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  RATING:  BUY 12-Mo Price Target: SEK 65  

Market Cap 929 MSEK Enterprise Value 937 MSEK

R12 Revenue 492 MSEK R12 EBIT 37.8 MSEK

R12 EPS 0.84 SEK P/E (R12) 63.2x

EV/EBIT (R12) 24.8x Order Backlog 566 MSEK

Equity Ratio 67.7% 2027 Rev Target 1,000 MSEK

1. BUSINESS MODEL BREAKDOWN

W5 Solutions is a niche Swedish defense technology group delivering high-tech systems and solutions to defense

and security authorities -- a small but strategically positioned player in Europe's largest defense spending cycle since

the Cold War.

W5 Solutions develops and delivers defense and security technology organized around three business areas: Training, Power,

and Integration. The company was founded in 2018 but traces its industrial heritage back to the 1940s. Listed on Nasdaq First

North Growth Market Stockholm since December 2021, W5 has grown rapidly through a combination of organic expansion and

targeted acquisitions, including the strategically important Box Modul (blast-resistant shelters) acquired in 2023.

How W5 Makes Money

W5 operates as both a direct supplier to defense agencies (primarily Sweden's FMV and the Swedish Armed Forces) and as a

Tier 2/3 supplier to larger defense primes such as Saab, Lockheed Martin, L3Harris, and Krauss-Maffei Wegmann. Revenue is

primarily project-based, derived from development contracts, production orders, and long-term framework agreements. The

project-based model creates inherent revenue lumpiness -- Q4 2025 alone generated 44% of full-year revenue (SEK 215M of

492M), a pattern typical in defense where year-end deliveries dominate.

Three Business Areas

Training Live fire training systems, thermal targets, simulation solutions, and combat training infrastructure. Key

contracts include a SEK 40M framework agreement with FMV for thermal targets (2026-2030). Headed by

Toralf Johannessen.

Power Hybrid power systems, advanced batteries, communication equipment, and energy solutions for military

platforms. Recent orders include a SEK 36M hybrid power system for a European defense company and SEK

10M from Saab. Headed by Joachim Hammersland.

Integration Platform integration, mission systems, blast-resistant shelters (Box Modul), and customized modules. Includes

a SEK 40M contract with a European defense authority. Headed by Gunilla Stomberg.

Note: Formal segment reporting was introduced from Q1 2025, but detailed revenue breakdowns by business area are not yet

available in public data. Based on the order flow and contract sizes, we estimate Training accounts for approximately 35-40%

of revenue, Power for 25-30%, and Integration for 30-35%. These estimates are unverified and should be treated with caution.
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Growth Strategy

Management has articulated a clear growth strategy: reach SEK 1 billion in revenue with 10% EBIT margin by 2027. This

requires approximately doubling revenue from the 2025 base of 492M over two years -- ambitious but plausible given the order

backlog of 566M, guided 20% organic growth for 2026, and an active M&A agenda. The company has operations in Sweden,

Finland, and Norway, with sites from Almhult to Pitea, and is actively expanding its international footprint.

2. REVENUE STREAMS

Revenue has quadrupled since 2020, driven by both organic growth and the transformative 2023 acquisitions that

more than doubled the top line.

Year Revenue (MSEK) Growth % Net Sales Op. Margin % EPS (SEK)

2020 114.5 n/a 114.0 8.4% 0.53

2021 143.5 25.3% 133.7 11.7% 1.33

2022 179.7 25.3% 176.0 10.0% 1.08

2023 395.3 119.9% 387.0 1.2% -0.07

2024 417.0 5.5% 390.8 -1.6% -1.25

R12 2025 494.5 18.6% 491.6 7.7% 0.84

The revenue trajectory tells a clear story: steady 25% organic growth through 2021-2022, a step change from acquisitions in

2023 (+120%), a digestion year in 2024 (+5.5%), and renewed growth in 2025 (+18.6%) as the integrated business began

firing on all cylinders. The Q4 2025 quarter was particularly noteworthy: SEK 215M in net sales (vs 128M prior year) with 22%

EBIT margin, demonstrating the operating leverage potential of the business at higher volumes.

