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Redeye initiates coverage of Carasent, the Norwegian holding company of the electronic
medical record (EMR) developer Evimeria. This emerging compounder offers an attractive
growth play on healthcare digitization with notable protection from its strong moats. Nearterm catalysts include expansion to neighboring countries.
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Carasent gives investors access to Evimeria, a fast-growing software as a service (SaaS)
company with a net retention rate of 115%. As the company charges for “production,” it
grows organically with the installed customer base. Evimeria has the market’s largest
integrated service offering, making the business model sticky – as its <1% churn proves.
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Evimeria has substantial headroom to grow by: i) continuing to win market share in Sweden
and becoming the dominant player, ii) launching its Webdoc EMR platform in neighboring
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countries, iii) moving into adjacent segments such as dental care and veterinary services,
and iv) developing more integrated services. We project a revenue growth of ~26% CAGR
out to 2030 and an operating margin expansion to 35-40% by the late 2020s. We forecast
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EPS of NOK 0.4 in 2021.
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Political risks looming
People
Business
Evimeria operates in a single country and in a politically sensitive market. As around 90% of
the customers are tax-funded, it could be hurt by restrictive legislation on for-profit
healthcare. It is also vulnerable to regionally procured EMR systems being enforced on all
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healthcare clinics in the area. We believe these risks are manageable but could nonetheless
cause temporary churn bumps.
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75% upside potential
We argue that Carasent is a good “coffee can investment,” where time is on the business’s
side. Webdoc is not only scalable but also adaptable to adjacent segments and countries.
Yet, we believe investors underestimate the long growth runaway and reinvestment
opportunities, focusing too narrowly on current multiples rather than the impact of longterm compounding.
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We estimate sales of SEK 17m and an EBIT of just over SEK 4m in Q3’20 for Evimeria.
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Investment Case
Emerging compounder1
We believe Evimeria’s Webdoc ecosystem is a cut above the competition, and investors will
be reminded of the qualitative aspects in every quarterly report. With >90% recurring revenue,
almost no customer churn, and excellent growth prospects, Evimeria is set to compound
heavily in the coming years.
Successful compounders always look expensive on current multiples. But we do not think
that investors should be too narrow when looking at Carasent. Instead, we believe that a
steady growth, accompanied by marginal expansion, will elevate the share well above today’s
levels. The management is building a company for the long-term that can handle revenues
above NOK 1bn a year.
Large reinvestment opportunities
Carasent can expand in three dimensions: geographically, segmentally, and through new
products/services. The three dimensions present great reinvestment opportunities to
attractive incremental returns on capital, allowing Carasent (either through Evimeria or
another subsidiary) to accomplish long-term, sustainable growth. It is often an overlooked
blessing to have clear reinvestment opportunities without tampering with profitability.
Digitization & demographic tailwinds
Evimeria’s revenue-share model and integrated service offering are potent tools when the
customers are in a growing market. With a rising aging population, increased outpatient
healthcare, and a hard-pressed public sector with long waiting lines, private healthcare clinics
play an ever-increasing important role. Evimeria is helping the clinics remove administrative
bottlenecks, with digitized integrated services and a slick EMR system, which frees up time
and allows caregivers to focus on the patients.
Fleet-footed
Carasent is owner-operated and all the senior managers own a significant number of shares.
The entrepreneurial spirit and the fleet-footed organizational structure allow them to adapt
and thrive in an ever-changing market. Carasent is a visionary company and the successful
(and distinctive) business proposal vouch for it.

Counter-thesis
Political risks
Evimeria operates in a single country and in a politically sensitive industry. A few regional
councils do not allow more than one publicly procured EMR system and are effectively
shutting out smaller providers, including Evimeria. If the notion of “one region, one EMR
system” would take hold among local politicians, Evimeria could see its total addressable
market shrink considerably.
Profits in the welfare sector has been a hot political topic, and given that 90% of Evimeria’s
customers are tax-funded, it is also a hot topic for Carasent’s shareholders. If legislatures
were to hinder for-profit companies to act ordinarily, it would hurt Evimeria indirectly.

We define compounders as companies with high quality, franchise businesses that can reinvest at high incremental
returns on capital and thereby grow for a long time.
1
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We have been in contact with officials in every region and left with the impression of a quite
stable market, with the exceptions of Västra Götaland and Skåne. Regional procurements will
always be of great interest – and we will closely monitor the Stockholm procurement.
The question of profits in the welfare sector was buried after the January Agreement, when
the Social Democrats sought support from the Liberals and the Centre Party. Even if the
rhetoric could flame up again when the general election approaches, we think the words will
be fierier than the actions.
Heightened competition
Competitors could start copying Evimeria’s successful strategy and invite third-party
integrators to their EMR platforms and create ecosystems. In Sweden, we do not see any
trend in that direction, but in the neighboring countries, some companies pursue a similar
strategy.
Butchered acquisition
Carasent is seeking to acquire a company in either Norway or Sweden with the newly raised
capital. Even though acquisitions can be value-adding, they can also add complexity and steal
the management’s attention. Price and execution matter.
Chairman Johan Lindqvist is a seasoned investor that has done it before. His experience will
be of great help when acquiring and make sure that Carasent does not bite off more than it
can chew. Acquisitions must meet his hurdle rate.

Catalysts
M&A
Carasent has identified M&A targets in all three growth dimensions: geographical, segmental
and in adjacent product/service areas. We believe the net proceeds from the rights issue in
September may be put into use in the near-term. We think that Carasent will either look for a
Norwegian company to scale up the geographical expansion or acquire a Swedish software
company working in an adjacent segment.
Norwegian expansion
Norway is the next logical step for Carasent’s geographical expansion and the Webdoc
system is ready to launch in the neighboring country. We see Norway as an important
contributor to the number of newly added clinics per week going forward. It would widen the
potential funneling of clinics in need of changing an old EMR system considerably.
Stockholm regional EMR system procurement
Stockholm regional council’s procurement of a new public EMR system will serve as a
powerful catalyst for Carasent in either direction. If the region would stay open for business
or even loosening up on certain restrictions, Evimeria would find plenty of growth. If the
reverse happened, Evimeria’s total addressable market would face a severe hit.
Stable quarterly reports
We believe that every quarterly report, showing stable profitable growth, will solidify
Carasent’s reputation as a qualitative investment. Compounders have time on their side.
4
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A Short Introduction
Carasent is a Norwegian investment management company with a special focus on e-health
solutions. The company has a single operating asset: Evimeria EMR AB, a software as a
service (SaaS) company selling an electronic medical record (EMR) system and integrated
services (partly from third-party developers) to customers in the Swedish private healthcare
sector. Evimeria, founded in 2006, is based in Gothenburg and has some 60 employees.
Carasent, previously named Apptix ASA, was spun-off from TeleComputing ASA in 1997.
Apptix ASA operated in the US through a subsidiary, Apptix Inc, as an application service
provider. In 2015, the US subsidiary was sold to GoDaddy Inc, in a USD 22.5m cash deal.
Apptix ASA announced a large dividend and remained listed on Oslo Børs without any
ongoing operations.
In spring 2018, Carasent acquired for NOK 75m, with a combination of cash and shares. The
deal made Evimeria’s management large shareholders in Carasent.
Carasent is being used as an investment vehicle for two reasons: i) the company was already
listed and Evimeria could thus tap the public market for capital and ii) Carasent has a tax loss
carryforward of just over NOK 200m that can be used when expanding into Norway.

5
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Q3’20 Preview
We believe Evimeria will continue its strong growth trajectory and net around SEK 17m in
sales for Q3’20 when it reports on 22 October. Invoiced Webdoc licenses (contract liabilities)
will also be important in determining the growth momentum.
Evimeria's customers have been somewhat affected by the COVID-19 pandemic, although,
sales were stable in Q2'20. Additionally, we believe that the public's regained movement could
positively affect some customer groups, such as specialists and paramedics, because more
people might seek non-emergency care now that the initial fear of the virus has diminished. A
severe second wave of the virus could stop that, however.
Our focus will be on the clinics recently added to Evimeria’s system and whether the trend is
starting to pick up pace again. We estimate that 22 new clinics were added in Q3’20, which
translates into 1.7 new clinics per week.
Evimeria is still investing heavily and we believe its EBIT margin will remain at last year’s level
of ~25%. Management still has its foot on the accelerator and is seeking higher growth rather
than maximizing profits.
Evimeria - Q3 preview - forecasted in SEK and IFRS

Net Sales
Grow th YoY

EBIT
EBIT margin
Source: Carasent, Redeye Research

2019
51,4
38%

Q1'20
15,9
35%

Q2'20
16,4
35%

Q3'20E
16,9
35%

Q4'20E
17,7
20%

2020E
66,9
30%

13,0
25%

3,7
23%

4,0
24%

4,3
25%

4,8
27%

16,8
25%
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Q2’20 and the Directed Rights Issue
The second quarter
Carasent reported a stable second quarter for 2020, in spite of the COVID-19 pandemic. While
physical visits almost halved at the beginning of the quarter, e-visits increased. Towards the
end of the period, the segment's activity started to normalize and was around 85% of the
normal level. Many of Evimeria's customers are being compensated for the number of listed
patients rather than physical visits, which has acted as a stabilizing factor.
Evimeria’s revenues were SEK 16.4m, for Q2’20, up by 35% y/y (from around SEK 12.2m in
Q2’19, converted to reporting under IFRS). Last year, Evimeria reported in Swedish GAAP (K2)
and so the K2 revenues of SEK 14.8m in the Q2’19 report are not directly comparable with the
IFRS numbers of Q2’20. IFRS 15 accounts for Evimeria’s subscription revenues when
delivered monthly rather than when the contract/new subscription period is signed (as in K2),
which delays the recognition.

QUARTERLY REVENUES (IN THOUSAND SEK AND IFRS ADJUSTED)
Webdoc

Integrated services

Consulting

20000

15000
10000
5000

0

Source: Carasent, Redeye Research

The EBIT margin of 24% was strong and encouraging since Evimeria has recruited many new
employees in 2020. The company reached a new “plateau of profitability” in 2019, and
operating profits have remained elevated this year.
20 new clinics were signed during Q2’20, mostly smaller individual clinics primarily with
digital and remote sales and start-up interactions. Evimeria had a more challenging time
selling to larger clinics, where the sales process is often long and requires face-to-face
interaction. The COVID-19 pandemic has delayed new clinic signings in customer segments
such as primary care.
The 20 newly signed clinics translate into 1.5 clinics per week (meeting Evimeria’s goal of 1.5
or more). Although COVID-19 affected the sales organization to a certain degree, the quarter's
net customer intake continued the two-year trend. The ratio has been moving sideways for
some time, and we have not yet seen the upward trend shift that we anticipate. Evidence of
customer intake scalability is essential to our base case. Evimeria ended the quarter with 447
active clinics, representing a >90% recurring revenue stream.
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PACE OF NEWLY ADDED CLINICS (QUARTERLY BASIS)
Number of new clinics/week
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Source: Carasent, Redeye Research

Carasent's income statement included expenses of NOK 7.2m for changes in the fair value of
previously issued stock options. As the stock options are synthetic, Carasent must estimate
and revalue the options every quarter and report the gain or loss in its income statement.
These expenses are a direct consequence of the remarkable share price performance so far
this year. When exercised, the board has the right to pay the option-holder cash rather than
issue shares. The options can be exercised in late 2022 and are in the money at this time (the
strike price is NOK 14,47). We calculate a dilution of 2 million shares in our valuation and
ignore the income statement's option expenses. We also add around NOK 29m to the
balance sheet for 2022.
Lastly, the Norwegian expansion will launch no earlier than 2021 as Evimeria is focusing on
accelerating the digital growth in Sweden.
The directed rights issue
Carasent raised NOK 286.5m in a directed rights issue in September 2020. The discount of a
mere 5%, at the price of NOK 23.5 per share, indicates strong investor interest. We do not
know the names of the takers, except for the senior managers, but we believe institutions
could well be among them. Small cap fund Consensus invested earlier this year, signaling
that high-quality investors of size have started to take notice of the EMR developer.
Chairman Johan Lindqvist said that Carasent would only take in external money if it had a
“hell of a plan.” We think the capital is earmarked for acquisitions and expect one in the nearterm. This would most likely be a Norwegian company, to spur the geographical expansion,
but we could also see an acquisition of a Swedish company in an adjacent segment or a
software developer already integrated into the Webdoc platform.
We find the size of the rights issue motivating as well, showing Carasent’s recent meteoric
rise. At the beginning of 2020, Carasent’s market capitalization was about NOK 400m.
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Share Price Development
Carasent bought Evimeria EMR AB in May 2018 for NOK 75m, paid with a combination of
shares and cash. The share price jumped initially after the acquisition but started to slip soon
after the sugar rush ended. Following a few strong quarters and signs of scalability, the
market “re-discovered” the odd Norwegian holding company with the Swedish golden goose.
The stock has performed exceptionally well since early 2019, thanks to a mixture of
expanding multiples and excellent business execution.

CARASENT'S SHARE PRICE (NOK)
Rights issue with
NOK 286.5m in gross
proceeds

Carasent

30

25
COVID-19 pandemic

20

Carasent acquires
Evimeria EMR AB

Stock market sentiment
shifts after Evimeria shows
strong scalability (EBITDA
significantly higher)

Doktor.se becomes a
customer. Stock market
recognition grows
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0
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Source: Bloomberg, Redeye Research
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Offering and Business Strategy
Evimeria is a SaaS company selling an EMR system and integrated services (partly from
third-party developers) to customers in the Swedish private healthcare sector. The EMR
system is mission-critical for the healthcare clinics; it compiles all the information about the
patients. It is also the main working tool for the clinics’ employees. Usually, an EMR system is
in place for about 10-15 years before being replaced.

