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Outlook for earnings growth remains good
(was Accumulate)

Accumulate

EUR 15.36

(was EUR 18.50)

EUR 18.50

Recommendation

Share price:

Guidance (Unchanged)

Wärtsilä expects the demand environment for both its marine (Wärtsilä 
Marine) and energy (Wärtsilä Energy) businesses to be better in the next 
12 months (Q2/2025-Q1/2026) than in the comparison period.

The first months of the year were good in terms of earnings and 
the distribution of the order intake was also slightly better than 
expected. The company maintained a positive market outlook, 
which we believe somewhat alleviates concerns about 
uncertainties affecting market growth that have increased in 
recent months. The company has a strong position and high 
return on capital in a structurally growing end market, which we 
believe makes the current discounted valuation level attractive. 
We reiterate our Accumulate recommendation and EUR 18.5 
target price.

Results show good start to year in line with expectations

Q1 was good and largely in line with expectations. Revenue was 
8% below forecasts, mainly due to the timing of deliveries in 
Energy Storage, which is volatile on a quarterly basis and has low 
margins. The group's adjusted EBIT (171 MEUR) increased by 29% 
year-on-year and met the estimates. Cash flow from operating 
activities was at a good level of 190 MEUR, although lower 
compared to the strong level of the comparison period 
(258 MEUR). The company reiterated its message that net 
working capital remains at an exceptionally good level and that 
more capital will be tied up in the near future, which may weigh on 
cash flow relative to the earnings.

Order intake distribution slightly better than expected

Q1 order intake of 1902 MEUR (-1% y/y) was in line with consensus 
and 3% above our forecast. Service business orders grew at a 
steady pace of 5%, while new equipment orders were down 7% 
compared to the strong first quarter of last year. Order intake for 
Energy's Power Plant business grew by 16%, continuing the strong 
trend of the previous quarters and beating the consensus forecast 
by 13%. Portfolio Business also showed strong growth in order 
intake of 32%, exceeding consensus by 36%. Marine orders grew 
by 11%, which was almost in line with expectations. Energy 
Storage orders declined and fell short of expectations. Overall, we 
view the order mix as favorable relative to expectations, as we 

expect order growth, particularly in Energy's Power Plant 
business, to be more material to long-term earnings development 
than in Energy Storage. The order book stood at 8,533 MEUR at 
the end of Q1 (+17% y/y).

Outlook for next 12 months remains positive

Wärtsilä expects the demand environment in Marine and Energy 
over the next 12 months to be better than the comparison period 
(as also estimated at the end of the previous quarter). The outlook 
for new ship orders has weakened due to the uncertainty in world 
trade caused by the trade war, but demand for Wärtsilä's 
important ship segments, such as cruise ships and ferries, remains 
good. Power Plant orders continue to enjoy good momentum. 
Energy Storage is suffering from fears of tariffs in the US, which 
nevertheless accounts for a limited share of the total segment. 
Wärtsilä has protected its position in its customer and supply 
contracts so that any changes in tariffs do not result in unexpected 
additional costs for the company and the risks are borne by the 
customers. In addition, in line with its strategy, the company strives 
to grow the service revenue by deepening cooperation with 
customers, which will support the profitability outlook. We left our 
estimates largely unchanged.

Competitiveness and market growth outlook are compelling

The EV/EBIT of 9.7x in our 2025 forecasts is, in our view, a very 
moderate level for a company with a strong return on investment 
(ROI 2024: 24%) and long-term growth supported by, among 
other things, emission reductions. The valuation gap to the peer 
group has already widened to 42% (median EV/EBIT 2025e of 
peers: 16,6x). On the other hand, it is important to acknowledge 
that the indirect impacts of the trade war on Wärtsilä are still 
difficult to assess, which means that the earnings outlook for 
2025-26 in particular is subject to a high degree of uncertainty. 
The complex structure of the group may also partly weigh on the 
valuation accepted by the market in relation to our DCF 
calculation (DCF: EUR 19.3 per share).
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Target price:

