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Untapped buy-and-build opportunities in Nordic vertical SaaS suites are
attracting private equity interest, driven by Al-enabled TAM expansion

Executive summary (1/2)

Between 2018 and 2021, venture capital (VC)
activity in the vertical SaaS sector was robust,
driven by the demand for industry-specific
solutions. Despite recent slight decrease in VC
activity due to macroeconomic uncertainties,
numerous companies remain well-positioned
for private equity (PE) investment to further
support their growth.

Vertical SaaS solutions cater to specific
industry segments, addressing unique
challenges such as workforce shortages, high
demand for automation, and labor imbalances.
These tailored solutions offer significant
advantages over horizontal SaaS by providing
specialized functionalities that meet the
precise needs of specific industries, while also
reducing the costs associated with tailored
development and maintenance.
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Enterprises are increasingly shifting from full-
suite providers to adopt vertical solutions.
This transition is accelerated by growing
strategic partnerships and interoperability,
which enable integrated workflows that
simplify implementation, enhance operational
efficiency and user experience. Proven
template workflows and seamless
integrations are key factors driving this
change.

Several PE funds have recognized the
potential of vertical SaaS and are actively
acquiring assets to build a sizable platform.
This strategy enables the creation of critical
mass, shared resources, and opportunities to
accelerate go-to-market efforts and cross-sell
across customer archetypes.

Historically, investors have been cautious about
vertical SaaS in the Nordics due to the perceived
narrow serviceable available market. However,
the rise of Al in vertical software is transforming
this landscape. Al-driven automation is
expanding the total addressable market (TAM) by
up to 10x in selected verticals, significantly
enhancing the attractiveness of vertical SaaS
investments.

This presents an attractive opportunity for PE’s to
establish a vertical SaaS serial acquirer strategy
leverages several value creation levers:

* Sourcing attractive targets in niche verticals

+ Establishing market leadership in targeted
industries

* Deepen competitive moats by specialized
solutions and customer loyalty

April, 2025
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Purpose-built B2B vertical software has generally been underserved while
being ~2.5x more profitable, potential for significant returns if done well

Executive summary (2/2)

“Vertical software is often misperceived as having
alimited TAM and difficult to scale across
geographies, but this isn’t true for all verticals”

@ Construction

Professional @
services

Note 1) Vertical versus Horizontal Software - Main Capital Partners

Sources: S&P CapitallQ, Strategy& analysis
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The vertical software opportunity

Horizontal software faces intense
global competition, pushing
players to develop vertical depth
for differentiation. While horizontal
solutions target large TAMs with
potential for quick growth, they
typically struggle with profitability
and specialization

Why Invest in Vertical Software?

Over the past decade, venture capitals
and growth investors have typically
prioritized horizontal solutions with
sizable TAMs, leaving vertical software
underfunded despite strong market
traction. Research shows that vertical
software is ~2.5x more profitabled in
EBITDA, making it highly attractive for
private equity investment

April, 2025
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Introduction

Nordic vertical SaaS
landscape




BeNeLux

Indicative

6%

~2,000

B2B Vertical SaaS has continued to emerge over the past 10 years,
with ~2% of start-ups reaching financial maturity and PE readiness

Western European Vertical SaaS companies

Breakdown by inception year, 2015-2024
Potential targets reached PE maturity
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Low digitalization in industry leads to huge lost opportunities, vertical
SaaS provides opportunity to streamline processes and boost productivity

Digital maturity across industries

Construction and mining are lagging in ...leading to enormous lost opportunit ...with significant opportunity to improve
y y
adopting digital solutions... in the industry and for society... business process for lagging industries
Digital maturity, illustrative . Productivity growth 1995-2022, Sweden Prioritized software areas for e.g. construction firms
(¢t | Information & Design
A Communications +240% : :
Front-runners , } () | Information & development
T®l Banking & A Communications
Insurance , iddi
———————————————————————————————————————— +150% IJlII& Manufacturing Bidding
| T Manufacturing _
_ +80% T®l Banking & Insurance Pre-construction
Potentials ﬁ Utilities Retall _
Y| .sa Bl Logist Planning and
R ] : o - Fﬂ| Q?f ogistics briefin
___________________ ! .. \ | Average Site execution
Logistics +40% m g
-
Food & Documentation
Followers I Beverages
~ +20% A Operations and
=¥~| Healthcare maintenance
__________________________ o M| Construction Testing and
% Mining 0% g i
Laggards comissioning
Construction % Mining
@ 20% - Handover
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Indicative

