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Evolution Gaming Group

Living up to its name 
Redeye initiates coverage of the Live Casino supplier Evolution Gaming. The company 

gives investors exposure to the industry’s best Live Casino experience by far. The 

company’s continuing transformation of its Live Casino product since launch highlights its 

relentless pursuit of competitive advantage through quality – the basis of our positive 

stance on the company. However, we see an imminent risk for short term setbacks in the 

share after recent share price surge and the rapid increase in the earnings multiples.  

Quality growth 

Evolution Gaming has unmatched products in a rapidly growing segment and an 

impressive track record of developing its offering. Besides the classic games of Live 

Casino, it is also adding new types of games such as Game Shows and should continue 

achieving growth in all gaming areas thanks to underlying market growth, new B2B 

agreements and new regions, plus increased player activity. We also see considerable M&A 

potential in this cash-rich company.        

Doubling again 

The only drawback of Evolution Gaming´s success is that it has already captured a large 

part of the Live Casino market. As a result, the high market share within the vertical could 

limit its future growth, especially as its leadership position attracts competitive efforts 

directed against it. However, Evolution Gaming continues to raise its game in response to 

the competition, and we expect sales to double again by 2022. 

More attractive alternatives 

While high multiples (EV/EBITDA of 27x on 2019 forecasts, for example) and challenges 

weigh on the case, Evolution Gaming’s track record and strong momentum are very 

persuasive, in our view. The CAGR has been 45 percent for the last five years and with an 

estimated year-on-year growth of 48 percent for 2019 the momentum is maintained. 

Meanwhile, the business scalability has improved the operational margins and the EPS has 

grown rapidly, estimated to 76 percent for 2019. Accordingly, we regard the stock’s current 

trading level as fair and in line with our base case valuation of SEK 280. However, we see an 

imminent risk for short term setbacks in the stock price after the rapid increase in the 

earnings multiples. As a result, we currently see other more attractive investment 

alternatives within the online gambling segment. 
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Investment thesis  
• Market leader in the DNA 

• Living up to its name 

• Strong momentum 

• M&A opportunities 

 

Market leader in the DNA 

Evolution Gaming Group (Evolution) is undeniably the No.1 Live Casino provider, globally. It is 

highly focused on maintaining this lead, with the drive to stay ahead of the competition a vital 

part of its corporate DNA. We are confident that the company’s skilled founders and 

management will enable it to maintain its leadership position for the foreseeable future. 

 

We also believe that the following moats protect the market-leading position: 

• Economic of scale: as starting up a live casino requires substantial investments and 

efforts  

• Brand: makes it easier for Evolution to both retain and acquire B2B customers, as 

well as end-users 

• Switching cost: as more operators choose to invest in exclusive and branded tables 

the switching cost for the operators' increases  

• Lock-in effects: as there is a limited need for several live casino suppliers on the 

same operator  

• Product quality and range: make it difficult for both B2B customers and end-users to 

find suitable alternatives to Evolution´s extensive offering 

Living up to its name 

Evolution is living up to its name by evolving the gambling experience. Not only is it pushing 

the Live Casino experience into new territory, with games like Lightning Roulette, but it is also 

adding new types of games such as the game show MONOPOLY. Its capability to evolve the 

gambling experience and attract new players is key to Evolution’s success and will be a vital 

growth driver for it in the years to come, we believe. Moreover, the highly scalable new games 

could improve that operating margins further. 

Strong momentum  

While Evolution faces some challenges due to its large market share, we expect the 

company’s very strong underlying momentum to continue driving growth in all game types 

over the coming years. The underlying market growth together with new B2B agreements, 

new markets and increased player activity should continue to fuel this performance. 

Moreover, the company’s scalability should translate strong momentum into improved 

margins and continued rapid EPS growth. 

M&A opportunities 

We view the company’s strong financial position and vast distribution network as a perfect 

mix for making the most of M&A opportunities. The cash position, together with strong cash 

flows and limited risk, should enable the company to obtain low-interest debt to leverage its 

return on equity. Moreover, its distribution capacity should enable Evolution to achieve 

synergies with other gambling content players. After discussions with the management, 

Evolution seems to have an opportunistic approach to M&As.  
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Bear points 
Domination downside 

Evolution’s huge success is reflected in its 70-80% market share in Europe. As a result, 

Evolution has more or less become the Live Casino market and has to attract new players to 

the segment. This will be more challenging than just gaining market share by attracting 

existing Live Casino players. From an 80% market share, the likeliest direction of travel is 

down. 

Success attracting competition 

Evolution’s success is attracting competition from both existing players increasing their 

investments and new competitors. This will not only lead to competitors offering more and 

better products but also increases the risk of Evolution losing talent with Live Casino know-

how. 

Regulatory pressure 

We expect the regulatory trend to continue with several countries likely to regulate their online 

gambling markets in the coming years. This will mean increased margin pressure due to 

gaming tax, as well as other restrictions that might limit growth opportunities. We expect 

these pressures to eventually spill over to suppliers too, affecting Evolution in the longer term. 

High expectations 

Evolution is currently trading around EV/EBITDA 27x and P/E 33x on 2019 forecasts, which 

indicates that the market has high expectations on Evolution´s future growth possibilities. We 

believe the high expectations makes the stock price sensitive for any negative news, and this 

sensitivity has previously been demonstrated during the last couple of years. 
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Business description 
Evolution Gaming Group (Evolution) is the market-leading Live Casino provider, offering its 

top-notch solution to operators across the world. The company was founded in 2006 and has 

been an important part of the Live Casino revolution ever since. The company´s history and 

transformation are described in further detail in the appendix.  

 

Today the company offers a wide range of Live Casino products - both classics like Blackjack, 

Roulette and Baccarat and new game inventions such as MONOPOLY Live, Deal Or No Deal 

Live and Lightning Roulette. The company has about 7 000 employees. It operates 

offices/studios in Belgium, Canada, Georgia, Latvia, Malta, Netherlands, Romania, Sweden, 

Spain, the UK and the US. 

Business model 
Evolution develops, produces, markets, and licenses fully integrated live casino solutions 

aimed at gaming operators, who then market the products to their end-users. Evolution’s 

customers include the majority of the most prominent online gaming operators in Europe, as 

well as some land-based casinos that have expanded online. The company offers several 

different types of live casino games to its customers. 

Classic games 

Classic games such as Blackjack, Roulette, and Baccarat are standard in every live casino 

solution. Such games are highly recognizable and typically attract high rollers. We believe 

these games generate 75% of Evolution’s sales. There are several factors that has made its 

versions of these games better than its competitors’: 

 

• Excellent streaming solutions with high-definition video cameras offering several 

different angles  

• User friendly technical and designed front-end offering numerus function 

• Well-performing croupiers who interact with players 

• A well-designed studio that creates the right atmosphere  

• Game improvements to the classic games. 

 

The classic games have been around for several hundred years, remaining more or less the 

same. Evolution Gaming has started to improve upon and add additional futures to them, 

both to enhance their entertainment value and to increase turnover per table. Examples 

include Lightning Roulette and Infinite Blackjack. 

New games  

Evolution Gaming has focused largely on adding new game concepts to its portfolio of 

games. Expanding the live casino game options for players has made it possible for Evolution 

to attract new target groups. The company has also signed for the user rights to well-known 

brands to create live casino games that no competitors can offer, such as Monopoly Live and 

Deal Or No Deal. 
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Revenue model 

 

The agreements between Evolution and its customers are based on a selected service level 

and the number of tables. The most basic agreements typically include access to and 

streaming from generic tables, while more complex agreements can include dedicated tables 

and environments, VIP services, native-speaking dealers, and other customizations to 

produce as unique a live casino experience as possible for the end-user. This helps the 

operator to stand out from the crowd. 

 

The majority of Evolution’s revenues consist of commission fees and fixed fees for dedicated 

tables, which the operators pay monthly. Commission is calculated as a percentage of the 

operators’ winnings generated via Evolution’s live casino offering. We believe that Evolution 

takes around 10% in commission on average. Through this commission, Evolution gains 

beneficial exposure to the general growth of the live casino market. 

 

Dedicated table fees are monthly service charges to those operators that have opted for 

dedicated tables for their end-users. Dedicated tables are reserved and used exclusively by 

the operator. They can be customized completely to an operator’s requirements with regards 

to studio environment, graphics, brand attributes, and language. The fee varies from 

customer to customer depending on factors such as the type of game, number of tables, and 

active hours. 

 

In addition to commission and dedicated table fees, there are other smaller sources of 

income, such as set-up fees, which are invoiced to new customers when they launch a live 

casino offering. 
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Ownership structure Evolution Gaming

Name Capital %

Richard Livingstone 16.4%

Österbahr Ventures AB 15.0%

Capital Group 7.9%

Swedbank Robur Fonder 5.7%

Vanguard 1.9%

Norges Bank 1.7%

Livförsäkringsbolaget Skandia 1.6%

Avanza Pension 1.4%

1832 Asset Management 1.3%

Henric Wiman 1.3%

Other owners 45.8%

Source: Evolution Gaming (September 30, 2019)

Ownership structure 
 Co-founders Jens von Bahr and Fredrik 

Österberg together own 15% of the shares 

in Evolution Gaming through a joint venture, 

Österbahr Ventures AB. They are both active 

board members. Five of the six board 

members own shares in Evolution Gaming, 

and the board collectively holds 16.5% of the 

shares in the company. 

 

Eight of the nine members of management 

each own shares amounting to more than 

SEK 1m and all own a considerable number 

of warrants. In total, management owns 

1.2% of the shares in Evolution Gaming, 

worth about SEK 600m.  

