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COMPANY DESCRIPTION
Invisio Communications designs, develops and sells

advanced communications system for military and

security police to assist in critical situations. Products

consist of highly technological headsets, control units

and intercom systems. Invisio’s headsets have advanced

hearing protection, bone-conducting microphones and

enhanced situational awareness solutions, helpful in

demanding and noisy environments. Europe and the

United States are Invisio’s main markets, composing

97% of total sales. However, Asia, Middle East and

South America are large potential markets, as technology

lags behind in these areas for a large amounts of soldiers

and security police.
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At the moment there are around 50 military

modernization programs around the world, with an

increasing demand for advanced communication

systems that also prevent hearing impairment. The

market for Invisio’s products is far from maturity,

and Invisio is currently the only company offering

this kind of solution.

VALUE DRIVERS
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Invisio first became profitable in 2014, after their

shift in focus from consumer products to

professional communication systems in 2008.

Invisio has a return on invested capital of 15 % in

2018 and equity ratio of 77 % in the same year,

enabling further investments to grow revenue.

EBIT-margin for 2014-2018 have averaged at 21 %.

FINANCIAL HISTORY
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Invisio has a strong management team that, in large,

has remained throughout the transition in 2008.

Management has long-standing experience in the

industry. To incentivize management Invisio

employs stock options programmes and there is a

considerable amount of insider holdings at 17 %.

MANAGEMENT
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Risks for Invisio mainly concern that awareness

regarding costs of hearing impairment not

necessarily result in demand for preventative

products. Further risks concern consumer price

sensitivity as prices are notably higher than those of

other subpar products on the market.

RISK PROFILE



As only player in a growing niche market

Invisio sees large sales growth potential. There

is a growing awareness of costs related to hearing

impairments. As Invisio is the the sole producer of

a solution which accounts to this as well as

advanced communication, this will potentially

result in increased interest for Invisio's products,

where sales have been growing at 12 % CAGR

2014-2018, which are also expected to continue

growing at 14 % CAGR 2019-2025.

Strong moats regarding highly technologically

advanced products. Previous large investments

into R&D have created high barriers to entry.

Invisio’s products are market-leading in terms of

patented technology and adaptation to military

needs.

GSA-Status enabling further expected growth

of 16% CAGR. With recently acquired GSA-

status, Invisio is able to expedite the negotiation

and order process in the US. GSA-status is

expected to enable smaller clients and contractors

to order Invisio’s products, hoping to even out

order book volatility and size.

Increasing demand from underdeveloped

countries. Asia, Middle East and South America

are new potential markets where Invisio’s products

have started to yield traction and are expected to

be 40 MSEK in total 2025 as technology lags

behind in these areas.

Growing demand on inter-connected

communication systems. Invisio’s intercom

system have been developed upon request by US

military. Invisio landed their first order in Q1 of

2019. Intercom systems have been estimated to

compose 11 % of total sales 2025.

Strong management and sales organization.

With a longstanding management group and large

investments into an effective sales organization

with multiple offices around the world, Invisio is

aligned for further success due to their ability to

effectively win large public purchase negotiations.

INVISIO COMMUNICATIONS
Invisio is the leading actor within the niche sector for

advanced communication systems for military and

security police in extreme and critical situations. Offering

highly technological solutions for which there is a yearly

5 BSEK target market. Invisio's products have shown to

be effective, reflected in growing revenue of 12 %

CAGR 2014-2018. A estimated further growth of 14 %

CAGR as well as improving EBIT-margins due to larger

orders and a more effective cost base indicates a 8 %

upside in base scenario with a DCF-analysis.

