% 34,56% 23,89% 19, -18,75% 1 19,67% 18,67% 67% 7% 18,67% 19,67% 18,67%
Depreciation, amortisation and impairment (13759 (2197 {25.76) (32513} {12.683) (166.941) (173579 (183.103) 186431 (93107} {196.503) (199,915
50 Assets 29,88% 29,85 24,56% 1,22 385 1,00% 4,00% 4,60% 4,06 4,00% 2,00 4,00%
Other operating expenses (25.628) (40063 {56.385) (95.169) (126.962) {175 388) (304.616) (331333} (z57.965) (73.377) (283376) [303.669) (313.928) (322.305)
' Revenue 437% -16,32% 42 16,965% 88 -9,78% -10,85% -10,85% ~8,00% g s00% -5,00% -6,00%
core Taxes 66,881 89.488 157.472 299.700 654,004 908.062 1182.730 1783483 1.947.908 2154.218 2.288.881 75552 2463508 2552382 264188 732.109
Statutary Taxes 21241 [26.05] {29139 [39.212] (137.973) (285.165] {20501 bz ) (sa1.402) 09.337] (s3.5a7] (r&2.218] (811193 (840,431} [¥69.912] (899,622
Tox Rate 31L,76% 2951 1850% 46,45 36,3 27,008 35,40 2,53% 32,93 32,93 32,93 32,59% 72,93% 32,93 32,92
Tawadjustments:
Expanses not deductibl for tax purposss (3585) (Loaz) (s17) (L975) (2.698) (8:831) (12550) {15.651) (17.641) f19.180) f2012) (21.007) {22.575) (23333) {2.098) (24870} (25.609) (26034
% Care Casts 545 0,67 030k 0,76% 2.10% 1,91 1875 8 1.87% 2,008 2.00% 200 2,00 2,00% 2,00 2,005
Exchange ranslation of i o 371 63 207 37443 (55.834) (196:992) 8326 32.887) 137.600) 41.243) 43,861} (47.374) 150.204) (52.041) 53.895) 155. 75ﬂ (57.655) (59.557)|
¢ o 0,155 003% 6,67% 5,225 13,52% 0455 1,473 1,47% 7% 1475 475 “1.47% 1,47 a7 2,47% -La7%
Core Result 21083 42158 61975 127.923 195962 351.499 457.074 733.005 892517 102971 1135797 1200931 1.376.099 1462.155| 1517.961 1574362 1631273 1688663 1.746.29a]
Core EBIT Margin 30,20% 37,49% 36,06% A43,05% 53,41% 61,19% £2,34% 63,53% 62,68% 63,21% £3,53% £3,79% 68,81% 66,97%) 67,06% 67,16% E7.20% 67,32% 67,40%|
e Taxes 34.864 66.881 29.484 157.472 289700 654,004 908.062 1.142.730 1.403.050 1.617.500| 1.783.483 1.947.908 2.154.218 2.288.481 2.375.552 2463548 2552.340 2.641.882 2.732.108|
Check Line TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE RLE] TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE TRUE|
NON CORE BUSINESS
Tax adjustments:
e ot s oTa 173 16.486 20638 12591 159909 213976 26811
5,68% 6,72% 5,64! 22,20% " "
Dividend " o o o o 346.160
56 Revenues o005 .00% 0,00% a00% 10,4156
Tox et topior yars 0 ] o (1259)
rer 0,007 0.00% % 0,067
Tacloss wm-rumu-awn accumulated losses o o” 5) 818
% Revanue o00% o008 0,015 o,08%"
Ehinwrmdefirmdtax " 763" (18"
e 0,31 000% 0,
Other, net " a.784° 15577 2138"
0,13 -0.05% 1,75% 0,03 0,38% 0,40%