 

Moreover, several of the ten largest owners are institutions, including Capital Group (7.9% of 

the shares), Swedbank Robur Fonder (5.7%), and Vanguard (1.9%). 

 

We view the ownership structure as very strong and believe it ticks all the key boxes. For full 

description of the management and the board see appendix. 

 

 

 

  

Name

Number of 

shares
Warrants

Value of shares in SEKm 

at share price 280 SEK*

Management

Martin Carlesund 266 147 175 000 74.5

Jesper von Bahr 650 000 92 500 182.0

David Craelius 5 000 20 000 1.4

Todd Haushalter 55 755 92 500 15.6

Sebastian Johannisson 1 000 000 92 500 280.0

Jacob Kaplan 40 000 92 500 11.2

Johan Nordström 94 143 92 500 26.4

Louise Wiwen-Nilsson 0 45 000 0.0

Olesya Ivanova 23 193 75 000 6.5

Total Management 2 134 238 777 500 598

 - of total number of shares 1.2% 0.4%

Board

Jens von Bahr** 13 644 860 3 820.6

Joel Citron 1 877 355 525.7

Jonas Engwall 309 630 86.7

Cecilia Lager 0 0.0

Ian Livingstone 500 000 140.0

Fredrik Österberg** 13 644 860 3 820.6

Total Board 29 976 705 8 393

 - of total number of shares 16.5%

Source: Evolution Gaming, Redeye Research

* Excluding warrants

** Jens von Bahr & Fredrik Österberg owns their shares through the joint venture Österbahr Ventures AB

Holdings of the management and board
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Financial overview 
Evolution Gaming has a very impressive growth record with a CAGR of 45% for the last five 

years, along with high, improved profitability. Its impressive quarterly development is 

illustrated in the graph below. Between Q1’16 and Q3’19, the company has demonstrated a 

compounding quarterly growth rate (CQGR) of 10%, with its EBITDA margin surging above 

50% in the last of these quarters. 

 

 

 

We believe this profit margin improvement is a direct effect of Evolution’s scalable business 

model. The effect is also seen on EPS, which has improved significantly by a CQGR of 12.4% 

over the same period, as illustrated in the following graph. Moreover, the company has strong 

cash conversion (operating cash flow/net income) at a stable level above 100%. ROE and 

ROIC are also very impressive and have been stable above 50% over the period. The 

company’s financial position is also strong with net cash of EUR 135m and a stable 

equity/asset ratio that surpasses 60%. 

 

  

Evolution Gaming: Revenues, EBITDA and EBITDA margin, by quarter

Source: Evolution Gaming, Redeye Research
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The global online casino market: RNG vs. live The global casino market: land vs. Online

Source: H2GC Source: H2GC
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Growth potential and retained revenues 
To understand the company’s growth potential, we believe it is important to appreciate what 

has been driving Evolution’s growth so far and to understand the trends from this point on. 

We will take a closer look at the market, innovations, M&A opportunities, pricing power, 

threats, and other opportunities. 

Market  

Europe – Evolution Gaming’s home market 

Europe is Evolution’s core market, accounting for about 70% of its revenues in Q3’19. The 

European live casino market has been growing rapidly for many years, seeing a CAGR of 39% 

over the last ten years and 34% for the past five, according to H2GC1. Evolution has been 

growing more rapidly than the underlying market, at a CAGR of 58% for the last ten years and 

45% over the past five.  

 

This rapid growth rate has partly been driven by its expansion into new markets beyond 

Europe. However, we believe another growth factor is Evolution’s market share gains in 

Europe. In its annual reports for 2014-2017, Evolution has stated that its European market 

share has increased from around 50% to more than 50%. Based on the 2018 annual report 

and the live casino estimates from H2GC, we estimate that Evolution Gaming has a market 

share of 70-80% in Europe. 

 

This strong position is particularly impressive considering it has several competitors2 on the 

European market, and we believe this only can have been achieved by Evolution having a 

superior product. We also believe that the deal with Flutter Entertainment should strengthen 

the market share during 2020. However, beyond 2020, we see very limited possibilities for 

Evolution to increase its European market share further, and we believe a market share of 80-

90% only can be achieved in the bull case scenario. Especially as no operator would like to 

see a total live casino dominance by one supplier like Evolution. As a result, our base case, 

which expects maintained market share, implies that Evolution’s growth in Europe should 

match underlying market growth in the near future. 

 

As already mentioned, the European live casino market has been growing rapidly for the past 

ten years. Estimates from H2GC, however, suggest this growth will slow considerably during 

the next five years, as illustrated in the left-hand graph below. It expects the live casino CAGR 

to reach 8% for 2018-2023, which is far below the >30% annual growth we have seen over the 

last ten years. 

                                                   
1 H2 Gaming Capital estimates 
2 NetEnt, PlayTech, Pragmatic Play, Authentic Gaming and several smaller live casino suppliers 
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The RoW casino market: land vs. online The RoW online casino market: RNG vs. live

Source: H2GC Source: H2GC
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The underlying mega-trend persists though, with a shift from land-based to online casinos as 

the driving force, as illustrated in the right-hand graph above. H2GC expects online 

penetration in the European market to have reached 22% in 2019, leaving considerable room 

to grow since online penetration is above 50% in several of the more mature markets 

(primarily Scandinavia and the UK). 

 

According to H2GC, the live casino share of the total European online casino market should 

have increased to around 28% in 2019 and should grow further to 30% by 2023. We believe 

the long-term target for the live casino ratio is around 30-35% for the classic3 live casino 

games in Europe. This is based on the notion that land-based casinos in Europe and North 

America generate about 25-40% of their revenues from table games.  

 

Moreover, we believe that it is easier to transfer the slot machine “feeling” online than to 

recreate the table game “feeling” on a screen. We do recognize that Evolution Gaming has 

achieved pretty close to the real “feeling” though. 

 

All in all, it is hard to ignore the likely coming slowdown in growth for Evolution’s classic live 

casino games in Europe. Although new games and acquisitions could change this, we expect 

the growth rate for the classic games to grow in line with the underlying live casino market. 

 

We highlight that many of these conclusions are based on H2GC’s estimates, which should 

be considered as just that: estimates, which might differ from reality in the end. In fact, H2GC 

has underestimated the growth rate for the European live casino market in past years. 

However, we still believe its estimates are based on the most likely assumptions and that 

they point “roughly” in the right direction.  

Expanding beyond Europe 

Having conquered the European live casino market, Evolution Gaming is now targeting the 

rest of the world (RoW), primarily the Asian and North American markets. The growth 

potential beyond European borders is substantial. The important online penetration for RoW 

is expected by H2GC to reach 3.2% in 2019, as illustrated in the left-hand graph below. As a 

result, we expect the online shift to be the main growth driver in these markets for many 

years to come. The live casino share of the online casino market is slightly higher for RoW 

than for Europe, expected to reach 36% in 2019, as illustrated in the right-hand graph below. 

This is primarily driven by a very large proportion of live casino in the Asian market. 

 

                                                   
3 Blackjack, Roulette, Baccara and other classic games that have been played for hundred of years 
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The Asian casino market: land vs. online The Asian online casino market: RNG vs. live

Source: H2GC Source: H2GC
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According to H2GC, the live casino share of the total Asian online casino market should 

increase to around 64% in 2019, as shown in the left-hand graph below. This matches the 

Asian land-based casino market where a larger share than the western markets is generated 

by table games, often above 60%.  

 

The Asian market is also where we see the greatest market growth potential for Evolution 

Gaming. The total Asian casino market, both land-based and online, is about twice the size of 

the European casino market and with much lower online penetration. We estimate Evolution 

Gaming’s current live casino share of the Asian market in the interval of 20-30%. Market 

competition is tougher in Asia than in Europe, and the regulatory landscape is complex. 

However, given its rapid growth rate of 114% for Q3’19, we expect the Asian market to deliver 

high double-digit growth for the coming years, with increased market share. 

 

Another interesting market is North America, where Evolution Gaming has invested in new 

studios and acquired live casino provider Ezugi early in 2019. Regulation of the US online 

gambling market will allow for online gambling in more states in the coming years. We expect 

this transformation will span over the new decade.  

 

H2GC expects the North American live casino market to achieve a CAGR of 12% over the next 

five years. We see a good chance that the growth rate will be much faster than this, as 

several new states will be opening up in the coming years. The Pennsylvanian regulated 

online casino market was opened in 2019 and is still only in its infancy, reporting close to 

USD 2.6m in table games revenues for November, an M/M increase of 169%. Given the 

state’s population of close to 13 million and its low tax rate of 16% on GGR for online table 

games (compared to 54% for online slots), we should see the operators push table game 

revenues to new heights in Pennsylvania. 

 

Evolution Gaming’s position is very strong in the US market, largely due to the acquisition of 

Ezugi, which was the only licensed live casino provider in the US. Based on H2GC’s estimates, 

we expect Evolution Gaming’s live casino market share to be in excess of 90%, but there is 

high uncertainty regarding this figure. We believe it will be difficult for the company to 

increase its market share, and so we expect its North American operations to grow in line 

with the underlying live casino market. Furthermore, we regard Better Collective as a better 

investment choice in terms of exposure to the US gambling market.  

 

 

  

https://www.redeye.se/company/better-collective
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Global Live Casino market development 2011-2023E

Source: H2GC
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Other markets, such as South 

America and Africa, are 

interesting but relatively small 

markets today, as illustrated by 

the RoW in the right-hand graph. 

We expect these markets to 

grow rapidly but with a very 

limited effect on Evolution’s 

overall business. 

 

The graph also illustrates the 

overall growth slowdown for the 

global live casino vertical. The 

CAGR decreases from 23% for 

2015-2019E to 6% for 2019E-2023E. 