INVISIO COMMUNICATIONS (IVSO)

Current Price (SEK) 74.2

52 v Low/High 52.3 / 75.7

Market Cap (MSEK) 3 272

Net Debt (MSEK) -62

EV (MSEK) 3 210

Sector Information Technology

Exchange Nasdaq Mid Cap

Next Report 2019-08-16

1 Year Chart (SEK)

MSEK 2018A 2019E 2020E

Sales 355 413 469

Growth (%) -3 17 12

Gross Marg (%) 56 54 54

EBIT 64 74 89

EBIT Marg (%) 18 18 19

Earnings 49 58 69

Earnings Marg (%) 14 14 15

EV/S 8 9 10

EV/EBIT 46 50 37

P/E 87 57 42

ROIC (%) 17 20 24
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Ownership

SIX SIS AG, on behalf of clients 18 %

Lage Jonasson 14 %

Swedbank Robur Fonder 6 %

Handelsbanken Fonder 5 %
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INVESTMENT THESIS
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Increased awareness of costs related to hearing impairment within the

miltary. An increasing awareness of costs related to hearing impairment amongst

soldiers creates interest for Invisio's products. Treating hearing-loss creates costs

of 1.1 billion USD per year in the US alone. Additional consequences to the risen

awareness regarding hearing impairment is the fact that soliders with severe

damage are unable to work as well as the actual suffering and treatment bringing

further costs. These factors create growing demand for solutions that protect

hearing without compromizing effective communication and

situational awareness. Worldwide are approximately 50 military modernization

programs with growing emphasis on advanced communication systems. Currently

military sales account for 90 % of Invisos’s revenue.

Increasing demand from underdeveloped countries creates potential

market. Countries in Asia, Middle East and South America are in many cases

behind in technological advancements in military applications, as well as within

security police, compared to western countries. With procurements conducted

every fourth year there is a potential target market of 5 BSEK. Though demand

has risen, there are risks related to Invisio entering several emerging markets

concerning payment uncertainty. Furthermore less investments in social safety are

made and demand is possibly lower than in more developed countries.

Strong but uneven growth of 12 % CAGR. Invisio's revenue has grown at a 12

% CAGR 2014-2018, however, due to being heavily dependent on orders, risks

concern volatiliy in the order book. Thus revenue may vary from estimates short

term, but is expected to even out in the long run.

Decreased margins due to investments in R&D and S&M. EBIT-margins

have decreased 9.5 percentage points 2016-2018 due to growning OPEX base, as

a result of large investments in R&D and sales & marketing. In the same period

gross profit-margins have increased by 9 percentage points. OPEX is estimated to

remain almost constant in absolute terms, but with a slight increase up until 2021.

Moving past 2021 OPEX is predicted to decrease in relation to sales as sales are

estimated to grow 14 % CAGR up until 2025 as Invisio is slowly moving out of

the phase of abnormally high investments, improving EBIT-margins by 7 %

percentage points in the same period.

Technologically advanced products combined with hearing protection

makes Invisio well adapted to military needs. Invisio has a unique product in

the sense that it gives the soldier the ability to communicate seamlessly in

combination with hearing protection. Competitors have less costly and

technologically advanced solutions that require a choice between hearing

protection and effective communication. Invisio’s technology contains integration

between communication channels, bone-conduction microphones enabling

uncomprimized clear communication and enhanced situational awareness. As

militaries are modernizing their equipment, Invisio’s products meet the

requirements regarding sufficient communication systems and protected hearing.

GSA-status favours sales in the US. Earlier in 2019 Invisio recieved GSA-

status, meaning that the US will be able to order Invisio's products with a shorter

time frame. This also means any new competitors would be several years behind,

as this status takes numerous years to achieve. Currently the US military

defence budget makes up 36 % of the budget globally, and 46 % of Invisio's sales

in 2018 were derived from the US. Therefore the status is estimated to have a

positive affect on sales.

New intercom systems upon request from US military. Invisio’s recently

launched intercom system has in large been developed upon request from

American military and security police as a result of increased demand on inter-

linked communication systems. Invisio’s intercom system is designed to be

compatible with already existing headsets and control units from other brands.