Order intake for FY 2025 reached SEK 730M (vs 499M), with year-end backlog of 566M (vs 310M) -- nearly doubled. The

book-to-bill ratio of 1.49x indicates strong demand visibility and growing commercial momentum. Key contract wins include

framework agreements with FMV, hybrid power systems for European clients, and platform integration contracts.

The company expects approximately 20% revenue growth in 2026, implying approximately 590M SEK. With the order backlog

at 566M and continued strong demand from European rearmament, this target appears credible. The 2027 target of 1 billion

SEK, however, will almost certainly require further M&A.

3. PROFITABILITY ANALYSIS
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Gross margins have expanded impressively from 48% to 64%, while operating margins have been on a volatile

recovery path after the 2023-2024 acquisition digestion period.

Metric 2021 2022 2023 2024 R12 2025

Gross Margin 59.7% 56.0% 60.4% 63.7% 64.4%

EBITDA Margin 13.6% 13.9% 14.5% 7.3% 13.8%

Operating Margin 11.7% 10.0% 1.2% -1.6% 7.7%

Net Margin 10.0% 7.8% -0.3% -4.8% 3.0%

FCF Margin 12.2% -39.9% -49.9% 2.8% -9.8%

Margin Analysis

The gross margin trajectory is the most encouraging signal: a steady expansion from 48% (2020) to 64% (R12 2025),

reflecting an improving revenue mix toward higher-value proprietary products and solutions. This is a sign of genuine

competitive differentiation -- the company is not just growing, but growing with better unit economics.

Operating margins tell a more nuanced story. The 2023 acquisitions created significant cost absorption pressure, compounded

by integration costs and organizational restructuring in 2024, pushing EBIT into negative territory. The R12 2025 figure of 7.7%

represents a clear recovery, and Q4 2025 alone delivered a 22.1% EBIT margin (47.6M EBIT on 215M revenue),

demonstrating that at sufficient volume, the business model generates strong operating leverage.

The EBITDA margin has been remarkably stable at 13-14% across most periods (except the 2024 dip to 7.3%), suggesting the

underlying cost structure is well-managed. The gap between EBITDA and EBIT margins reflects rising D&A from acquired

intangible assets (goodwill and customer relationships from the 2023 acquisitions totaling approximately 300M SEK in

intangibles).

Management's target of 10% EBIT margin by 2027 appears conservative given the Q4 2025 demonstration of 22% margin

potential. However, the extreme seasonality toward Q4 (defense deliveries concentrate at year-end) means full-year margins

will inevitably be lower. A realistic steady-state EBIT margin of 10-12% at 1 billion SEK revenue seems achievable.

4. RETURN ON CAPITAL

Returns on capital collapsed during the 2023-2024 acquisition and integration phase but are now recovering. The

DuPont decomposition reveals margin recovery as the primary driver.

Metric 2021 2022 2023 2024 R12 2025
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ROE 20.7% 9.6% -0.3% -5.9% 3.1%

ROA 9.3% 5.7% -0.2% -3.3% 2.1%

ROIC 62.8% 12.9% -0.3% -4.8% 3.1%

ROC 73.2% 16.6% 1.2% -1.6% 8.0%

DuPont Decomposition

Breaking ROE into its three components reveals the full picture. The 2021 ROE of 20.7% was driven by strong margins (10.0%

net), efficient asset utilization (0.93x turnover), and significant leverage (2.23x equity multiplier). By 2024, negative margins

(-4.8%) drove ROE deeply negative despite reasonable asset efficiency. The R12 2025 recovery to 3.1% ROE reflects

improving margins (3.0%), stable asset turnover (0.70x), and reduced leverage (1.48x) following the 2025 equity raise.

The declining equity multiplier (from 2.23x to 1.48x) reflects the company's conservative capital structure following the 2025

equity raise. While this reduces ROE in the short term, it provides financial flexibility for the growth phase ahead. As margins

normalize toward 10%+ and revenue scales, we expect ROE to recover to double-digit levels by 2027-2028.