Business risk

Valuation risk



o Strong position in the selected segments

o Extensive installed equipment portfolio and 
significant share of services business

o Progress in high value-added services

o Divestments of smaller business units

o Cyclicality of shipbuilding

o Uncertainty about the winning renewable 
energy production forms

o Energy Storage dependent on individual large 
orders and variable investment activity
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No big surprises in Q1
Q1 earnings developed strongly as expected

Q1 revenue was 1,560 MEUR, a strong increase of 18% 
compared to the weak comparison period. Revenue, 
however, missed forecasts by 8%, mainly due to the timing 
of low-margin Energy Storage deliveries. New equipment 
sales grew by 38%, while services grew at a more 
moderate rate of 6%. The growth in new equipment sales 
was concentrated in low-margin Energy Storage (although 
expectations were even higher), where revenue was 
exceptionally low in the comparison period. Equipment 
sales grew in all reporting areas and Marine's new 
equipment sales growth was also strong, up to 41%. Service 
revenue growth was more stable (4-6% in Marine and 
Energy). Strong growth drove adjusted EBIT to 171 MEUR 
(Q1’24: 132 MEUR), and the earnings were at the expected 
level. Marine, in particular, improved its result year-on-year, 
as expected. Portfolio Business improved its result more 
than expected, but the impact on the absolute group 
earnings was less significant.

Order intake development better than expected

Order intake in Q1 was 1,929 MEUR, down 2% from the 
comparison period, but in line with consensus expectations 
and 3% above our forecast. Orders for new equipment 
were stable in Marine, increased strongly in Energy's 
power plants and in the Portfolio Business, but declined 
significantly in Energy Storage. Energy Storage orders in
the US are suffering from the threat of a trade war, as 
batteries in particular are typically sourced from China in 
the market. Service orders grew 3-4% in Energy and Marine 
and 16% in Portfolio Business. In Energy Storage, we do not 
think that the share of services is significant.

We believe that the higher-than-expected weighting of 
order growth in Energy's Power Plant business and 
Portfolio Business is positive for the earnings growth 
outlook, as these segments are more profitable than 
Energy Storage, where orders were below expectations.
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Wärtsilä Q1’25: Looking good in the fog — for now

https://www.inderes.se/videos/wartsila-q125-looking-good-in-the-fogfor-now
https://www.inderes.se/videos/wartsila-q125-looking-good-in-the-fogfor-now


Earnings growth outlook has remained good
Both order book and market environment support further growth

o Wärtsilä expects the demand environment in Marine and Energy over the next 12 months 
to be better than the comparison period (as also estimated at the end of the previous 
quarter).

o The order book at the end of Q1 was 8.5 BNEUR, which is 17% higher than a year ago.

o The outlook for new ship orders has weakened due to the uncertainty in world trade 
caused by the trade war, but demand for Wärtsilä's important ship segments, such as 
cruise ships and ferries, remains good.

o Energy's Power Plant orders continue to enjoy good momentum. This is supported, 
among other things, by investments in renewable energy, which increases the need for 
balancing power. In addition, new, larger data centers, for example, will increasingly 
require their own stable power generation, for which Wärtsilä engines are also suitable.

o Energy Storage is suffering from fears of tariffs in the US, which nevertheless accounts for 
a limited share of the total segment. Wärtsilä has protected its position in its customer and 
supply contracts so that any changes in tariffs do not result in unexpected additional 
costs for the company and the risks are borne by the customers.

o We made moderate adjustments to our profitability assumptions, for example, but in the 
big picture there are no significant changes to the earnings outlook.
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Wärtsilä, Webcast with teleconference, Q1'25

https://www.inderes.se/videos/wartsila-webcast-with-teleconference-q125
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Lower valuation offsets uncertainty
Strong value creation in a growing market

We see Wärtsilä as having a strong market position in four-
stroke engines, both in the marine business (Marine) and in 
the power plant business (Energy). The company's service 
operations, based on a large installed base, are very 
profitable, and the service business is being developed in 
line with the strategy by deepening cooperation with 
customers and thus increasing the share of high value-
added services. Key long-term growth drivers for the market 
are the decarbonization of maritime transport and the 
transformation of the energy system, where weather-
dependent power generation will need to be complemented 
by balancing power solutions. Return on capital employed is 
high (2024: 23.7%), which, combined with a positive growth
outlook, allows for significant value creation.