Improved and new products 

Evolution Gaming is a very innovative company that seeks to attract new types of players and 

to entertain existing players in new ways. This innovative flair can also be considered a 

survival instinct. Staying one step ahead of the competition is deeply rooted in Evolution 

Gaming’s operations. As part of our research, we have been in contact with several live 

casino experts4 who have good insight into the live casino segment on a product level. 

 

Evolution Gaming has always strived for perfection when improving live casino products for 

all its classic games. The company has delivered the best product by having the highest 

video streaming quality and the best-managed technical product, along with highly 

professional dealers. 

 

It is difficult to say how much better Evolution’s product is versus competitors’, but after 

looking at numerous player/gambling communities, we believe it is clear that Evolution 

Gaming’s is number one, by far, both in terms of quality and product range. This view is also 

supported by testing several live casino products and the company´s mighty number of 

recognized award wins. However, this has already earned Evolution the number one position 

in Europe, as well as in North America, with a market share that can hardly be any larger. As 

we also believe it is becoming much harder to improve the classic live casino product further 

in its existing form, we expect its competitors to close in on Evolution Gaming in terms of 

product quality for the classic games. 

 

Evolution has therefore started to improve the existing classic games to offer an enhanced 

and more entertaining game experience, with products such as Lightning Roulette or 

Lightning Dice. These focus on entertainment similar to game shows and high multiplier 

wins, which might attract slot players. They also seem to be very successful, with high lobby 

rankings for both Lightning Roulette and Lightning Dice on Slotcatalog.com5. This is also 

confirmed by the player activity we have seen for these games in our research. We believe the 

development of fresh, new versions of classic games can continue, and the competition is 

lagging far behind here. 

 

  

                                                   
4 Neil Walker at https://www.livecasinocomparer.com/ and additional anonymous experts. 
5 Lightning Roulette and Lightning Dice are Evolution’s highest ranked games. 
https://slotcatalog.com/en/soft/Evolution-Gaming 

https://www.livecasinocomparer.com/
https://slotcatalog.com/en/soft/Evolution-Gaming
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 To expand the revenue base further, Evolution Gaming has expanded its product portfolio 

into a new game concept area called game shows. The first game show product it launched 

was Dream Catcher in 2017. Since then, the group has launched several products in this area. 

Evolution has also taken the opportunity to sign well-known franchises/brands to continue 

building the game show genre, including MONOPLY Live and DEAL or NO Deal. 

 

We believe game shows have considerable potential since they attract a larger audience, 

thanks to an already strong fan base and brand awareness. The Deal or No Deal show had 

10-16 million viewers during its primer season in the US. The show has since been 

relaunched in a handful of formats and in several countries over the years. The Monopoly 

brand is even stronger, with more than an estimated 250 million games sold since its 

establishment in 1935. We don’t have high expectations for these games in the short-term as 

it is a relative new concept for the typical casino audience that the operators are targeting. 

Furthermore, we estimate that game shows only account for a small part of the group’s 

revenues. Nevertheless, there might be long-term potential, in terms of attracting both new 

players and new B2B customers. Given its exclusive rights to these franchises/brands, 

Evolution Gaming can offer truly unique products in this area. 

 

Regardless of whether these game shows become hits or not, we view these moves as proof 

of Evolution Gaming’s eagerness to evolve the live casino product and stay several steps 

ahead of the competition. We consider this a vital core ability that will help the group to 

extend the boundaries of the live casino segment further and to grow its revenues. 

 

The need to attract the younger video generation will increase. We argue that this generation 

finds the classic table games less appealing, further increasing the need to add games with a 

new dimension. Moreover, we believe there is still considerable room for further 

improvements to the existing games, especially different retention tools such as tournaments 

etc.   

Acquisitions and distribution network 

We argue that Evolution Gaming has several opportunities to grow its business based on its 

distribution network. Today, distribution is one of the most desirable assets among content 

providers, and Evolution Gaming has one of the best distribution networks in the industry. 

This strong distribution network should bring major synergy opportunities if Evolution 

Gaming were to acquire another content provider within the gambling segment.  

 

We find the slot vertical particularly interesting as we believe it has started to consolidate and 

because many smaller games studios lack distribution networks. The technical and cost 

synergies might be limited, as the technical structure is quite different, but on agreement and 

account manager levels, there should be sizeable synergy opportunities. Moreover, the 

addition of another casino vertical would further enhance the group’s product offering and 

attractiveness.  

 

Evolution Gaming’s strong financial position and impressive cash flows position it well to 

finance potential acquisitions. We believe the company can become a consolidator in the 

casino vertical thanks to this strong financial position and the synergy opportunities. We also 

believe that Evolution should be able to handle such acquisitions and add further shareholder 

value without losing focus on its core live casino business. 

 

We don’t include any acquisitions in our estimates, but we do add M&A as a potential catalyst 

that can bring additional growth and improve its EPS. 

 

https://www.evolutiongaming.com/our-games/dream-catcher
https://www.evolutiongaming.com/our-games/monopoly-live
https://www.evolutiongaming.com/our-games/deal-or-no-deal-live
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Suppliers Enterprise Value and Sales (2020E)

Source: Bloomberg & Redeye research 
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Partnerships with land-based casinos 

Online casinos have been around for the 

past 20 years, growing rapidly all this 

time. However, we highlight that the 

mega-trend, the online shift, is still in its 

infancy, as illustrated in the graph to the 

right. According to H2GC, online 

penetration in the casino vertical is 

expected to have reached close to 7% in 

2019. Although the growth rate is 

forecast to slow down in the coming 

years, the overall mega-trend should 

continue for many years. 

 

As a result of this, land-based casinos are looking at how to benefit from the online shift. 

They have the brands, the atmosphere, the dealer skills, and often the operating room to 

deliver an attractive product, but they lack the technical skills and the digital reach. Evolution 

Gaming has entered into partnerships to offer its technical solution to several land-based 

casinos. In some markets it’s a regulatory requirement to operate the live casino from a land-

based casino. The revenue stream from these partnerships is most likely very limited at 

present. Given that 93% of the casino GGR is still generated by land-based casinos, however, 

we assume that it will sign more deals with land-based casinos in the coming years.  

Pricing power 

Having the best live casino on the market has its perks for Evolution Gaming: not just lots of 

betting transactions and GGR generated as end-users demand its product, but also the ability 

to compete by quality and therefore negotiate better commissions, i.e. pricing power. 

Increased regulations, with >20% gaming tax on GGR in many countries, have led many 

operators to demand that gaming tax should be deducted from the commission base. 

However, Evolution Gaming seems to be shielded from this development, and we believe this 

is mainly because the operators have no good alternatives. 

Increased competition 

We believe the sight of Evolution’s lucrative business and skyrocketing market cap attracts 

new competitors – both more competitors and larger investments made by existing rivals. 

We also expect that these competitors will be favoured by the operators as Evolution´s live 

casino dominance puts the operators in a poor price negotiation position.  

Existing competitors 

Existing competitors such as NetEnt 

and PlayTech have seen Evolution 

Gaming’s market cap surge past 

theirs thanks to Evolution’s 

explosive development in the live 

casino segment. Both NetEnt and 

PlayTech have made significant 

investments in this segment without 

really being able to match 

Evolution’s performance. Notable is 

also that PlayTech started to offer 

live casino already in 2003, three 

years before Evolution was founded. 

However, Evolution´s 100% focus on 

live casino has paid off. 
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Moreover, we bet that both NetEnt and PlayTech had the opportunity to acquire Evolution 

Gaming before its IPO, when it was just a small player. Today the reverse is true, and 

Evolution Gaming has an enterprise value that is several times larger than PlayTech and 

NetEnt’s, as illustrated in the graph above. This will definitely prompt these two to improve 

their live casino products, and they already regularly launch new live casino products. We 

often hear rumors that the next product from competitors will be the game-changer. So far, 

however, none of these products has been able to match Evolution Gaming’s on all fronts.  

 

NetEnt has made some increased efforts during 2019 under the leadership of Andres Rengifo, 

former Head of International Operations at Evolution Gaming. It has launched several new 

live casino games and has worked with cost-efficient studio operations, largely using green 

screens. Moreover, we have received information that NetEnt is investing in similar studio 

construction as Evolution. PlayTech is also stepping up its game, launching several products, 

including Ultimate Blackjack which is similar to Evolution’s Infinite Blackjack. 

 

Moreover, major players such as IGT or Scientific Games could also enter the live casino 

playing field for real, and they have the financial power to make significant investments. They 

are too far behind at present though and don’t pose a threat in the short term. Genting, which 

is a large land based operator, on the other hand, acquired Authentic Gaming in October and 

through this deal acquires a live casino platform. This deal also highlights the interest and the 

will to invest in the live casino segment. With a strong financial owner, Authentic Gaming 

could become a challenger in the long term. In the short term, however, the company isn´t a 

threat to Evolution. 

 

In addition to these western competitors, there are several large private Asian companies 

delivering strong live casino products, such as Asia Gaming, Asia Live Tech, and Entertasia. 

These Asian competitors could potentially start targeting the European market as well. 

However, we believe it is very unlikely they could challenge Evolution Gaming on its core 

market in the short term. In the long term, however, they could have a negative impact on 

Evolution Gaming’s growth rate in Europe. 

New competitors 

We see less risk that numerous small live casino studios would be spun off from Evolution 

Gaming in the same way that small game studios were spun off from NetEnt. The entry 

barriers for the live casino vertical are much higher than in the game studio vertical. Basically, 

you need to invest much more into hardware and personnel to operate a live casino than to 

operate a game studio. Nevertheless, losing skilled employees with the knowhow to create a 

spin-off is a risk for all companies, even Evolution Gaming.  