Creating an EMR system takes time, and the product is complex owing to all the expected
features. Strong organizational and juridical capabilities are required to deliver such systems.
EMR providers in Sweden must also be integrated into various national systems. A single
integration could cost SEK 250 000 in startup fees, followed by annual subscriptions of SEK
100 000. It is, therefore, hard for small startups to compete successfully.
Nonetheless, competitors can copy new features of Evimeria’s system and launch look-a-like
programs. We consider Evimeria a soon-to-be market leader, and leadership means
becoming the benchmark for others. However, Evimeria has shrewdly built its business
around several competitive advantages, making it stickier for customers and harder for even
competitors to challenge. “Great” is often a collection of very small things, something
Evimeria has understood.

WEBDOC - THE ELECTRONIC MEDICAL RECORD SYSTEM

Source: Evimeria, Redeye Research
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EVIMERIA'S ADVANTAGES

Source: Carasent, Redeye Research

Webdoc
Webdoc is the name of Evimeria’s EMR system and the heart of its business. The EMR
system has several competitive advantages. First and foremost, the system is up-to-date,
intuitive, and user-friendly, making it time-efficient for a healthcare sector that is under strain
from administrative bottlenecks.
Second, the Webdoc software is cloud-based and sold as a service. Installation is
straightforward, and the startup process is free from any large upfront fees. Consequently,
almost 60-70% of all sales efforts and implementations are conducted remotely via video.
The software is scalable and regularly updated.
A third reason why customers choose Webdoc is because of the on-demand-contracts.
Clinics pay for what they “produce,” which loosely translates into the number of patients they
care for. The revenue-share model releases the healthcare clinics from inflexible long-term
contracts that usually charge for the number of users in the system or apply an annual
license plus support fees. Today, Evimeria is the only player in the Swedish market offering
this way of paying. It is worth noting that many smaller healthcare clinics have chosen
Evimeria because of the low initial investment requirement to start up the business.
Moreover, in a sector where consultant doctors and nurses are common, Webdoc eliminates
the strain of having to pay for every user.
A fourth advantage is Evimeria’s strict focus on the private healthcare sector. Unlike many
competitors, which serve both public and private health care systems, as well as other nonrelated industries, Evimeria is solely focused on the private sector’s needs. 90% of the new
functions come directly from recommendations of care providers themselves.
Lastly, Evimeria offers a full-scale solution through its Webdoc system and integrated
services, making it a one-stop-shop provider of the software that a healthcare clinic needs to
operate. Webdoc works as a seamless platform for customers to add or remove add-ons.
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ACTIVE AND NEWLY SIGNED CLINICS (QUARTERLY)
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Source: Carasent, Redeye Research

Integrated services
Webdoc customers are offered a wide range of integrated services, making the EMR system
a single point of contact. Webdoc is the critical system, and by adding and removing options,
customers can create their own end-to-end solution that covers all clinical administrative and
business-related functions needed to operate a modern care facility. The system offers more
than 70 integrated services to choose between in Sweden, including billing programs, checkin terminals, digital dictation, wellness reports, and safe video meetings. Webdoc is becoming
a platform from which customers can buy add-ons. In a way, it is a classic business model
where cross-selling and up-selling are made available to a “captured” customer base. The
Vårdrummet add-on, for example, has seven price points, depending on the number of
features required.

VÅRDRUMMET - PROPRIETARY DEVELOPED ADD-ON

Source: Evimeria, Redeye Research

Webdoc is also linked to Inera’s Swedish national integrations, such as eHälsomyndigheten,
NPÖ, 1177 Journalen, Webcert, and E-frikort. These integrations are vital and ensure efficient
communication with pharmacies, other private healthcare units, the public healthcare sector,
and government agencies. This also increases patient healthcare transparency and is
necessary to approach certain customer groups, such as primary care.
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Most of the niche services have been developed by specialized software companies, staffed
by only a couple of employees. By cooperating with Evimeria, these companies gain a few
major advantages, the most important of which is access to Webdoc. The EMR system
provides all the patient information, and the healthcare facility workflow data. The value of
the add-ons increases significantly if they are integrated into the EMR system, as they are
built to aid and support different parts of the patient journey and the care facility operation.
External developers work in an uphill environment without critical information. The software
companies also gain access to Evimeria’s growing customer base, which reduces the need
for an expensive salesforce. It is also worth mentioning that Evimeria helps third-party
developers to integrate their services into Webdoc for free and puts considerable effort into
ensuring that the integrations work seamlessly with the EMR system.

INTEGRATORS & INTEGRATIONS

Source: Evimeria

Evimeria, in turn, gains from having the market's largest selection of integrated services,
giving its customers the freedom to customize their software needs. Evimeria develops its
own add-on services as well, such as Vårdrummet, a secure chat and video service that
allows clinics to interact with patients remotely. The internal competition between Evimeria's
proprietary add-ons and the third-party add-ons is a balancing act, but at present, the
company seems to favor the "more is better” approach. When customers sign up for more
integrations, the whole business proposal's stickiness increases, which is visible in Evimeria's
low revenue churn numbers (historically below 1%). Moreover, the previous churn numbers
are before cross-selling and up-selling, and the real revenue churn is negative owing to
Evimeria’s strategy. On top of all these benefits, Evimeria gains from extra add-on revenues
and positive word-of-mouth spread in the market by third-party developers to potential new
customers.
Evimeria works with add-on creators in three different ways. It acts as a reseller, buying the
service at a given purchase price and offers it, via its Webdoc system, to customers at a
slightly higher price point. Evimeria also works with kickback agreements and integration
licenses (where the third-party developer gets an API). Carasent does not report the
integrated services’ gross margin separately, but they are around 55%. The spread is large,
with some integrated services at a gross margin of 80% and some at only 20%.

Consulting
The business's consulting arm (around 10% of revenues) consists of implementations and
education. Since Webdoc is cloud-based, implementation is straightforward, and the lead
time is only a matter of seconds after a few keystrokes. When installing Webdoc, Evimeria
adapts the program to be compatible with the region’s reimbursement system.
Customers pay a small installation fee. The lion's share of consulting, however, involves
education about the EMR system. Typically, a newly signed clinic has the Webdoc system
fully up and running in about 4-6 weeks.
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Four people work in the delivery (consulting) area of Evimeria, and the revenues here are a
good leading indicator of how much the company has sold during a quarter. Around 60-70%
of the sales efforts, deliveries and education are made via video communication. Evimeria
works with strict cost control in mind. While some larger clinics with complex structures need
feet on the ground, most smaller clinics do not. It simply would not be cost-effective for a
delivery team to fly in and install the system at a small clinic in northern Sweden, for example,
when the setup can easily to be implemented at a distance.

Contracts and churn
Evimeria's management has repeatedly said that even if no new customers were added, the
company would still be able to grow revenues by about 8-9% a year. The numbers tell an even
brighter story, net retention was 118% in Q2'19 and 115% in Q2'20. On top of that, Evimeria
does not suffer from the all too common cash flow trough of many fast-growing SaaS
companies.

THE CASH FLOW TROUGH OF FAST GROWING SaaS BUSINESSES
Cumulative cash flow

Source: Redeye Research

CARASENT'S OPERATING CASH FLOW WITH HIGHER GROWTH
Cumulative cash flow

Source: Redeye Research

Evimeria's customers prepay three months in advance, based on historical production. The
prepayments are adjusted continuously to match real output. This payment method creates
an interesting side effect that is unusual for fast-growing SaaS companies, cash flows
improve with higher growth. The adding of customers leads to more negative working capital,
which creates room for further investments.
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Low customer acquisition costs
Customer acquisition costs are low, as we have briefly touched upon. The sales and delivery
team take care of incoming requests, and most of their work is done via video (60-70%).
Management says that customer acquisition cost figures would look ridiculous because the
payback time is close to zero.
More than 90% of the revenues are recurring, and nearly all the manpower is directed towards
support and development of the EMR system and add-ons. The sales strategy is to be
available and visible when clinics need a new EMR system – to be top of mind. Before the
COVID-19 pandemic, Evimeria used to visit industry fairs such as Vitalis and HIMSS. Trying to
push EMR systems on to clinics has not worked well in the past, but its focus on
support/customer service, with updates every third week, is also a type of sales effort. Many
people working in support at Evimeria have healthcare experience themselves and are fully
aware of the daily challenges that Webdoc users face. When speaking to competitors, they all
stress support as a critical factor.
Evimeria has built up goodwill in the industry and many customers and third-party developers
recommend Webdoc and its integrated services to new clinics. This jungle drum is powerful
since it typically does not stifle competition among the clinics. Sales by referrals are central
to the business and lower the customer acquisition costs even further.

WEBDOC'S ECOSYSTEM OF INTEGRATED SERVICES

Source: Evimeria, Redeye Research

Expansion revenues
90% recurring revenues and minuscule churn form a rock-solid base for Evimeria. On top of
that, its contracts have some clever features allowing the company to move forward even
when “standing still.”
First and foremost, since Evimeria charges for production, it grows organically with its
installed customer base. The clinics grow by around 3% per year. This also incentivizes
smaller and newly started clinics to work with Webdoc because of the low initial investment
requirement. The business model allows customers to pay only for what they use and to
15
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increase or decrease their “consumption” at any time (as with the electric grid). This
eliminates a large fixed-cost overhang. Evimeria also gains an option on the clinic’s future at
the same time. CEO Dennis Höjer mentioned a customer who had started a small orthopedic
clinic and grown it to 35 employees over the years. Such entrepreneurs as customers
highlight the power of Evimeria’s revenue-share model.
Moreover, the contracts have a built-in price mechanism, with an annual 3% increase. This
combined with churn of less than 1%, is nothing less than outstanding. We would also like to
add that it is nearly impossible to implement a similar price mechanism subsequently to
contracts. When it is in place from the start, however, customers feel they are getting value
and accept the increase without any fuss.
The last part of the negative churn story is the digitization trend in the private healthcare
industry. Cost reduction, paper minimization, speed, accessibility, and so forth are factors
that push clinics to adopt more software in their daily operations. Both patients and
employees press for this. Evimeria can use Webdoc and cross-sell and up-sell integrated and
trusted add-ons to its customers. Digitization growth is around 3% annually, but Evimeria’s
strategy captures more growth in this segment than the market as a whole.
The low churn, combined with revenue-sharing, price mechanism, and digitization, generates
a strong negative churn that can continue for a long time. We believe investors currently
underestimate the power of such negative churn and will be surprised again and again when
the growth is maintained.
AVERAGE ANNUAL CHURN IN DIFFERENT INDUSTRIES AND SEGMENTS
9,61%

10,54%

10,01%

9,62%
7,49%

4,79%

5,23%

6,25%

7,55%

5,88%

Source: ProfitWell, Redeye Research

Investors should know that revenue churn of less than 1% is hard to maintain and that 3%
(which is still very good) is a more sustainable long-term number. In general, B2B and higher
average revenue per customer (ARPC) correlate with less churn. The graph above illustrates
the different churn rates in various industries in comparison to the average SaaS business.
Potential churn bump
We would also like to point out that Evimeria might lose its primary care segment in Västra
Götaland regional council because of new procurement. Evimeria’s primary care customer
base is centered around Stockholm and Västra Götaland regional councils.
New procurement with Cerner in Västra Götaland will force all LOV clinics (mainly primary
care) and LOU clinics (mostly specialists), to use the public EMR system from 2022-2023. We
do not know how many of Evimeria’s primary care customers operate in Västra Götaland
compared with Stockholm, but counting conservatively and using a 50/50 split, Evimeria
could stand to lose around SEK 6m (or slightly more than 10% of 2019 revenues).
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These political decisions create a temporary churn bump, but this should not be exaggerated.
We do pencil in the expected churn bump in 2022-2023, though. We will discuss
procurements in greater detail in the section about political risks.
We believe Evimeria has a first-class business model that will, if given time, produce great
results for long-term investors. With such quality in place, every quarterly report should offer
a step forward, and when any doubt arises, it will most likely be directed towards the share
price in relation to value, rather than the business itself.
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People and Owners
CEO Dennis Höjer joined Evimeria (then Atlan AB) in May 2013 to sell Webdoc systems from
the Stockholm office. He has since served in a broad range of roles within the company, from
commercial (pricing, sales strategy, marketing, new business areas), and support to
contractual responsibilities and product development/management. He became CEO in
2018. Mr Höjer is also one of the company’s largest owners, holding 8.3% of the capital. He
has dedicated a large portion of his working life to Evimeria and has built a fast-growing and
profitable business together with the rest of the team.
We argue that Mr Höjer’s track record suggests good business acumen. He is responsible for
turning Webdoc into a platform and for the price mechanism in the contracts, to name a
couple of his impactful decisions. We have the impression that he is very passionate and
knowledgeable about the EMR industry.
Chairman Johan Lindqvist has been the external face of the company, a role that we believe
Dennis Höjer will take on as time passes. Mr Lindqvist is a seasoned investor in the IT, cloud,
and healthcare segments, and he has served as CEO at numerous companies, including
Advance AB and TeleComputing (today Visolit). We consider him an experienced capital
allocator. Like most of senior management, Mr Lindqvist is a large shareholder, holding 5.7%
of the capital.
Other management team members include Niclas Hugosson, the founder of Evimeria, and
Jesper Jannerberg, CEO of Carasent. Mr Hugosson works as a business developer at
Evimeria and sits on the board of directors. He founded the company in 2006, after his father,
a physician at the urology unit at Carlanderska Hospital, complained about the slow IT
systems.
Jesper Jannerberg is the former CEO of Evimeria and the current CEO of Carasent. Like
Dennis and Johan Lindqvist, he previously worked at TeleComputing and has a deep
knowledge of the industry and customer relations. Both he and Niclas Hugosson are large
shareholders.