Earnings-based valuation level has fallen

The escalation of the trade war in March-April has weakened 
the growth outlook for the global economy, affecting also 
Wärtsilä's end markets, although it is still difficult to assess 
the impact. The immediate impact on the company has been 
limited, as the company reiterated its positive market 
outlook in connection with the Q1 report. The share price 
decline in recent months has lowered the earnings-based 
valuation level, although we have lowered our adj. EBIT 
forecasts by around 5%, which was largely done in our 
preliminary analysis published prior to the Q1 report. The 
stock's current earnings-based EV/EBIT valuation of 9.7x and 
8.5x based on the 2025 and 2026 estimates is, in our view, 
attractive for Wärtsilä's investment profile. The company's 
peer group is valued at multiples of 16.6x and 14.9x (median). 
We consider the peer group multiples to be high, but even 
at our target price, the stock would be discounted by around 
28% to peers. Using our fair value estimates of EV/EBIT 

multiples of 12-14x (2025e), the fair value of Wärtsilä's stock 
would be EUR 18.5-21.5, plus a dividend yield of 3%/year.

Attractive DCF potential

The fair value of Wärtsilä's share in our cash flow model is 
EUR 19.3, which is supported by the company's capital-light 
business model in addition to its strong profitability. The 
calculation assumes a long-term growth rate of 2.5%, a more 
moderate EBIT margin of 10% than today and a WACC of 
8.0%. We raised the WACC in the calculation to 8.0% 
(previously 7.6%) due to the increased risk level of global 
economic trends. Wärtsilä's cash flow profile is now slightly 
less back-loaded in the model, with the terminal period 
accounting for 59% of the value instead of 61%. The 
calculation is naturally sensitive to changes in the applied 
WACC.

Valuation may be hampered by complex structure

The core of Wärtsilä's business, as we see it, is in Marine 
and Energy, which are built around the engine business. In 
addition to these, the group includes the low-margin and 
less predictable Energy Storage and businesses to be 
divested (Portfolio Business). Although the company 
decided in its spring strategy update to keep Energy 
Storage in the group instead of divesting it, we believe that 
the divestment will become relevant in the long term (e.g.
within 5 years). For the time being, however, the complex 
structure of the group may weigh on the valuation level 
accepted by the market, e.g. relative to DCF potential or a 
peer group. Divestments of the Energy Storage or Portfolio 
Business reporting unit businesses could serve as valuation 
drivers in the medium term. Indeed, the company's balance 
sheet is already over-capitalized and there is no visibility on 
how the excess cash  can be used effectively.
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The market value and enterprise value in the table take into account the projected change in the number of shares and net debt for the forecast years.

Valuation table
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Peer group valuation
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The full-year EPS was calculated using the number of shares at the end of the year.

Income statement
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Balance sheet
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DCF-calculation
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23%

18%

59%

2025e-2029e

2030e-2034e

TERM

Cash flow distribution

2025e-2029e 2030e-2034e TERM



Source: Inderes. Note that the weight of the terminal value (%) is shown on an inverse scale for clarity.

DCF sensitivity calculations and key assumptions in graphs

12



The market value and enterprise value in the table take into account the projected change in the number of shares and net debt for the forecast years. Key figures per share have been calculated using the number of shares at the end of the year.

Summary
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Disclaimer and recommendation history
The information presented in Inderes reports is obtained from several different 
public sources that Inderes considers to be reliable. Inderes aims to use reliable 
and comprehensive information, but Inderes does not guarantee the accuracy of 
the presented information.  Any opinions, estimates and forecasts represent the 
views of the authors. Inderes is not responsible for the content or accuracy of the 
presented information. Inderes and its employees are also not responsible for the 
financial outcomes of investment decisions made based on the reports or any 
direct or indirect damage caused by the use of the information.  The information 
used in producing the reports may change quickly. Inderes makes no 
commitment to announcing any potential changes to the presented information 
and opinions.  