EU faces labor imbalance in Food & Beverages, Healthcare, and
Construction, with low digitalization driving future transformation needs

Labor imbalances in EU

Avg. % of countries with Avg. % of countries with

Digital maturity in verticals labor shortage in EUY labor surplus in EU2 Overall labor imbalances in EU

» ((ﬁ’) Information & 20% 7% Nordic PE can leverage
% Q Communications existing knowledge in
IS Banking & 150 0% ) imbalanced Northern
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Indicative

Top 3 (Logistics, Healthcare, and FS) account for ~50% of the vertical
SaaS revenue pool, low digital maturity offers headroom to grow for PE...

Revenue pool of unlisted Nordic B2B vertical SaaS companies?
Revenue disposition per industry vertical, Nordics, 2023, SEKbn
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50% of revenue pool

— Legend — Ownership type

Notes: 1) Based on 75 B2B SaaS companies focused on one vertical in the Nordics, with >50 MSEK revenue and positive !
| I Private equity

EBITDA, excl. listed companies
Sources: Valu8, Annual reports, Desktop research, Strategy& analysis

Key takeaways

Other

____________________________________________

Companies focused on verticals in
logistics (~20%), healthcare (~15%)
and financial services (~15%)
contribute to over 50% of all revenue
in the Nordics

Low digital maturity in logistics,
healthcare, financial services, food
and beverages, and construction
offers significant growth opportunities
through whitespace penetration

Private equity-owned businesses
stand for ~70% of the revenue
across verticals in the Nordics

PE’s investments in Food &
Beverage and MarTech have been
limited due to underlying market
volatility being discretionary

— However, this can be mitigated by
assessing the solution's mission
criticality and utilizing a SaaS
business model

April, 2025
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Indicative

...top 3 verticals accounts for ~60% of the B2B vertical SaaS profit pools
where PE captures ~80% of EBITDA across all verticals

Profit pool of unlisted Nordic B2B vertical SaaS companies?
EBITDA disposition per industry vertical, Nordics, 2023, SEKbn
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1.8 followed by logistics and financial
5-10% services
1.6 » Food & beverage drops significantly
in profit pool share despite having
14 th i
the 4" largest revenue size
20-30% _ _ _
1.2 — It is also the only vertical with a
significant low share of PE
1.0 presence
08 » Private equity stands for ~80% of
' EBITDA across all verticals with
0.6 strong performance in a majority of
: verticals
- 0
0.4 5 10;’0 T‘O /020 30% + By targeting large underlying
= N 500600 markets ripe for digital disruption
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improve digital business solutions,
0.0 value-based pricing can be enabled
' ~60% of profit pool ' 90-95%  70-80% and thus improve profitability
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Selected examples

Nordic examples have expanded with new modules organically and
through acquisitions, enabling increased share-of-wallet with customers

Example of verticals within B2B SaaS
Deep-dive next slide
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i Construction
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Selected examples

The construction vertical SaaS ecosystem digitalize end-to-end processes
integrating hardware, for comprehensive industry-specific solutions

Deep dive B2B Vertical Software construction vertical

BlOSITE
ASSA ABLOY

0 infobric
entral

Vertical Software PoV
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Note: Logos may span across several areas in the construction value chain

Sources: Strategy& analysis
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Examples

Investment framework
and growth vectors




Investors add value by accelerating product and customer expansion by
strengthening competitive moats during the investment lifecycle

