I

Danske Bank

Credit Research | Investment Research

Valmet

Post results | 28 October 2026

Solid performance in a muted market - no decision yet on potential separation

Valmet delivered a better-than-expected and decent Q3 report in a muted
market environment from a credit perspective, with flat organic revenue
y/y, solid margins, and small earnings growth supported by the EUR420m
acquisition of Severn Group. The acquisition drove adj. net debt/EBITDA up
slightly to 2.0x from 1.7x g/q, but we continue to see Valmet's balance sheet
and credit profile as comparable with IG-rated Nordic capital goods peers.
The market is also showing encouraging signs of a pick-up, with group order
intake up 25% y/y organically, and biomaterial services orders up 12% y/y
organically. No decision has yet been made on the potential separation of
the company’s two segments, but an update is expected in the Q4 report at
the latest. The 2029s lack a demerger put, but we would still expect consent
solicitation given the bondholders’ legal rights to object to a potential
separation, should Valmet proceed with the demerger. The 2029s are
quoted slightly wider than the ‘BBB-' curve, and we view the bonds as an
attractive carry case. We keep Overweight.

Revenue in Q3 was up 5% y/y (+1% organically), coming in 3% above
Bloomberg consensus, while adj. EBITA increased 6% y/y, beating consensus
by 5%. Adj. EBITA-% was 12.4% vs 12.2% cons. and 12.3% a year ago. The y/y
growth in revenue and earnings was driven by the EV EUR420m Severn Group
acquisition closed in July. Moreover, cost cuts also supported profitability.
Altogether, we think the 12.4% margin is decent performance from Valmet
given that its main end-market, pulp & paper [c.75% of orders historically), is
still struggling with the weak cycle, which not only impacts equipment sales
but also services volumes that correlate with customers' mill utilisation rates.

Key figures

EURmM Q325 Q226 Q326 y/y a/q
Total sales 1,295 1,315 1,360 5.0% 3.4%
EBITDA (rep.) 176 178 172 -2.3% -3.4%
EBITDA (adj.) 176 178 172 -2.3% -3.4%
Netincome 86 75 70 -18.6% -6.7%
FFO (rep.) 146 135 158 8.2% 17.0%
FFO (adj.) 146 135 158 8.2% 17.0%
Equity 2,470 2,499 2,579 4.4% 3.2%
Net debt 961 996 1,254 30.5% 25.9%
Net debt (adj.) 1,121 1,145 1,385 23.6% 21.0%
Ratios Q325 Q226 Q326 vy a/q
EBITDA margin 14% 14% 13% -1pp -1pp
Net debt/EBITDA (x) 15 1.5 1.8 0.3 0.4
Adj. net debt/adj. EBITDA [x) 1.8 1.7 2.0 0.3 0.4
FFO/net debt 55% 57% 46% -9pp -11pp
Adj. FFO/adj. net debt 47% 50% 42% -5pp -8pp
Adj. total debt/total capital 39% 41% 44% 4pp 3pp
Net debt/total capital 25% 24% 28% 4pp 4pp

Source: Company data, Danske Bank Credit Research
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That said, the market is showing some signs of stabilisation or even pick-up,
with Valmet delivering strong order intake, up 30% y/y on a group level [(+25%
organically) to EUR1.4bn, coming in 18% above consensus at EUR1.2bn. This
was driven by equipment orders particularly in packaging and paper, but also
by increasing biomaterial services orders broadly across regions and service
categories. Moreover, operating cash flow was solid at EUR210m vs EUR94m
in Q3 25, supported by NWC releases. Our free cash flow (OCF - capex - net
M&A - shareholder distributions) was still negative at EUR224m due to the
Severn acquisition. As expected, this drove up adj. net debt/EBITDA to 2.0x
from 1.7x g/q, but it came in better than our 2.3x estimate on stronger cash
flow and EBITDA.

