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Abstract 

 

 Equity Research Report – Evolution AB

 
This equity research thesis focuses on the valuation and strategic positioning of Evolution AB, 

a leading player in the online gaming and live casino industry. This individual report

 encompasses a thorough analysis of the company’s operational and financial performa nce, 

market dynamics, and competitive environment. A comprehensive industry overview 

highlights Evolution's geographic segmentation and growth trends within its core Live 

Casino and RNG (Random Number Generator) segments. Key external and internal drivers 

influencing the company’s 

growth trajectory are examined, including emerging market opportunities in North America 

and Asia, regulatory developments, and innovation in gaming technologies. 

The valuation employs a multi-faceted approach integrating Discounted Cash Flow (DCF), 

Economic Value Added (EVA), Dividend Discount Model (DDM), and relative valuation 

methodologies. The analysis concludes with a BUY recommendation, supported by a 

calculated price target and projected 30% upside, reflecting the company’s undervalued stock 

position, robust financial health, and strategic emphasis on organic growth and market 

expansion. 

Keywords (up to four): Evolution AB, Interactive Gaming, Online 

Casino, Market expansion 
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Introduction
 

 Individual Report: Evolution AB (Ticker: EVVTY)
 This individual 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 (15.12.24). 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. 

 

 

 

 

 

 

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

growth potential, justifying a strong BUY recommendation.

 

 

 

 

 

 

 

 

 

 

 

 

 



Historical Financials 

 
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 

operating 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 

capabilities and market presence in the online gaming sector. 

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

cash generation even after accounting for essential capital expenditures. Free cash flow 

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 

dividends, 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, 

ensuring 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. 

Year CFO CFI CFF Δ Cash FCF

2019 175 786     42 524-    120 782  254 044     156 836     

2020 316 051     6 821      12 890    335 762     292 800     

2021 598 895     154 952-  317 072  761 015     565 588     

2022 877 465     371 596-  422 603  928 472     816 804     

2023 1 168 447  139 358-  551 727  1 580 816  1 126 228  

Figure 1: Summary Cash flow statement Evolution 

2019-2023  



Activity and Liquidity Ratios: 

The analysis of Evolution AB’s cash flow management, as reflected in its activity and 

liquidity 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 

suggests 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 

slight increase to 67 days in 2023. This stability in the cash conversion cycle reflects 

effective working capital management, as the company has consistently been able to 

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

the steady improvement of its liquidity ratios. From 2019 to 2023, its current and quick 

ratios grew from 2.39 to 3.07, showing the company’s increasing ability to meet short term 

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, 

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 

Cash Conversion Cycle 2019 2020 2021 2022 2023

Days Payable Outstanding 11       24       9         8         9         

Average Collection Period 73       84       73       75       76       

Cash Conversion Cycle 63       60       64       66       67       

Figure 2: Cash Conversion Cycle 2019-2023  

Figure 3: Liquidity Ratios Evolution 2019-2023  

Evolution AB 2019 2020 2021 2022 2023

Current Ratio 2,39   1,36   2,19   2,60   3,07   

Quick Ratio 2,39   1,36   2,19   2,60   3,07   

Cash Ratio 1,33   0,60   1,14   1,25   1,76   



financial 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 

gaming industry maintain sufficient liquidity, with ratios typically closer to 1.5, 

Evolution’s significantly higher numbers set it apart. Its stronger cash position not only 

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

invest in future 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 

ability to finance its day to day operations and short term needs without external funding. 