Investment timeline Where investors
can create value

A. Attractiveness criteria's B. Value creation plan for market leadership C. Deepen competitive moats

1. Verticals with distinct Potential ARR

# of users -
nd-to-end n n ) s
3n(ij Loeisi-czesiz ke A progress /// ,"":/ Capitalize on scale
d ﬁ SN and product-
. i market-fit
2 Verticals with sizable market 2
segments_ an_d underlying o
growth tailwinds
) ) " Boost stickiness
3_ Verticals with Comparab_le o A @\) through persona“zed
needs across geographies g' . user experiences and
T &—/ Al integration
4. | Low-digital-maturity
verticals with opportunity to
automate and unlock value 8 F1
T i Achieve vertical
@)
5 | Sector with comparably > Em\ . critical mass and build
" | thin margins with high > ARPU M suite of solutions
argins \ g Core product Expansion A Expansion B
potential to simplify steps
Vertical Software PoV April, 2025
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A. Source attractive targes

Sector specific needs, sizable TAM, geographic scalability and low
digital maturity are main parameters to look for in an attractive target

Key factors to consider when evaluating an investment opportunity

Evaluation criteria's

1.

Verticals with distinct
end-to-end needs and unique
use-cases

Verticals with sizable market
segments and underlying
growth tailwinds

Verticals with comparable
needs across geographies

Low-digital-maturity verticals
with opportunity to automate
and unlock value

Sector with comparably thin
margins with high potential to
simplify steps

Vertical Software PoV

Strategy&

Sources: Strategy& analysis

Rational

Industries with vertical-specific ERP systems or underlying
complexity require fit-for-purpose solutions that sector-
agnostic tools cannot provide ensuring mission-criticality

Sizeable customer segments and/or high volume of
transactions or dollar-amount processed indicates strong
market potential and opportunity for growth

Comparable needs across geographies and similar sector
regulations enhance a platform’s ability to monetize and
scale its product across multiple markets

Inefficient and manually managed back offices with limited
exposure to digitization present high potential for adopting
software solutions to improve efficiency

Segments with lower margins are highly motivated to adopt
software solutions that drive efficiency and identify new
revenue opportunities

Examples

* Restaurants

« Construction

« Automotive

* Real estate

* Logistics

« Beauty and wellness
* Hospitality

April, 2025
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B. Establish market leadership

Increasing the number of users and the average spend per user are key
growth levers to steadily increase share-of-wallet and ARR

Typical growth levers for Vertical Software firms

# of users

Global

Europe

Nordics

Core product

Vertical Software PoV
Strategy&

) <O saarniCloud

Expansion A

Sources: Strategy& analysis

Potential ARR
progress

S VISMA

% VITEC

ER
HG

Confirma

Expansion B

ARPU

Key takeaways

* Vertical Software companies have typical

several value creation initiatives, which all
in the end boils down to two main growth
levers to leverage to progress their ARR:

— # of users: increase the number of
user on the platform, usually through
geographical growth and increased
market penetration

— ARPU: increase the average spend per
user, usually through module
expansion/ upselling offering to your
users, and establish value-based
pricing

Typically, for ARPU expansion, a

“layered-cake” approach is recommended

to lock in the customer and increase the

moat thus increasing NRR

April, 2025
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B. Establish market leadership

Factoring in parameters like geo. scalability and regulatory compliance
when planning expansions significantly increases success rates

Vertical Software operations geographical scalability

High

e‘&acmss verticals

Geographic
scalability potential

J

High scalability

Local legislation may
create barvriers to
scaling across borders

Key takeaways

» The ability to scale the Vertical Software solution
geographically is defined by 5 main parameters:

Low

CRM

Vertical Software PoV
Strategy&

HRM Project ERP
Management

Collaboration

Operations

Sources: Strategy& analysis

Marketing

Customer
requirements

Customer
support

Regulatory compliance: The degree to which
software must meet different local legal and
regulatory requirements

Cultural adaptability: The customization
required to suit different cultural contexts