Chart 1. Revenue (EURm), EBITDA-% and adj. EBITA-% Chart 2. Adj. net debt (EURmM) and adj. net debt/EBITDA
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Chart 5. LTM revenue by segment (EURm) Chart 6. LTM adjusted EBITA by segment (EURm)
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Potential separation of the two segments in focus
Separation would make sense given the limited synergies

In July 2026, Valmet initiated a strategic review to evaluate a potential
separation of its two segments, Biomaterial Solutions and Services [EUR3.9bn
revenue, EUR387m adj. EBITA and 10.0% adj. EBITA-% in Q3 26 LTM) and
Process Performance Solutions (EUR1.5bn, EUR304m and 19.9%), into two
standalone publicly listed companies. The review is still ongoing, and Valmet
will provide an update on the review in its Q4 26 report at the latest.

From a strategic perspective, a separation would make sense as the
businesses are to some degree distinct from each other. While Biomaterial
Solutions and Services focuses mainly on equipment and services provided
for the pulp & paper industry, the Process Performance Solutions, which
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offers flow control (e.g. valves) and automation systems, has a broader end-
industry exposure as pulp & paper forms only ¢.30% of its revenue. That said,
there are some synergy gains and commercial overlaps between the
segments as valves and automation systems are also provided for pulp &
paper customers.

No demerger put in the documentation - EoD clause is also unlikely to be
triggered

From a bondholder perspective, there does not seem to be a demerger put or
any other clause in the 2029s documentation that would automatically force
early redemption if Valmet were to separate its two segments. The most
relevant Event of Default provision is the infamous “cessation of business”
clause, but the threshold appears high: Valmet would have to cease carrying
on its current business “in its entirety”. While we stress that we are not legal
experts, separating one segment would be unlikely to meet that test if one of
the two segments continues its business under Valmet as an operating
company.

The CoC clause is also unlikely to be triggered if there is a pro-rata demerger
to existing shareholders.

We expect a consent solicitation to get bondholders to waive their
objection rights

Assuming the 2029s remain outstanding after the potential demerger, the
credit riskimpact would be determined on where the bonds would sit after the
demerger and how net debt would be allocated between the two companies.
At this stage, there is naturally no visibility on this. That said, we think the
Process Performance Solutions would have a stronger underlying credit
profile out of the two segments, given its higher margins, smaller exposure to
the cyclical pulp and paper sector, and lower share of equipment sales,
whereas the more cyclical Biomaterial Solutions and Services segment has
lower margins and higher project risk. Therefore, the strategic review
introduces some event risk given the uncertainty around what assets and
cash flow would support the bonds after the possible demerger, if the bonds
remain outstanding.

However, we note that bondholders have legal rights under the Finnish
Limited Liability Companies Act to object a demerger, which should give some
protection for bondholders against the event risk. In this respect, we would
expect Valmet to carry out a consent solicitation process to ask bondholders
to waive these certain Finnish legal rights to object to a possible demerger,
similar to e.g. Stora Enso’s Swedish forest asset spin-off, UPM's spin-off of the
Plywood segment, and Cargotec’s Kalmar segment demerger seen in recent
years. In Stora Enso’s and UPM's cases, 0.35% early consent fees were offered
for bondholders to lift their statutory rights. For Cargotec, a 0.35% consent fee
+ 0.15% early consent fee were offered.

Outlook

Valmet maintained its guidance and expects revenue in 2026 to remain at the
2025 level of EUR5,197m (Q1-Q3 26: +5% y/y) and adjusted EBITA to remain
at the previous year’s level or increase from EUR620m in 2025 (Q1-Q3 26:
+3% y/y). While a guidance upgrade may have been warranted, management
stayed cautious as “Q4 remains an important quarter” and “market visibility
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remains limited”, reflecting uncertainty on services activity and execution, as
well as and project timing. We still think that the materially improved order
intake in Q3 provides some encouraging signs that the market is past the
bottom, although one strong quarter should not be extrapolated, and also
because large equipment orders are lumpy.