Competent management and sales organization. As Invisio's revenue is

driven by public negotiations orders, their success has been largely driven by

investments in a strong sell organization. With focus on customer satisfaction and

close relationship regarding product development Invisio's products have shown

to be well adapted to the needs of soldiers and security police.
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VALUATION
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Invisio lacks direct listed competitors operating in the same market, and a

discounted cash flow analysis (DCF) has therefore been conducted. Using

the perpetuity method with terminal growth rate of 3 % Invisio’s valuation

is left at at 80 SEK per share, indicating a 8 % upside in a base case

scenario.

Capital structure of 100 % equity implies a WACC of 8.4 %. Weighted

average cost of capital, WACC, has been calculated from risk free rate of 2.7

%. Further, a market risk premium of 6.8 %1 and a beta value of 0.8 is assumed.

In a base case scenario a DCF-valuation indicates a 8 % potential upside.

Target price is based on the assumption that the GSA-status will favour further

sales in the US which is still in an early phase and far from a saturated market.

This is predicted to be the fastest advancing market, growing at 16 % CAGR

2018-2030. Sales in Europe are expected to continue growing due to further

communicated modernization programs as well as previous growth and expressed

interest, resulting in a growth of 12 % CAGR 2018-2025. Sales in Asia are

expected start to take off in the coming years based on the company’s

communicated focus on this area, as well as the fact that smaller orders are already

being made. Also updates of devices amongst current customers contribute to

continued sales. The newly launched intercom system is already shown to be in

demand in the US, and a similar interest is expected to be seen in Europe, which

also makes up a contributing factor to increasing sales. These assumptions leave

total sales growth at 11 % CAGR 2018-2030. All together sales are predicted to

grow to 1311 MSEK in 2030. Margins are estimated to improve as revenue grows,

since investments in R&D and sales costs are expected to decrease in relation to

sales. EBIT-margins improve from 18 % in 2018 to 25 % in 2030, leaving FCFF

margin at 18 % before adopting a 3 % yearly growth in the calculation of terminal

value. The DCF analysis leaves share price at 80 SEK, leaving a 8 % upside from

current share price of 74 SEK.

In a bull case scenario a DCF-valuation shows an upside of 49 %. Estimates

assume a larger growth in the US as a result of increased intercom system sales, as

well as larger sales overall, leaving total growth at 19 % CAGR 2018-2030,

bringing sales growth closer to Invisio’s goal of 20 %. There have already been

small orders from Asia, and this market is expected to take off earlier than what

has been estimated in base case and at higher speed. Middle East and South

America are also expected to bring revenue earlier that in base case. As operating

expenses in bull case scenario are expected to grow at a slower rate than

revenue, EBIT is expected to grow 22 % CAGR 2018-2030. Taking into

consideration the factors above, a DCF-valuation leaves share price of 111

SEK with a 49 % upside. Remaining factors are similar to base case.

In a bear case sceneratio a DCF-valuation indicates a potential downside

of -43 %. In bear case, less growth is expected in the US and European market

due to failure in execution of growth plan as a result of militaries smaller than

expected focus on social security and therefore interest in Invisio’s products.

Orders from Asia are expected to be delayed further due to factors mentioned

above leaving total sales growth at 7 % CAGR 2018-2030. Revenue derived from

South America will follow a simlilar pattern but also due to risk of delayed

payments. Margins are caluclated slightly more conservative, estimating increased

costs related to R&D and S&M due to underperformance. Remaining factors are

similar to base case scenario. The DCF-valuation leaves share price of 43 SEK, a

42 % downside from todays share price of 74 SEK.

Sensitivity analysis is used to show share price response to adjustments in 

WACC and terminal growth rate. Furthermore, a sensetivity analysis has been

performed, showing effects of changes in WACC and terminal growth rate on 

implicit share price, which can be seen in in Appendix I.

1 https://www.pwc.se/sv/corporate-finance/riskpremiestudien.html
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Lars Højgård Hansen (600 055 shares, 35 000 

options)

CEO
Højgård Hansen has been CEO since 2007 and has previous

experience from the telecom sector. Having previous marketing 

postions in Sony Ericsson and GN Store Nord. He holds a  

Graduate Diploma from Copenhagen Business School and a 

MBA from Lund University.