Market standardizations: The uniformity of
practices across different markets

Infrastructure and technology
dependencies: The software's dependence
on specific technologies and infrastructure

Customization and localization effort: The
effort needed to tailor software to local needs
and preferences

» Operations such as CRM, Project management
and collaboration are for example highly scalable,
whereas HRM and ERP systems are more
dependent on local regulations, increasing their

difficulty to scale
r Legend — Scalability, span ~—---—-------—-—-———————————~

|
|
[

|
[_] Scalability potential across different verticals low to high |

April, 2025
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B. Establish market leadership

Customers are shifting to best-of-breed solutions from integrated
platforms, creating headroom to grow for vertical solutions

Different types of platform approaches

Integrated platforms Vertical platforms Mix-N-Match
. : . Trend Core and most modules from a Trend Most or all modules from Trend
A single provider covering . :
single provider. Best-in-class different providers and
core and all modules .
modules from other providers integrated together

O

00 01
101

&

Q . 0

. 00 01 ! 00 01
w % + X

0° 0

000,

¢ It is difficult to do every module well — you will not be able Customers often want certain best-of-class solutions (e.g. ¢ Although each single module might be great, the integration
to compete with niche providers on everything Benify for benefits) — which are then integrated into the core between too many modules becomes extremely difficult
- System customer - System customer - Market expert
Vertical Software PoV April, 2025
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B. Establish market leadership

E2E process integration and commercial synergies are crucial to avoid
value erosion when using M&A as a growth lever for Vertical Software

M&A considerations

Most successful software M&A’s create value through cross-
selling or market consolidation ...

... however, weak integration to support business process or commercial logic can
erode value if product, customer, and people are not considered

Cross-selling Rational

* Acquiring a new module can often be more attractive
than building one in-house. This strategy allows for
quick expansion of product offerings and leverages

T ¢ the existing customer base for cross-selling

opportunities
T4

Market Rational

consolidation o - _
» Consolidation can reduce competition, leading to

lower cost of sales, reduced churn, and higher win
rates. By joining forces, companies can improve

financial performance, secure capital on better terms,

and focus on product innovation.

Vertical Software PoV
Strategy& Sources: Strategy& analysis

Area What to think about
Product/ + Technology Integration: Evaluate how the acquired product will fit with your
Module existing value proposition ensuring coherence in business logic

* Product Roadmap: Outline a clear and aligned product roadmap before closing
the deal, aligning it with your overall strategy

+ Seamless Integration: Ensure the acquired product integrates smoothly and
logically to avoid inefficiencies and customer dissatisfaction

Customers * Customer Communication: Plan how to announce the acquisition to customers,
maintaining transparency and enabling cross-selling across solutions
+ Mitigate Churn: Develop strategies to address customer concerns and prevent
churn during the transition
+ Customer Migration: Ensure a smooth migration process if customers are moving
to your software

People * Role Definition and Buy-In: Define roles clearly and secure commitment from
both your team and the target’s team
+ Founder Retention: Plan for the possibility that the founder may leave after the
acquisition
+ Employee Engagement: Engage with employees to address concerns and foster
a collaborative culture

Go-to-market + Partnerships: Assess the impact on existing partnerships and identify new
potential partners to enhance go-to-market efforts
» Full-suite vs. bundle of firms: Choose between presenting products as a full-

suite or individual offerings and clearly communicate the value proposition to clients
Distribution channels: Integrate and optimize sales channels to maximize reach
and minimize disruption

April, 2025
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Case studies

Next One and
Saarni Cloud




B. Establish market leadership

Next One has added solutions to cover the entire construction site —
successfully enabling product integration and cross-sell

Successful Vertical Software case example: Next

On site

Tracking of onsite status and changes,
e.g.,

+ Time report

Checklists

HSEQ inspection/reporting
Inspection

Planning «
Planning of a project, e.g.,
Time plan

Resource & activity plan
Scheduling

Deviation handling
Time authorization

Changes reporting t Bud g etin g

Expense mgmt. Budgeting and forecasting, e.g.,
Fleet journal + Project budgeting
Specialized tooling Budget forecasting/ follow-up