Recommendation

We maintain our Overweight recommendation on the Valmet 2029s, which
are quoted some 10bp wider than our ‘BBB-' industrials reference curve,
offering some small unrated spread pick-up. We don’t see any significant
tightening potential from these levels, but we still find the 2029s as an
attractive carry case considering Valmet's 1) solid balance sheet even after
the Severn acquisition, 2] its strong market position in pulp and paper
equipment and services, 3] signs of demand stabilisation or even
improvement in the end-market, 4] its high share of less cyclical services and
automation business, 5) geographical diversification, and 6) solid margin
management track record.

Chart 8. Relative value
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Company summary

Company description

Valmet is a Finland-based leading machinery and equipment supplier for the
pulp, paper and energy industries. The company's offering includes board,

paper and tissue production machinery, pulp mills, power plants and heating
plants. Valmet also provides automation systems, flow control solutions and

related aftermarket services.

EBITDA breakdown, segments geography

China, 11%

EMEA, 26%
South America,
10%

Northa America,
17%

Asia-Pacific,
36%

Key credit strengths
. Market leading positions in pulp and paper equipment and services
. High share of less cyclical services and automation business
. Solid profitability and track record of improving operative

performance
. Geographical diversification

Debt maturity profile, bond only (EURm)
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Isin Coupon Currency Maturity /Call Seniority Rating
FI4000567094 4% EUR 13/12/2028  Sr Unsecured NR
Rating migration

n/a

Key credit challenges
. Cyclicality in equipment sales

. Concentration on the pulp and paper industry
. Exposure to large fixed price projects

Main shareholders

Name Votes (%) Capital (%)
Oras Invest 10.4% 10.4%
Solidium 10.1% 10.1%
Varma 4.0% 4.0%
limarinen 3.4% 3.4%
Elo 1.3% 1.3%
Relative valuation
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Summary table
Income statement (EURm) 2024 2025 2026E 2027E 2028E
Total sales 5,359 5,197 5,455 5,499 5,575
Operating expenses -4,910 -4,759 -4,988 -4,967 -5,029
EBITDA 668 647 691 763 780
EBITDA adjusted 668 647 691 763 780
Non-recurring items 0 0 0 0 0
Depreciation and amortisation -219 -209 -224 -230 -234
EBIT 449 438 466 533 546
EBIT adjusted 609 620 641 653 666
Net interest -65 -62 -70 -91 -91
Other financial items (net) 0 0 0 0 0
Pre-tax profit 383 376 396 441 455
Tax -102 -97 -110 -110 -114
Netincome 281 279 287 331 341
Balance sheet (EURm) 2024 2025 2026E 2027E 2028E
Fixed assets 726 740 751 786 791
Goodwill 1,808 1,800 2,012 2,012 2,012
Associates 17 19 24 24 24
Other non-current assets 1,337 1,223 1,319 1,261 1,203
Working capital assets 1,765 1,653 1,843 1,820 1,845
Cash and cash equivalents 482 535 605 698 785
of which restricted cash 0 0 0 0 0
Other current assets 697 664 691 683 692
Total assets 6,832 6,634 7,245 7,285 7,352
Total assets (adj.) 6,832 6,634 7,245 7,285 7,352
Total interest-bearing debt 1,544 1,461 1,872 1,872 1,872
Total interest-bearing debt adjusted 1,701 1,617 2,003 2,003 2,003
Net interest-bearing debt 1,062 926 1,267 1,174 1,087
Net interest-bearing debt adjusted 1,219 1,082 1,398 1,305 1,218
Working capital liabilities 460 500 537 531 538
Other current liabilities 827 799 921 910 922
Other non-current liabilities 326 273 299 299 299
Total equity 2,614 2,590 2,563 2,632 2,667
Total equity and liabilities 6,832 6,634 7,245 7,285 7,352
Total equity and liabilities (adj.) 6,989 6,790 7,376 7,416 7,483
Cash flow statement (EURm) 2024 2025 2026E 2027E 2028E
EBITDA 668 647 691 763 780
Tax paid -134 0 -114 -110 -114
Other cash flow from operations -23 -105 6 -91 -91
Funds from operations (FFO) 511 542 583 562 575
FFO (adjusted) 511 542 541 562 575
Change in working capital 43 39 -114 2 -2
Operating cashflow (CFQ) 554 581 469 563 573
CFO (adjusted) 554 581 427 563 573
Capex -107 -103 -94 -120 -120
Divestments/acquisitions of businesses -131 6 -404 -30 0
Free operating cashflow (FOCF) 316 484 -29 413 453
FOCF (adjusted) 316 484 -71 413 453
Dividend paid -249 -249 -248 -262 -306
Share buyback -3 -3 0 0 0
Free cashflow (FCF) 64 232 -291 93 87
Other investing activities 0 0 -14 -58 -60
Debt repayment -384 0 0 0 0
Funding shortfall -320 232 -305 35 27
New debt 375 0 0 0 0
New equity 0 0 0 0 0
Other financing activities -4 -232 -28 58 60
Change in cash 51 0 -333 93 87