5. BALANCE SHEET HEALTH

The balance sheet is in its strongest condition since listing -- equity ratio at 68%, minimal net debt, and a current ratio

approaching 2.0x. The company has financial capacity for further growth investments.
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Metric 2021 2022 2023 2024 R12 2025

Total Assets (MSEK) 144.2 238.5 582.4 564.8 698.3

Total Equity (MSEK) 64.8 143.1 304.9 317.7 472.6

Net Debt (MSEK) -48.9 -42.6 10.9 74.9 8.2

Cash (MSEK) 53.4 48.0 35.2 22.8 57.5

Equity Ratio 44.9% 60.0% 52.4% 56.2% 67.7%

Debt/Equity 1.23x 0.67x 0.91x 0.78x 0.48x

Net Debt/EBITDA -2.68x -1.74x 0.20x 2.64x 0.12x

Current Ratio 1.86x 2.39x 1.43x 1.37x 1.94x

The balance sheet transformation is striking. In 2021, W5 was an asset-light business with just 144M SEK in total assets and a

net cash position of 49M. The 2023 acquisitions quintupled assets to 582M and introduced significant goodwill (335M in

intangible assets). The resulting leverage spike in 2024 (net debt/EBITDA reaching 2.6x) prompted a 2025 equity raise that

de-leveraged the balance sheet decisively.

Today, with an equity ratio of 67.7%, net debt of just 8.2M SEK (0.12x EBITDA), and cash of 57.5M, the company has

significant financial headroom. The current ratio of 1.94x provides comfortable working capital coverage. Intangible assets of

300M (43% of total assets) reflect acquired goodwill, which will require monitoring for impairment risk if growth expectations

disappoint.

The improved balance sheet positions W5 well for its stated M&A agenda. With a healthy equity ratio and minimal leverage,

the company could comfortably add 200-300M SEK of acquisition debt while maintaining investment-grade financial metrics.

6. FREE CASH FLOW ANALYSIS

Free cash flow has been volatile and predominantly negative, reflecting heavy acquisition spend and working capital

demands. This is the key financial risk to monitor -- growth is consuming cash.

MSEK 2021 2022 2023 2024 R12 2025

Op. Cash Flow 17.6 -40.9 89.4 13.4 -7.4

Invest. Cash Flow -1.3 -29.4 -282.6 -2.4 -40.9

Fin. Cash Flow 29.2 64.9 180.4 -23.4 83.8

Free Cash Flow 16.4 -70.2 -193.2 11.0 -48.4

FCF Margin 12.2% -39.9% -49.9% 2.8% -9.8%
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The FCF profile reflects a company in aggressive growth mode. The massive negative FCF in 2023 (-193M) was driven by the

acquisition of subsidiaries including Box Modul, financed through equity raises and debt. The 2024 recovery to positive FCF

(+11M) was encouraging but proved temporary, with R12 2025 returning to -48M as the company invested in capacity

expansion and working capital built ahead of delivery milestones.

Operating cash flow in R12 2025 was -7.4M despite 14.7M in net income, indicating significant working capital consumption.

This is characteristic of project-based defense businesses where inventory and receivables build up during production periods

before being released upon delivery. The heavy Q4 concentration of deliveries should produce a seasonal OCF surge, as

confirmed by the Q4 2025 OCF of 38.7M.

Capital allocation priorities are clear: (1) invest in organic capacity to support growth targets, (2) pursue accretive M&A, (3)

build working capital for larger contracts. The company has paid no dividends and conducted no buybacks. Sustained positive

FCF is unlikely until revenue reaches a scale where operating leverage overcomes growth investment needs -- likely at the

700-800M revenue level.

7. COMPETITIVE ADVANTAGES
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W5 occupies a defensible niche in the Nordic defense ecosystem. Switching costs and regulatory barriers provide

moderate moat protection, but the company lacks the scale advantages of larger primes.

Moat Assessment (1-10 Scale)

Switching Costs: 7/10 Once integrated into a defense platform or training system, replacing W5's solutions requires costly

recertification and revalidation. FMV framework agreements spanning 4-5 years reinforce this lock-in.