Evimeria's Management and Board of Directors
Name
Position
Johan Lindqvist
Chairman of the Board
Dennis Höjer
CEO

Joined
2017
2018

Lars Forsberg
Catharina Alexandersson
Sébastien Duraffourd
Niclas Hugosson
Jesper Jannerberg

2017
2018
2018
2017
2017

CFO, Board Member
CPO, Board Member
Board Member
Board Member
Board Member

Carasent's Management and Board of Directors
Name
Position
Johan Lindqvist
Chairman of the Board

Joined
2007

Terje Rogne
Ebba Fåhraeus

2007
2008

Board Member
Board Member

Source: Evimeria, Carasent, Redeye Research
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Carasent - Ownership Structure
Firm
Capital & votes %
Jannerberg Invest AB
9,4%
Factis Invest AB
8,3%
Hugosson Invest AB
8,5%
Windchange AS
5,7%
Windchange AB
2,5%
Admaniha AS
1,9%
Other insiders and employees
2,3%
Total
38,6%
Other shareholders
Total

Further comment
Carasent CEO Jesper Jannerberg
Evimeria CEO Dennis Höjer
Founder/business developer Niclas Hugosson
Chairman Johan Lindqvist
CFO Lars Forsberg
Board member Terje Rogne

Verified
2020-10-10
2020-10-10
2020-10-10
2020-10-10
2020-10-10
2020-10-10
2020-10-10
2020-10-10

61,4%

2020-10-10

100,0%

2020-10-10

Source: Carasent, Redeye Research

Carasent is an owner-operated company in which the senior managers hold substantial
stakes. We argue that external investors are well aligned with the insiders and that long-term
thinking is ingrained in the corporate culture. Its goal is to have in excess of NOK 1bn in
annual recurring revenues and to be present in several countries, beyond just Sweden.
Consequently, Carasent is not up for sale.
One of the main reasons why Carasent “only” receives a 4 in Redeye’s People rating is
because of the young age of the management team and Evimeria’s board composition, which
mainly consists those employed at the company. We think investors should take the score
with a pinch of salt, though.
We are also curious about the new owners through the directed rights issue in September
2020. Consensus, a small-cap oriented fund, bought shares in early 2020, making it one of
the first institutions on the ownership list. We do believe that institutional interest has
increased recently, after the strong business and share price performances.
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Market and Competition
Healthcare
Healthcare in Sweden is largely tax-funded, public, and decentralized. The country is split into
290 municipalities and 21 regional councils with responsibility for providing health and
medical care for their citizens. The central government has the lawmaker's role and sets the
country's predominant political agenda for health and medical care. Sweden is among the
countries with the highest health expenditure in the world as a percentage of gross domestic
product, at 11%.
TAX FLOWS TO PRIVATE HEALTHCARE PROVIDERS

Taxes
Regional Councils

Hospitals

Dentists

Municipalities

Primary care

Elderly care

Social service

Child care

Choice of provider

Public provider

Act on System of
Choice (LOV)

Swedish Public
Procurement Act (LOU)

Source: Redeye Research

Regional councils are political bodies that, like the central government, are elected every
fourth year. They represent local views and can have a different political structure than the
government itself. Regional councils’ main responsibilities are dental care, primary care, and
specialist care. Most of the health and medical care is provided by the public sector, but the
regional councils also buy services from private healthcare companies – many of whom are
customers of Evimeria.

The four main payment methods
Evimeria’s EMR system is solely used by private companies in the Swedish primary,
specialist, paramedical, and occupational healthcare industry. 90% of its customers derive
their revenues from tax funds, the rest is being paid by insurance or by the patients
themselves. The four different sources of funding are LOV (Lag om valfrihet or the Act on
System of Choice), LOU (Lag om offentlig upphandling or the Swedish Public Procurement
Act), national rate, and lastly, insurance/private (including occupational).
LOV was introduced in 2009 and is a binding rule that regional councils must offer the
general public the right to choose between private and public primary healthcare providers
wherever possible. LOU and the national rate mostly deal with the specialist and paramedical
segments. One important note, when private clinics work under the LOU procurements, the
regional councils are their main counterparties, in terms of both financing and requirements.
The national rate system operates differently. Around 1000 specialists and 1600
physiotherapists work under the national rate as well (also known as LOL and LOF). The
national rate system has been closed for new entrants since 1995, but healthcare providers
that have the agreement can sell this to bidders should they close their clinics. Specialists
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under the national rate system work in the regions. However, compensation is decided
nationally by the Swedish Medical Association and the Swedish Association of Local
Authorities and Regions. Lastly, around 10% of Evimeria’s customers, mostly in the
occupational segment, are paid by insurance companies or by the patients themselves. 700
000 Swedes have private medical insurance today, and around 75% received this from their
employers. The trend has been steadily increasing for the past couple of years.

Market sizes
Grant Thornton’s annual survey2 over the Swedish private healthcare sector indicates that
primary care and specialist care (including occupational and paramedical care) amounted to
SEK 56.5bn in 2018. In the same year, around 40-45% of all the primary care in Sweden was
private and 15-20% of all specialist care. In the occupational space, the figure was 80-90%.

PRIVATE PRIMARY MARKET SIZE AND GROWTH (SEKbn)
Primary care
18%

Underlying growth

19%
17,1
15,5

6,7

7,9

9,4

10,3

10,8

11,8

12,8

13,8

12%
10%

9%

8%

2014

2015

10%

8%

5%
2009

2010

2011

2012

2013

2016

2017

2018

Source: Grant Thornton, Redeye Research

SPECIALIST MARKET SIZE AND GROWTH (SEKbn)
Specialist care (incl. paramedical & occupational)
11%

9%

21,3

23,7

25,9

9%
28,3

29,4

31,3
6%

33,6
7%

Underlying growth

36

38,1

39,4

7%

6%
4%

2009

2010

2011

2012

2013

3%
2014

2015

2016

2017

2018

Source: Grant Thornton, Redeye Research

The private primary care and specialist care (including occupational and paramedical care)
segments have grown faster than the overall private healthcare industry (which includes
areas such as elderly care, personal assistants, dental care, etc.). Private primary care has
grown by 11.1% a year since 2009. Annual growth in specialist care (including occupational
and paramedical care) has been around 7.1%. Grant Thornton estimates that the Swedish
healthcare market's underlying growth is around 3-4%, a statement echoed by Evimeria's
management. This would indicate a total market value of SEK 60-65bn in 2020.

2

https://event.grantthornton.se/vardrapporten
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Around 50% of the private primary care and specialist care (including occupational and
paramedical care) market is off-limits to Webdoc because the regional councils have terms
that force private healthcare providers to use the same EMR system as the public sector.
Clinics under LOV are more frequently required (percentage-wise) to use the public EMR
system, but a few thousand LOU clinics are also mandated thus. Evimeria has Webdoc
customers in every single regional council and is not barred from doing business in any place,
but it is blocked from approaching a large group of potential customers. These terms are not
static and can change when new procurements take place, in either direction. We
consequently treat new procurements as important catalysts for the stock.
Estimated ARPC
We estimate that the annual average revenue per customer (ARPC) is SEK 130 000-140 000
or around 1.5% of customers’ total revenue. Furthermore, we estimate that the ARPC of
primary care customers is around SEK 240 000, by far the largest of any of the four customer
segments. Specialist care customers have an estimated ARPC of SEK ~120 000,
paramedical customers an estimated ARPC of SEK ~80 000, and the newest segment
occupational has an estimated ARPC of SEK ~75 000.

ESTIMATED ARPC (SEK)

240000

120000

Primary care

Specialist care

80000

75000

Paramedical

Occupational

Source: Carasent, Redeye Research

ARPC lumps Webdoc and integrated services together and so this can be further dissected.
The Webdoc ARPC is around SEK +70 000 and should account for slightly less than 1% of
customers’ total revenues. Integrated services have an ARPC of about SEK +60 000.
Consulting ARPC is around SEK 53 000 per clinic – broken down further into SEK 17 000 for
the setup fee and about 36 hours of training at SEK 1000/hour. The customers range from
smaller clinics with just a couple of users to corporations with several thousand system
users.

A SELECTION OF THE CUSTOMERS

Source: Carasent
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Webdoc to integrated services ratio and the total addressable market
Evimeria has a Webdoc license fee to integrated services revenue ratio of around 1:0.85
today, but management has a goal of increasing integrated services (both proprietary and
third-party developed) to adjust the ratio to 1:2 in the future. That would indicate that Evimeria
is seeking to leverage the Webdoc platform’s position and increase the integrated services’
ARPC by a wide margin. We are confident that the digitization trend will continue in the
private healthcare industry for some years to come. This will provide tailwind as Evimeria
offers cross-selling and up-selling alternatives to improve customers’ operations. The net
retention number of 115% is a vital sign of the business strategy’s success.
Based on today’s 1:0.85 ratio, we estimate that Evimeria nets around 1.5% of customers’
revenues. When calculating the total addressable market, one must consider the regional
council procurement contracts, which shrinks the addressable market by around 50%. This
would translate into an estimated total addressable market of around SEK 500m in Sweden.
If one instead assumes that the ratio can increase to management’s stated goal of 1:2,
Evimeria would obtain around 3% of customers’ total revenues through its offering. Again,
accounting for the procurement agreements that limit 50% of the private market, the total
addressable market would be around SEK 1bn in Sweden, which is what Evimeria estimates.
And lastly, if the procurement contracts were to be phased out and not replaced, Evimeria
would be able to address the whole private healthcare market in Sweden, doubling these
numbers. One could also argue that the market could shrink as procurements force more and
more clinics into the public EMR systems, a risk that we address later in the section about
Threats and Risks.
TOTAL ADDRESSABLE MARKET (SEKbn)
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Source: Grant Thornton, Redeye Research

EVIMERIA'S CUSTOMER BASE GROWTH
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EVIMERIA'S CUSTOMER BASE GROWTH
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There are around 6500 private healthcare clinics in Sweden, split into around 2500 specialist
care clinics, 500 primary care, 2500 paramedical care, and 500 occupational. Today Evimeria
serves 50+ primary care, 300+ specialist care, 40+ paramedical care, and 10+ occupational
and has a goal of serving 30-40% of the market. That would mean around 2000-2600 clinics
in total.

Competition and market share
The Swedish private EMR market is not particularly big, and many larger EMR providers focus
on the public healthcare segment – primarily on lucrative hospital systems. Had the Swedish
(or the Scandinavian) private EMR market been worth, let us say, NOK 10bn a year, more
medium sized to large software companies, such as Cerner, Cambio, CGM, EPIC, and
TietoEvry would have competed for this business. The market is too small for the larger
corporations to invest resources in and too overly complex for any newcomer to jumpstart an
EMR company and compete successfully from the get-go. Simply put, we see Evimeria as
operating in a sweet spot.