The consistent rise in net working capital indicates that Evolution AB has been able to build 

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

2021, respectively. This downward trend suggests that the company's total asset base has 

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 

investments 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 

company’s capacity to meet its long term obligations. Evolution AB’s solvency ratio has 

shown a strong upward trajectory, starting at 183% in 2019 and peaking at 615% in 2020, 

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, 

suggesting 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 

Net Working Capital 2019 2020 2021 2022 2023

Current Assets 329 499 809 1 109 1 722

Current Liabilities 138 368 370 426 561

Net Working Capital 191 131 439 683 1161

(-) Δ in NWC 86 -60 308 244 477

Figure 4: Liquidity Ratios Evolution and Peers 

2023  

Figure 5: Net Working Capital Evolution 2019-

2023  

Asset Turnover 46 % 15 % 21 % 25 % 27 %

Revenue 366 561 1 069 1 457 1 799

Total Assets 434 3 169 3 903 4 369 4 973

Figure 6: Asset Turnover Evolution 2019-2023  

Solvency Ratio 183 % 615 % 448 % 381 % 414 %

Equity 281 2 726 3 191 3 460 4 006

Total Liabilities 153 443 712 909 967

Figure 7: Solvency Ratio 2019-2023  

Liquidity Ratio 2023 Current Ratio Quick Ratio Cash Ratio

Evolution AB 3,07 3,07 1,76

Playtech PLC 1,47 1,37 0,74

Flutter Entertainment 1,50 1,43 0,84

Evoke PLC 1,71 1,64 0,86

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

GAN Limited 1,45 1,36 0,91



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 resilience and flexibility, positioning it favourably to fund future growth 

without incurring significant 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 

increasing proportion of its assets is funded through retained earnings and equity 

contributions 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 consistent growth in this ratio underscores a prudent financial 

management approach, enhancing 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 

Return on Assets (ROA), provide key insights into the company’s ability to generate 

returns from its resources as it has grown and scaled its operations. These ratios reflect not 

only Evolution's capacity to deliver strong shareholder value but also its efficiency in 

utilizing its asset base to sustain profitability over time. 

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. 

Similarly, Evolution AB’s ROA illustrates its efficiency in converting assets into profits. 

Starting at 34% in 2019 and stabilized at 22% by 2023, indicating improved asset utilization 

as new investments began to yield returns. While this gradual decline in ROA reflects the 

challenges of scaling an asset intensive business, Evolution’s figures remain significantly 

ROA 2019 2020 2021 2022 2023

Evolution AB 34 % 9 % 16 % 19 % 22 %

Playtech PLC 8 % 3 % 3 % 5 % 6 %

Flutter Entertainment 3 % 1 % 2 % 4 % -7 %

Evoke PLC 10 % 2 % 13 % -4 % -2 %

Light & Wonder INC -1 % -7 % 5 % 62 % 3 %

GAN Limited -8 % -12 % -12 % -191 % -39 %

Financial Autonomy 65 % 86 % 82 % 79 % 81 %

Equity 281 2 726 3 191 3 460 4 006

Total Assets 434 3 169 3 903 4 369 4 973

Figure 8: Financial Autonomy Evolution 2019-2023  

Figure 9: Return on Equity Evolution and Peers 

2019-2023  

Figure 10: Return on Assets Evolution and Peers 

2019-2023  



higher than most peers in the gaming industry, many of whom face challenges in 

maintaining asset efficiency at comparable levels. 

In comparison, Evolution’s peers have generally reported much lower ROE and ROA 

figures, 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. Evolution’s ability to generate superior returns on both equity and assets, even 

amidst expansion, 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 

23% in 2023, in line with the company’s growing invested capital base as it expanded its 

operations. High ROIC values indicate efficient capital allocation and strong profitability, 

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 

invested 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 

considerable 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 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 

Evolution AB 2019 2020 2021 2022 2023

ROIC 101 % 6 % 14 % 21 % 23 %

RONIC 378% 70% 10% 81% 39%

Figure 11: Return on Invested Capital and Return 

on New Invested Capital Evolution 2019-2023  



exceeding the market average, driven by its focus on both the Live Casino and RNG 

segments. 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 

sustained 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 

provides 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 

assumption 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, I have assumed a 

commission 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 

standardized. 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 

underscore its leadership in the global online casino industry. The company’s sustained 

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. 

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 

percentage 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 company'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. 