Source: Company data, Danske Bank Credit Research estimates
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Summary table

Adjusted ratios (EURm) 2024 2025 2026E 2027E 2028E
Sales growth -3% -3% 5% 1% 1%
EBITDA margin 12.5% 12.4% 12.7% 13.9% 14.0%
Adj. EBITDA margin 12.5% 12.4% 12.7% 13.9% 14.0%
EBIT margin 8.4% 8.4% 8.5% 9.7% 9.8%
Adj. EBIT margin 11.4% 11.9% 11.8% 11.9% 11.9%
EBITDA interest coverage (x) 9.3 n.m. 145 8.4 8.6
Adj. EBITDA interest coverage (x) 9.3 n.m. 145 8.4 8.6
EBIT interest coverage (x) 6.4 n.m. 9.8 5.8 6.0
Adj. EBIT interest coverage (x) 6.4 n.m. 9.8 5.8 6.0
FFO interest coverage (x) 7.2 n.m. 12.2 6.2 6.3
Adj. FFO interest coverage (x] 7.2 n.m. 11.3 6.2 6.3
CFO interest coverage (x) 7.8 n.m. 9.8 6.2 6.3
Adj. CFO interest coverage (x] 7.8 n.m. 8.9 6.2 6.3
Net debt/EBITDA (reported) (x) 16 1.4 1.8 15 14
Net debt/EBITDA (x] 1.6 1.4 1.8 1.5 14
Adj. net debt/ad]. EBITDA (x) 1.8 1.7 2.0 1.7 16
Debt/EBITDA (x] 2.3 2.3 2.7 2.5 2.4
Adj. debt/adj. EBITDA (x) 25 25 29 26 2.6
Debt/EBITDA (reported) (x) 2.3 2.3 2.7 2.5 2.4
FFO/net debt 48.1% 58.5% 46.0% 47.8% 52.9%
Adj. FFO/adj. debt 30.0% 33.5% 27.0% 28.0% 28.7%
Adj. FFO/adj. net debt 41.9% 50.1% 38.7% 43.0% 47.2%
FFO/debt 33.1% 37.1% 31.1% 30.0% 30.7%
Adj. total debt/total capital 44.4% 44.0% 50.6% 50.9% 51.6%
Net debt/total capital 25.5% 22.9% 28.6% 26.1% 23.9%
Adj. net debt/ad). total capital 31.8% 29.5% 35.3% 33.1% 31.3%
Quarterly overview (EURm) Q3 25 Q425 Ql 26 Q2 26 Q3 26
Net sales 1,295 1,477 1,244 1,315 1,360
EBITDA 176 219 110 178 172
Adj. EBITDA 176 219 110 178 172
EBIT 125 167 58 127 115
Netincome 86 105 34 75 70
Capex -24 -22 -17 -15 -27
FFO 146 171 118 135 158
Total debt 1,440 1,461 1,477 1,580 1,872
Net debt 961 926 898 996 1,254
Adjusted net debt 1,121 1,082 1,045 1,145 1,385
Equity (incl. minorities) 2,470 2,590 2,412 2,499 2,579
Ratios