Systems

Market share

Regional system used in the
public healthcare mandatory
CGM, system J4 and Take Care

50%

30-40%

Evimeria, system Webdoc

5-10%

Approx. 10 smaller (and/or EOL) systems

5-10%

Source: Carasent, Redeye Research

The word “market share” is tricky to apply to Evimeria because it has a different strategy than
many competitors and captures a larger part of customers’ revenues. If one instead counts
the number of medical records that pass through EMR systems, one can arrive at
approximate market shares similar to those presented above. The Swedish private healthcare
market processes around 35-40 million records a year.
24

sfdsf

REDEYE Equity Research

Carasent 22 October 2020

As we have already mentioned, around 50% of the market is off-limits to Evimeria because of
the mandatory regional systems. The largest EMR provider in the private market is
CompuGroup Medical (CGM), with its J4 system. CGM has around a 30-40% market share.
Evimeria is the second-largest private EMR provider, and about 3.0-3.5 million medical
records pass through its Webdoc system. That would imply a market share of just below
10%. There are roughly ten other smaller EMR providers, holding a combined market share of
5-10%. A few of their systems are up to date, but some are end-of-life products that are
slowly being phased out. A great number of clinics are also using software programs that do
not uphold the necessary safety and legal requirements. Evimeria has gained many
customers from the last two groups, as well as among newly started healthcare clinics,
thanks to its pay-for-what-you-use business model.
Key takeaways – competitors in the Swedish market
CGM is the undisputed market leader, with its J4 EMR system, after the German company
acquired Swedish EMR provider Profdoc in 2008. CGM also serves the public market with its
Take Care EMR system but has lost all new procurements to Cerner and Cambio. Today, the
only regions where CGM has a solid base are Stockholm and Gotland. Should it lose these
two, CGM’s commitment to the Swedish market could well be up for discussion. We treat the
Stockholm procurement as a major catalyst for Carasent, as it could open up the market
further and potentially, but less likely, push Evimeria into new segments with less political risk
because of a shrinking core market.
We argue that CGM is a sleeping giant that does not have the same laser-sharp focus as
Evimeria. Webdoc has not lost many customers to the J4 system, which is more antiquated
and lacks many add-on services. J4 customers also pay per user. Today, CGM has a market
share of 30-40%, but we believe this is more for historical reasons than current
competitiveness. Evimeria is going head-to-head with CGM and is quickly taking market
share. A few years ago, Evimeria’s market share was close to zero.
Cerner and Cambio are indirect competitors because of the regional councils’ mandatory
rules. The procurements in Västra Götaland and Skåne show how the process can play out.
In the end, it is up to local politicians to favor either a closed or a more open system. Evimeria
could potentially suffer in some processes and lose LOV and LOU customers. We believe that
a more open system will prevail in the future, but investors should be aware of the great
uncertainty regarding this. Today, around 50% of the market is off-limits to Evimeria because
of these mandatory rules.
There are about ten smaller EMR companies operating in the private healthcare market as
well. Clinicbuddy and Metodika are two EMR providers with updated software programs that
investors should keep an eye on. Clinicbuddy is growing rapidly and has a stable customer
base at the “low-end of the market”, but its owners are funneling a lot of the cash out of the
company, which makes us skeptical about its long-term competitiveness. Metodika has a
scattershot approach with a limited geographical focus, but it is nonetheless an experienced
EMR provider with a substantial customer base. Many of the smaller EMR providers are not
connected to Inera’s national standards either, closing them off from large parts of Evimeria’s
core customer base.
We think that Webdoc’s ecosystem is a cut above the competitors’ offerings. Evimeria’s
strong brand places it top of mind when clinics look for a new EMR system and the unrivaled
third-party developer network provides positive word-of-mouth spread. We also believe that
Evimeria is the provider investing the most in its system, increasing its competitive lead even
further. Appendix l provides a more detailed review of the Swedish competitors.
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Threats and Risks
Political environment
Evimeria is facing two major political risks. The first one is to profits in the welfare sector and
affects Evimeria indirectly through its customers. Welfare sector profit is a question that has
been thoroughly debated, and the general public is very opinionated on the matter. It is also a
national and an election issue. The second risk is whether regional councils should allow
more than one EMR system in their healthcare sector. Local politicians make this decision,
and the rules vary considerably between regions.
The first risk appears much greater at face value because it could change the whole business
landscape overnight for Evimeria’s customers. But the second is also considerable, and
investors should keep a close eye on new procurements and the follow-up implementations
(which are as important). Local politicians learn from each other and take notes when things
work out satisfactorily. The same is true when things do not.

Profits in the welfare sector
Evimeria operates solely within Sweden’s borders right now and in a politically sensitive area.
One needs to consider the political landscape and the public opinion about profit in the
welfare sector. 90% of Evimeria’s customers derive their revenues from tax funds and are
thus vulnerable to shifting political sentiment.
The Swedish private health and medical care industry has grown tremendously in the last
decade, and Grant Thornton estimates the total revenues were around SEK 130bn in 2018.
Privatization rates vary between segments: 60% in dental care; 40-45% in primary care; 1520% in specialist care; 20% in elderly care; 70-80% in HVB homes; 20-25% in home care; 2530% in special needs care and 80% for personal assistants. In other words, the welfare sector
relies heavily on support from private companies.
Privatization has traditionally been an ideological left-right question, and this showed strongly
in the general election of 2018. One big exception was the Sweden Democrats, who were
initially against profit in the welfare sector and eventually agreed to it.

POLITICAL LANDSCAPE

Against

In favor

Source: Redeye Research
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The illustration above is an oversimplification, and there are some nuances between the
different parties. However, the two main camps can be identified and summarized as follows:
•

Tax money set aside for the welfare sector should be used in the welfare sector and
not go into shareholders' pockets. Patients and school children are not customers,
and new privatization and profits should be stopped.

•

Competition and freedom of choice should be encouraged. Strict quality measures
will ensure that swindlers cannot earn any profits. Privatization will increase
efficiency, which is greatly needed in order to cope with the ballooning welfare
demand.

The Social Democrats, the Green Party, and the Left Party, in particular, have been vocal in
their opposition to profits in the welfare sector. In contrast, the Liberals, the Centre Party, the
Moderate Party, the Christian Democrats, and the Sweden Democrats have generally favored
private initiatives. In the 2018 election, counting only the votes for the parties that reached the
electoral threshold, 57.8% were for parties with a generally positive attitude towards private
companies in the welfare sector, and 40.7% were for parties that are generally more negative.
The general public is divided
In May and June 2020, the market research company Sifo asked Swedes whether they
thought the freedom of choice between private and public healthcare services was good or
bad. 68% favored having a choice, 24% did not, and 8% were unsure. On the other hand, when
Sifo asked people if they thought profit to shareholders in the welfare sector was acceptable,
the majority (51%) answered no. Only 32% thought that owners of private welfare companies
should have the right to declare dividends, and 18% were unsure.
The contradiction is interesting. When Sifo followed up on this, wording the questions
differently, 46% were in favor of keeping the freedom of choice by allowing private companies
to distribute profits to their owners, while 35% wanted to eliminate the freedom of choice in
order to restrict shareholders from receiving profits. The poll shows a clear ideological rift
between the left-leaning side (only 22% were in favor) and the right-leaning side (where 72%
were in favor). The same pattern can be seen in numerous other polls.
The January Agreement and the Social Democrats
The question was a hot topic in the general election of 2018. But, hatchets were temporarily
buried, when the Social Democrats and the Green Party sought support from the Liberals and
the Centre Party in order to stay in power. This move became known as the January
Agreement (Januariavtalet) when struck, in early 2019.
While the agreement softened the rhetoric, the Social Democrats and the rest of the leftleaning parties have far-reaching plans to restrict profits in the welfare sector. Ilmar Reepalu's
report Order in the Welfare System (Ordning och reda i välfärden) sets a profit cap at 7%. But
the number can easily be misinterpreted and should not be read as a 7% profit margin limit,
but instead as a 7% profit cap on operating capital invested in the business. Operating capital
is, among other things, properties, vehicles, software programs, etc. The problem is that
private welfare providers are service companies with limited balance sheets. As a result, the
7% profit ceiling on operating capital would practically impede private companies'
shareholders to realize any gains.
The Reepalu proposal targets private companies operating schools, preschools, nursing
homes, personal assistance, and home care services. But it is not far-fetched to believe that if
this or a similar proposal were to pass in the parliament, it would also sooner or later find its
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way to primary care and specialist care, albeit in a modified version. As the risks are political,
they are inherently hard to predict.
We believe that private healthcare companies are so entrenched in and essential to the
welfare system that it would be hard to uproot them without causing great upheaval, for
patients, employees and employers. We believe the political rhetoric’s bark is worse than its
bite.

EMPLOYMENT IN THE SWEDISH HEALTHCARE SECTOR
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Source: Vårdföretagarna Almega, Redeye Research

Regional council EMR procurements and Inera
Sweden is divided into 21 regional councils that are responsible for, among other things,
financing and providing the public healthcare system. Local political assemblies govern them
with a high degree of autonomy. Although Sweden is a unitary state, private companies face
different business environments depending on the region in which they operate. Private
healthcare companies may operate publicly financed healthcare through tendered contracts
(LOU, national rate) or by authorizations under the free healthcare choice (LOV).
Around 50% of the private healthcare clinics in Sweden are required to use the same EMR
system as the public sector in the regional council. The two recent procurements with Cerner
in Västra Götaland and Skåne could tip the balance somewhat, but we acknowledge that it is
inherently hard to predict the final outcome. Implementation is not always straightforward, as
history has shown.
One region, one EMR system
There are two competing views that investors need to understand. “One region, one EMR
system” is a slogan widely used by the side that advocates that the whole healthcare sector
in one region should use a single EMR system, procured by the politicians.
Proponents say that having one EMR system protects the patients’ health (and records
through tighter cybersecurity) and would help healthcare workers in their daily activities and
communication with each other. Many of the regional councils’ officials that we have been in
contact with favor this approach, and some even suggested that the entire country should
only have one single EMR system.
Inera
The second view is to use a national standard (a common IT architecture). This could be
summarized as “coherent record-keeping” or “sammanhållen journalföring.” Inera, a limited
company owned by the Swedish county councils, regions, and municipalities, as well as the
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Swedish Association of Local Authorities and Regions, has the responsibility for developing,
coordinating and managing joint digital solutions on a national level.
Inera has built national systems such as 1177 Vårdguiden, Electronic Referral, eForm Service,
the identifications service SITHS, Medical Records (Journalen), and National Patient Overview
(NPÖ), to name a few. They are connected through a technical hub, the Service Platform
(Tjänsteplattformen), which enables integration between different EMR systems and removes
interoperability. Healthcare providers can exchange information easily, securely, and
efficiently by connecting their healthcare information systems to the Service Platform. NPÖ
and Journalen contain information for healthcare providers and ease their workflow. They
also allow the general public to access their medical records online.
If Inera were to produce a large amount of mandatory integrated services, they could,
ironically, hurt Evimeria’s unique selling point. But we think that such a push would coincide
with a more prominent role for a common IT architecture and reduced demand for “one
region, one EMR system,” which in turn would mean a non-restricted private EMR healthcare
market in Sweden. The net effect would likely be positive for Evimeria.

Regional council

LOV

LOU

1

Region Blekinge

Appears to be mandatory to use NCS Cross

Appears to be mandatory to use NCS Cross

Optional

160 000

2

Region Dalarna

Take Care

Optional

Optional

288 000

3

Region Gotland

Take Care

Mostly optional - kidney healthcare must use Take Care

Optional

60 000

4

Region Gävleborg

Appears to be mandatory to use PMO

Appears to be optional

Optional

287 000

5

Region Halland

Partly optional/mandatory

Partly optional/mandatory

Optional

334 000

6

Region Jämtland Härjedalen

Appears to be optional

Optional

Optional

131 000

7

Region Jönköpings län

Cosmic

Optional, will make Cosmic available for LOU- clinics

Optional

364 000

8

Region Kalmar län

Cosmic

Partly optional/mandatory - depening on the contract and speciality

Optional

245 000

9

Region Kronoberg

Cosmic

Optional

Optional

201 000

10

Region Norrbotten

VAS

Optional

Optional

250 000

11

Region Skåne

Millennium (starting in 2022), today partly optional

Millennium (starting in 2022), today partly optional

Optional

1 378 000

12

Region Stockholm

Partly optional/mandatory with Take Care

Optional

Optional

2 377 000

13

Region Sörmland

Optional

Optional

Optional

298 000

14

Region Uppsala

Partly optional/mandatory

Partly optional/mandatory - 11 out of 18 healthcare areas must use Cosmic

Optional

384 000

15

Region Värmland

Cosmic

Optional, Cosmic is available for LOU clinics

Optional

282 000

16

Region Västerbotten

Cosmic

Optional, some LOU clinics use Cosmic

Optional

272 000

17

Region Västernorrland

Cosmic

Appears to be mandatory to use Cosmic

Optional

245 000

18

Region Västmanland

Appears to be mandatory to use Cosmic

Appears to be mandatory to use Cosmic

Optional

276 000

19

Region Örebro län

Appears to be mandatory to use Cosmic

Optional

Optional

305 000

20

Region Östergötland

Partly optional/mandatory

Partly optional/mandatory

Optional

465 000

21

Västra Götalandsregionen

Millennium (starting in 2022), today partly optional

Millennium (starting in 2022), today partly optional

Optional

1 726 000

National rate

Population

Source: Redeye Research, SCB

The restricted market
Local politicians decide between the alternatives, and some regions have taken a middle
approach, the most common being to demand that LOV clinics use the public EMR system.
This decision does not fall on the political left-right spectrum, but is instead evenly distributed
across the political parties. It goes without saying that "one region, one EMR system" is a
great threat to Evimeria, which does not have the capability (nor the interest) in supplying the
its Webdoc system to the public healthcare sector. Evimeria is, therefore, completely
excluded from LOV and LOU customer groups in regions where "one region, one EMR
system" applies. Only customers financed through the national rate and insurance/private
payments are available to it there.
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We have been in contact with about a hundred officials in all 21 regions to map out the
current market restrictions and offer a holistic view. The table is divided into the different
financing pools, and one can see a general pattern immediately: LOV clinics are often
restricted, LOU clinics have a fifty-fifty chance of freely being able to choose, and the national
rate clinics are non-restricted. We want to add that some answers from the regions' officials
were contradictory. We have tried to resolve this uncertainty by asking follow-up questions
and reading the regional procurement manuals. Some uncertainty persists, though.
Procurements in Västra Götaland and Skåne
The “one region, one EMR system" side has carved out some additional parcels of territory
following the two recent procurements in Västra Götaland and Skåne. The procurements
state that all LOV clinics there must use the new Millennium EMR system from 2022 and that
the LOU clinics must adopt the system when their tendered contracts are up for renewal,
which happen every few years. We do not know the exact geographical distribution of
Evimeria’s customer base, but we do know that its primary care customers are solely in the
Västra Götaland and Stockholm regional councils.
We, therefore, pencil in a larger churn in the primary care segment in 2022-2023. We also
anticipate a larger churn in the LOU segment (mostly specialists) when the clinics' tendered
contracts roll over into the new ones in Västra Götaland and Skåne, between 2022 and 2025
we believe. Evimeria has some customers in the LOU segment in Skåne that will be affected,
and we account for a gradual churn among these. A mitigating factor is that the national rate
system is common in the two regions, and we believe that many of Evimeria's specialist
customers receive funding through the system. We do not know the exact percentage but
estimate that they account for the clear majority.