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 



expenses, payables, and other short term liabilities. Net working capital is crucial for 

assessing the company’s ability to meet short term obligations and support day to day 

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

In developing the forecasted balance sheet, the approach to forecasting intangible and 

tangible 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 

theoretical 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 

relationships, and synergies. In this forecast, goodwill is assumed to remain constant over 

the projection 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, 

proprietary software, and other intellectual properties that support the company's long term 

operations 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 

revenue captures their expected proportional growth without requiring granular projections 

of individual asset categories. 

PP&E represents the company's physical infrastructure—factories, machinery, office 

buildings, and other equipment—necessary for production and service delivery. 

Forecasting 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 production 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 

utilization 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 



assumption 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 

leasing activity will scale with its operational footprint. As revenue grows, so too will the 

demand 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 

operational infrastructure. Forecasting this item in proportion to revenue is based on the 

assumption that the company’s long term leasing requirements will grow in tandem with 

business expansion, reflecting stable leasing agreements and a consistent approach to 

financing long term operational assets. 

From a theoretical perspective, this approach aligns with the concept of "matching 

principle" 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 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 

expansion 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 



commitments, 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 

expansion. 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, I 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, I 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 

100% of excess cash (after accounting for operational, investment, and M&A obligations) 

Primarily 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, providing 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, I 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 

in the online gaming and betting sector, including firms such as Playtech, Flutter 

Entertainment, and Light & Wonder. For each company, the equity beta (sourced from 

Yahoo Finance) is adjusted to remove the impact of financial leverage, using each 

company’s debt to equity ratio and applicable tax rate. This unlevering process yields a 

more accurate measure 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 

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

By utilizing an industry average unlevered beta, this method enhances the accuracy of the 

cost of equity estimation for Evolution AB, as it incorporates the broader risk dynamics of 

the sector while avoiding distortions from company specific historical volatility. Since the 

company has 0% net debt, the average unlevered industry beta becomes the company’s 

beta. The Weighted Average Cost of Capital (WACC) was calculated as a formal step to 

confirm that it aligns with the cost of equity, given the company’s 0% net debt position. 

This equivalence justifies using the cost of equity directly as the discount rate in subsequent 

valuation models. 

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 

additional return that investors demand for taking on the risk of investing in the stock 

market over a risk 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 

aggregates and analyzes financial data across various markets. Statista’s MRP data for 

companies 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. 

Discounted Cash Flow (DCF) 

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

forecasting unlevered free cash flows (UFCFs) and discounting them using a Weighted 

Average Cost of Capital (WACC) of 7.75% and a terminal growth rate of 2.5%. The 

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

Bottom up Beta Revenue EV/Sales Equity Beta Tax Rate D/E Unlevered Beta

Evolution AB 1 883 855        11,64 1,17 6,8 % 0,0% 1,17                        

Playtech PLC 1 787 912        1,42 0,96 25 % 12 % 0,88                        

Flutter Entertainment PLC 9 301 131        4,73 0,92 12,5 % 9 % 0,85                        

Evoke PLC 1 710 900        1,14 0,92 24 % 88 % 0,55                        

Light & Wonder INC 2 902 000        4,26 1,20 21 % 31 % 0,97                        

GAN Limited 129 419           0,66 1,49 20 % 4 % 1,44                        

Average 0,94                        

Levered Beta 0,94                        

Figure 12: Bottom up Beta Evolution and Peers 

Figure 13: WACC Table Evolution 

β Bottom up (CAPM) 0,94                 

Re 7,75 %

Risk Free Rate - USD 2,40 %

Market Risk Premium 5,70 %

Market Return 8,10 %

Net Debt / Equity 0,0%

Net Debt / (Net Debt + Equity) 0,0%

Equity / (Net Debt + Equity) 100,0%

WACC 7,75 %

Key Inputs

Sum PV Core UFCF 8 525 879

PV Terminal Value Core UFCF 16 409 050

Non-core Items  (60 162)

Enterprise Value 24 874 766

(-) Net Debt 998 613

Equity Value 25 873 380

# shares outstanding (End 2025, thousand) 204 329
Per Share Value in Euros 127

Per Share Value in Dollar 137
Current price in Dollar 85
Difference (Estimated vs. Actual) 61 %

DCF Valuation

Figure 14: DCF Table Results Evolution 



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

60 Million in non core items. 

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. 