Nen-Core Result 10.646 20.082 21.533 22173 126,654 202.245 190.367 341382 380.335 _412.690| 443.052 486.713 528.992 681,247 741.898 808,327 881.086)
FINANCIAL RESULT ‘
Financial income 10 6 13 45 47 ] 317 9.069 15589 8.312 1168 635 402 426 458 474 490 506|
Excess Cash 007 6013 002" 003 0.02% L80% 1,64 100% 0.10% 0,055 0,033 0.03% 0,03% 0.03% 0.03%
Financial expenses (24) 1223) [SEs (225 (1.085) (: 830) (10.533) (9.712) (7.945) (9.612) 0576} tn.a22)” 2336l 3:a22) 4388 t15.539)" ts782)" (18.25)
bilities - 1,26% 2,13% % 1: 9 12,22% 10,00% 10,00% 10,00% 8,00% &,00% &00% &,00% 8,00% 8,00% &,00%
Financial Taxes 1234) 218) (158) (200) (1.018) (6.513) (1469) 5877 1.366 3.417)) (8.446) (9.941) (11.019) (u.aml\ 112 3801 113.930) (15.066} (16.293) (17.519)|
Statutary Taxes & 69 ar 37 a3 2370 397 (2.080) [as0} 1125 2781 3273 3628 3921 a2n as87 5365 5.802|
Tox Rate 28 74% 31,76% 29,51% 18,50% 48,45% 36,39% 27,00% 35.40% 32,93% 52,03% 32,93% 32,03% 32,93% 32,03% 32,93% 32,93% 32.93%
inancir (a67) {139) 1) (163) (55 (2133) {1.072) 3797 516 2292) (5.665) (6.667) (r.391) (7.58a]| (.633) (9.393) 10105} (10.928) (1817
Foracasted Balance Sheat
Walues in EUR (1000}
Short-term >= LONg-term =
2016 2017 2018 2013 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
CORE BUSINESS.
Opernmg:ash 239 568 408 Ta15 11223 21376 44770 E1186 Ge1d6 £1070 64491 GR344 70844 73368 75917 78487 21076
Rev 2% 2% 7% % 2% 2% 75 2% 2% % 2% 2 2 % 2% 2% 2%
l'k:e\i'alﬂﬁ 20142 40739 49351 73631 129236 213875 523703 574456 659840 699260 723836 750660 776742
dverag tion Per &4 a3 73 3 & EE] 75 75 s £ 75 75 s
Current tax receivables 15760 41042 69310 137735 142320 3B6.206 443203 585.476 65B.369 712413 749977
o 26% 24% % 753 5% 7! 75%
1363 a8 3208 10583 31785 0473 BA138 75819 A349%0 47315 95682 102544
1% 15 x % 55 s a% g a5 4% %
{2.169) (3.951) (3.190) (5.300) (15335} {2.578] {10,034 113.067) (16,576} (18.952} [10,:85\ [zz512] {21.618) {z2.311) (23780} (21625} (25.953] 1253161 (27.215)
11 15 & 11 24 9 5 E g 9 2 L & B 2 k3
{5.700) {8.000) {1L521) (29.604) {128,502} (111127 [a3.321) {62.029) {124.354) {142,174} {155.¢ gsz} {169.630] (162.401) [172.104) [178.388) {184.757) {191.179] (197.685) [204.165)
&% 2% g 1% 3 33% 10% 12 2% 18 18% 24 18% 185 18% 16% 8% e
0 [3.926) (11821} [14.639] [14.395) {12.023) (14 545: (16505} [num [12.825] (2.733) (12.202) (12223} (12214) 12213 (12.213)
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Short term>» Longterm >
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield) of more