The picture is rosier in the 17 regional councils where Cambio's Cosmic is or will be the public
EMR system. Most of these regions have requirements on the LOV clinics (mostly primary
care), while the LOU tendered clinics have more freedom of choice as long as their EMR
systems are connected to Inera's common IT architecture.
Having talked to officials, we do not see any restriction trend in either direction. However, we
do believe that the ongoing transfer of healthcare volumes from university and emergency
hospitals to specialist clinics could increase the addressable market further in the regions.
Having more outpatient care reduces bottlenecks and decreases waiting times. This could
potentially counterbalance the lost customers in Västra Götaland and Skåne.

The Stockholm procurement
Lastly, the public procurement of an EMR system in Stockholm and Gotland has been halted
twice, initially due to a lack of competition and secondly because of the COVID-19 pandemic.
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The procurement terms will be of interest and should serve as a catalyst in either direction,
depending on their restrictiveness or openness.
In our bear case, Stockholm follows the lead of Västra Götaland and Skåne and procures a
closed system. That would reduce the addressable market to about 1500-2000 private
healthcare clinics and would be a severe blow to Evimeria’s business, increasing the churn.
We assume that Stockholm is the region where Evimeria has the highest customer
concentration, perhaps +30% based on population numbers and the high privatization grade.
This scenario gives Carasent’s share somewhat of a “fat catastrophe tail,” and would force
Evimeria into new geographies and segments in order to regain the losses.
We have been in contact with officials, including IT purchasers, in Stockholm and are left with
the impression that they favor an open system. Today, Stockholm has one of the highest
percentages of private healthcare in Sweden an open system to a certain degree, even
though CGM’s Take Care system is locked in for some primary care units. The regional
council has opened to third-party integrators in recent years, and we think that the culture
there favors a positive outcome for Evimeria.
We also think that politicians in Stockholm are more risk averse after the New Karolinska
Solna University Hospital debacle, favoring status quo as long as it is at a satisfactory level. In
our base and bull cases, Stockholm procures an open system.

The potential dissolution of the national rate system
The national rate system regulates the operation and financing of around 1000 clinics
(specialists and general practitioners) and 1600 physiotherapist clinics. Although it has been
closed for new entrants since 1995, healthcare providers with an agreement can sell this to
bidders should they close down their clinics. Specialists under the national rate system work
in the regions but their compensation is decided nationally by the Swedish Medical
Association and the Swedish Association of Local Authorities and Regions.
The relative freedom of the clinics under the national rate system has been a boon for
Evimeria, which has a large chunk of customers otherwise exposed to political risk. Things
are about to change, however. The Ministry of Health and Social Affairs commissioned a
report on how to revoke the current national rate system and replace it with something more
like LOV and LOU. The Swedish Competition Authority approved the suggestions on 31
August 2020 and a transition period of seven years has been proposed. A final decision will
probably be reached soon.
Until further notice, we assume that the replacement will work like the current LOU system,
which would make the national rate clinics less independent from the regional councils, but
still approachable. The potential dissolution of the national rate is a setback for Evimeria
because it has protected a large customer group (mainly specialists) from churning in
regions where the politicians have decided to have “one region, one EMR system.”
We want to add that seven years is a long time though and that much can happen. Evimeria’s
management was calm in its response to questions about this, saying that such rhetoric is
commonplace in the industry but that it is often harder to enforce.
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Growth
The growth cube
To date, Evimeria has mainly zeroed in on the Swedish private healthcare market and sought
to attract more clinics and then cross-sell and up-sell them with integrated services. Its
strategy has diverged from competitors’, but instead of anxiously looking over its shoulder,
Evimeria has rigorously focused on customer needs, which has paid off with widespread
recognition and a strong local brand.
There is still plenty of room for Evimeria to grow in the Swedish market, and the company
targets a 30-40% market share in the coming years. That would mean annual sales of around
SEK 300-400m with a Webdoc to integrated services ratio of 1:2. In other words, Evimeria has
only taken around 15-20% of its home market’s core segments.
As the following illustration shows, Evimeria is only in the first innings of a long growth
trajectory, with plenty of reinvestment opportunities in three different directions
geographically (with an initial scope of Scandinavia); segmentally (areas such as dental care,
veterinary, elderly care, and personal assistance); and expansion of product and service
offerings (developing new add-ons or breaking out services and selling them as standalone
modules). The company also has an idea to sell a slimmer version of Webdoc to developing
countries. Some of these growth areas would reduce Evimeria's dependency on the Swedish
market and decrease the political risk in the investment case.

THE GROWTH CUBE

Product/Service

sfdsf

Webdoc serving
pri ma ry, s pecialists,
paramedical and
occupa tional in
Sweden
Geographical
Source: Carasent, Redeye Research

Geographical growth
Norway
We estimate that the private Norwegian market is worth around SEK 500m a year, or half of
the addressable Swedish market. Insurance and private payments play a significant role in
Norway, in stark contrast to the publicly financed Swedish system. This also means less
political risk but added competition with more companies operating similar strategies.
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Carasent has repeatedly stated that Norway is its next logical step geographically, and
Evimeria is working on adapting Webdoc and the integrated services to function properly in
there. A structured process to launch Webdoc in Norway was initiated in Q3’18, but the actual
launch has been postponed a few times.
The cost of translating the EMR system into Norwegian is minor but adjusting the integrated
services will be more challenging. The whole project will cost around SEK 10-15m, and we
believe Evimeria has completed or almost completed the task and should be ready to launch
whenever it gets the green light from management. In 2019, Carasent established a whollyowned subsidiary, Carasent AS, to prepare for the expansion.
We believe that Evimeria is looking to acquire an established player in the Norwegian market,
either one that has an EMR system or with an adjacent system that can easily be integrated
with the Webdoc platform. We assume that Carasent will seek to leverage the Webdoc
system from a Norwegian customer base. The directed rights issue of NOK 286.5m will likely
be used in any M&A activity.
We do want to point out the sheer size of any potential acquisition in relation to previous
capital expenditure (around SEK 4-10m a year). If Evimeria were to buy a Norwegian
competitor for SEK 200m, that would represent more than 20x of the previous year’s capital
expenditure. An investment of that size, whether both good or bad, would be transformative.

Norwegian competitors
(MNOK)
Patientsky
Hove Medical
Promed
Melin group:

2019

2018

Sales
14,8
59,4
41,5
115,7

EBIT
-52,2
33
20,6
1,4

Sales
9,8
54
38,8
102,6

EBIT
-63,7
6
11,3
-46,4

CGM

95,5

24,9

100,8

27,6

WTW

69,6

7,8

78,3

17,5

Aspit

52,6

-9,4

45

9,2

Infodoc

49,5

4,5

45,8

3,6

27

10,2

28

11,5

Extensor

12,8

2,1

13,7

3,2

Pridok

Unk.

Unk.

0,8

-3,4

Medilink Software

Source: Redeye Research

The Norwegian market is fragmented but undergoing consolidation. The main player is the
deep-pocketed Jesper Melin Ganc-Petersen, through PatientSky. That company has
energetically acquired several larger EMR providers, such as ProMed and Hove Medical, and
in early 2018, PatientSky tried to buy Aspit but was rejected.
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This acquisition spree left some customers feeling overlooked. Several of them voiced their
concern, and a few even voted with their feet and left. Aspit also spoke out on the
aggressiveness that it felt PatientSky had employed. Reputation is paramount in this industry.
PatientSky is building an “integration motor” and we believe it has the intention of selling
software services to third-party EMR providers. However, most of its sales come from the
acquired Promed and Hove Medical, PatientSky itself invests heavily and bleeds cash. The
business proposal resembles Evimeria’s with a large number of add-ons at different price
points. The offering seems well-rounded, with everything from patient administration to
economy, and messaging software.
Other important companies in the Norwegian private EMR market are CGM, with its CGM
Medical system and Infodoc, with Plenario. Both target a wide range of healthcare clinics,
servicing primary care, emergency services, specialists, and occupational, to name a few.
Infodoc has grown its revenues by single digits in the last couple of years, while CGM’s
revenues are flat or even slightly negative, suggesting that it is slowly losing market share in
the growing Norwegian market.
Aspit focuses on EMR systems to physiotherapists and chiropractors and is growing by low
digit numbers. As previously mentioned, PatientSky tried to acquire Aspit and establish a
controlling majority in the physiotherapist and chiropractor market but was rejected by
Aspit’s owners. Aspit reported a loss in 2019 but has historically been profitable, with EBIT
margins in a range of 14-31%, and averaging 20% for 2015-2018. Notwithstanding that
Aspit’s owners have said that the company is not up for sale and that the size is equivalent to
Evimeria’s, it would perfectly complement Evimeria, adding Norwegian clinics and new
customer segments, plus a slick organization.
WTW is a software company focused on mobile payment solutions and booking systems. It
has developed a ticket system for public transportation, a parking system, a port fee payment
system, and lastly, an appointment and prescription solution for healthcare clinics, named
HelseRespons. This is the market leader with more than 1100 installations in clinics all over
Norway. WTW and Hove Medical had a close cooperation, but integrations were cut when
PatientSky acquired Hove Medical. WTW is much larger than Evimeria in terms of sales, but
the HelseRespons system is interesting, both for a close partnership on entering the
Norwegian market and for a potential purchase, although we suspect the price tag would be
too high.
Lastly, there are several smaller EMR providers, such as MediLink, Extensor, and Pridok. The
first two have established customer bases and revenues but do not seem to have any
substantial growth. Pridok is a fast-growing challenger of the established players. Carasent
referred to the company as being like Evimeria five years ago. Pridok seems to have the same
mindset as Evimeria and will likely attempt a similar journey using its cloud-based EMR
system. All three are interesting acquisition targets for Evimeria and would add profitable
revenues, a customer base to leverage from, and a Norwegian organization.
Denmark
The Danish private market is the same size as Norway’s, namely around SEK 500m a year.
Some of the larger players are consolidating the market with numerous acquisitions targeting
different customer segments in the healthcare and wellness industry. However, we are
somewhat surprised to find a significant number of EMR systems with outdated and
complicated interfaces in this supposedly competitive market. We think that Carasent could
enter the Danish market in a few years when they have established themselves in Norway. A
potential launch might happen in 2023-2024.
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Danish competitors
(MDKK)

2019

2018

Gross profit

EBIT

Gross profit

EBIT

CGM

67,2

27,7

60,2

24,7

A-Data (EG owned)

31,4

6,9

29,4

4

Novax

30,7

2,4

28,8

3,6

22

10,4

19,3

7,5

6,8

2,5

4,4

1,2

Sales

EBIT

Sales

EBIT

1360,3

21,4

1220,6

56,5

Datagruppen Multimed
Aver & Lauritzen
(MDKK)
EG
Source: Redeye Research

The three market leaders are EG, CGM's local subsidiary, and Novax. EG is a Danish
diversified software company with more than 1200 employees, serving around 10 000
customers in several countries. In 2019, the US private equity fund, Francisco Partners,
acquired EG for DKK 3.7bn. EG serves public healthcare institutions, private clinics, retail, and
other business (such as construction, utilities, and finance) with a smorgasbord of software
programs. Its revenues neared DKK 1.4bn in 2019.
Around DKK 540m of this stemmed from the private segment. EG does not specify how
much comes from Danish private healthcare clinics. However, when it bought ClinicCare, the
provider of the most widespread IT system among psychologists, EG stated that it now
served around 775 general practitioner clinics and specialists in Denmark. EG has been an
active acquirer, making at least 12 bolt-on acquisitions since 2015, including ClinicCare, AData, and Norway’s Hano. It acquired the EMR company A-Data in July 2020, providing it with
just over 400 clinics and respective gross profit and EBIT of DKK 31m and DKK 9m, in 2019.
EG's EMR systems are cloud-based and include many in-house add-on services.
CGM Denmark has around 1200 customers and several EMR systems tailored to different
healthcare industry areas, both public and private. CGM's subsidiary employs nearly 60 staff,
is growing its gross profit by low double digits, and has increased return on equity from 54%
in 2015 to 70% in 2019. The staff number has not gone up at the same pace as the gross
profit, demonstrating the EMR business's scalability. As with EG, we do not know the exact
revenue numbers or how much is derived from private healthcare clinics. But the growing
gross profit (which should align closely with the revenue figures thanks to the software
element) suggests an increasing market share in the Danish healthcare industry as a whole.
Novax is the third company of size in the Danish market. Its EMR system of the same name
is cloud-based and installed at almost 900 clinics. Novax targets many areas, such as general
practitioners, occupational, psychologists, surgery clinics, and municipalities. It is not growing
particularly.
Lastly, there are some smaller EMR providers. Among them, Datagruppen Multimed and Aver
& Lauritzen have about 150 clinics and employ around 20 and 10 people, respectively.
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Datagruppen Multimed has grown its gross profit by around 8% over the last five years, while
Aver & Lauritzen has grown by 15% over the same time period (potentially with the help of an
acquisition - its 2019 gross profit spiked by 55%).
Other countries
We do believe that Carasent’s management is planning for the long-term and eyeing potential
markets beyond Scandinavia. We know it has had some collaboration with Business Sweden
to scout out possibilities in neighboring countries, such as Poland and possibly Germany.
However, the first step outside of Scandinavia is likely the occupational care segment in
Finland. It resembles the Swedish system and would not add too much complexity to the
organization. We have talked with the management about the existing opportunities abroad,
but we do not think that Evimeria has any actionable plans in place right now other than in
Scandinavia.