IP and Technology: 7/10 Proprietary solutions in thermal target systems, hybrid power units, and simulation technology

represent genuine technical differentiation. The 1940s industrial heritage provides deep domain

expertise.Barriers to Entry: 7/10 Defense contracting requires security clearances, certifications, and proven track records. These

regulatory and reputational barriers protect incumbents from new entrants.

Customer Relationships: 7/10 Long-standing relationships with FMV, Swedish Armed Forces, Saab, and international primes provide

contract visibility. The dual role as direct contractor and subcontractor creates diversified revenue.

Pricing Power: 6/10 Government contracts involve competitive bidding that limits pricing flexibility. However, proprietary

solutions provide some pricing power, as evidenced by the expanding gross margin (48% to 64%).

Brand/Reputation: 5/10 Well-regarded within the Swedish defense community but lacks the international brand recognition of

Saab, BAE Systems, or Rheinmetall.

Scale Advantages: 4/10 At 500M SEK revenue, W5 lacks the scale economies of larger defense contractors. Q4 2025 results

showed how margins improve dramatically at higher volumes.

Network Effects: 3/10 Limited network effects in the traditional sense. Integration into defense platform ecosystems creates

some positive feedback loops where proven performance leads to expanded scope.

W5's competitive position through Porter's Five Forces: Supplier power is moderate (some specialized components). Buyer

power is high (government monopsony). Threat of new entrants is low (barriers). Substitute threats are low (bespoke defense

solutions). Rivalry is moderate -- Saab competes in training/simulation but is also W5's largest customer, creating a

cooperative-competitive dynamic. The key strategic risk is dependency on a small number of large government customers in a

concentrated geographic market.

ABG AI-generated research note for educational purposes. Not investment advice.



ABG AI  |  Equity Intelligence, Accelerated W5 Solutions (W5) Page 8

8. FINANCIAL QUALITY

Financial quality is mixed: strong gross margins and an improving balance sheet are offset by volatile earnings,

inconsistent cash flow generation, and a short operating history as a public company.

Note: Borsdata quality scores (Piotroski F-Score, Magic Formula, Graham Strategy) and stability metrics were unavailable for

W5 Solutions, likely due to the company's limited public trading history (listed Dec 2021). We have constructed a custom

quality assessment based on available financial data.

Quality Assessment Detail

Quality Dimension Score Assessment

Gross Margin Trend 9/10 Consistent expansion from 48% to 64% -- strong competitive positioning

Order Backlog Growth 9/10 Backlog doubled to 566M SEK; book-to-bill of 1.49x signals accelerating demand
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Balance Sheet Strength 8/10 Equity ratio 67.7%, net debt 0.12x EBITDA, current ratio 1.94x

Revenue Growth 8/10 Consistent 20%+ organic growth; revenue CAGR 2020-2025 of 34%

Insider Confidence 8/10 CEO bought 750K SEK of shares in Q4 2024; board members consistently buying

Debt Management 7/10 Net debt/EBITDA declined from 2.64x to 0.12x via disciplined equity raise

EBITDA Margin Stability 6/10 Stable at 13-14% most years but volatile at EBIT and net income level

ROE Trend 4/10 ROE deteriorated from 20.7% (2021) to negative before recovering to 3.1%

Earnings Stability 3/10 Net income negative in 2 of last 3 years; highly seasonal Q4 concentration

FCF Quality 3/10 Free cash flow negative in 4 of 6 years; major improvement needed

The stability radar highlights the fundamental tension in W5's investment case: outstanding revenue and margin momentum

coexist with deeply inconsistent bottom-line and cash flow results. This is not unusual for a young defense company scaling

through acquisitions -- the growth phase necessarily sacrifices near-term earnings stability for long-term platform building. The

critical test will be whether the improving order backlog and Q4 2025 margin demonstration translate into sustainable full-year

profitability from 2026 onward.

9. VALUATION SNAPSHOT

W5 trades at a significant premium on trailing P/E (63x) but appears more reasonable on forward estimates and

revenue-based multiples, reflecting market expectation of a strong earnings recovery.