* Project calc.
+ Bl-tools

Geo mapping %‘ _
A2y Invoice

Management of project invoices, e.g.,
+ Bidding/quotations

Sourci Nng e » E-invoicing

; » Payment plan

Management of sourcing, :

+ Invoice plan

procurement and inventory, e.g.;

* Procurement
Supplier records

Ordering
Ordering comparison

Vertical Software PoV
Strategy&

Settlement (haulage & freight)u's%

Time & material costs

Administration of project-related

documents, e.g.,

* Document handling/storage (e.g.,
HSEQ, contracts, blueprints)

» Digital storage of drawings/photos

* Document sharing

(® )<

Sources: Strategy& analysis

Case study — Next One

Case example

Merged with

Investment logic:
Hantverksdata

Cross-selling
Market

consolidation
o 4

t v

Post-merger integration:

Product J Well integrated
product
Customers \/ Cross-sold to
customers
People \/ Strong leadership
team
Go-to-market \/ Established market
leadership
April, 2025
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Modules

B. Establish market leadership

The product offering provides depth and breadth within project
management, with key integrations to company back-office software

Product offering

Case study — Next One

Core project management

Project management

Financial project management

On-site

>0 - -
53 = aE ©) Q)
/A —o e ©
Design & Project Sourcing Documentation Budgeting Invoice On-site
architecture planning & procurement & calculation management execution
Capabilities
v' BIM v Time plan/ v Ordering v" Digital v Project v Bidding/ v" Work order Customer Payroll mgmt. HR
% 3D-modelling elcelllig v Supplier storage pRdEt quotations v Deviation records Accounting mgm.
s« Design v Rlesource records v ;I'emplates/ v Projegt v F:us'Fomer orders % Cust_omer % Tax calc. X Benefits
simulation plan orms overview invoices v Journal service X Agree-
v' Time v Document v" Pricelist v' e-Invoice v Time reporting X Leads ments
authorization mgmt. handling v ; opportunity
St v Machine
v Variation order v" Document v Budget invoices (AP) economy
v' Deviation sharing forecast v Settlement v Changes
handling Y E::;Tq(gam Plelees e, v' Payment plan reporting
¥ Reports B e v" Invoice plan v" Inspections/
v Project rights Checklists
management v HSEQ mgmt.
r~ Legend - Module coverage -———————————— 1
Vertical Software PoV April, 2025

|
Integration € No coverage :

\/Core module
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Horizontal

B. Establish market leadership Case study — Saarni Cloud |

Saarni Cloud has completed several bolt-on acquisitions, but the targeted
verticals have limited process integration and few cross-sell opportunities

Other Vertical Software case example: Saarni Cloud

Case example

SaarniNepton Worktime, work shift, payroll and HR management software Investment logic:

‘75 Cross-selling

E SaarniLearning End-to-end Learning Management System

2 r v

£ tov

» SaarniExperience Fully automated personnel and customer survey and analytics software

=

% Post-merger integration:
SaarniHRX Full suite HR management software running on Likeit technology Product

Very limited
product integration

. . Business intelligence and reporting tools based on data generated across the
Saarnilntelligence g porting 9

g4 Saarni product suite Customers Very limited cross-
$2 selling
= O
S ® saarniEconomics Accounting, payroll and invoicing services
| People \/ Strong leadership
team
Vertical ERP Likeit CSl Goto-market
) e Solid go-to-market
software Staffing IT Legal IT Strategy
Vertical Software PoV April, 2025
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B. Establish market leadership Case study — Saarni Cloud |

The company has built a capability matrix by adding a learning platform
as well as enhancing business intelligence and integration capabilities

