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Finnish M&A market update

The Finnish M&A market is gradually shifting towards a more
positive outlook

Finnish M&A market overview

As we approach the end of year 2024, it is time to summarise the
performance of the Finnish M&A market and anticipate the outlook for the
future. Our analysis encompasses statistics on both domestic and global
M&A activity and insights from the leading M&A professionals at PwC
Finland.

Key observations from our report:

PwC

M&A activity in Finland remained modest during Q3, following the global
trends of declining transaction volumes

Several strategic reviews were completed, with new processes expected to
emerge, indicating future M&A activity

Pressure for private equity exits is building up, and corporates are shifting
their focus from divestitures and spin-offs to mergers and acquisitions

We are emerging from a downturn, as inflation and interest rates continue
to decrease

As GDP rises and unemployment declines, business confidence is
expected to improve, stimulating greater activity in the Finnish M&A market

In Q3, we witnessed the first IPOs of 2024 in Finland

Improving market conditions and lower market volatility are expected to
reopen the IPO window in Finland

Local key figure comparison
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Finnish M&A market update

M&A activity

in Finland remained modest in the third quarter,

following the global trend of transaction volumes

‘ ‘ Rolling 12-month deal count

continued to decrease

Key takeaways

* The number of deals decreased slightly
compared to Q3 2023

* The rolling 12-month deal count has now
decreased for eight consecutive quarters

* Transaction volumes in Finland continued
following the trend of global M&A transaction
volumes

» Decreasing interest rates and a more stable
financing environment will make it easier for
dealmakers to price and execute their deals

» The lower level of M&A activity over the past
years have created pent-up demand,
particularly in the private equity universe

» Asthe economic cycle improves, corporates
are shifting their focus from divestitures and
spin-offs to mergers and acquisitions,
prioritising growth and diversification

Note: The data does not include targets with revenues under EUR 0.5 million

Finland quarterly transaction volumes
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Finnish M&A market update

Underperforming stock market and high interest rates have
contributed to low M&A volumes in Finland over the past two years

Finland quarterly transaction volumes vs. OMX Helsinki Price Index
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Finnish M&A market update

Despite overall sluggish market cap development in Finland, few
sectors are recovering, which will likely support M&A activity

Weighted average market cap change by sector, 09/2022 — 09/2023 vs. 09/2023 - 09/2024
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PwC Sources: Capital I1Q, PwC analysis

‘ ‘ Economic recovery and low

valuations fuel Finnish M&A

Key takeaways

» Market capitalization in Finland experienced
modest growth between September 2023 and
September 2024, although most sectors
displayed a notable increase compared to the
previous year

* We are expecting to see an increase in M&A
activity in the near termin e.g.:

- Construction: We foresee an uptick in M&A
activity in construction as the industry starts
to recover from the downturn

- Information Technology: Market
valuations recovering and forward-looking
multiples decreasing in anticipation of
recovery

- Energy and Utilities: Undervaluation in the
energy and utilities sector may trigger
industry consolidation

October 2024
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Finnish M&A market update

Lower inflation and declining interest rates are expected to positively
impact M&A activity in Finland

‘ ‘ Lower inflation has been the main driver for

ECB’s recent interest rate cuts

Key takeaways

PwC

Inflation in Finland has significantly slowed to below 1.5%, compared to
over 8% in early 2023

The forecast for overall inflation in Finland is 1.1% in 2024, 1.8% in 2025,
and 1.6% in 2026

ECB reduced interest rates in June and September driven by the lower
inflation rates in the euro area

Deposit facility rate stands currently at 3.50%, and the Main refinancing
operations (MRO) rate at 3.65%

Both implemented and anticipated future rate cuts have turned the key
reference rate, 12-month Euribor, into a clear decline

Lower inflation and declining interest rates reduce borrowing costs and
stabilise the economy, encouraging acquisitions and long-term investment

More favourable market conditions are expected to positively impact M&A
activity in Finland

Sources: Statistics Finland, Bank of Finland, European Central Bank, PwC analysis
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Finnish M&A market update

Improving economic outlook and growth will further boost the
Finnish M&A market activity in the upcoming years

Nominal gross domestic product (GDP) in Finland, €bn
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Sources: Statistics Finland, Bank of Finland, PwC analysis