Segmental growth
In late 2018, Evimeria initiated its project of expanding into the occupational healthcare
space. It launched this in Q1 2019 and immediately gained traction. The new area will be an
important piece in the growth puzzle and could also work as a roadmap for future segmental
investments.
Occupational care is not as politically sensitive and the market is quite substantial, at around
SEK 4bn a year. Finding similar areas of growth should be high on the company’s agenda, as
this diversifies away from much of the risk in the investment case.
We believe Evimeria will seek new customer segments that are bordering on its current areas
(such as occupational). The administrative work seems similar between dental care clinics
and paramedical care clinics, for example. The Webdoc system would not have to be totally
redesigned to work across these and would only need to be altered at the edges to fit. Many
of the integrated services would overlap as well. We have seen many competitors translate
their systems into new customers segments without too much difficulty.
Dental
Providing administrative tools to dentists is a natural step for Evimeria. The company has
already received requests from dental clinics and could receive invaluable input and feedback
from the dentists in the development phase. Remember that around 90% of all new features
in the Webdoc system come from the users themselves, showing Evimeria’s attentiveness.
(SEKbn)

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019E

2020E

Dental care

10,3

10,5

10,6

10,7

11,1

11,6

12

12,5

13,2

13,8

14,4

14,9

2%

1%

1%

4%

5%

3%

4%

6%

5%

4%

4%

0,32

0,32

0,32

0,33

0,35

0,36

0,38

0,40

0,41

0,43

0,45

Underlying growth
Percentage of customers' revenues (3%)

0,31

Source: Grant Thornton, Redeye Research

According to Grant Thornton, around 60% of the Swedish dental care market is private. The
market is worth around SEK 13.8bn, which would indicate a total addressable market for
Evimeria of approximately SEK 300-400m a year. The Dental and Pharmaceutical Benefits
Agency states that there are some 2000 private dental care companies and around 3550
private clinics in total in Sweden. The market has free price-setting as well. We believe that
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the ARPC is somewhat lower than Evimeria’s current SEK 130 000-140 000, at SEK 110 000120 000.
The market is similar to Evimeria’s current customer segments and some of the larger
providers of the administrative tools, such as TietoEvry, are also EMR suppliers. We therefore
assume quite modest capital expenditures to adjust the Webdoc system, of just a few million
SEK.
Veterinary
Evimeria has received requests from veterinarians to adjust the Webdoc system to their
needs. We think this segment would fit like a glove and add a non-politically sensitive
customer group to the portfolio. The market is open for free price-setting. According to the
Swedish Competition Authority, some 1600 veterinary companies are active in Sweden, with
combined annual revenues of SEK 4.5bn. That would imply an annual tangible market of SEK
130m. Two larger veterinary companies, Evidensia and Anicura, account for around 40% of
the market. After research on different veterinary companies, we believe the ARPC is a bit
lower than Evimeria’s current and more in line with paramedical units, at about ~SEK 80 000.
There are many smaller veterinary EMR companies with just a few employees and a couple
of million SEK in annual revenues. If Evimeria were to acquire both market knowledge and a
customer base, it could potentially court any of them. Although, we believe the move over to
the veterinary EMR system is a little more complicated than for the segment described
above, we do not consider it insurmountable in any way. We think it would be harder to go the
other way around.
Personal assistance
Personal assistance is another customer segment with a high concentration of private
companies operating in the Swedish market. Around 80% of caregivers are private, and this
market is worth around SEK 23.8bn annually. The total addressable market for Evimeria is
somewhere around SEK 700-800m. A major drawback here is the segment’s reliance on the
LOV financing and requirement system. However, instead of having the regional councils as
counterparties, the personal assistance companies have Sweden’s 290 municipalities.

(SEKbn)
Personal assistance

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019E

2020E

9,1

11

13,5

15,2

17,5

19,9

21,5

22,9

23,4

23,8

24,5

25,2

21%

23%

13%

15%

14%

8%

7%

2%

2%

3%

3%

0,33

0,41

0,46

0,53

0,60

0,65

0,69

0,70

0,71

0,74

0,76

Underlying growth
Percentage of customers' revenues (3%)

0,27

Source: Grant Thornton, Redeye Research

Other segmental growth areas
We want to stress that Evimeria’s competence is sought after in many markets and that the
company sees the strong digitization trend greasing the gears. We believe that there are
many opportunities in areas such as HVB homes (70-80% privatization grade), addiction care
homes (65-75% privatization grade), and elderly care (20% privatization grade but a large
market). In short, Evimeria has ample room to grow segmentally and has the financial muscle
to ramp up the pace thanks to its newly raised capital.
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Expanded product and service offering
Evimeria is developing a great number of add-ons that it can seamlessly integrate into the
Webdoc system. This is an integral part of its sales pitch and many of these services have
been developed together with customers. An alternative business idea would be to break out
single components and sell them separately to customers outside of the traditional customer
segment or to otherwise non-targetable clinics.
Vårdrummet
Vårdrummet is an Evimeria developed add-on service to Webdoc that enables clinics to
interact with patients through a secure chat and video format. The service was launched in
2018 and has been a valuable asset during the COVID-19 pandemic, allowing healthcare
clinics to care for patients and simultaneously reduce the risk of contamination.
Vårdrummet's usefulness and trustworthiness have made it an interesting stand-alone
service to sell to healthcare clinics with other EMR systems that lack a secure chat and video
program. Similar services, such as Memotus, charge SEK 200-300 per user per month.
The Vårdrummet service is already up-and-running at numerous clinics, and all the technical
aspects are well-tested. Whether it will be launched as a stand-alone product should be an
organizational and management issue. It could hurt Evimeria's unique selling point if sold to
private healthcare clinics, but it could also be a door into the public healthcare system, where
some regions, such as Stockholm, allow third-party services.
Webdoc X
Evimeria has received requests from healthcare providers in the developing world for a
Webdoc system that is suited to their needs. Many clinics still use paper medical records or
Google spreadsheets, and an EMR system would be a step up. Evimeria has investigated the
possibility of creating a “stripped-back version” of Webdoc that could be sold as an app
without the integrated services. It goes without saying that this market is vast but hard to
size. Webdoc X, as the app is called internally, is only at the idea stage for now but could be
an exciting project. Management has mentioned 2025-2026 as possible launch time, but we
do not know how fixed that date is. The cost of translating Webdoc into a new language is
not very high. Nevertheless, we think management would prefer to focus all its efforts on
more tangible markets in the near-term.
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Financials and Estimates
The journey so far
Evimeria saw some upheaval in 2014-2015, but reorganized the company and reinvented its
business proposal. All its focus was directed on to Webdoc, and quality above all else
became the north star. Webdoc’s ecosystem started to flourish. Since then, the customer
base and revenues have grown by 30% and 40% per year, respectively.
EVIMERIA PRO FORMA IFRS NUMBERS (SEKm)
Revenues

EBIT margin
51

25%

37

17%

17%
19%

25

17

2016

2017

2018

2019

Source: Carasent, Redeye Research

Carasent talks about a 30-40-50-relationship between its customer base, revenues, and
operating margin. Historically, when the customer base has grown by 30%, revenues have
increased by 40%, and the expanding margins have allowed for EBIT growth of 50%. Evimeria
is one of few SaaS companies that manages to grow rapidly and simultaneously earn a hefty
profit.

ACTIVE CLINICS

250

280

294

336

315

360

384

404

427

447

Q1'18 Q2'18 Q3'18 Q4'18 Q1'19 Q2'19 Q3'19 Q4'19 Q1'20 Q2'20
Source: Carasent, Redeye Research

The number of active clinics from one quarter to another tracks the amount of newly added
clinics minus the churn. Historically, the churn has been less than 1%, creating a rock-solid
base from which all new growth can take off.
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PACE OF NEWLY ADDED CLINICS (%)
Growth rate y/y
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Source: Carasent, Redeye Research

The starting point for the whole scalability formula is the number of active clinics. The pace
of adding clinics is therefore important and should be closely watched. Evimeria has an
informal goal of expanding its customer base by 30% a year, something it has managed for a
long time but recently slipped up on. The growth rate was 24.2% y/y in Q2’20, an impressive
figure for any company and especially during a pandemic, but was also, a continuation of a
downward trend.

REVENUE MIX (%)
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Integrated services
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Source: Carasent, Redeye Research
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The “secret sauce” of Evimeria’s future growth, besides new clinics, price mechanisms and
revenue-sharing, is the cross-selling and up-selling potential with the customer base.
Healthcare clinics are offered a smorgasbord of digital services from which they can pick and
choose. For every SEK 100 in Webdoc fees, Evimeria also sells SEL 85 of integrated services.
The ratio has been quite stable in recent years, but its goal is to move from today’s 1:0.85
ratio to 1:2. Such a move would catapult the growth and increase ARPC numbers (excluding
consulting fees). Today, we estimate ARPC to be around SEK 140 000. If the ratio improved
to 1:2, ARPC would, all else being equal, expand to around SEK 225 000, representing a ~60%
increase. Thanks to the Webdoc platform, Evimeria has a near-monopoly on the digitization
growth for its customer base.
Evimeria has a 100% gross margin on Webdoc sales but only a 55% gross margin on
integrated services sales. The software component makes up for that many times over.
There is almost no added cost below the gross margin for the integrated services, so even
when the integrated service ratio goes up and pushes down the overall gross margin, it will
increase the operating margin substantially. While the integrated services put a downward
pressure on the gross margin, the imbedded price mechanism offsets this somewhat. So far,
the gross margin has strengthened, but if the integrated services were to start growing much
faster than Webdoc, we would likely see the reverse happening. We do not think this is a bad
sign per se. We would regard this as evidence that the cross-selling and up-selling have
picked up momentum, with healthier operating margins in sight.
The last part of the 30-40-50-relationship is the operating margin and the inherent scalability
in the business model. Evimeria’s operating leverage is strong because Webdoc and the
integrated services have low marginal costs, as the sales and support activities do not need a
large amount of staff. When the programming team makes an update in Webdoc, it does not
matter if Evimeria has 500 or 1000 customers, but it does have a financial impact with
revenue per programmer going up significantly.

NUMBER OF EMPLOYEES
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Source: Carasent, Redeye Research

Evimeria is in the investment phase and could improve its operating margins at any moment
if it wanted to. Instead, it has chosen to grow and grab market share, which we think is the
most rational way to act. Even if it has invested considerably over the years, both in software
and in the number of employees, we have not seen any deterioration in any relevant metrics,
suggesting that its investment and recruiting policies are sound.
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REVENUE PER EMPLOYEE (SEKm)
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Sales forecasts
Evimeria’s management has a goal of increasing the customer base by 30% a year.
Historically, it has met this goal but compounding ever-larger numbers can be a challenge.
Before penciling in a customer base growth of 30% to our own targets, we want to see
evidence of a sharp increase in customer acquisition scalability. We have heard numbers
such as 2000 clinics by 2025, organically attained, which would imply customer base growth
of around 32% per year. That would be a tremendous increase of newly added clinics per
week, up from today’s 1.5-1.8 to 3.1-9.3. To reach scale of such an extent would be nothing
short of outstanding.

PACE OF NEWLY ADDED CLINICS TO HIT THE MANAGEMENT GOAL
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7,1

8,0
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Source: Carasent, Redeye Research

As previously stated, EMR systems are not great products for "door-to-door sales," and so, a
larger salesforce does not necessarily translate into a growth spurt, but certainly would bring
higher costs. That is why Evimeria has not employed a horde of salespeople in the past.
Consequently, we are skeptical that Evimeria can hit this goal organically, if nothing major
happens, such as CGM abandoning Sweden hastily. Instead, we take a much more
conservative approach and pencil in a 16% customer growth rate for 2020-2025, which is
clearly below the 30% goal but still a step-up from today. We do not mind if our estimates
prove too cautious. If the customer base were to scale up by +30% a year, Carasent would be
set to be a multibagger many times over, all else being equal.
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The forecasted growth rate includes the likely churn bump in 2022-2023 when Västra
Götaland and Skåne implement the mandatory rule that forces all LOV and LOU clinics to
adopt Cerner's Millennium EMR system. Please note that we do not forecast a shrinking
number of active clinics, only a lower net increase in the years with higher churn in our base
case. We expect a long-term churn of 2-3%, which is extremely good and hard for any
business to achieve.

