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A Resilient Industrial Leader with Structural Growth and
Upside Optionality
Sandvik is a global industrial technology leader with a strong focus on
mining, automation, digitalisation, and sustainability, operating in
more than 150 countries with approximately 41,000 employees. The
company operates through three business segments with different
margin and cyclicality profiles, providing diversification across the
industrial cycle.
The investment case is anchored in Mining as a structural growth
driver, supported by strong order momentum, long lead times, and a
large aftermarket business that enhances earnings stability. High
switching costs, technical complexity, and continued innovation within
automation and electrification form a strong operational moat,
enabling Sandvik to defend margins even in a challenging macro
environment.

While a broad industrial recovery is not yet visible, the case does not
rely on an immediate cyclical upswing. Instead, it combines structural
growth in Mining with cyclical upside optionality and solid downside
protection, offering an attractive risk-adjusted profile with stable cash
flows, resilient margins, and upside as macro conditions normalise.
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Mining provides structural growth and earnings visibility
 Strong order momentum in Mining, combined with a 10–11 month order
backlog, supports predictable revenues and cash flows into 2026. Rising
metal prices continue to stimulate mining investments, underpinning
demand.

Market underestimates Sandvik’s margin resilience
High switching costs, technical complexity and pricing power allow
Sandvik to defend margins through the cycle. FX-adjusted margins already
operate close to target levels despite a weak macro environment.

Tariff risk is overdiscussed relative to actual impact
Despite market concerns, Sandvik’s strong US footprint and ability to
reprice have limited the earnings impact from recent tariff developments,
creating a valuation disconnect.
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Development of EBIT-margin, Grey line shows FX-adjusted EBIT-margin growth into Q4 2025
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Mining as Sandvik’s core growth driver with record backlog and high earnings visibility
Mining is Sandvik’s largest and most strategic business area, representing the first step in the customer value
chain and benefiting from a large, high-margin aftermarket. The segment has demonstrated strong momentum,
with +17% organic order growth and +14% organic revenue growth in Q4 2025, supported by increased
capacity and solid customer demand.

The order backlog is at record levels, with lead times of 10–11 months, providing strong revenue visibility well
into 2026. This is the highest backlog ever reported by Sandvik and is expected to convert into higher deliveries,
supporting stable cash flows and earnings durability while reducing near-term execution risk.
Backlog strength is underpinned by several large, long-duration mining contracts, including recently announced
orders of approximately SEK 0.5bn in Australia and SEK 0.3bn in Canada, reinforcing earnings predictability
over time. Sandvik continues to outperform peers, reporting stronger order growth than Epiroc for the third
consecutive quarter (17% vs 11%), indicating potential market share gains. As Mining is the group’s largest
EBIT contributor, the current order momentum materially reduces downside risk to near- and mid-term
earnings estimates.

Structural margin resilience driven by aftermarket exposure and tungsten integration
Sandvik benefits from a structurally high share of aftermarket revenues, particularly within Mining, where
services, spare parts and consumables account for approximately 69% of sales. This recurring revenue stream is
higher-margin and less cyclical than original equipment, supporting earnings resilience during periods of weaker
new equipment demand.

The group reported an FX-adjusted EBIT margin of 19.6% in Q4 2025, only marginally below the long-term
target range of 20–22%, primarily due to currency effects rather than operational weakness. A key structural
advantage is Sandvik’s vertical integration in tungsten, including in-house powder production and proprietary
mines in Austria. While rising tungsten prices are expected to pressure margins for peers such as Epiroc, they are
neutral to positive for Sandvik, supporting stable profitability and earnings quality across cycles.

Cyclical upside through industrial normalization without relying on a full recovery
Sandvik’s Machining Solutions (SMS) and Rock Processing Solutions (RPS) segments provide meaningful
cyclical upside, despite operating below normalized demand levels. Historically, these businesses have delivered
mid-20% EBIT margins in Machining and mid-teens margins in Rock Processing, highlighting strong operating
leverage in a recovery.

A moderate normalization by 2026–27 could add approximately SEK 1.5–2.0bn in incremental EBIT,
equivalent to around 7% uplift to group earnings, with high conversion into free cash flow. At current valuation
levels (around 12× EV/EBIT), this implies high-single-digit percentage upside to equity value through earnings
upgrades and potential multiple re-rating. This upside is not required for the base case but provides attractive
optionality as industrial conditions normalize.
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Sandvik AB is a global industrial technology group with leading positions in mining equipment, rock processing
solutions, and advanced manufacturing technologies. The company operates in more than 150 countries and
employs approximately 41,000 people, supported by a decentralized operating model with strong local customer
proximity.