than 10% over a 12 month period.

Hold Expected total return (including expected capital gains and expected dividend yield) between

0% and 10% over a 12 month period.

Sell Expected negative total return (including expected capital gains and expected dividend yield)

over a 12 month period.

This report was prepared by Jonathan Cerqueira, Runar Leirvik, a Master in Finance student of Nova School of Business

and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and master grad-
uation purposes, within the context of said Field Lab — Equity Research. It is not to be construed as an offer or a solicitation

of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who revised the

valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE understanding that
Nova SBE, the author, the present report and its publishing, are excluded from the persons and activities requiring previous
registration from local regulatory authorities. As such, Nova SBE, its faculty and the author of this report have not sought
or obtained registration with or certification as financial analyst by any local regulator, in any jurisdiction. In Portugal,
neither the author of this report nor his/her academic supervisor is registered with or qualified under ComISSA0C DO MER-
CADO DE VALORES MOBILIARIOS (“CMVM?”, the Portuguese Securities Market Authority) as a financial analyst. No ap-
proval for publication or distribution of this report was required and/or obtained from any local authority, given the exclu-

sive academic nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the author of this
report are to be qualified as an investment adviser and, thus, registration with the Securities and Exchange Commission
(“SEC”, United States of America’s securities market authority) is not necessary. Neither the author nor Nova SBE receive

any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading Act), this entity
is not required to register with or otherwise notify the Bundesanstalt fiir Finanzdienstleistungsaufsicht (“BaFin”, the Ger-
man Federal Financial Supervisory Authority). It should be noted that Nova SBE is a fully owned state university and

there is no relation between the student’s equity reports and any fund raising programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be a regulated
activity, it must be carried on “by way of business”. All regulated activities are subject to prior authorization by the Finan-
cial Conduct Authority (“FCA”). However, this report serves an exclusively academic purpose and, as such, was not
prepared by way of business. The author a Master’s student is the sole and exclusive responsible for the information,
estimates and forecasts contained herein, and for the opinions expressed, which exclusively reflect his/her own judgment
at the date of the report. Nova SBE and its faculty have no single and formal position in relation to the most appropriate

valuation method, estimates or projections used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable, but Nova
SBE, its faculty, or the students make no representation that it is accurate or complete, and accept no liability whatsoever

for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering and/or suspend
the coverage of any listed company, at any time, without prior notice. The students or Nova SBE are not responsible for

updating this report, and the opinions and recommendations expressed herein may change without further notice.

The target company or security of this report may be simultaneously covered by more than one student. Because each
student is free to choose the valuation method, and make his/her own assumptions and estimates, the resulting projections,
price target and recommendations may differ widely, even when referring to the same security. Moreover, changing market
conditions and/or changing subjective opinions may lead to significantly different valuation results. Other students’ opin-
ions, estimates and recommendations, as well as the advisor and other faculty members’ opinions may be inconsistent with
the views expressed in this report. Any recipient of this report should understand that statements regarding future prospects

and performance are, by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the target company
and/or security, namely the possible exchange rate risk resulting from the security being denominated in a currency either

than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private investors.
The information and opinions expressed in this report are not intended to be available to any person other than Portuguese
natural or legal persons or persons domiciled in Portugal. While preparing this report, students did not have in considera-

tion the specific investment objectives, financial situation or

particular needs of any specific person. Investors should seek financial advice regarding the appropriateness of investing

in any security, namely in the security covered by this report.
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The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion about the
target company and its securities. He/ She has not received or been promised any direct or indirect compensation for

expressing the opinions or recommendation included in this report.

The content of each report has been shown or made public to restricted parties prior to its publication in Nova SBE’s
website or in Bloomberg Professional, for academic purposes such as its distribution among faculty members for students’

academic evaluation.

Nova SBE is a state owned university, mainly financed by state subsidies, students tuition fees and companies, through
donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova SBE may have received
compensation from the target company during the last 12 months, related to its fundraising programs, or indirectly through
the sale of educational, consulting or research services. Nevertheless, no compensation eventually received by Nova SBE
isin any way related to or dependent on the opinions expressed in this report. The Nova School of Business and Economics
does not deal for or otherwise offer any investment or intermediation services to market counterparties, private or inter-

mediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous consent of
its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE may decide to suspend
this report reproduction or distribution without further notice. Neither this document nor any copy of it may be taken,
transmitted or distributed, directly or indirectly, in any country either than Portugal or to any resident outside this country.

The dissemination of this document other than in Portugal or to Portuguese citizens is therefore prohibited and unlawful.
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