PACE OF NEWLY ADDED CLINICS (WEEKLY BASIS)
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Source: Carasent, Redeye Research

Our forecasts could prove conservative in a few ways. Firstly, it is not certain that all LOU
clinics in Västra Götaland and Skåne will churn, even if the procurements state that regional
EMR systems are mandatory. We acknowledge that the process is complex and that the
regional councils’ powers are limited in some instances. Industry sources are already talking
about delays in the Västra Götaland rollout and whether all LOU clinics will be forced into the
system. Should some of the LOU specialists and paramedical clinics in Västra Götaland and
Skåne not churn in the way we account for, there would be clear upside in the estimates.
Appendix II, offers a counter-case to the 2022-2023 churn expectations.
We also recognize that Evimeria is seeking to enter new segments. A breakthrough in an area
such as dental care could open up the funneling of new clinics needing to change
administrative system, thereby increasing the number of newly added customers per week.
Lastly, Evimeria could very well scale up faster than we expect, perhaps through organic sales
in Norway or a somewhat larger salesforce that still achieves the same efficiency in the core
segments.
Our estimates do account for M&A activities either, even though we believe that the newly
raised capital is earmarked for some acquisitions in the near-term, probably a Norwegian
company or a Swedish software company in an adjacent segment. All the recent acquisitions
of comparable companies in the Nordic region have been private, and so, we do not know the
exact buyout multiples. Nonetheless, we are aware that growing EMR companies do not
come cheap, even if they are small and unprofitable. We also recognize the possibility of a
merger with a similarly sized company, but such a move would be trickier to pull off and
would expose the current shareholders to serious execution risk.
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NUMBER OF CLINICS, YEAR END
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Source: Carasent, Redeye Research

ARPC (THOUSAND SEK) AND PERCENTAGE OF CUSTOMER REVENUE
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In our base case, Evimeria approaches a total customer base of ~2500 clinics in 15 years’
time organically, based on a greatly expanded market share in Sweden and entry into new
segments (dental, veterinary etc.) and geographies (Norway and Denmark).
Simultaneously, the percentage of customers’ revenues earned goes from 1.5% to around
2.9%, catapulting ARPC (excluding consulting) from SEK 140 000 (2020) to SEK 420 000
(2035). Behind this also lies customer growth of 3% per year, the price mechanism, and an
improved Webdoc to integrated services ratio from 1:0.85 to 1:2. The strengthened ARPC
converts into a 7.8% year-on-year increase over the period. The stagnant ARPC in 2022-2023
is mainly based on the churned primary care customers in Västra Götaland regional council.
We expect ARPC to be somewhat lower in the new segments such as veterinary and dental.
Norway, on the other hand, should have a higher ARPC and so we see them cancelling each
other out in our model. This is something we will follow closely.
We assess the political risks as diminishing over time, as more segments and geographies
are added to the customer portfolio. The annual growth rate for 2020-2035 corresponds to
just over 21%, with Webdoc growing by ~16.5% and the integrated services by ~23%
annually. This is an astonishing rate but Evimeria’s strategy and pole position in a niche
market allows for “winner-takes all” or at least a sizable chunk. This is a typical hidden
champion story.
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REVENUE (NOKm) AND GROWTH RATE (%) FORECASTS
Revenue

Revenue growth
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Source: Carasent, Redeye Research

The graph above might look bearish at a first glance but should be interpreted as a
demonstration of Evimeria’s resilience. The growth rate among new clinics does not slow
down in 2022-2023 but the churn goes up because of the procurements with Cerner. We
believe that even though Evimeria might lose customers in two of the most populous regions
in Sweden, it can manage to keep its overall growth rate quite high.
The growth numbers exclude any M&A activity, which means that the numbers above are
only organic revenues, mostly from today’s core segments, but also from Norwegian clinics
and new segments, such as dental care. We believe that the company could hit NOK 210m in
revenues by 2025, implying top-line growth of ~28% per year for 2020-2025. Should the share
react negatively to the short-term speed bump in 2022-2023, we would advise long-term
investors to look past this dip and act accordingly.
Because of probable M&A activity in the near-term, actual growth numbers could prove
higher.

EBIT forecasts
We believe Evimeria will scale up in the coming years and experience strong marginal
expansion. The EBIT margin could hit around 35-40% when growth slows down <15-20%. In
the near-term, we forecast an EBIT margin similar to what Evimeria currently reports (~25%),
but we also think that Carasent could take on additional costs, such as a Norwegian launch,
which do not aid the P&L in the first few years.
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GROSS MARGIN AND THE IMPACT OF MORE INTEGRATED SERVICES
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We expect the gross margin to contract slightly, when the integrated services (55% gross
margin) account for a larger part of total revenues. Webdoc’s 100% gross margin is hard to
rival. We expect gross profit to grow by an average of ~23% in 2021-2025.
We estimate that employee compensation (the largest cost component) will go from 30% in
the first half of 2020, to around 23% in 2025. Evimeria has recruited heavily in the last couple
of years and has a strong programming and supporting team, along with a well-established
salesforce in place. The current employees can uphold and develop Webdoc and the
integrated services well and add new customers from the traditional segments at a steady
pace. New recruiting will likely focus on development of new features, such as Norwegian
integrated services or administrative tools specific to dental care or veterinaries. Evimeria’s
strategy of using many third-party developers also secures a steady steam of new features,
without adding extra costs below the gross margin. We forecast the other operational and
administrative costs staying quite stable in the coming years, at around NOK 12-25m a year
for 2021-2025, causing its percentage of revenues drop accordingly, from 17% to 12%.

EBIT (NOKm) AND EBIT MARGIN (%) FORECASTS
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Given >90% recurring revenues and low churn, we believe that Evimeria will generate stable
and non-cyclical cash flows. The cloud-based business ensures low marginal costs for any
new customer and when the customer base increases, so does the incremental EBIT margin
and cash flows. Since Evimeria is a capital-light company, ROIC can prove nonsensical at
times. But we do want to stress that Evimeria’s returns on shareholder capital will offset the
costs by a wide margin going forward.
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Lastly, Evimeria is a stable business but the share price will always be more volatile. We urge
investors to bear that in mind and take advantage of any speed bumps in the road. A single
quarter of higher churn does not change the whole success story.
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Valuation
We use a WACC of 11% across our Base, Bull, and Bear cases. While Carasent has an M&A
strategy and we see deals as likely in the near-term, future transactions are not factored into
any of our cases. We only include these in our forecasts for companies that have extensive
M&A track-records and where we feel confident in the likely price levels.
Enterprise Value
(NOKm)

2020E

EV/Sales
2021E

2022E

2020E

EV/EBITDA
2021E
2022E

2020E

EV/EBIT
2021E

2022E

2020E

Growth
2021E

2022E

2020E

Cerner
218657
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25279
NextGen Healthcare
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Compugroup Medical 46632

4,2
1,6
1,8
5,1

4,0
1,6
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4,7

3,8
1,5
1,6
4,5
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8,0
9,4
20,0

12,2
7,3
8,8
17,9

Average

74882

3,2

3,0

2,9

12,7

Carasent

918

13,0

9,6

8,0

39,4

EBIT margin
2021E
2022E

12,1
6,8
7,9
16,8

21,7
17,2
13,9
28,4

19,4
14,4
13,8
25,4

20,0
12,1
12,5
23,3

-3,2%
-5,3%
2,4%
11,8%

5,2%
2,0%
4,6%
9,3%

6,2%
3,6%
2,4%
4,6%

19,5%
9,4%
12,7%
17,9%

20,7%
10,9%
12,3%
18,3%

18,9%
12,6%
13,1%
19,1%

11,6

10,9

20,3

18,3

17,0

1,4%

5,2%

4,2%

14,9%

15,6%

15,9%

29,9

24,2

67,6

39,9

29,4

47,5%

35,2%

19,5%

19,2%

24,1%

27,4%

Source: Bloomberg, Carasent, Redeye Research

Although investors have come to appreciate Evimeria’s qualities and repriced the share
recently, we believe the market generally underestimates the company’s opportunities to
reinvest at high returns on capital and its long growth runway. We assess the management
team as builders, with a clear focus on and to the journey. Although these kinds of “fuzzier”
qualities are harder for investors to appreciate, we judge them highly valuable.

ROIC - WACC

Exploiting current
competitive advantage

Developing next
competitive advantage

Exploring future
competitive advantage

0

Source: C WorldWide as of May 2020, Redeye Research

TIME

We argue that Carasent is an emerging compounder that will deliver shareholder value for
years to come. Instead of trying to time entry into the case, we think time in the share is more
important because of the inherent scalability and stability of the business. Holding on to
compounders for the long-term minimizes investment mistakes and behavioral errors.
While we forecast a bump in churn in 2022-2023, overall growth ultimately will be higher
because of M&A activity that opens up new growth legs (hopefully with less political risk).
That could potentially redress the lower sales we forecast for 2022-2023 and boost
sentiment around the stock significantly.
A 2021EV/S multiple of 9-10x may look pricy against larger established peers at 3x, but this
snapshot does not give a fair depiction. Well-established EMR/EHR companies operate in
larger and more competitive markets, grow slower and earn less. Carasent, in contrast, could
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double its EBIT margins and grow at around ~20% for years. The market may well
“rediscover” this repeatedly because of short-sightedness.
Carasent offers value relative other Nordic SaaS business, when accounting for its growth
and EBIT margin. Moreover, Evimeria’s prospective +35% top-line growth and 25% EBIT
margin give a combined score of 60, which is close to Fortnox’s numbers. We believe
Evimeria (and Carasent) has the capability to remain at a score of 50-60 for a long time and
should resist any dramatic multiple contraction. Accordingly, investors may view the
underlying EBIT growth as a crude proxy of how the share could perform going forward.

NORDIC SaaS VALUATIONS 2021E - EV/SALES vs EBIT MARGIN + GROWTH

Sources: Bloomberg, Company Reports, Redeye Research
Our three scenarios mainly differ over their ramp-up in the number of clinics and revenue
churn. These factors fuel the company’s growth engine. Evimeria has already proved the
business model’s inherent profitability and we believe its moats are strong. But the traction in
new segments will be crucial for the compounding and the investor sentiment. A successful
expansion into Norway could act as a major catalyst for the stock and increase the funneling
of new clinics. It will also stress test Carasent’s strategy and potentially prove our point that
the system is easily adaptable to adjacent areas, increasing the total addressable market
enormously.
On the other hand, if “one region, one EMR system” attracts more support and Stockholm
picks a closed system (which we do not believe it will), Carasent would be in a precarious
scenario. It would have to prove its fleet-footedness and reinvent the Webdoc system for new
segments to not lose too much revenue. It would probably have to tread water for a while as
customers in new segments replaced churned customers in the core segments. The investor
sentiment would undoubtedly take a hit.
We believe the integrated services business will do well as it mixes both “nice to have” and
“need to have” elements. Our conversations with people working in the Webdoc system show
that some were not aware that several of the indispensable programs they use every day are
add-ons. This is due to their seamlessness.
A lot of growth will derive from the already “captured” customer base, leveraging the
switching cost advantage. The ramp-up pace and the end ratio differ between the three
scenarios. Both our Base and Bull cases see the goal of 1:2 reached.
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Base case – NOK 40
Our Base case of NOK 40, offers an upside of around 75% from the current share price,
corresponds to a 2021 EV/S multiple of some 9.6x. While Carasent is likely to face tougher
churn numbers in the 2022-2023 period, we believe that management will find new
geographies and segments to invest in, and secure new sources of growth. The Norwegian
tax-loss carryforward will be used gradually.
Key assumptions
•

Average organic sales growth of ~22% (2020-2035)

•

Terminal growth of 2%

•

Average EBIT margin of ~32% (2020-2035)

•

Terminal EBIT margin of ~35%

•

Webdoc to integrated services ratio goes from 1:0.85 to 1:2 between 2020 and 2031

•

2500 clinics at the end of 2035, reaches 2.9% of customer revenues by 2032

•

Entry into Norway and Denmark

•

Entry into new segments, such as dental care

•

No M&A factored into forecasts

Carasent - Forecasts: Base Case
(NOKm)
Net Sales
Grow th YoY

Gross Profit
Grow th YoY

Adj. OPEX
Grow th YoY

Adj. EBIT
EBIT margin
Source: Carasent, Redeye Research

2019
47,9
100%

Q1'20
15,6
41%

Q2'20
17,0
52%

Q3'20E
18,6
60%

Q4'20E
19,5
38%

2020E
70,7
48%

2021E
95,6
35%

2022E
114,2
19%

39,2
107%

12,5
40%

14,0
54%

15,1
59%

15,8
37%

57,5
47%

75,6
32%

88,2
17%

34,7
35%

10,9
35%

11,6
32%

12,2
45%

12,6
31%

47,2
36%

52,6
11%

56,9
8%

6,8
14%

2,5
16%

3,3
19%

3,7
20%

4,1
21%

13,6
19%

23,0
24%

31,3
27%
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Bear Case – NOK 18
Key assumptions
•

Average organic sales growth of ~14.5% (2020-2035)

•

Terminal growth of 2%

•

Average EBIT margin of ~26% (2020-2035)

•

Terminal EBIT margin of ~30%

•

Webdoc to integrated services ratio reaches 1:1.2, not 1:2

•

All three major regions, Stockholm, Västra Götaland and Skåne adopt closed
systems

•

National rate system is dissolved and replaced with LOU

•

Entry into Norway with lackluster results, focus on segmental growth

•

Customer base is around ~1500 clinics by 2035

•

No M&A factored into forecasts

Carasent - Forecasts: Bear Case
(NOKm)
Net Sales
Grow th YoY

Gross Profit
Grow th YoY

Adj. OPEX
Grow th YoY

Adj. EBIT
EBIT margin
Source: Carasent, Redeye Research

2019
47,9
100%

Q1'20
15,6
41%

Q2'20
17,0
52%

Q3'20E
18,6
60%

Q4'20E
19,5
38%

2020E
70,7
48%

2021E
88,5
25%

2022E
84,2
-5%

39,2
107%

12,5
40%

14,0
54%

15,1
59%

15,8
37%

56,7
45%

69,9
23%

65,7
-6%

34,7
35%

10,9
35%

11,6
32%

12,2
45%

12,6
31%

55,8
61%

52,2
-6%

48,8
-7%

6,8
14%

2,5
16%

3,3
19%

3,7
20%

4,1
21%

13,6
19%

17,5
20%

16,8
20%
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Bull Case – NOK 60
Key assumptions
•