Sandvik reports its operations through three business segments with distinct margin and cyclicality profiles:
Mining and Rock Solutions, Rock Processing Solutions, and Machining Solutions. Mining represents the largest
and most strategic segment, characterized by high aftermarket exposure and long-term customer relationships.
Machining Solutions offers higher margins and strong technology leadership, while Rock Processing provides
additional cyclical leverage to infrastructure and construction markets.

The group’s competitive position is underpinned by high switching costs, technical complexity, and continuous
investments in automation, electrification, and digital solutions. Combined with a strong focus on sustainability
and productivity-enhancing solutions, Sandvik has built a resilient business model capable of delivering stable
cash flows and defending margins across economic cycles.

Company Overview

Market Overview

Sandvik operates in end-markets shaped by a combination of structural growth drivers and cyclical dynamics.
The global mining market benefits from long-term demand for metals driven by electrification, renewable energy
investments, and increased infrastructure spending. Rising demand for commodities such as copper, lithium, and
nickel continues to support mining investment activity, favoring suppliers with strong technology and
aftermarket capabilities.

At the same time, industrial and infrastructure-related markets remain cyclical. While near-term demand in areas
such as machining and rock processing has been subdued due to macroeconomic uncertainty, these markets are
expected to normalize as inventory adjustments ease and capital expenditure gradually recovers. Even moderate
improvements in industrial activity can have a meaningful impact on suppliers with operating leverage.

Overall, Sandvik is well positioned within its markets due to its exposure to structurally growing mining demand,
balanced by cyclical upside in industrial segments. This combination provides a favorable risk-reward profile,
with downside protection from stable aftermarket revenues and long-term growth supported by secular trends in
automation, electrification, and sustainability.
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Valuation
The valuation of Sandvik AB is based on a combination of a DCF analysis and relative valuation. The DCF is built on
conservative assumptions and does not rely on a full industrial recovery. Growth is primarily driven by structurally
strong demand in Mining, supported by a record order backlog and high aftermarket exposure, while Machining and
Rock Processing are assumed to normalize gradually over the forecast period.

We apply a WACC of 7.0% and a terminal growth rate of 2.0%, in line with long-term nominal economic growth. Under
these assumptions, the DCF implies a fair value of SEK 409.6 per share, corresponding to an upside of approximately
18% from the current share price.
On a relative basis, Sandvik trades broadly in line with peers on EV/EBIT and P/E, but at a discount on EV/Sales and
EV/EBITDA, despite offering superior earnings visibility and stronger free cash flow generation. While ROIC is
currently below some peers, this largely reflects higher capital intensity and working capital tied to Mining, which is
expected to normalize as backlog converts into revenues.

Overall, Sandvik offers an attractive risk-adjusted valuation, with downside supported by Mining fundamentals and
stable cash flows, and upside driven by cyclical normalization, earnings upgrades, and potential multiple re-rating.

Peer Valuation
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Appendix

Data sources: Fast Balder AB Quarter & Annual Reports, BörsData, Nasdaq. 
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Disclaimer

DISCLAIMER:
KTH Finance Society ("KTHFS") provides the following analyses, documents, and information solely for informational
and educational purposes and general distribution. It is not intended to be treated as financial advice in any manner. The
content presented in these analyses is based on sources, data, and individuals that KTHFS deems reliable. However,
KTHFS cannot assure the accuracy or completeness of such information. Predictions and forward-looking statements
included in this analysis are speculative and inherently uncertain. Users should exercise caution when basing decisions on
this information. Any investment decisions influenced by the information provided by KTHFS, its employees, or affiliates
should be considered the sole responsibility of the investor. The materials offered by KTHFS are meant to complement, not
replace, other resources in the decision-making process for various investment types. Investors are encouraged to seek
additional data and consult with a professional financial advisor before making any investment decisions. KTHFS expressly
disclaims any liability for losses or damages of any kind arising from the use of its analyses, documents, and any other
provided information. This research paper may also contain inaccuracies due to incorrect data sources or human error. 

CONFLICTS OF INTEREST AND IMPARTIALITY:
To maintain its independence and integrity, KTHFS has implemented strict compliance guidelines for its analysts.
Furthermore, all analysts are bound by an agreement that mandates the disclosure of any potential conflicts of interest.
These measures are in place to align with COMMISSION DELEGATED REGULATION (EU) 2016/958 of 9 March 2016,
which supplements Regulation (EU) No 596/2014 of the European Parliament and of the Council. This regulation pertains
to the regulatory technical standards for the objective presentation of investment recommendations or other information
suggesting an investment strategy, as well as for the disclosure of specific interests or potential conflicts of interest. The
author of this paper may hold an open position in the underlaying instrument, but have no intentions to gain leverage of
this papers potential perception by the markets by trading the instruments in a way thats aligned with any potential
profitable outcomes. 
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