Jan Larsen (105 921 shares, 17 000 options)

Head of R&D

Larsen joined Invisio in 2007 and has previous experience in 

product development from GN Store Nord, Netcom and 

UnoMedical. He is an electrical engineer with a bachelor’s degree

from Technological University of Denmark, Copenhagen and a 

Graduate Diploma from Copenhagen Business School. 

Annika Anderson (13 000 shares)

Chairman of the board

Lage Jonason (6 362 599 shares)

Board member

Jonason has a financial background and is currently serving on 

several other boards. He is also one of the major shareholders in 

Invisio through family and companies, owning roughly 14% of

total shares. Jonason holds a Master of Laws and MSc in 

Economics from Lund University. 
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Andersson has been chairman since 2019 and is a professional

board director and advisor on corporate governance. She has 

previous experience from the financial industry as portfolio 

manager for the fourth Swedish National Pension Fund. She

currenly also serves as chairman for Karolinska Institutet 

Innovations, and she holds a MSc from Stockholm School of

Economics.
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1

2

3

STRENGTHS

Technological

barriers

1

2

3

Market position

Pricing

power

Patents

Customer base

Management

WEAKNESSES

Competition

History R&D

Sales and marketing

Expansion

Price sensitivity

1

2

3

1

2

3

OPPORTUNITIES THREATS

International expansion

Market growth

Economic cyclicality

Acqusition

Awareness hearing 

impairment costs Production

Management

Acquisition

risk

Patents

Less investments

in social security

Payment

risks

Competition
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Consolidated

Income Statement 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

in MSEK

Revenue 201,6 229,8 330 365,7 354,5 412,9 469,3 538,1 613,3 696,1 790,9 902,2 1001,4 1101,6 1189,7 1261,1 1311,5

Revenue growth

(%) 136,4% 14,0% 43,6% 10,8% -3,1% 16,5% 13,6% 14,7% 14,0% 13,5% 13,6% 14,1% 11% 10% 8% 6% 4%

COGS -110,4 -111,5 -159 -163,4 -154,7 190,0 215,9 247,5 282,1 320,2 363,8 415,0 460,7 506,7 547,3 580,1 603,3

Gross profit 91,3 118,3 171 202,3 199,8 223,0 253,4 290,6 331,2 375,9 427,1 487,2 540,8 594,8 642,4 681,0 708,2

Gross profit (%) 45% 51% 52% 55% 56% 54% 54% 54% 54% 54% 54% 54% 54% 54% 54% 54% 54%

Operating Expenses

Sales and marketing 

expenses -24,0 -30,4 -32,3 -55,3 -64,5 -66,1 -70,4 -75,3 -79,7 -83,5 -94,9 -108,3 -120,2 -132,2 -142,8 -151,3 -157,4

Administrative 

expenses -11,4 -15,9 -19,1 -31,8 -33,3 -39,2 -44,6 -51,1 -58,3 -66,1 -75,1 -85,7 -95,1 -104,6 -113,0 -119,8 -124,6

Research and 

development -21,2 -24,7 -29,2 -36,6 -38,4 -43,4 -49,3 -53,8 -55,2 -55,7 -63,3 -72,2 -80,1 -88,1 -95,2 -100,9 -104,9

Operating profit 34,7 47,3 90,4 78,6 63,6 74,3 89,2 110,3 138,0 170,6 193,8 221,0 245,3 269,9 291,5 309,0 321,3

EBIT-margins 17,2% 20,6% 27,4% 21,5% 17,9% 18,0% 19,0% 20,5% 22,5% 24,5% 24,5% 24,5% 24,5% 24,5% 24,5% 24,5% 24,5%

Financial items

Financial income 0,0 0,0 0,1 0,1 0,8 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0 1,0

Financial expenses -2,9 -0,5 -0,2 -5,2 -0,1 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5 -1,5

Net financial items -2,9 -0,5 -0,1 -5,1 0,7 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5 -0,5