Current Valuation Multiples

Multiple Current (R12) Historical Avg Comment

P/E 63.2x 49x (21-22 avg) Expensive on trailing; earnings recovering from cyclical

troughP/B 1.97x 3.3x (avg 21-24) Discount to own history; equity base expanded via share

issues

EV/EBIT 24.8x 36x (avg) Reasonable for high-growth defense company

EV/Sales 1.91x 3.3x (avg) Significant compression from peak
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EV/EBITDA 13.8x calc. from raw Our calculation from R12 EBITDA of 68M

FCF Yield -5.2% n/m Negative FCF; focus on EV/EBIT instead

Peer Comparison Context

Direct listed peers for W5 in the Swedish small-cap defense space are limited. Borsdata's automated peer comparison

returned no data (sector classification mismatch). Contextually, larger Swedish defense peer Saab B trades at approximately

35-40x P/E and 20-25x EV/EBITDA, but is a fundamentally different business. MilDef Group, the closest comparable, trades at

similar revenue multiples. The relevant comparison is less about absolute multiples and more about growth-adjusted value: at

1.9x EV/Sales with a clear path to doubling revenue, W5's growth profile offers compelling risk-reward if management

executes.

Analyst consensus (2 analysts) points to an average 12-month price target of 83 SEK with a BUY rating. Our own target of 65

SEK is more conservative, reflecting execution risk inherent in scaling from 500M to 1 billion SEK revenue and cash flow

uncertainty during this growth phase.

10. STOCK PRICE PERFORMANCE & OWNERSHIP

W5 has traded in a wide range since its December 2021 IPO at 25 SEK, peaking at 108 SEK in early 2023 before

correcting to the current 52.9 SEK -- roughly double the IPO price but half the all-time high.
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The stock's trading history reflects the classic micro-cap defense growth story: initial IPO enthusiasm drove shares from 25

SEK to above 100 SEK by early 2023 on acquisition-driven revenue growth and rising defense spending narrative. The

subsequent correction to the 32-55 SEK range during 2024-2025 reflected margin disappointment, integration challenges, and

the dilutive impact of equity raises. The Q4 2025 results triggered a partial recovery.

Ownership Structure

Shareholder Shares Stake Role

DT2W Invest AB (incl. SDG,

Kapybara)

3,241,667 23.8% Founder-linked, largest holder

Cajory AB / Cajory Defence 2,182,516 16.0% Strategic investor

MSE Holding 1,480,345 10.9% Strategic investor

Management and Board (est.) ~300,000 ~2% CEO, board, management

Other shareholders ~10,354,472 ~47.3% Institutional and retail

The ownership structure is concentrated, with the top three shareholders controlling over 50% of shares -- typical for a First

North company of this size. Management skin-in-the-game is positive. CEO Evelina Hedskog holds approximately 24,697

shares plus 45,000 warrants (2025/2028 series). She purchased 18,337 shares in October 2024 at 40.9 SEK, investing 750K
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SEK of personal capital -- a strong signal of management conviction. Total shares outstanding are approximately 17.56 million.

11. PRICE TARGET METHODOLOGY

Our 12-month price target of 65 SEK is derived from a DCF analysis blended with forward multiple considerations,

implying 23% upside from the current 52.9 SEK.

DCF Model Key Assumptions

Revenue 2026E 590 MSEK (20% growth per guidance)

Revenue 2027E 750 MSEK (organic + M&A toward 1B target)

Revenue 2028E 950 MSEK (continued scaling)

EBIT Margin 2026E 10% (improving from 7.7% R12)

EBIT Margin 2027E 11% (approaching target with upside)

EBIT Margin 2028E 12% (full-scale margin potential)

Tax Rate 22% (Swedish corporate rate)

WACC 10.5% (RF 3%, ERP 6%, beta 1.25)

Terminal Growth 3% (defense spending growth trend)

Shares Outstanding 17.56 million (no further dilution)

DCF Sensitivity Matrix (Implied Share Price, SEK)

WACC \ Growth 2% 3% 4%

9% 62.5 72.1 85.5

10% 54.3 61.4 70.8

11% 48.0 53.3 60.3

12% 42.9 47.1 52.4

Our base case (WACC 10.5%, terminal growth 3%) implies a fair value of approximately 57 SEK. We set our target at 65 SEK

to reflect: (1) potential positive earnings surprises as operating leverage kicks in, (2) re-rating catalyst from consistent quarterly
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profitability, and (3) the secular defense spending tailwind providing a valuation floor. This target sits between the base case

DCF and the WACC 9%, growth 3% scenario.