Signing new B2B customers 

Signing new B2B customers is essential for Evolution´s business and has been vital for 

Evolution´s market share improvement. The company continues to add important B2B 

agreements with the signing of Flutter Entertainment, one of the largest operators in the 

world with the brands PaddyPower and Betfair, as the best recent example. The deal with 

Flutter Entertainment is major and should be a growth driver in 2020. However, Evolution´s 

distribution network is vast, and the impact of new agreements on the growth rate continues 

to decrease. 

Lock-in effects and switching cost  

Maintaining low customer churn is important for any company. In Evolution Gaming’s case, 

we believe it unlikely that it will lose any of its B2B customers, as the operators can have 

several live casino offerings on their sites. However, many of Evolution Gaming’s customers 

have invested in exclusive and branded tables. We believe this commitment makes it more 

likely that its customers will continue to prioritize Evolution’s products.    
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Brand building B2C 

It is obvious that Evolution Gaming has a strong brand, not only on a B2B level, but also on a 

B2C level. The good user ratings and reviews are evidence of this. End-user approval results 

not only in B2B agreements – as operators realize the end-user demand for Evolution 

Gaming’s products – but also makes it easier for Evolution Gaming to attract players to its 

new products. Such brand recognition is a strong competitive advantage for Evolution 

Gaming when entering into new game genres.   

 

We also believe that the strong B2C brand recognition works as an important moat for 

Evolution. As previously mentioned, we see a potential risk that operators will favor 

Evolution´s competitors as Evolution becomes too dominant within the live casino segment. 

This means that operators will push the competitor's products as long as they offer a close to 

equivalent product. However, we believe it's very unlikely that the operators would completely 

withdraw Evolution´s offering. As a result, and thanks to the strong B2C brand awareness, we 

believe that players would continue to favor Evolution´s products to a large degree. 
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Profit margin development 
In our view, Evolution Gaming has a highly scalable business model, which has resulted in a 

strong improvement in its profit margins over the years. However, we see several factors that 

can impact the profit margin in either direction, and these we investigate more thoroughly 

here. 

 

Scalability  

We believe the most important driver for Evolution Gaming’s profit margin is the scalability of 

its games. Most of its table games offer infinite scalability as there is no limit to the number 

of players who can play at the same table. Blackjack is the main exception, but the company 

has tried to solve this by launching its Infinite Blackjack game. Furthermore, the number of 

exclusive/branded tables also reduces scalability, although Evolution Gaming has 

compensated for this through additional fees. The games in the game show genre all offer 

high scalability as well, which should improve overall scalability for the company.  

 

We believe the increasing number of game show products partly explains the rise in revenues 

per employee shown in the graph below. Another factor we see is the studio expansion, 

especially in the Republic of Georgia, which should have boosted the number of dealers in 

relation to the total number of employees (dealers are direct revenue generators). Moreover, 

we expect increased revenues per employee to continue in the coming years, although at a 

slower pace. 

 

 

 

Personnel expenses 

The graph above also illustrates how personnel expenses per employee have decreased. We 

see several factors behind this, with the expansion of the studio in Georgia being the main 

one. Through its studio in Georgia, Evolution Gaming gains access to low-salary labor. The 

rapid studio expansion also pushes up the number of dealers in relation to the total number 

of employees, which should reduce the average salary per employee. 

 

We expect this trend to be offset by the increasing number of American employees though, 

as well as rapid salary increases in Georgia and Latvia. As illustrated in the following graph, 

both the average salary and the minimum salary in the US (especially New Jersey) are much 

higher than in Latvia and Georgia. We believe average personnel expenses per employee 

should increase as the US expansion continues. 

Evolution Gaming: Average Revenue & Cost per full-time Employee

Source: Evolution Gaming, Redeye Research
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Average salaries are growing rapidly in Latvia (4.1%) and Georgia (6.5%), which should be a 

strong underlying driver of increased average personnel expenses, since the majority of the 

personnel force is based in these countries. The strike in August at the Tbilisi studio, due to 

working environment and salaries, also suggests that the rapid salary increases will continue. 

 

 

 

Other Operating Expenses  

Other operating expenses are indirectly driven by the higher number of employees as a large 

proportion of these expenses are associated with the studios. This is also why other opex per 

employee rose during 2018 after the company expanded to include a studio in Georgia. Other 

opex has since started to decrease, both per employee and in relation to revenues. We believe 

this will continue and that other opex in relation to revenues will remain around 13% in the 

long term. 

 

 

 

Threats and risks 
Human vs. Artificial  

Could future technical solutions such as an artificial dealer in a VR environment replace 

existing live dealers? Using an artificial solution, you could potentially offer players better RTP, 

which should attract many players. Most casino sites already offer most of the live casino 

products as RNG games with decent graphics and the same rules, as well as no human 

errors. The only thing missing is the better RTP and an attractive graphics solution.  

 

However, we believe that human interaction is a vital part of live casino’s success. Players 

want the real deal and we believe the likelihood that this changes is very low, even in the long 

term. 

Salary statistics 

Latvia Rep. Georgia US New Jersey Sweden

Average monthly gross salary (EUR) 1 100 360 4 800 5 000 3 300

Annual salary growth (2018) 4.1% 6.5% 1.2% 3.0% 1.5%

Minimum salary (EUR/Hourly) 3.87 0.16 6.57 9.00 n/a

Source: Statista, Redeye Research

Evolution Gaming: Average Other OpEx per full-time Employee

Source: Evolution Gaming, Redeye Research
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High rollers 

Casino revenues in general, especially from live casino, are largely generated by high rollers, a 

factor that increases volatility and risk. Evolution Gaming’s revenues per bet spot have 

decreased during the last three years, as illustrated in the graph below. We believe one of the 

factors behind this has been less dependency on high rollers. The addition of game shows 

has seemingly attracted other types of players who spend less on gambling. 

 

 

 

Customer dependency  

Evolution Gaming has reduced its dependency on the top 5 customers over the last few 

years, from 47% of revenues in 2016 to 32% in 2018. We view 32% as a healthy level and 

believe its customer dependency risk is low. 

Political and business environmental risks 

The establishment of the Tbilisi studio has been very successful, and this has become a vital 

part of the group’s operations. However, we regard the Caucasus region as somewhat 

unstable, with the Russo-Georgian War in 2008 as an obvious example of this. As a result, we 

appreciate the increased studio diversification elsewhere that we expect will continue in the 

coming years. 

Regulations 

We expect the regulatory trend to continue as several countries regulate their online gambling 

markets in the coming years. This will mean increased gaming tax pressure on profit margins 

and other restrictions that might limit growth opportunities. We also believe the casino 

vertical is more vulnerable to regulations than sports betting. In several cases regulators have 

imposed larger gaming tax rates and further restrictions on the casino vertical. We believe the 

main reason for this is that the casino vertical attracts more problem gamblers than other 

verticals6.  

 

We expect the increased margin pressure on the operators will spill over to the suppliers over 

time. Evolution Gaming has so far been shielded from this development thanks to its strong 

pricing power. In the long term, however, we expect such margin pressures to also affect 

Evolution Gaming. 

                                                   
6 Public Health Agency of Sweden 
https://www.folkhalsomyndigheten.se/contentassets/e2f80df7971e4abfa615a5edcf460897/resultat-
swelogs-2018-2019.pdf 

Evolution Gaming: Revenue per Bet spot & Bet spots

Revenue

Source: Evolution Gaming, Redeye Research
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Evolution Gaming: Financial forecasts 

(EURm) 2016 2017 2018 Q1'19 Q2'19 Q3'19 Q4'19E 2019E Q1'20E Q2'20E Q3'20E Q4'20E 2020E 2021E

Revenue 115 178 245 79.3 85.7 94.7 104.2 364 108.0 116.0 124.2 134.7 483 598

Personnel expenses -53 -72 -98 -29.0 -30.5 -33.7 -36.8 -130 -38.2 -41.1 -43.8 -47.4 -171 -211

Other OpEx -18 -26 -40 -14.3 -12.5 -12.6 -13.7 -53 -14.0 -15.1 -16.0 -17.2 -62 -77

EBITDA 45 81 108 35.9 42.7 48.5 53.8 181 55.7 59.9 64.3 70.1 250 310

EBIT 35 67 89 30.2 36.6 42.0 46.9 156 48.9 53.0 57.5 63.1 223 278

PTP 32 62 83 28.6 34.5 39.8 44.3 147 45.8 49.7 53.9 59.1 208 260

EPS, EUR 0.18 0.35 0.46 0.16 0.19 0.22 0.24 0.81 0.25 0.27 0.30 0.33 1.15 1.43

Growth Y/Y (%) 51% 54% 38% 54% 45% 47% 48% 48% 36% 35% 31% 29% 33% 24%

Growth Q/Q (%) 13% 8% 10% 10% 4% 8% 7% 9%

EPS growth Y/Y (%) 57% 95% 34% 71% 72% 87% 74% 76% 60% 44% 35% 34% 42% 25%

EBITDA (%) 39% 45% 44% 45% 50% 51% 52% 50% 52% 52% 52% 52% 52% 52%

EBIT (%) 30% 38% 36% 38% 43% 44% 45% 43% 45% 46% 46% 47% 46% 46%

Source: Redeye Research

Forecast conclusions and assumptions 

 

Classic games and product improvements  

We see several signs of a coming growth slowdown for the classic live casino games. 

Evolution Gaming is closing in on an 80% share in its core market, Europe. We believe that, 

despite Evolution Gaming’s market-leading live casino product, it will be difficult for its market 

share here to surpass 80%. Moreover, the live casino product has reached the same revenue 

share levels that table games generate as a proportion of land-based casino revenues. We 

believe an online slot should be closer to the real experience of a land-based slot machine 

than live casino should be to the real table games experience at a land-based casino.  