Dividend Discount Model 

The Dividend Discount Model (DDM) applied to Evolution AB estimates the intrinsic 

value of the company based on projected dividend growth and historical performance. 

Using a cost of equity of 7.75% and a base dividend growth rate of 4.84%, the firm value 

is calculated at $99.87 per share under the base case scenario. Historical dividend growth, 

which increased from €0.18 per share in 2017 to €2.65 per share in 2023, supports this 

projection. 

The sensitivity analysis provides a range of firm values based on varying growth rates. In 

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

approximately $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. 

The model accounts for a 46% discount, acknowledging that projected dividend growth 

exceeding the discount rate could otherwise distort the results. This adjustment ensures a 

realistic valuation outcome, even in optimistic scenarios. 

By presenting a valuation range of $95.35 to $324.56 per share, the DDM provides a 

nuanced understanding of Evolution AB’s intrinsic value. The base case reflects the most 

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, 

the business were evaluated 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 

AB's market and operational characteristics. With an emphasis on Market Capitalization, 

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

acquired. I  used multiples such as EV/Revenue, EV/EBITDA, and P/E to capture 

different aspects of Evolution AB's valuation. EV/Revenue reflects the company’s revenue 
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Figure 15: DDM Dividend historic and forecast 
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Figure 16: DDM Dividend historic and forecast 

Evolution 

Dividend at T=1 2,778165

Dividend Growth Rate (g) 4,84 %

Cost of Equity (r) 7,75 %

Firm Value 95,27

Firm Value USD 99,79

Valuation

Figure 17: Comparable Company Analysis (CCA)   

Valuation

Company Ticker EV/Revenue EV/EBITDA P/E

Evolution AB EVVTY 11,6 16,5 18,7

Playtech PLC PTEC 1,4 6,0 20,3

Flutter Entertainment PLC FLUT 4,7 33,2 (42,1)

Evoke PLC EVOK 1,1 7,5 (4,3)

Light & Wonder INC LNW 4,3 11,1 52,1

GAN Limited GAN 0,7 (10,2) (2,4)

High   4,7 33,2 52,1

75th Percentile 4,3 11,1 20,3

Average   2,4 9,5 4,7

Median   1,4 7,5 (2,4)

25th Percentile 1,1 6,0 (4,3)

Low   0,7 (10,2) (42,1)

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

Implied Enterprise Value 4 601 729 12 602 101 5 316 475

Net Debt 994 804 994 804 994 804

Implied Market Value 3 606 925 11 607 297 4 321 671

Shares Outstanding 213 566 213 566 213 566

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



scale, EV/EBITDA emphasizes operational profitability, and P/E links earnings to share 

price, capturing market sentiment on earnings potential. 

The analysis shows that Evolution AB’s multiples are significantly above the industry 

median, with its EV/Revenue at 11.6, EV/EBITDA at 16.5, and P/E at 18.7. These values 

place Evolution AB higher than many of its peers, indicating a premium in market 

valuation, possibly reflecting its strong earnings and market position. Through this relative 

approach, I derived at a 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 

valuation of USD 16.89, USD 54.35, and USD 20.24, respectively, across the different 

metrics. 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. 

Investment Thesis and Recommendation 
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 

Average 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. 

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 particularly 

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 

provides a balanced midpoint that integrates diverse valuation perspectives. 

Figure 18: Football Field   
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Overall, the football field chart’s holistic approach delivers a structured framework for 

assessing the company’s value across multiple valuation scenarios, balancing both 

conservative 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. 

Conclusion 

Evolution AB stands as a leader in the online gaming and live casino industry, characterized 

by robust financial health, significant growth potential, and a solid competitive position. 

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 leveraging 

innovative technology and expanding its market reach. Its consistent financial performance 

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 

concentration, and broader economic volatility. Despite these risks, Evolution AB's 

strategic investments in technology and market diversification establish a strong foundation 

for continued growth and resilience in the evolving online gaming landscape. 
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