Profit before tax 31,7 46,9 90,3 73,5 64,3 73,8 88,7 109,8 137,5 170,1 193,3 220,5 244,8 269,4 291,0 308,5 320,8

Income tax 12,6 10,2 1,5 -11,2 -16 -16,2 -19,5 -24,2 -30,2 -37,4 -42,5 -48,5 -53,9 -59,3 -64,0 -67,9 -70,6

Profit/loss for the 

year 44,3 57,1 91,8 62,3 48,3 57,6 69,2 85,6 107,2 132,6 150,8 172,0 191,0 210,1 227,0 240,6 250,2

Profit-margin 22,0% 24,9% 27,8% 17,0% 13,6% 13,9% 14,7% 15,9% 17,5% 19,1% 19,1% 19,1% 19,1% 19,1% 19,1% 19,1% 19,1%

Sensitivity analysis - Perpetuity growth
80,2 6,37% 7,37% 8,37% 9,37% 10,37%

2,0% 105,4 84,8 70,6 60,3 52,3
2,5% 116,2 91,4 75,0 63,3 54,6

3,0% 130,2 99,5 80,2 66,9 57,1
3,5% 149,1 109,8 86,4 71,0 60,0

4,0% 175,9 123,0 94,1 75,9 63,3

Cost of capital

Risk free rate 2,70% Debt 0

Market risk premium 6,80% Stock price 74,2

Beta 0,83 Shares outstanding M44,1

Cost of Equity 8,37% Equity Value 3272

Cost of debt 0 EV (MSEK) 3210

Size premium % Equity 100

WACC 8,37% % Debt 0
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Ansvarsbegränsning

Analyser, dokument och all annan information (Vidare ”analys(en)”) som härrör från LINC Research &

Analysis (”LINC R&A” (LINC är en ideell organisation (organisationsnummer 845002-2259))) är framställt

i informationssyfte och är inte avsett att vara rådgivande. Informationen i analysen ska inte anses vara en

köp/säljrekommendation eller på annat sätt utgöra eller uppmana till en investeringsstrategi.

Informationen i analysen är baserad på källor, uppgifter och personer som LINC R&A bedömer som

tillförlitliga, men LINC R&A kan aldrig garantera riktigheten i informationen. Den framåtblickande

informationen i analysen baseras på subjektiva bedömningar om framtiden, vilka alltid är osäkra och därför

bör användas försiktigt. LINC R&A kan aldrig garantera att prognoser och framåtblickande estimat

kommer att bli uppfyllda. Om ett investeringsbeslut baseras på information från LINC R&A eller person

med koppling till LINC R&A, ska det anses som dessa fattas självständigt av investeraren. LINC R&A

frånsäger sig därmed allt ansvar för eventuell förlust eller skada av vad slag det än må vara som grundar sig

på användandet av analyser, dokument och all annan information som härrör från LINC R&A.

Intressekonflikter och opartiskhet

För att säkerställa LINC R&A:s oberoende har LINC R&A inrättat interna regler. Utöver detta så är alla

personer som skriver för LINC R&A skyldiga att redovisa alla eventuella intressekonflikter. Dessa har

utformats för att säkerställa att KOMMISSIONENS DELEGERADE FÖRORDNING (EU) 2016/958 av

den 9 mars 2016 om komplettering av Europaparlamentets och rådets förordning (EU) nr 596/2014 vad

gäller tekniska standarder för tillsyn för de tekniska villkoren för en objektiv presentation av

investeringsrekommendationer eller annan information som rekommenderar eller föreslår en

investeringsstrategi och för uppgivande av särskilda intressen och intressekonflikter efterlevs.

Om skribent har ett innehav där en intressekonflikt kan anses föreligga, redovisas detta i

informationsmaterialet.

Övrigt

LINC R&A har ej mottagit betalning eller annan ersättning för att göra analysen.

Analysen avses inte att uppdateras.

Upphovsrätt

Denna analys är upphovsrättsskyddad enligt lag och är LINC R&A:s egendom (© LINC R&A 2017).
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