 

As a result, we expect Evolution Gaming’s classic games to grow in line with the underlying 

market in the next few years in Europe. In the long term, we believe increased competition will 

lead to a smaller market share for Evolution Gaming, which implies that its classic games will 

grow more slowly than the underlying market.  

 

We expect a similar development for the North American market, although it should grow 

rapidly in the coming years, thanks to the legalization of the gambling market in the US.  

 

In Asia, we see strong possibilities for Evolution to gain market share in this huge market. As 

a result, we believe Asia will be the main growth driver for Evolution in the coming years 

despite the regulatory uncertainties there. 

 

While we believe the improvement of the classic games, such as Lightning Roulette, has been 

a huge success, it is also cannibalizing the group’s existing classic games. We believe these 

improved versions of the classic games will help Evolution Gaming to maintain its market-

leading position and to extend the live casino market. 
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New products 

Evolution Gaming does not report how large a part of its revenues is generated by new 

games. We believe this is because it is still only a small part of overall revenues. However, the 

game shows genre extends Evolution’s reach by attracting players beyond the live casino 

sub-segment and the casino vertical. It is difficult to say how large this space is but, based on 

the overall interest for game shows, we believe this market can become extensive in the long 

term.  

 

We also believe that Evolution will remain innovative and create new types of games that fit 

its skillset. This is probably the group’s most important skill, the ability to evolve gaming. 

Scalability and margin development 

We expect the trend towards increased revenues per employee to continue as the scalability 

of the table games and game shows reaches its full potential. We also argue that personnel 

expenses per employee should fall further in the coming quarters as the studio in Georgia 

increases in size.  

 

With Evolution’s expansion on the North American market in the coming years, we expect the 

number of dealers there to increase as demand for dealers with local dialects will increase. 

Furthermore, to operate in some of the states, including New Jersey, Evolution Gaming is 

obligated to set up a live casino studio in that state. All in all, we expect the number of more 

expensive employees from OECD countries to increase in the next few years. 

 

In addition, we believe salaries in Latvia and Georgia will continue growing at a rapid pace for 

many years to come. 

 

We expect other opex to decrease during 2020 in relation to revenues owing to business 

scalability and the underlying strong revenue momentum. In the long term, we estimate that 

other opex will remain around an average of 13% in relation to revenues across investment 

cycles. 

 

All in all, we expect the EBIT margin to improve further from the existing levels during the next 

two years, as illustrated in the graph below. However, the main EPS driver will be the top-line 

growth, and beyond 2021we expect the margins to decline. 

 

 

Evolution Gaming: EPS and EBIT margin

Source: Evolution Gaming, Redeye Research
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Evolution Gaming: Base case assumptions (EURm)

Assumptions: 2018-28 2018-21 2021-28 DCF-value

CAGR Sales 18.6% 34.5% 12.4% WACC 8.3%

EBIT margin (avg.) 38.8% 42.9% 37.7% PV of FCF 1950

ROE (avg.) 39% 57% 31% PV of Terminal Value 2818

Terminal EV 4768

Growth of FCF 2.0% Net cash (start of 2019) 78

EBIT margin 31.0% Dividend correction -32

EV/S Exit multiple 4.3x

EV/EBIT Exit multiple 13.7x

DCF-value 4 814

Fair value per share 280

Todays price 287

Potential/Risk -2%

Source: Redeye Research

Valuation  
Redeye wants to understand and value the companies we cover better than anyone else. So 

we’re refining our unique approach to assessing investment cases. Our new rating model 

evaluates companies across as many as 100 criteria. It is ultimately designed to generate 

more appropriate estimations of WACC than traditional financial theory. In Redeye’s view, a 

realistic hands-on approach that combines fundamentals with common sense is called for in 

analyzing small growth stocks. These lack the market visibility and trading liquidity of large-

cap names. Our new model is a bold and important move in Redeye’s pursuit of leadership in 

our sectors. 

 

We derive our fair value from a fundamental DCF framework with three scenarios - Base case 

(most likely), Bear case (pessimistic), and Bull case (optimistic). A central part of the 

valuation is the weighted average cost of capital (WACC). Based on Redeye Rating and the 

debt ratio, we estimate a WACC of 8.3% for Evolution, which we apply in all three scenarios. 

 

Base case 

Summary: 

• Sales CAGR of about 19% in the 2018-2028 period 

• An average EBIT margin of approximately 39% during this period 

• Terminal growth of 2% and terminal EBIT margin of 31% 

• Our base case assumes that within a few years Evolution will struggle to grow its 

classic live casino games faster than the underlying market. The company´s ability 

to develop its products will remain the main long-term growth driver, however, and 

we expect it to outperform the casino market as a result. We also factor in some 

margin pressure over the longer term due to increased competition and gaming 

taxes.  

 

We expect Evolution to maintain its market leadership position as a result of its notable ability 

to improve its products and its skilled management. We also look for the company to 

continue growing rapidly in Asia and North America. Furthermore, in the short term we 

anticipate profit margins improving further due to the scalable business model.  

 

Even so, the company faces some growth challenges with a very large European market 

share in classic games and increased competition. Moreover, we forecast some margin 

pressure in the longer term due to increased competition and gaming taxes.  

 

Our Base case yields a fair value of SEK 280 per share. 
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Peer valuation

SALES CAGR EBIT CAGR

Company EV  (MSEK) 2019E 2020E 2021E 2019E 2020E 2021E 18-21E 18-21E 2019E 2020E 2021E

Peers

Scientific Games 107 503 3.3x 3.2x 3.1x 8.4x 8.1x 7.8x 6% 42% 17% 19% 19%

IGT 103 572 2.3x 2.3x 2.3x 6.5x 6.4x 6.3x 3% 19% 20% 20% 21%

PlayTech 19 126 1.2x 1.2x 1.1x 4.8x 4.8x 4.4x 10% 27% 16% 16% 17%

NetEnt 8 454 4.7x 3.9x 3.6x 9.6x 7.4x 6.8x 10% 12% 31% 34% 36%

Better Collective 4 139 5.8x 4.5x 3.7x 13.8x 10.2x 8.1x 39% 65% 33% 36% 38%

Kambi 3 897 4.1x 3.2x 2.9x 13.2x 9.2x 8.1x 20% 32% 15% 21% 22%

Aspire Global 1 141 0.8x 0.7x 0.6x 4.7x 4.4x 3.8x 22% 7% 14% 13% 13%

Median 8 454 3.3x 3.2x 2.9x 8.4x 7.4x 6.8x 10% 27% 17% 20% 21%

Evolution Gaming 51 213 13.4x 10.1x 8.2x 27.0x 19.5x 15.7x 35% 46% 43% 46% 46%

At Base case 49 929 13.1x 9.8x 8.0x 26.3x 19.0x 15.4x

Source: Bloomberg & Redeye Research

EV/EBITDA EBIT marginEV/Sales

Peer comparison  

Comparison with other suppliers offers little support to the case as it is difficult to find peers 

with the same quality, market position, and growth momentum as Evolution. In our view, the 

closest listed peer is Kambi with high consensus estimates for both sales and EBIT CAGR. 

Although Evolution’s EV/EBITDA multiple is much higher than any peer’s, we regard this as 

appropriate in view of its unique position. 

 

When factoring in the growth rate with a PEG ratio comparison, the attractiveness in the 

Evolution case is more clearly shown, as illustrated in the table below. The PEG ratio is still 

somewhat larger than its peers. However, as previously mentioned, we argue that Evolution´s 

unique position deserves a premium. 

 

 

  

Peer valuation - PEG ratio based on P/E for 2019E

P/E

Company M Cap (MSEK) 2019E 2019E CAGR 19E-21E 2019E CAGR 19E-21E

Peers

PlayTech 14 887 9.1x 0.4x 2.9x 0.3x 1.3x

NetEnt 6 195 12.1x 6.8x 0.8x n.m. 0.6x

Kambi 4 181 39.1x 1.7x 2.1x 6.3x 0.8x

Better Collective 3 714 21.5x 0.3x 0.8x 0.1x 0.6x

Aspire Global 1 284 8.3x 0.2x 0.5x n.m. 0.6x

Median 4 181 12.1x 0.4x 0.8x 0.3x 0.6x

Evolution Gaming 52 630 34.1x 0.7x 1.2x 0.4x 1.0x

At Base case 51 346 33.2x 0.7x 1.2x 0.4x 1.0x

Source: Bloomberg & Redeye Research

PEG based on sales growth PEG based on EPS growth
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Evolution Gaming: Share price & P/E

Source: Bloomberg, Redeye Research
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Share price development 

Evolution’s strong operational performance is reflected in the share’s rally above SEK 280, up 

from the 2015 IPO price of SEK 16 (IPO price 80 SEK before the 5:1 split in 2019). The P/E 

ratio7 has declined steadily since the end of 2015, however. The table below uses the last 

quarter’s earnings times four as the company’s rapid Q/Q growth quickly diluted TTM 

numbers and minimized the seasonality effects.  

 

As illustrated below, the P/E ratio has traded below 25x three times since 2015. The first time, 

in early 2018, was partly due to a negative ABG analysis. The ratio declined further at the end 

of 2018 as a result of the overall index sell-off and during the summer of 2019 due to insider 

sales and the strike in Georgia.  

 

Currently, the P/E ratio is above 30x after a rapid increase from just above 20x last August. 

Nonetheless, we expect earnings ratios to fall as growth declines towards the long-term trend 

in the coming years. Furthermore, the ratio may be close to a nearer-term peak, which may 

increase the risk of a fall in the share as the share becomes sensitive for any negative news.  