‘ ‘ Economic outlook is improving, and

economic uncertainty is dissipating

Key takeaways

Finland’s economic outlook is improving, and economic uncertainty is
gradually dissipating

According to Bank of Finland’s interim forecast from September 2024,
Finland’s nominal GDP is expected to contract by 0.5% in 2024

The economy is expected to start recovering, with nominal GDP growth
forecast at 1.1% in 2025 and 1.8% in 2026

The unemployment rate is projected to decrease from the current 8.3% to
8.1% by 2025

As the economy continues to recover, the unemployment rate is expected
to decline further, reaching 7.8% by 2026

Low business confidence has significantly contributed to the modest M&A
activity in Finland

As GDP rises and unemployment declines, business confidence is
anticipated to improve, stimulating greater activity in the Finnish M&A
market

October 2024
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Finnish M&A market update

Number of strategic reviews have been conducted and concluded,
and new processes will likely surface, indicating future M&A activity

Selected strategic portfolio reviews

Tietoevry (2022) . tietoeury

Tietoevry initiates a strategic review of its
Banking and Tech Services business

Tietoevry is conducting a strategic review of potential divestiture of
both Tietoevry Banking and Tietoevry Tech Services. Tietoevry is
exploring strategic opportunities for the divestiture, including spin-
off listing or possible sale.

®Withdrawn (Banking)

Fortum (2023)

Fortum initiates strategic review of its Circular
Solutions businesses

Fortum has decided to assess strategic options, including potential
divestments, of its Circular Solutions businesses, as a result of the
continuous review of its business portfolio.

@ Completed

Aspo (2024) 4 aspo

Aspo’s new strategic portfolio vision

Aspo plans to create two separate companies in the coming years:
Aspo Compounder and Aspo Infra. Due to differing business models
and ESG strategies, ESL Shipping will be part of Aspo Infra, while
Telko and Leipurin will be included in Aspo Compounder.

@
2022

Sampo (2022) SAMPO <= GROUP

Proposed separation of Mandatum through a
partial demerger

On 7 December 2022, Sampo announced a strategic review to
explore the potential separation of Mandatum from the Group for
the benefit of its shareholders. After evaluating the options, the
Board has decided to propose a partial demerger of Sampo plc to
separate Mandatum from the Sampo Group

@ Completed

PwC Source: PwC analysis

2023

Cargotec (2023) CARGOTEC
Cargotec is planning a separation of Kalmar and
Hiab

On 27 April 2024, Cargotec announced plans to explore separating
its core businesses, Kalmar and Hiab, into two independent
companies. The intentionis to establish Kalmar as a new publicly
traded company through a partial demerger from Cargotec.

@ Completed

2024

Enersense (2024) enersense

Enersense has revised its strategy and will focus
on its core businesses

Enersense is initiating a strategic review of its onshore wind and
solar power project development, with the possibility of selling
them. It will also evaluate its offshore wind operations and zero-
emission transportation solutions..

October 2024
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Finnish M&A market update

Pressure to exit is building up for private equity investors as the
number of overdue exits grows and fund investors expect returns

Historical Finland PE average holding period by industry, years, 2005-2024

‘ ‘ Pressure is building up for private equity

6.3

exits, potentially feeding into IPO activity as
the window opens

5.8 5.8 5.8
--------------------------------- 17 T & Y, .-

Key takeaways

* There are approximately 150 Finnish private equity portfolio companies
with over €10 million? in latest revenues

* In Finland, the historical average private equity holding period has been 5.6

Industrial Construction Business Energy, utilites,  Healthcare Information Consumer years with variance across industries
products services resources and pharma technology and retail !

and software * Industry specific holding periods have been calculated from exited Finnish
Overview of PE portfolio companies due or overdue to exit in 2024 in Finland headquartered private equity portfolio companies with revenues greater
29 - than €10 million? between 2005-2024

___'. » Pressure to exit is building up for private equity investors with over 30

current Finnish portfolio companies technically overdue when compared
—— — against the historical average holding period by industry in Finland

* Fund investors’ expectations for returns are adding the exit pressure. The
B 6 gap between private equity fund returns and new commitments
] necessitates new exits

* PO may be an interesting option for many of the portfolio companies and
an attractive exit route for the private equity owners

Total exits due Exits due Exits overdue Exits overdue  Exits overdue  Exits overdue Exits overdue
and overdue in in 2024 from 2023 from 2023 from 2022 from 2021 from 2020 or
2024 earlier