Net debt/EBITDA (x) 1.5 1.4 1.5 15 1.8
Adj. net debt/EBITDA (x) 1.8 1.7 1.7 1.7 2.0
FFO/net debt 55% 58% 56% 57% 46%
Adj. FFO/net debt 47% 50% 49% 50% 42%

Source: Company data, Danske Bank Credit Research estimates
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research report.

Danske Bank is a market maker and a liquidity provider and may hold positions in the financial instruments of the issuer(s) mentioned in this research report.

Within the previous 12 months, Danske Bank has acted as a committed financing arranger for Valmet Oyj in connection with the acquisition of Severn Group.

As aninvestment bank, Danske Bank, its affiliates and subsidiaries provide a variety of financial services, including investment banking services. It is possible that Danske
Bank and/or its affiliates and/or its subsidiaries might seek to become engaged to provide such services to Valmet in the next three months.

Danske Bank has made no agreement with Valmet to write this research report. No parts of this research report have been disclosed to Valmet. No recommendations or
opinions have been disclosed to Valmet and no amendments have accordingly been made to the same before dissemination of the research report.

Risk warning

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of relevant assumptions, are stated throughout the text.

Expected updates

Issuer research reports will be updated at least quarterly following results announcements and in response to credit updates arising from issuer news, ad hoc credit
publications or sector thematic research.

Completion and first dissemination

The completion date and time in this research report mean the date and time when the author hands over the final version of the research report to Danske Bank's
editing function for legal review and editing.

The date and time of first dissemination mean the date and estimated time of the first dissemination of this research report. The estimated time may deviate up to 15
minutes from the effective dissemination time due to technical limitations.

See the back page of this research report for the date and time of first dissemination.

Financial models, valuation and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as publicly available statistics for each
individual security, issuer and/or country.

We base our bond valuation conclusion on an estimation of a fair business and financial risk profile of the issuing entity. By combining these risk profiles with market
technical and bond-specific issues such as documentation and structuring, we arrive at an overall bond risk profile. We compare the bond spread to those of peers with
similar risk profiles and against this background we estimate whether the bond is attractively priced in the market. We express this view with either an Overweight,
Marketweight or Underweight recommendation. This signals our opinion of the bond'’s performance potential compared with relevant peers in the coming six months.
More information about the valuation and/or methodology and the underlying assumptions is accessible via https://danskeci.com/ci/research/disclosures-and-
disclaimers. Select Credit Research Methodology.
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Recommendation structure
Investment recommendations are based on the expected development in the credit profile as well as relative value compared with the sector and peers.

As at 30 September 2026, Danske Bank Credit Research had investment recommendations on 191 corporate bond issuers. The distribution of recommendations is
represented in the distribution of recommendations column below. The proportion of issuers corresponding to each of the recommendation categories above to which
Danske Bank provided investment banking services in the previous 12 months ending 30 September 2026 is shown below.

Time Distribution of Investment banking
Rating Anticipated performance horizon recommendations relationships
Overweight Outperformance relative to peer group 6 months 31% 53%
Marketweight Performance in line with peer group 6 months 58% 60%
Underweight  Underperformance relative to peer group 6 months 12% 41%

Changes to recommendation in the past 12 months:

Date Old rec. New rec.
6 Jul 2026 No recommendation  Overweight
22 Dec 2025 Overweight No recommendation

Validity time period

This communication and the communications in the list referred to below are valid until the earlier of (a) dissemination of a superseding communication by the author,
or (b) significant changes in circumstances following its dissemination, including events relating to the market or the issuer, which can influence the price of the issuer
or financial instrument.