Average organic sales growth of ~25% (2020-2035)

•

Terminal growth of 2%

•

Average EBIT margin of ~34% (2020-2035)

•

Terminal EBIT margin of ~35%

•

Significant faster customer base scaling, with ~3500 clinics in 2035, reaches 3% of
customer revenues by 2028

•

Webdoc to integrated services ratio goes from 1:0.85 to 1:2 between 2020 and 2028

•

Rapid growth leads to saturation of the Swedish market after a few years

•

Successful entry into Norway and Denmark

•

No M&A factored into forecasts

Carasent - Forecasts: Bull Case
(NOKm)
Net Sales
Grow th YoY

Gross Profit
Grow th YoY

Adj. OPEX
Grow th YoY

Adj. EBIT
EBIT margin
Source: Carasent, Redeye Research

2019
47,9
100%

Q1'20
15,6
41%

Q2'20
17,0
52%

Q3'20E
20,0
73%

Q4'20E
20,9
48%

2020E
71,9
50%

2021E
107,4
49%

2022E
157,6
47%

39,2
107%

12,5
40%

14,0
54%

16,6
74%

17,3
49%

58,9
50%

84,5
43%

121,5
44%

34,7
35%

10,9
35%

11,6
32%

12,0
43%

12,4
29%

46,7
35%

61,2
31%

82,0
34%

6,8
14%

2,5
16%

3,3
19%

5,4
27%

5,7
27%

15,5
22%

26,6
25%

42,9
27%
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Appendix I
Large competitors
CompuGroup Medical (CGM)
CGM is active in both the public and private EMR markets in Sweden. The German company
reported revenues of EUR 750 m in 2019 and employed more than 5600 staff worldwide. In
2008, CGM acquired Swedish EMR developer Profdoc, which had been active in the field
since the 1980s. Profdoc was the market leader in Sweden in 2008. CGM’s two main
systems, J4 and Take Care, serve the private and public markets, respectively. As previously
stated, CGM has the leading market share with its J4 system but is also losing procurements
with its Take Care system to Cerner and Cambio. Cerner has won Skåne and Västra Götaland,
two of the most populous regions in Sweden, while Cambio has won 17 of the 21 other
regions. The Take Care system is, in other words, being phased out by many regional
councils. The last Take Care bastions are Stockholm and Gotland, which have had a couple
of failed procurements halted. New procurements in these regional councils will likely start
again soon, once the COVID-19 situation calms down. We consider the Stockholm
procurement to be a major catalyst for Carasent.
The J4 EMR system was initially created to service occupational customers but has migrated
somewhat towards the primary and specialist areas. Through acquisition of Profdoc, CGM
achieved a near monopoly in the occupational space. Of all the EMR systems in the market,
J4 is the purest peer to Webdoc, as it targets mostly the same overlapping customer
segments. J4’s changed focus to primary and specialist clinics has had some repercussions,
according to industry sources, who claim that occupational customers have received less
attention and fewer updates as a result of it. Evimeria has consequently gained market share
with its Webdoc system after it entered the segment in 2019. Webdoc is faring well in the
primary and specialist segments compared to J4, and it is rare for Webdoc to lose out when
the two are compared. When it has happened, it has been the result of direct price
comparisons in tenders. Evimeria’s management has also confirmed that it has lost few
customers to J4 throughout the years.
The J4 system has integrated add-on services, but less than half the number that Webdoc
offers. Most of the third-party add-ons are national integrations such as NPÖ, E-frikort and
1177. There are also some connections to services such as Boka Doktorn, but the majority
have been developed by CGM in-house.
J4 has a market share of 30-40% and is by far the most commonly used EMR system in the
Swedish private primary, specialist, paramedical, and occupational areas. Today, CGM has a
market share of 30-40%, but we argue that this is mainly because of historical reasons.
Evimeria is going head-to-head with CGM and quickly gaining market share.
CGM’s Take Care system has not won any public procurements in the last couple of years,
and its position in the market is crumbling. The question of whether CGM will remain in
Sweden if they would lose the procurements in Stockholm and Gotland as well is interesting.
The Finnish software company TietoEvry left the Swedish private primary, and specialist
market after its public EMR system NCS Cross lost the public procurements to Cerner and
Cambio. It is not entirely unlikely that something similar could happen to CGM, even though it
would never admit such a thing to its current Swedish customer base.
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Cerner and Cambio
The US software company Cerner and its Swedish counterpart are focusing on the public
EMR sector. Cerner has won Västra Götaland and Skåne, while Cambio has won all the other
recent procurements. Cambio is also providing the private healthcare company Capio, a
customer of Evimeria, with its EMR system.
The two companies are indirect competitors to Evimeria because of the regional councils’
mandatory rules. Around 50% of all private clinics are either using the systems or must
switch to them when the whole regional council changes EMR system. The two
procurements in Västra Götaland and Skåne are telltale signs of what the process looks like.
All private clinics financed through LOV have to start using Cerner’s Millennium when the
whole region implements it, and the companies financed through LOU will have to change
when the new contract begins.

Smaller competitors
There are about ten smaller competitors in the private healthcare- and wellness EMR market.
Some of them offer their EMR systems to a customer group that overlaps with Evimeria’s
and some of the only have a customer segment or a specific group of clinics in common.
Several of the EMR systems are end-of-life products being phased out and some others are
thriving with terrific margins but low reinvestment levels.
Clinicbuddy
Clinicbuddy is a Stockholm based competitor with around SEK 20m in sales in 2019. In 2018
and 2017, its seles were SEK 12m and SEK 9m, respectively (the accounting method is K2).
Its focus is primarily on surgery (plastic), psychologists, and rehab, and Clinicbuddy is
grabbing market share. In 2019, the company changed its payment model as well, from a
one-off fee structure to subscriptions. It is worth noting that Clinicbuddy grew faster than
Evimeria in 2019, when comparing their K2 accounting statements.
Two things stand out. First, Clinicbuddy’s margins are terrific. In 2019, the company had an
EBIT margin of 53%, and in 2018 this was 40%, up from 2017 when margins were 17%. The
explanation can be found in its strong sales growth and conservative recruitment policy. In
2017, the company had a turnover of SEK 9m with five employees, while by 2019, sales had
more than doubled to SEK 20m, but the company had only increased its workforce to 7
people (40% up). Staff cost as a percentage of sales has gone from 29% in 2017 to 22% in
2019, and other external costs (the largest expense) have been flat in the last three years.
Given around 100% gross margins, the scalability of the EMR business is in full force and the
profits have soared by +600% since 2017. The return on equity has hovered just below 100%
in the last three years as well, with minimum debt.
The second thing that stands out is its conservative recruitment policy. All the profits in the
business are distributed as dividends to the owners. The growth is still incredible, but one can
question whether dividends trump long-term reinvestment opportunities with the current
money distribution. New employees could mean more programmers and new features, a
larger salesforce, or larger customer support. Clinicbuddy runs a tight ship, but as long as the
growth continues, it is hard to cast doubt on its strategy. Skimping on profitable (or
necessary reinvestment opportunities) could bite back later. Time will tell, and we will keep an
eye on the company going forward.
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Metodika
Metodika has a cloud-based electronic administration tool named Metodika EPM (formerly
SKALPELL), and the company operates in Sweden and elsewhere in Europe, including
Norway, Denmark, Finland, the Netherlands, Ireland, Great Britain, France, Germany, and
Switzerland. Its system handles data, administrative details, scheduling, medical recordkeeping, patient interaction, SMS, billing, and statistical analysis. The target group seems to
be mid-to-large sized clinics. The company has plans to increase its international market
share, but sales numbers have only gone up by 3.4% annually in the last five years, which is
more or less in line with the underlying growth of the market as a whole.
Metodika’s turnover was nearly SEK 25m in 2019, up from SEK 24m in 2018, but flat
compared to 2017. It employs 20 people, and staff costs as a percentage of sales have
steadily risen in the last couple of years, from around 50% to 60%. The EBIT margin has
crumbled to around 2%, but since the business is capital-light, the return on equity holds in
the mid-teen. This is far from what the company made in 2015-2017, however, where the
average return on equity was 58%. Metodika is the industry’s scattershot, and it is hard to
pinpoint where it will be in a few years. It seems to be investing heavily, mostly in a larger
workforce, but the sales numbers and the returns on investments are tell-tale signs that
something is not working financially. Its geographical presence (or dispersion) raises
eyebrows too, and we wonder if that explains the high staff numbers and low margins.
Having customers to support in so many countries cannot be easy. On the other hand, it
would be foolish to entirely discount Metodika as it is actively pushing out new features. In
2019, for example, it introduced new features to the Norwegian and Danish markets. The
company seems to be well established in Norway.
Hano
Hano is a Norwegian company (part of the EG group since June 2020) that is investing in its
Swedish operations. Hano originates from a booking schedule business that was
transformed into a journal system and adjacent integrations. The Norwegian company had
sales of almost NOK 30m in 2019 and NOK 29m in 2018. In the last five years, its average
growth rate has been 10%, but that includes both the much larger Norwegian market
segment and the newly started Swedish segment. The company has more than 300 Swedish
customers and 3200 Norwegian ones. Its EBIT margin has been stable at around 40% in the
last couple of years. It is worth noting that Hano is only partly a direct competitor to Evimeria,
since it has a lot of systems for business such as hairdressers, veterinary, skin and beauty
salons, gyms etc, as well as the physiotherapists and psychologists that are more in
Evimeria’s paramedical customer segment. Hano has had the same price on its core system
for 20 years, at a starting price of NOK 200 per resource (usually a user). Customers can,
thereafter, add features or more resources.
Hano is interesting for several reasons. In June 2020, it was bought by EG, a larger Danish
software company partly in the EMR business, which employs about 3500 people (compared
to Hano’s 19 in 2019). EG is an EMR market leader in Denmark and is backed by the US
private equity firm Francisco Partners. Through this, Hano will access a few hundred in-house
EG programmers and have the financial resources to compete in the Norwegian and Swedish
markets. We also find Hano interesting because it has a similar business proposal as
Evimeria, with a cloud-based EMR system and a sizable amount of integrated service. The
difference is Hano is doing all the add-ons in-house instead of letting third-party developers
in. Thanks to EG’s programmers, we think that Hano can create a larger integrated service
offering. Hano is also focusing intensely on the support function, echoing Evimeria’s
emphasis on good relations with clinics, and a readiness to listen to their needs. The support
division is based in Norway, but is thinly staffed with Swedish speakers. This can be easily
changed when necessary. One drawback is the seeming lack of focus, as the customer
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segments indicate. Hano is targeting all kinds of business, and its main customer group is
hairdressers in Norway. For now, Hano and Evimeria do not compete for many of the same
customers, but we have Hano on our radar and will keep track on EG’s investments in
Sweden.

Appendix II
Counter-case to the 2022-2023 churn bump
Implementation of procured EMR systems is often easier said than done. A recent example is
the US EMR company EPIC’s stumble in Denmark. It had an uphill battle from the get-go to
convert the US digital healthcare system to a workable hospital management system for
Copenhagen and the surrounding region. The American healthcare system different widely
from Nordic ones, and EMR systems are not easily translated into new cultures and work
processes. The whole implementation has been described as “indescribable, total chaos.”
Some worry that a similar faith could wait for Västra Götaland and Skåne when implementing
Cerner’s Millennium system.
The Swedish Cerner project has already hit rocky patches and has been delayed. One of the
main reasons has been incompatibility with the Swedish patient data laws (patientdatalagen).
The question remains if the system will be ready in time for the scheduled 2022 launch.
Swedish endoscopic doctors in Skåne have also raised their concerns about the new EMR
system, saying it lacks some critical features.
Another problem is the Cloud Act. A US act that allows authorities and agencies such as the
FBI and CIA to access data of US companies, even if the servers are located abroad. The
Cloud Act goes against European data security laws, putting Västra Götaland and Skåne in a
delicate situation. Västra Götaland will manage its own cloud servers, but this legal issue is
not easily resolved. Cloud services play an increasingly important role in day-to-day functions,
and officials in Sweden are calling for a national solution to the problem. It is not entirely
implausible that Inera or some other state-owned company could step in.
Put simply, there are still many obstacles ahead, and no one is sure if or when these issues
can be settled. EPIC launched its EMR system in Denmark even though some practitioners
there asked for a postponement, and others have described EPIC’s strategy as “throw it all
out there, fix the problems later, build the road while you’re traveling down it.” We will keep an
eye on what Cerner and the two Swedish regions do to fix any issues that arise.
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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: 4
Carasent is an owner-operated company with entrepreneurial spirit. The management has a lot of experience both
from the EMR industry and the cloud-business model in general. We assess the managers as long-term thinkers
with grand plans and “can-do-attitudes.” We also believe they possess great capital allocation skills.
Business: 4
Evimeria has a sticky business model, both through its mission critical EMR system Webdoc, but also through the
many integrations. 90% of all features come from ideas generated by the customers and solve real needs. We
believe the business is protected by several strong moats.
Financials: 3
We believe Carasent can produce high growth numbers and invest to attractive incremental returns on capital for a
long time. The EMR business is capital light and produce high returns on equity. With time and a longer track-record,
we believe the score will rise significantly.
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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 longterm 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.
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