Note: 1) Latest reported revenue; 2) As reported during year of acquisition October 2024
PwC Sources: Orbis, Mergermarket, PE and company websites, PwC analysis 9



Finnish M&A market update

Improving market conditions and lower volatility are expected to
reopen the IPO window in Finland

‘ ‘ Key takeaways
Q3 2024 marked the kickoff of IPO activity in - In Q3, we witnessed the first IPOs of 2024 in Finland
Finland, signaling cautious optimism for the . Cargotec’s partial demerger was finalized at the end of Q2 2024, and

market !(almar was successfully listed on the Nasdag main list, as anticipated
in our previous update

+ Additionally, Solar Foods and Canatu made their debut on the First

Number of IPOs in Finland and market volatilitx North Market in September
—— OMX Helsinki Index - GARCH Volatility —— S&P 500 Index - GARCH Volatility = ---- Average number of IPOs R Despite new Iistings Finland's IPO activity Iags behind Europe and the
100% United States, primarily due to higher market volatility
80% . LTM average volatility:

o * The OMX Helsinki Index has shown an average GARCH volatility of
60% OMX Helsinki: 16% 16% over the last 12 months, compared to 13% for the S&P 500

S&P 500: 13%
0% * In Q3 2024, the average GARCH volatility was 17% for OMX Helsinki
Index and 15% for the S&P 500

0% * The higher volatility has delayed the anticipated reopening of Finland's

Q3 2024 average
volatility: IPO market

OMX Helsinki: 17% « Stabilizing inflation, lower interest rates, and an improving economic
S&P500: 15% outlook are expected to reduce market volatility in Finland, attracting

_________________________________________________ new listings and enhancing overall investor confidence
L | | |I T
- - - ﬁ More information about the IPO market in our Nordic IPO

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 Watch H1 2024 and in our IPO Watch EMEA H1 2024
I Number of IPOs in Finland, Q3 LTM

20%

Note: Data includes special transactions such as dual and reverse listings. Data excludes transfers between Finnish lists and should be treated as non-exhaustive. October 2024
PwC Sources: Nasdag Helsinki, V-Lab, PwC analysis 10



Finnish M&A market update

To conclude, the Finnish M&A market appears to be gaining positive
momentum after facing a challenging environment

Key drivers supporting the positive Finnish M&A market outlook

Inflation and
interest rates

GDP and
unemployment

Business
confidence

Market
volatility

PwC

Inflation in the euro area has slowed down
significantly driving ECB’s recent interest rate cuts

Lower inflation and declining interest rates are
creating favourable conditions for the Finnish M&A
market

Finland’s GDP is expected to start increasing and
unemployment declining from 2025 onward

The improving economic outlook is expected to boost
business confidence and positively impact the
Finnish M&A market

Low business confidence has significantly
contributed to the modest M&A activity in Finland

As GDP rises and unemployment declines, business
confidence is anticipated to improve, stimulating
greater activity in the Finnish M&A market

The improving economic outlook is anticipated to
reduce market volatility in Finland

Lower market volatility is likely to create a more
favorable environment for IPOs, attract new listings
and enhance overall investor confidence

‘ ‘ Favourable economic indicators will

boost the Finnish M&A market

Given the recent positive market signals
and improving economic forecasts, the
Finnish M&A market is gaining positive
momentum after facing a challenging
environment

S S &

Critical Challenging Stable Positive Optimistic
downtum environment momentum outlook

October 2024
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Supporting you in your transactions

e
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This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication
without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the
extent permitted by law, PricewaterhouseCoopers Oy, its members, employees and agents do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else
acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it.

© 2024 PricewaterhouseCoopers Oy. All rights reserved. Not for further distribution without the permission of PwC. “PwC” refers to the network of member firms of PricewaterhouseCoopers International
Limited (PwCIL), or, as the context requires, individual member firms of the PwC network. Each member firm is a separate legal entity and does not act as agent of PwCIL or any other member firm.
PwCIL does not provide any services to clients. PwWCIL is not responsible or liable for the acts or omissions of any of its member firms nor can it control the exercise of their professional judgment or bind
them in any way. No member firm is responsible or liable for the acts or omissions of any other member firm nor can it control the exercise of another member firm’s professional judgment or bind
another member firm or PwCIL in any way.
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