Cross-Check: Forward Multiples

On 2026E EBIT of 59M and current EV of 937M, the forward EV/EBIT is approximately 15.9x -- reasonable for a company

expected to grow revenue 20%+ annually. If we apply a 20x EV/EBIT to 2027E EBIT of 82M and discount back one year at

10.5%, we arrive at an equity value of approximately 1,080M SEK or 61.5 SEK per share -- consistent with our DCF range.

12. INSIDER TRANSACTIONS & SHORT POSITIONS

Insider activity is net positive -- management and board have been consistent buyers, particularly CEO Hedskog's

significant personal investment. Short interest is negligible at 0.5%.

Key Recent Insider Transactions

Date Person Role Action Value (KSEK)

2025-11 Jonas Rydin Board Buy +514

2025-11 Anders Silwer AB Board Buy +100

2025-08 Anna Soderblom Board Buy +200

2025-08 Cecilia Driving CFO Buy +46

2025-06 Management team CEO/VP/CFO Warrants +1,704

2025-03 Evelina Hedskog CEO Buy +249

2025-03 Lars Lennartsson ex-CFO Sell -798

2024-12 J. Hammersland VP Power Buy +270

2024-10 Evelina Hedskog CEO Buy +750

2024-11 Erik Heilborn Board Buy +146

The insider transaction pattern is decisively positive. CEO Hedskog has invested approximately 1.0 MSEK in personal share

purchases since her appointment in March 2024. Board members Heilborn, Silwer, Soderblom, and Rydin have all bought

shares. The management warrant program (June 2025) further aligns incentives. Former CFO Lennartsson's sales in March

ABG AI-generated research note for educational purposes. Not investment advice.



ABG AI  |  Equity Intelligence, Accelerated W5 Solutions (W5) Page 14

2025 appear to be personal liquidity management rather than a bearish signal.

Short Positions

Total short interest in W5 stands at 0.51% of capital -- negligible. The trend has been declining, with shorts down

approximately 16% in the last month. No individual short holders above the 0.5% disclosure threshold have been reported. The

minimal short interest reflects low liquidity on First North and the absence of a strong bearish thesis.

13. DIVIDENDS, BUYBACKS & CALENDAR

W5 has never paid a dividend or conducted share buybacks. All capital is being reinvested for growth. This is

appropriate given the company's lifecycle stage and growth ambitions.

With the company targeting 100% revenue growth over the next two years and managing significant working capital needs,

dividend payments would be premature. We do not expect any shareholder returns via dividends or buybacks before 2028 at

the earliest, when the company may have reached scale and generates consistent positive free cash flow.

Upcoming Calendar Events

Q1 2026 Report 7 May 2026

Q2 2026 Report 5 August 2026

Q3 2026 Report 5 November 2026

Q4 2026 Year-End Report 18 February 2027

The Q1 2026 report on May 7 will be the next major catalyst. Investors will watch for: (1) confirmation of the 20% revenue

growth guidance, (2) EBIT margin trajectory after the strong Q4 2025, (3) order intake and backlog development, and (4)

progress on the M&A agenda. A positive Q1 would reinforce the recovery narrative and could trigger a re-rating toward our

price target.

Payroll Cost Trend

Lens API payroll data shows a clear upward trajectory in employee costs, reflecting W5's headcount growth. Quarterly payroll

costs have roughly doubled from 2023 to 2025, in line with revenue growth. The seasonality pattern (higher costs in Q2/Q4

due to vacation pay and year-end bonuses) is visible in the data.
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14. HOW THIS ANALYSIS WAS MADE

This report was produced using a systematic combination of Borsdata API data (authoritative for financials) and

web-sourced qualitative research, analyzed through established institutional equity research frameworks.