 

  

                                                   
7 The P/E ratio mentioned on this page is based on the last reported quarter times four, as the company’s 
rapid Q/Q growth quickly diluted TTM numbers and minimized the seasonality effects. 
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Catalysts 

We see several potential catalysts within the next 12 months that could drive the share price 

closer to the fair value in our bull case scenario. 

• M&A: We believe that Evolution Gaming’s strong financial position and distribution 

network will enable it to make major value-adding acquisitions. 

• Rapid US expansion: Evolution has a very strong market position in the US, where we 

see huge potential for its games. Accordingly, more rapid legalization of gambling in 

more states should benefit the company. 

• New games performance: In our view, investors underestimate the new games’ long-

term potential. As a result, more information about how new games like 

MONOPOLY and DEAL or NO DEAL are performing should boost long-term growth 

expectations. 

• New game verticals: Investors should welcome new games that broaden the 

company´s targetable market. Evolution may reveal some new exciting titles at ICE 

London. 

 

 

Scenarios analysis 

Bull case 

Summary: 

• Sales CAGR of about 23% between 2018 and 2028 

• Average EBIT margin of approximately 43% during the period 

• Terminal growth of 2% and terminal EBIT margin of 37% 

• Our bull case scenario assumes a better market development for live casino. Our 

base case assumption of a growth slowdown in this product is largely based on 

H2GC numbers. However, H2GC has historically underestimated the live casino 

market’s growth. This scenario also includes stronger growth in new markets and 

products as well as stronger long term profit margins and M&As. 

 

Our Bull case yields a fair value of SEK 440 per share. 

 

Bear case 

Summary: 

• Sales CAGR of about 16% between 2018 and 2028 

• Average EBIT margin of approximately 33% during the period 

• Terminal growth of 2% and terminal EBIT margin of 23% 

• Our bear case scenario assumes that the company starts losing market share to 

competitors while the live casino market’s growth slows faster than expected. This 

development is similar to the one experienced by NetEnt over the last four years, 

though in our view Evolution Gaming has stronger moats protecting its business. 

 

Our Bear case yields a fair value of SEK 175 per share. 
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Valuation summary 
Evolution is a market leader and a quality company - a strong long-term case with impressive 

value creation that is likely to continue for many years. Given revenue growth of close to 50% 

and EPS growth of over 70% in recent quarters, together with a strong financial position (net 

debt of EUR 135m), we consider its P/E ratio of around 33x for the 2019 estimates as fair. 

This view is also confirmed by our DCF analysis, which indicates a base case fair value of 

SEK 280 – which is in line with the current share price. 

 

However, Evolution is likely to face some growth challenges in its core markets in the coming 

years, and we expect a decline in its growth rate. The company´s growth drivers have 

previously been increased market share within the rapidly growing live casino segment. Now 

the prospects are more limited for both the market share and live casino growth. Moreover, 

the P/E ratio has increased very rapidly recently. For now, the valuation seems slightly 

stretched, which may increase the likelihood of a short-term setback in the share. As a result, 

we currently see other more attractive investment alternatives within the online gambling 

segment, with Better Collective as one of the best. 

 

 

 

Bear Case 175 SEK Base Case 280 SEK Bull Case 440 SEK 
Sales CAGR of about 16% between 

2018 and 2028   

Average EBIT margin of 

approximately 33% during the period 

Terminal growth of 2% and terminal 

EBIT margin of 23%   

Our bear case scenario assumes 

that the company starts losing 

market share to competitors while 

the live casino market’s growth 

slows faster than expected. This 

development is similar to the one 

experienced by NetEnt over the last 

four years, though in our view 

Evolution Gaming has stronger 

moats protecting its business. 

 

Sales CAGR of about 19% in the 

2018-2028 period   

An average EBIT margin of 

approximately 39% during this 

period   

Terminal growth of 2% and terminal 

EBIT margin of 31%   

Our base case assumes that within 

a few years Evolution will struggle to 

grow its classic live casino games 

faster than the underlying market. 

The company´s ability to develop its 

products will remain the main long-

term growth driver, however, and we 

expect it to outperform the casino 

market as a result. We also factor in 

some margin pressure over the 

longer term due to increased 

competition and gaming taxes. 

 

Sales CAGR of about 23% between 

2018 and 2028   

Average EBIT margin of 

approximately 43% during the period   

Terminal growth of 2% and terminal 

EBIT margin of 37%   

Our bull case scenario assumes a 

better market development for live 

casino. Our base case assumption 

of a growth slowdown in this 

product is largely based on H2GC 

numbers. However, H2GC has 

historically underestimated the live 

casino market’s growth. This 

scenario also includes stronger 

growth in new markets and 

products as well as stronger long 

term profit margin. 

 

 

Evolution Gaming Group: Fair value range

Source: Redeye Research

Last price 287

0 100 200 300 400 500
Bear-case: 175Bear-case: 175 Base-case: 280 Bull-case: 440

https://www.redeye.se/company/better-collective
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Appendix 

History 
2006 

• Evolution Gaming is founded and revolutionises the European live dealer platform 

2007 

• First agreements signed with key operators including Gala Coral, PartyGaming, 

William Hill, Blue Square, Gaming VC, Expekt and VC Bet 

2008 

• Agreement signed with German online sports-betting, poker and casino company 

Bet-at-home.com 

2009 

• State-of-the-art TV production studios in Riga quadruple in size to meet soaring 

customer demand 

• Red and gold VIP studio opens for high rollers 

• Agreements signed with further key operators including 888, SportingBet, 

Ladbrokes, Unibet, Paddy Power and SkyBet 

2010 

• EGR Live Casino Software Supplier Of The Year and Software Rising Star of the Year 

in the inaugural year of these awards 

• Riga studios expanded to 2,000+ square metres enabling Dedicated Tables and 

Environments to be launched by licensees 

2011 

• SKAT-compliant Live Casino solutions developed for top-tier global operators 

launching in Denmark’s re-regulated market 

• Evolution becomes the first online Live Casino provider to be approved by ADM 

(formally known as AAMS) in Italy and the first Live Casino to launch in this market 

• State-of-the-art TV production studios in Riga move to new, larger premises 

2012 

• Mobile gaming launches, extending the gaming floor and enabling intra-resort 

gaming  

• Live Casino Hold’em launches 

• Class 4 Licence awarded by the Malta Gaming Authority (MGA) 

• Lottomatica Vegas Club Live Casino TV show starts live broadcast with live game 

video feeds from our Riga studios 

2013  

• Evolution becomes first Live Casino provider to gain New Jersey Preliminary Waiver 

approval 

• 100th live table opens at our Riga studios, now the largest single-site casino 

operation in Europe  

• Ruleta En Vivo service launches, streaming live from a licensed land-based casino in 

Murcia 
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2014 

• Immersive Roulette named EGR Game of the Year 2014 

• EGR Live Casino Software Supplier Of The Year for the 5th year in a row 

• Live Three Card Poker launches in partnership with SHFL 

• Malta studio opens, complementing our main central studios in Riga 

2015 

• Live Baccarat Squeeze heads Evolution’s all new Baccarat line-up 

• Evolution launches Caribbean Stud Poker 

• Evolution acquires studio building in Riga 

• Dual Play Roulette goes live at Dragonara Casino Malta bringing together land-

based and online casino play 

• Belgium’s A-licence holders go live from Evolution’s new studio at Casino de Spa 

• For the sixth year in a row, Evolution named Live Casino Supplier of the Year in the 

EGR B2B Awards 

• Evolution listed on Nasdaq First North Premier, Stockholm on 20 March 

• Multi-camera Immersive Lite launched at ICE in February 

2016 

• Evolution launches its 7th European studio at Grand Casino, Bucharest, the first fully 

certified Live Casino facility in Romania 

• Dual Play Roulette streaming live from London landmark casinos – The Ritz Club 

and The Hippodrome 

• Evolution named EGR Live Casino Supplier of the Year for the 7th year in a row 

• Evolution celebrates a decade of being ALIVE and pushing the boundaries of Live 

Casino 

• Evolution launches its 6th studio, with Napoleon Games' dedicated Aalst studio go 

live 

2017 

• Evolution Latvia named fastest growing employer in Latvia in the Dienas Bizness 

TOP 500 Awards 

• Dual Play Roulette streaming live at Grosvenor’s Victoria Casino 

• Dream Catcher wins Digital Product of the year at G2E, Las Vegas 

• Evolution installs Dual Play Roulette at Genting's Resorts World, Birmingham 

• Evolution announces new Live Casino studio in Tbilisi, Georgia 

• Evolution listed on Nasdaq Stockholm on 7 June 

• Evolution is EGR Live Casino Supplier of the Year for eighth successive year 

• Evolution adds a Progressive Jumbo 7 Jackpot to Live Casino Hold’em  

• Evolution launches new super-sized lucky wheel Dream Catcher 

• Evolution adds a Progressive Jackpot to its exclusive Live Caribbean Stud Poker 

game 
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2018 

• Evolution wins Innovation in Live Casino for Lightning Roulette at SBC Awards 2018  

• Evolution Gaming acquires Ezugi  

• Evolution’s Lightning Roulette wins Game of the Year at the EGR Operator Awards 

• Evolution launches Infinite Blackjack with unlimited seats for players 

• Evolution’s Lightning Roulette wins Product Innovation of the Year at Global Gaming 

Awards, G2E Las Vegas 

• Evolution launches its 10th Live Casino Studio and the first in the USA, Atlantic City, 

New Jersey 

• Evolution double victory at EGR B2B Awards winning Live Casino Supplier of the 

Year for ninth successive year, and Multi-Channel Supplier of the Year 

• Evolution wins 'Best In-Casino Streaming Live Dealer Provider' at the Live Gaming 