Saarni Group’s key components and functionalities

Modules

Staffing Service
Industry

Legal Industry

Vertical Software PoV
Strategy&

+— Workforce mgmt. —e &———  Talent mgmt.——— ¢ e——Financial administration——

I [ B m Q 5 B B B

Work time  Work force BI/ Integration /
tracking planning HR Learning Survey Accounting Invoicing Payroll CRM Analytics connectivity
"'"""""""'::::::Z:::::::Z::::::‘\I co o ‘. P N ,}'—-'—-'—-'—-'—-'—-'—-'—-'—-‘-I\‘ e . f,'-'—'-'-'-'-'-'-'-'{\l (===
h 1 . . ) h 4 | . . 0! ! . . \ ! . . ! ! ! ntl . . N
| | Likeit i B i Likeit i | Likeit | : Likeit i | Likeit i Likeit ::: Likeit
ettt T o el S I eieleteelaioiety G Ieininintetelutaloks CIERREEEEE R e eieietaiels LI s !
T oy : = ! : Ve 17t I|'{ __________ 1! (CTT T T T 1 et T i) O " ! {_________\n
1! | 1 | SaarniLearning , ,z’ys Kiva Work i il oo i Vo no "
i CSl. : X | i CSlL oGSl oGS LGSl i GSL
__________________________ ) [ | [ AN | o2 | B 1 I
1 1 | 1! | I e 17e 1 1
L Lo ! i . . i ' 3% Kiva Work; !
' Y o i1 NEPTON | SoorniEconomics :NEPTON: A NEPTON ! | B |
1 1 I | ! 1 1 1
________________________________________ /N e N N oo _tzmmmmmzzzz! Saarnilntelligence ' __ _NEPTON__,
v'Time reporting v'Shift planning v'Employee v'Creating v Employee v'Prepare v'Sales and v'Pay slips v'Contact mgmt. v'Data analytics v'Integration
v Attendance v Absence records learning survey at firm financial purchases (online/ self- vLead mamt v Data minin and
management v Or contents level (e.g., records invoices service) gmt. 9 connection
X o Az h  eNPS)and /Financial “Travel /Taxabl v Opportunity ~ v'Visualizations  with internal
v Paid time off structures earning pat otaff level inancia rave axable mgmt. software or
VB . design reporting expenses and benefits v'Data .
enefits (e.g., v ; : . third party
I, - expense mgmt. Marketing & integrations
administration v'Contents performance  v'Budget and N sEraElE software (e.g.,
SEEE e admin and pulse, exit cost invoices mgmpt g vData Outlook,
processes delivery survey etc.,) monitoring ' governance Google Stuite,
v
v Candidate v'"Mobile v’ Automated v'Invoicing Sales reports v Data | etc.))
management SR SUIVEY warehousing
v'Mentor
April, 2025
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B. Establish market leadership lllustrative

A pure vertical software serial acquirer strategy leverages several value
creation levers, with bolt-on’s driving scale effectively

Serial acquirers growth story

Value creation
potential
Sub-scale Subset best-of-breeds Full-suite Vertically integrated suite

# of bolt-on’s

Example firms

NORDTECH En 2y,
7 SaarmiCoud _gp Conhmme gg  ZIFS %4 HEXAGON N VISMA
PROGRITS vV |TeC > é[R)BUgDE

Key value-creation activities

Build M&A pipeline vertically and geographically
Customer journey integration across platforms

Equity story Build partnership ecosystem Integrate partnerships

Continue M&A growth journey
Build scale through up-selling, cross-selling and increasing cross-company synergies

Potential to split into multiple vertical leaders

Vertical Software PoV April, 2025
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B. Establish market leadership

Non-exhaustive

Bolt-on’s unlock value by enabling top-line growth through upsell and
cross-sales and enhancing UX and scalability via capability synergies
GTM capability enablers

Customer
Engagement

Experience

Routes to
Market

Value
Proposition

Offering

Solution
Delivery

Configuration

Product
System

Vertical Software PoV
Strategy&

Onboarding
(Self-serve, Product led,
Inside, and Field sales)

Direct sales
(Self-serve, Product led,
Inside, and Field sales)

USPs and right-to-win
(Market messaging and key
differentiating capabilities)