Data Sources Used

All financial data -- income statements, balance sheets, cash flows, valuation multiples, KPI history, stock prices, insider

transactions, short positions, and corporate calendars -- was sourced from the Borsdata API (13 distinct endpoint calls). This

data is treated as ground truth. Qualitative research was sourced from web searches covering W5 Solutions investor relations

page, Nasdaq news feeds, Redeye research, MarketScreener, Investing.com, and Swedish defense industry publications.

Analytical Frameworks Applied

The analysis employs: (1) DuPont decomposition to break down ROE drivers; (2) Discounted Cash Flow valuation with explicit

three-year forecasts and terminal value, cross-checked against forward multiples; (3) Porter's Five Forces for competitive

positioning; (4) a custom quality scorecard to compensate for unavailable standardized scores; and (5) margin-of-safety

principles in setting the price target below the optimistic end of the DCF range.

Key Assumptions Behind the Price Target

The 65 SEK target rests on three critical assumptions: (1) W5 achieves 20% revenue growth in 2026 (590M SEK), consistent

with guidance and backlog support; (2) EBIT margins improve to 10%+ as operating leverage builds; (3) no further dilutive

equity raises. The WACC of 10.5% reflects small-cap risk offset partially by government-customer revenue quality. Terminal

growth of 3% reflects long-term European defense spending trajectory.

Where Our View Diverges from Consensus

Our price target of 65 SEK is below the analyst consensus of 83 SEK (2 analysts). We assign a higher WACC (10.5% vs likely

8-9% used by consensus) to reflect execution risk, and apply a lower terminal margin assumption. If the company consistently

delivers quarterly profitability and demonstrates a clear path to the 1B revenue target, we would revise upward.

Limitations and Uncertainties

Key limitations: (1) Segment-level revenue breakdown by business area is not publicly available -- our

Training/Power/Integration split is estimated from order flow data only; (2) Borsdata quality scores (F-Score, stability metrics)

unavailable due to short listed history; (3) Borsdata peer comparison returned no data; (4) Borsdata EV/EBITDA series

appears inconsistent with raw data -- we use our own calculation; (5) Extreme Q4 revenue seasonality makes quarterly

ABG AI-generated research note for educational purposes. Not investment advice.



ABG AI  |  Equity Intelligence, Accelerated W5 Solutions (W5) Page 16

comparisons unreliable; (6) Management's 1B revenue target by 2027 almost certainly requires M&A whose terms are

uncertain.

15. SCENARIO ANALYSIS - 12-MONTH PRICE TARGETS

  BULL CASE: SEK 90 (+70.1% upside)

Assumptions:

- Revenue reaches 700M+ in 2026 through organic growth exceeding 20% guidance plus an accretive acquisition

- EBIT margin expands to 12-15% as Q4 2025 operating leverage proves sustainable across more quarters

- European defense spending acceleration (NATO 2%+ GDP commitments) provides multi-year demand tailwind

- Order backlog grows to 800M+ providing unprecedented revenue visibility

- Management successfully executes international expansion strategy, reducing Swedish concentration risk

Catalysts:

- Large contract win exceeding 100M SEK from an international customer

- Accretive M&A that adds 200M+ SEK revenue at 10%+ margins

- Upgrade to Nasdaq Stockholm main market, attracting institutional investors

- Swedish NATO integration drives incremental defense procurement for W5 capabilities

- Q1 2026 results significantly beat expectations, triggering analyst upgrades

  BEAR CASE: SEK 32 (--39.5% downside)

Assumptions:

- Revenue growth decelerates to below 10% as order backlog conversion disappoints

- EBIT margins compress back to break-even as cost inflation and integration challenges persist

- Working capital requirements continue to consume cash, necessitating another dilutive equity raise

- Customer concentration risk materializes -- loss of a key FMV framework agreement or Saab contract

- Goodwill impairment write-down as acquired businesses underperform expectations

Risk triggers:

- Q1 2026 results miss expectations with declining order intake

- Geopolitical de-escalation reduces defense procurement urgency

- Key management departures -- CEO Hedskog or business area heads

- Integration failure in acquired subsidiaries

- Competition from larger primes displaces W5 from key contracts

- Liquidity crisis -- First North delisting risk if market cap drops

16. VERDICT

  BUY on Defense Tailwinds -- Turnaround Gaining Traction, But Execution Must Prove Itself