Summit, Barcelona 

• Evolution launches its new state-of-the-art production hub in Tbilisi, Georgia 

• Evolution unveils revolutionary new Lightning Roulette game at ICE 2018 

• Evolution launches its 8th Live Casino studio – and its first major expansion outside 

of Europe – in the New Westminster area of British Columbia, Canada 

• Evolution crowned Casino Content Supplier of the Year at EGR Nordics Awards 

• Evolution launches Live Texas Hold’em Bonus Poker complete with First Five 

Progressive Jackpot 

2019 

• Evolution Gaming secures Pennsylvania Gaming Control Board license 

• Evolution crowned Casino Content Supplier of the Year at the EGR Italy Awards 

• Evolution extends its First Person Gaming range, with First Person Dream Catcher 

and First Person Lightning Roulette 

• Evolution crowned Live Casino Supplier of the Year for tenth year running at the EGR 

B2B Awards 

• Evolution wins Service Provider of the Year Award at the American Gambling 

Awards in New Jersey 

• Evolution extends its Lightning range of games with the launch of Lightning Dice 

• Evolution adds to its Infinite range of games launching Free Bet Blackjack 

• Evolution Gaming extends its Poker range with the launch of Side Bet City and 2 

Hand Casino Hold’em 

• Evolution Gaming launches Deal or No Deal Live, the world’s first 24/7 game show 

• Evolution launches new dice category with Super Sic Bo 

• Evolution launches MONOPOLY Live, bringing the world’s most popular board game 

to Live Casino 

• Evolution crowned Casino Casino Supplier of the Year at the EGR North America 

Awards 

• Evolution’s Dual Play Roulette wins Best UK Table Gaming Product in British Casino 

Awards 

• Evolution crowned Online Casino Supplier of the Year at the Global Gaming Awards 

London 

• Evolution crowned Casino Content Supplier of the Year at the EGR Nordics Awards 
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Management 
Martin Carlesund, Group CEO 

Employed by the group since 2015. Experience: Martin has been CEO of Highlight Media 

Group, Eniro Sverige, Eniro Finland, and 3L System AB. He holds an MSc in finance together 

with courses in computer science, law and mathematics at University of Borås,  Gothenburg 

School of Economics and Linköping University. Other assignments: Martin is Chairman of 

Carlesund Investments & Consulting AB and Sandstjärna Holding. 

 

Jesper von Bahr, Chief Legal and Risk Officer 

Employed by the group since 2011. Experience: Jesper has been a lawyer at Advokatfirman 

Cederquist KB, lawyer/partner at Lofalk Advokatbyrå AB, General Counsel at Rebtel Networks 

and a management consultant at McKinsey & Co. He holds a LLB from Stockholm University 

and has studied at University of California, David. Other assignments: Jesper is a board 

member of Ventilation Holding Sweden AB, Fusilli HoldCo AB, and Paper Street Soap 

Company AB and a deputy board member in Swedish Hasbeens AB and OOF AB. 

 

David Craelius, CTO 

Employed by the group since 2016. Experience: David has been CTO of Klarna, Head of 

Banking at Avanza and CIO of Nordnet. He has studied at Royal Institute of Technology in 

Stockholm. Other assignments: David is a board member of Insicon AB, Hivemind AB, 

Craelius & Hansson AB and Försäkringsbolaget Avanza Pension. 

 

Todd Haushalter, Chief Product Officer and Games Operations 

Employed by the group since 2015. Experience: Todd has been Vice President of Gaming 

Operations at MGM Resorts International, Global Director of Product Development at Shuffle 

Master and Vice President of Business Strategy at Bally Technologies. He holds a MBS from 

University of Nevada, Las Vegas. 

 

Sebastian Johannisson, CCO 

Employed by the group since 2008. Experience: Sebastian has been Head of Account 

Management at Evolution Gaming. He holds a Master of Business Administration from 

Uppsala University. 

 

Jacob Kaplan, CFO 

Employed by the group since 2016. Experience: Jacob has been CFO of Nordnet AB (publ) 

and Vice President, Finance Director at Nasdaq OMX Transaction Services Nordics. He holds 

a MSc in Industrial Engineering and Business Management from the Royal Institute of 

Technology in Stockholm and a BSc in Business Administration from Stockholm University. 

 

Johan Nordström, CEO Evolution Malta 

Experience: Johan has held various leading positions in the EF group, including President 

Asia and European Director. He holds a BSc in Business Administration from Stockholm 

University. 

 

Louise Wiwen-Nilsson, Chief Human Resources Officer 

Employed by the group since 2016. Experience: Louise has held several leading HR positions 

within Viacom/MTV, Nike and Walt Disney. She has a degree in Social and Behavioural 

studies at Lund University. Other assignments: Founder and owner of Strong Brands Sweden 

AB. 
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Olesya Ivanova, COO - Latvia & Romania 

Employed by the group since 2006. Experience: Olesya joined Evolution Gaming as Game 

Presenter and has since then held several positions with managerial responsibilities at the 

Riga production studio. She holds an EMBA from the Stockholm School of Economics in 

Riga.  

 

Board 
Jens von Bahr, Chairman of the Board 

Elected 2015, Chairman since 1 November 2016. xperience: Jens is co-founder of Evolution 

Gaming. Before founding the company, Jens was CEO of Oriflame Sri Lanka. He has also 

started several entrepreneurial companies. Jens holds a BSc in business from Stockholm 

University and an MBA from University of Western College. Other assignments: Jens is a 

Board member in JOvB Investment AB. 

 

Joel Citron 

Elected 2015. Experience: Joel has vast experience from various management positions in 

investment and operating companies in Europe and the US. He holds a B.Sc Business 

Administration and M.A. Economics from University of Southern California. Other 

assignments: Joel is CEO of Tenth Avenue Holdings LLC and Chairman of Tenth Avenue 

Commerce LLC. 

 

Jonas Engwall 

Elected 2015. Experience: Jonas was previously Chairman of Risenta AB. He has also 

founded several entrepreneurial companies, such as Skruf Snus AB. He holds a Master of 

Business Administration from Stockholm School of Economics. Other assignments: Jonas is 

CEO of Knoxville AB. Among other assignments, he is Chairman of ExOpen Systems AB, 

Occasion AB, Takkei Trainingsystems AB and Telefonshoppen Norden AB, and Board 

member in E. Svenssons i Lammhult AB and Loccasion Property Development AB. 

 

Cecilia Lager 

Elected 2017. Experience: Cecilia has vast experience from various senior executive positions 

in the financial sector. Among previous positions she has been Marketing Director of Alecta 

and CEO of SEB Fonder. She has studied Business Administration at Lund University. Other 

assignments: Cecilia is Chairman of Navigera AB and Board member in Elanders AB, 

Greengold Group AB, Altor Fund Manager AB, Collector AB, Capacent Holding AB and 

Clemondo Group AB. 

 

Ian Livingstone 

Elected 2015. Experience: Ian has vast experience from various senior positions in property 

development and retail. Other assignments: Ian is Executive Chairman of London+Regional 

Properties Limited. He also holds various Board assignments within the London + Regional 

Properties group. 

 

Fredrik Österberg 

Elected 2015. Experience: Fredrik is co-founder of Evolution Gaming. Before founding the 

company, Fredrik was CEO of Sportal Nordic. He holds a BSc in Business Administration and 

Economics from Stockholm University. Other assignments: Fredrik is a Board member in 

FROS Ventures AB
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Summary Redeye Rating 
The rating consists of three valuation keys, each constituting an overall assessment of several factors that are rated 

on a scale of 0 to 1 points. The maximum score for a valuation key is 5 points. 

Rating changes in the report 
 

People: 5 

 

We judge management and the board as very capable. They bring solid experience and impressive track records in the industry, 

where several of them have extensive experience. We view the company's communication as transparent and honest. The 

company has a strong ownership structure with the board and the management owning over 15%, which also includes the 

founders — creating strong alignment with minority owners and supporting long-term shareholder value. Furthermore, the 

company has several institutional owners which we view as positive. 

 

Business: 5 

 

Evolution Gaming has an impressive track record with a market-leading position and a wide revenue base with rapid growth in all 

markets. The live casino market is growing rapidly at above 30% a year and Evolution is increasing its market share. The company 

has a scalable business model and reached an EBITDA margin of over 50% in Q3 19. It has defensive moats in both technology 

and organization, which is underscored by larger peers’ lack of competitive products. As a result, Evolution enjoys pricing power 

and an impressive return on capital. 