The reports produced by Inderes are intended for informational use only. The 
reports should not be construed as offers or advice to buy, sell or subscribe 
investment products. Customers should also understand that past performance is 
not a guarantee of future results. When making investment decisions, customers 
must base their decisions on their own research and their estimates of the factors 
that influence the value of the investment and take into account their objectives 
and financial position and use advisors as necessary. Customers are responsible 
for their investment decisions and their financial outcomes.  

Reports produced by Inderes may not be edited, copied or made available to 
others in their entirety, or in part, without Inderes’ written consent. No part of this 
report, or the report as a whole, shall be transferred or shared in any form to the 
United States, Canada or Japan or the citizens of the aforementioned countries. 
The legislation of other countries may also lay down restrictions pertaining to the 
distribution of the information contained in this report. Any individuals who may 
be subject to such restrictions must take said restrictions into account.

Inderes issues target prices for the shares it follows.  The recommendation 
methodology used by Inderes is based on the share’s 12-month expected total 
shareholder return (including the share price and dividends) and takes into 
account Inderes’ view of the risk associated with the expected returns.   The 
recommendation policy consists of four tiers: Sell, Reduce, Accumulate and Buy.  
As a rule, Inderes’ investment recommendations and target prices are reviewed at 
least 2–4 times per year in connection with the companies’ interim reports, but 
the recommendations and target prices may also be changed at other times 
depending on the market conditions. The issued recommendations and target 
prices do not guarantee that the share price will develop in line with the estimate. 
Inderes primarily uses the following valuation methods in determining target 
prices and recommendations: Cash flow analysis (DCF), valuation multiples, peer 
group analysis and sum of parts analysis. The valuation methods and target price 
criteria used are always company-specific and they may vary significantly 
depending on the company and (or) industry.

Inderes’ recommendation policy is based on the following distribution relative to 
the 12-month risk-adjusted expected total shareholder return. 

Buy The 12-month risk-adjusted expected shareholder return of 
the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder return of 
the share is attractive

Reduce The 12-month risk-adjusted expected shareholder return of 
the share is weak

Sell The 12-month risk-adjusted expected shareholder return of 
the share is very weak

The assessment of the 12-month risk-adjusted expected total shareholder return 
based on the above-mentioned definitions is company-specific and subjective. 
Consequently, similar 12-month expected total shareholder returns between 
different shares may result in different recommendations, and the 
recommendations and 12-month expected total shareholder returns between 
different shares should not be compared with each other. The counterpart of the 
expected total shareholder return is Inderes’ view of the risk taken by the 
investor, which varies considerably between companies and scenarios. Thus, a 
high expected total shareholder return does not necessarily lead to positive 
performance when the risks are exceptionally high and, correspondingly, a low 
expected total shareholder return does not necessarily lead to a negative 
recommendation if Inderes considers the risks to be moderate. 

The analysts who produce Inderes’ research and Inderes employees cannot have 
1) shareholdings that exceed the threshold of significant financial gain or 2) 
shareholdings exceeding 1% in any company subject to Inderes’ research 
activities. Inderes Oyj can only own shares in the target companies it follows to 
the extent shown in the company’s model portfolio investing real funds. All of
Inderes Oyj’s shareholdings are presented in itemised form in the model portfolio. 
Inderes Oyj does not have other shareholdings in the target companies analysed.  
The remuneration of the analysts who produce the analysis are not directly or 
indirectly linked to the issued recommendation or views. Inderes Oyj does not 
have investment bank operations.

Inderes or its partners whose customer relationships may have a financial impact 
on Inderes may, in their business operations, seek assignments with various 
issuers with respect to services provided by Inderes or its partners. Thus, Inderes 
may be in a direct or indirect contractual relationship with an issuer that is the 
subject of research activities. Inderes and its partners may provide investor 
relations services to issuers. The aim of such services is to improve 
communication between the company and the capital markets. These services 
include the organisation of investor events, advisory services related to investor 
relations and the production of investor research reports. 

More information about research disclaimers can be found at 
www.inderes.fi/research-disclaimer.
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