W5 Solutions is a niche Swedish defense technology company riding the strongest European defense spending wave in

decades. The company's R12 2025 results -- with revenue of 492 MSEK (+18.6% YoY), a return to positive EBIT of 37.8

MSEK, and an order backlog that has nearly doubled to 566 MSEK -- demonstrate that the business is gaining scale and

operational leverage. The Q4 2025 quarter was particularly impressive, with a 22% EBIT margin on 215 MSEK of revenue,

showing the profit potential at higher volumes. Management's target of 1 billion SEK in revenue with 10% EBIT by 2027 is

ambitious but underpinned by a credible order pipeline and European rearmament tailwinds.

The stock trades at 52.9 SEK (P/E 63x on R12 EPS of 0.84 SEK), which is expensive on trailing earnings but more reasonable

on forward estimates -- approximately 16x 2026E EV/EBIT -- if the company delivers on its growth trajectory. Our DCF base

case yields a fair value of approximately 57 SEK, and our 12-month price target of 65 SEK (+23% upside) reflects additional

optionality from potential positive earnings surprises, re-rating catalysts, and the secular defense spending backdrop.
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Key risks center on execution: can management scale from 500M to 1 billion SEK revenue while improving margins, managing

working capital, and integrating acquisitions? Free cash flow has been negative in four of six years, earnings have been

inconsistent, and the extreme Q4 seasonality makes quarterly analysis challenging. However, with insider buying from the

CEO and board, minimal short interest (0.5%), a fortress balance sheet (68% equity ratio, 0.1x net debt/EBITDA), and powerful

secular tailwinds from NATO expansion and European rearmament, the risk-reward profile tilts favorably.

We initiate with a BUY rating and MODERATE conviction. The conviction is moderate rather than high because: (1) the

company has not yet demonstrated consistent quarterly profitability -- the 2026 reporting cycle will be critical; (2) the 1 billion

revenue target requires M&A whose terms are unknown; and (3) the stock's First North listing and 930M market cap limit

institutional access and liquidity. If Q1/Q2 2026 results confirm the margin recovery trajectory, we would consider upgrading

conviction to HIGH. For investors with a 2-3 year horizon and tolerance for small-cap volatility, W5 Solutions offers a

compelling entry into the European defense growth story at a reasonable price.

All financial figures, KPIs, stock prices, insider transactions, and corporate action data are sourced from the Borsdata API and treated as authoritative ground
truth. Qualitative information (business model, competitive landscape, management background, analyst consensus, ownership structure) was sourced from
web research and cross-referenced where possible. Specific data limitations: (1) Borsdata quality scores (F-Score, stability metrics) unavailable for this
instrument; (2) Borsdata peer comparison returned no data; (3) Borsdata EV/EBITDA values appear inconsistent with raw data calculations -- our own derivation
from authoritative raw data is used; (4) Segment-level revenue breakdown is estimated (unverified); (5) Analyst consensus (83 SEK, 2 analysts) may not reflect
full sell-side coverage.

SOURCES (All data cross-validated against 2+ sources)

  - Borsdata API: Company profile, financials (10yr), valuation, KPI dashboard, stock prices, insider holdings, short positions, buybacks, report calendar, dividend calendar, peer comparison, payroll data (13 endpoint calls)

  - W5 Solutions Year-End Report 2025 (Jan-Dec), published 2026-02-12

  - W5 Solutions 2024 Annual Report

  - W5 Solutions corporate website and investor relations (w5solutions.com)

  - Redeye equity research on W5 Solutions

  - MarketScreener: W5 Solutions shareholders and consensus estimates

  - Investing.com: W5 Solutions consensus price target

  - Nasdaq news feed: W5 Solutions corporate announcements

  - SOFF (Swedish Defence and Security Industry Association)

  - Nordic Defence Review: defence industry context

Disclaimer: This is an AI-generated research note for educational and informational purposes only. It does not constitute investment advice or a recommendation to buy,
sell, or hold any security. Past performance is not indicative of future results. Investors should conduct their own due diligence before making investment decisions.

ABG AI-generated research note for educational purposes. Not investment advice.