 

Financials: 4 

 

Evolution Gaming has a strong cash position and very solid cash flow, which supports it taking M&A opportunities. The company 

has an impressive return on both equity and invested capital. We expect that it will maintain strong profit margins and EPS growth 

in the years to come. The company has increased its dividend rapidly without jeopardising its financial position or growth 

possibilities. 
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PROFITABILITY 2017 2018 2019E 2020E 2021E 
ROE 72% 61% 65% 56% 47% 
ROCE 70% 63% 65% 56% 48% 
ROIC 135% 123% 176% 251% 245% 
EBITDA margin 45% 44% 50% 52% 52% 
EBIT margin 38% 36% 43% 46% 46% 
Net margin 35% 34% 40% 43% 43% 

 

Please comment on the changes in Rating factors…… 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INCOME STATEMENT 2017 2018 2019E 2020E 2021E 
Net sales 178 245 364 483 598 
Total operating costs -98 -138 -183 -233 -288 
EBITDA 81 108 181 250 310 
Depreciation 0 0 0 -14 -12 
Amortization -14 -18 -25 -9 -15 
Impairment charges 0 0 0 0 0 
EBIT 67 89 156 223 278 
Share in profits 0 0 0 0 0 
Net financial items 0 0 0 0 0 
Exchange rate dif. 0 0 0 0 0 
Pre-tax profit 67 89 155 222 277 
Tax -5 -6 -8 -14 -18 
Net earnings 62 83 147 209 260 
 

 

BALANCE SHEET 2017 2018 2019E 2020E 2021E 
Assets      
Current assets      
Cash in banks 49 85 214 356 524 
Receivables 39 48 58 80 102 
Inventories 0 0 0 0 0 
Other current assets 30 46 68 90 112 
Current assets 119 179 340 526 737 
Fixed assets      
Tangible assets 29 40 50 48 51 
Associated comp. 0 0 0 0 0 
Investments 0 0 0 0 0 
Goodwill 0 0 15 15 15 
Cap. exp. for dev. 0 0 0 0 0 
O intangible rights 17 21 26 49 66 
O non-current assets 2 1 1 1 1 
Total fixed assets 48 62 108 131 154 
Deferred tax assets 0 0 0 0 0 
Total (assets) 167 241 448 658 892 
Liabilities      
Current liabilities      
Short-term debt 1 1 0 0 0 
Accounts payable 41 60 96 130 155 
O current liabilities 8 12 25 33 41 
Current liabilities 50 73 121 164 196 
Long-term debt 7 6 8 8 8 
O long-term liabilities 0 0 14 14 15 
Convertibles 0 0 0 0 0 
Total Liabilities 57 78 143 186 219 
Deferred tax liab 1 0 0 0 0 
Provisions 0 0 0 0 0 
Shareholders' equity 110 162 289 454 651 
Minority interest (BS) 0 0 0 0 0 
Minority & equity 110 162 289 454 651 
Total liab & SE 167 241 448 658 892 
 

 
FREE CASH FLOW 2017 2018 2019E 2020E 2021E 
Net sales 178 245 364 483 598 
Total operating costs -98 -138 -183 -233 -288 
Depreciations total -14 -18 -25 -27 -32 
EBIT 67 89 156 223 278 
Taxes on EBIT -5 -6 -8 -14 -18 
NOPLAT 62 84 147 209 260 
Depreciation 14 18 25 27 32 
Gross cash flow 76 102 173 236 292 
Change in WC -13 -2 17 -2 -11 
Gross CAPEX -23 -32 -55 -44 -46 
Free cash flow 40 69 134 190 235 
 
CAPITAL STRUCTURE 2017 2018 2019E 2020E 2021E 
Equity ratio 66% 67% 64% 69% 73% 
Debt/equity ratio 7% 4% 8% 6% 4% 
Net debt -42 -78 -190 -331 -495 
Capital employed 68 84 83 106 135 
Capital turnover rate 1.1 1.0 0.8 0.7 0.7 
 
GROWTH 2017 2018 2019E 2020E 2021E 
Sales growth 55% 38% 48% 33% 24% 
EPS growth (adj) 96% 34% 76% 41% 23% 
 

DATA PER SHARE 2017 2018 2019E 2020E 2021E 
EPS 0.35 0.46 0.82 1.15 1.42 
EPS adj 0.35 0.46 0.82 1.15 1.42 
Dividend 0.00 0.18 0.24 0.34 0.50 
Net debt -0.23 -0.44 -1.05 -1.82 -2.70 
Total shares 179.85 179.85 180.35 181.53 183.08 
 
VALUATION 2017 2018 2019E 2020E 2021E 
EV 2,109.2 1,668.8 4,759.3 4,618.9 4,454.5 
P/E 34.6 20.9 33.6 23.9 19.4 
P/E diluted 34.6 20.9 33.6 23.9 19.4 
P/Sales 12.1 7.1 13.6 10.3 8.4 
EV/Sales 11.8 6.8 13.1 9.6 7.5 
EV/EBITDA 26.1 15.5 26.3 18.5 14.4 
EV/EBIT 31.5 18.6 30.6 20.8 16.0 
P/BV 19.6 10.8 17.1 10.9 7.6 

 

SHARE INFORMATION   
Reuters code  EVOG.ST 
List  Nasdaq 
Share price, SEK  287.0 
Total shares, million  181.6 
Market Cap, MSEK  52 100 
   
MANAGEMENT & BOARD   
CEO  Martin Carlesund 
CFO  Jacob Kaplan 
IR  Jacob Kaplan 
Chairman  Jens Von Bahr 
   
FINANCIAL INFORMATION   
   
   
   
   
   
ANALYSTS  Redeye AB 
Jonas Amnesten  Mäster Samuelsgatan 42, 10tr 
jonas.amnesten@redeye.se  111 57 Stockholm 
   
Kristoffer Lindström   
kristoffer.lindström@redeye.se   

 

SHARE PERFORMANCE  GROWTH/YEAR 16/18E 
1 month 12.2 % Net sales 42.8 % 
3 month 49.4 % Operating profit adj 52.5 % 
12 month 163.5 % EPS, just 53.7 % 
Since start of the year 2.5 % Equity 62.1 % 

 SHAREHOLDER STRUCTURE % CAPITAL VOTES 
Richard Livingstone 16.4 % 16.4 % 
Österbahr Ventures AB 15.0 % 15.0 % 
Capital Group 7.9 % 7.9 % 
Swedbank Robur Fonder 5.7 % 5.7 % 
Vanguard 1.9 % 1.9 % 
Norges Bank 1.7 % 1.7 % 
Livförsäkringsbolaget Skandia 1.6 % 1.6 % 
Avanza Pension 1.4 % 1.4 % 
1832 Asset Management 1.3 % 1.3 % 
Henric Wiman 1.3 % 1.3 % 

 

DCF VALUATION    
WACC (%) 8.3 %   
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Redeye Rating and Background Definitions 
Company Quality 

Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These 

are the building blocks that enable a company to deliver sustained operational outperformance and attractive long-

term earnings growth. 

 

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely 

accepted and tested investment criteria and used by demonstrably successful investors and investment firms. Each 

sub-category may also include a complementary check that provides additional information to assist with 

investment decision-making. 

 

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for 

each sub-category. The overall score for a category is the average of all sub-category scores, based on a scale that 

ranges from 0 to 5 rounded up to the nearest whole number. The overall score for each category is then used to 

generate the size of the bar in the Company Quality graphic. 

 

People 

At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business 

is a significant part of understanding the long-term drive of the company. It all comes down to doing business with 

people you trust, or at least avoiding dealing with people of questionable character. 

The People rating is based on quantitative scores in seven categories:  

• Passion, Execution, Capital Allocation, Communication, Compensation, Ownership, and Board. 

 

Business 

If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage 

customers, create value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing 

the business model inside out will provide you some level of certainty and reduce the risk when you buy a stock. 

The Business rating is based on quantitative scores grouped into five sub-categories:  

• Business Scalability, Market Structure, Value Proposition, Economic Moat, and Operational Risks. 

 

Financials 

Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the 

financial soundness of a business. Also, these ratios are key factors that will impact a company’s financial 

performance and valuation. However, you only need a few to determine whether a company is financially strong or 

weak. 

The Financial rating is based on quantitative scores that are grouped into five separate categories:  

• Earnings Power, Profit Margin, Growth Rate, Financial Health, and Earnings Quality.
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Disclaimer 
Important information  
Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies in the Nordic 
region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate Finance, equity research and 
investor relations. Our strengths are our award-winning research department, experienced advisers, a unique investor network, and the powerful 
distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Swedish Financial 
Supervisory Authority. 
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial instruments, 
prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial instruments on behalf 
of clients, place financial instruments without position taking, provide corporate advice and services within mergers and acquisition, provide services 
in conjunction with the provision of guarantees regarding financial instruments and to operate as a Certified Advisory business (ancillary 
authorization). 
 
Limitation of liability  
This document was prepared for information purposes for general distribution and is not intended to be advisory. The information contained in this 
analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the information. The forward-looking 
information in the analysis is based on subjective assessments about the future, which constitutes a factor of uncertainty. Redeye cannot guarantee 
that forecasts and forward-looking statements will materialize. Investors shall conduct all investment decisions independently. This analysis is 
intended to be one of a number of tools that can be used in making an investment decision. All investors are therefore encouraged to supplement 
this information with additional relevant data and to consult a financial advisor prior to an investment decision. Accordingly, Redeye accepts no 
liability for any loss or damage resulting from the use of this analysis. 
 
Potential conflict of interest  
Redeye’s research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure the 
objectivity and independence of its analysts. The following applies: 

• For companies that are the subject of Redeye’s research analysis, the applicable rules include those established by the Swedish Financial 
Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore, Redeye employees 
are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its analysis plus one trading 
day after this date. 

• An analyst may not engage in corporate finance transactions without the express approval of management and may not receive any 
remuneration directly linked to such transactions. 

• Redeye may carry out an analysis upon commission or in exchange for payment from the company that is the subject of the analysis, or 
from an underwriting institution in conjunction with a merger and acquisition (M&A) deal, new share issue or a public listing. Readers of 
these reports should assume that Redeye may have received or will receive remuneration from the company/companies cited in the report 
for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not dependent on the content of 
the analysis.  

 
Redeye’s research coverage 
Redeye’s research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time. Unless 
otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for example in the event of 
significant changes in market conditions or events related to the issuer/the financial instrument. 
 
Recommendation structure 
Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary analysis and rating 
model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an independent assessment of the company 
in question, its opportunities, risks, etc. The purpose is to provide an objective and professional set of data for owners and investors to use in their 
decision-making.  
 
 
Redeye Rating (2020-01-07) 
 

Duplication and distribution 
This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed to physical 
or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable laws or other 
regulations. 
Copyright Redeye AB. 
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5p 12 12 3 
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