Investment recommendations disseminated in the preceding 12-month period

Alist of previous investment recommendations disseminated by the lead analyst(s) of this research report in the preceding 12-month period can be found at
https://danskeci.com/ci/research/disclosures-and-disclaimers. Select Credit Research recommendation history - Recommendation history.

Other previous investment recommendations disseminated by Danske Bank Credit Research are also available in the database.

General disclaimer

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should not be considered investment, legal or tax advice. It does
not constitute or form part of, and shall under no circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial
instruments (i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options, warrants, rights or other interests
with respect to any such financial instruments) [‘Relevant Financial Instruments’). This research report has been prepared independently and solely based on publicly
available information that Danske Bank A/S considers to be reliable, but Danske Bank A/S has not independently verified the contents hereof. While reasonable care has
been taken to ensure that its contents are not untrue or misleading, no representation or warranty, express or implied, is made as to, and no reliance should be placed
on, the fairness, accuracy, completeness or reasonableness of the information, opinions and projections contained in this research report and Danske Bank A/S, its
affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any loss of profits, arising from reliance on this
research report. The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date hereof. These opinions are subject to
change and Danske Bank A/S does not undertake to notify any recipient of this research report of any such change nor of any other changes related to the information
provided in this research report. This research report has been prepared for professional clients. Distribution of research reports containing investment
recommendations and complex financial products to retail clients is prohibited unless Danske Bank A/S has conducted an evaluation and determined, on a case-by-
case basis, that the client possesses the necessary financial knowledge and experience to understand the complexities and risks involved. Under no circumstances may
this report be distributed to individual investors in the United States. This research report is protected by copyright and is intended solely for the designated addressee.
It may not be reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S's prior written consent.

Artificial intelligence tools may have been used by Danske Bank A/S in the preparation of this content, including in connection with the collection, processing, or analysis
of information, and/or the drafting or editing thereof. Any such use is subject to review and editorial control by the author(s), who remain responsible for the content and
any opinions and conclusions expressed herein. Danske Bank A/S maintains internal governance and information barrier arrangements applicable to the use of such
tools, designed to prevent information from being made available to other business areas otherwise than in accordance with Danske Bank A/S's conflicts of interest
policy.

Disclaimer related to distribution in the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer and subsidiary of
Danske Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research report in
connection with distribution in the United States solely to ‘U.S. institutional investors’.

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence of research analysts. In addition, the research
analysts of Danske Bank A/S who have prepared this research report are not registered or qualified as research analysts with the New York Stock Exchange or Financial
Industry Regulatory Authority but satisfy the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may do so only by contacting Danske Markets Inc.
directly and should be aware that investing in non-U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered
with the U.S. Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. Securities and Exchange Commission.

11|

28 October 2026 https://research.danskebank.com


https://danskeci.com/ci/research/disclosures-and-disclaimers

Danske Bank

Disclaimer related to distribution in the United Kingdom

Inthe United Kingdom, this document is for distribution only to (I) persons who have professional experience in matters relating to investments falling within article 19(5)
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (Il) high net worth entities falling within article 49(2)(a) to (d) of the Order;
or (ll) persons who are an elective professional client or a per se professional client under Chapter 3 of the FCA Conduct of Business Sourcebook (all such persons
together being referred to as ‘Relevant Persons’). In the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely on
this document or any of its contents.

Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic Area ‘EEA’) who are ‘Qualified Investors’ within the
meaning of Article 2(e) of the Prospectus Regulation (Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be deemed
to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to have represented and agreed that it has not received this
document on behalf of persons in the EEA other than Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth and accuracy of the foregoing representations and
agreements. Any person in the EEA who is not a Qualified Investor should not act or rely on this document or any of its contents.

Report completed: 28 October 2026 at 13:28 CET
Report disseminated: 28 October 2026 at 14:15 CET
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