Delivery Model
(Cloud, Hybrid, On-prem, Services)

Product Ideation
(Target unsatisfied jobs, unresolved
pains, and unrealized gains)

Sources: Strategy& analysis

Adoption process
(Customer success mgrs. to
support w. use-case adoption)

System integrators
(Configuring and integrating on
time-and-material basis)

Profit model
(Saas, Licensing, Services
Maintenance, Usage-based)

Product Architecture
(Layered, Serverless, Microservice)

Customer Intelligence

(Sizable TAM, targeting ideal customer

profile, and use-cases demand)

Customer support
(Problem resolution when
customers have issues)

Value added resellers
(3 party resell of SaaS with
add services or customization)

Pricing and packaging
(User, Active user, Subs. + usage,

Success-based, Seats + usage, Value)

Deployment Process
(DevOps, Scrum, Kanban)

Competitive Intelligence
(Market positioning and
capability gaps)

Sales synergies

Customer community
(Community driving customer-
led product development)

White label resellers
(Offers product under customer
brand and billed a platform-fee)

— Legend — Synergy potential

Expansion development
(Tactical measures to ensure
module expansion and upsell)

API sales
(Integrate the product in work-
flows and billed usage-based)

Process excellence
(Align with how customers measure
operational success)

UX and Ul
(Product roadmap, technical debt,
testing and change mgmt. process)

Product-market-fit
(Iterative and continuous
product development)

April, 2025
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B. Establish market leadership

Cross-selling stands for vast majority of the synergy potential created in

Vertical Software buy-and-build cases

Synergy potential

Synergy potential
A

Back-office (best
practices, overhead etc.)

Vertical Software PoV
Strategy&

Sources: Strategy& analysis

Cross-selling

Total

suonlisinboe Jo JaqunN

Illustrative

Key takeaways

» The synergy effects from the acquisitions can be

divided into low-hanging fruit back-office
synergies as well as cross-selling effects

Back-office synergies are often quicker to realize
early in the post-merger, whereas cross-selling
takes longer time

However, realizing the cross-selling synergies are
important, as they stand for a vast majority of the
synergy potential

With a compounder play, the back-office
synergies may be the only synergies realized,
however, cross-selling could still be achieved,
mainly through:

— Packaging the offering into different vertical
sectors

— Creating seamless integration within the
vertical platforms

April, 2025
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C. Deepen competitive moats

Vertical software firms needs to continuously focus on strengthening
and expanding their competitive moats to ensure market leadership

Competitive moats

Vertical Software PoV
Strategy&

What?

Why?

How?

Capitalize on scale
and product-market-fit

Boost stickiness
through personalized
user experiences and
Al integration

Achieve vertical critical
mass and build suite of
solutions

Sources: Strategy& analysis

More revenue allows for greater
investment in product and GTM, creating a
virtuous cycle

High switching costs deter customers from
leaving, even for better or cheaper
alternatives

Becoming the industry platform creates
strong network effects

Maintain high-quality UX/Ul and an agile team using a
modern tech stack to ensure product-market-fit

Build a comprehensive product suite
Outmaneuver adjacent solutions

Amplify your brand to attract risk-averse customers

Capture and lock in customer data

Encourage third-party integrations

Extend usage across multiple departments
Automate processes through vertical Al agents

Develop robust integrations and a developer-
friendly API

Create an ecosystem for third-party applications

Enable multi-stakeholder collaboration features

April, 2025
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Agentic Al
The vertical Al
opportunity




Developments in large language models have advanced enterprise Al
solutions from conversational chatbots to entirely autonomous agents

The vertical Al opportunity

Capabilities

Example use case

Monetization

Example systems

Vertical Software PoV
Strategy&

2020

W

Conversational Al

Delivers insights and guidance
through dialogue

Chatbot allowing for Q&A with
accounting standards

Monetized through subscriptions

ChatGPT, Gemini, Claude

Sources: Management information, Strategy& analysis

2022

Cooperative Al

Provides active assistance to amplify
user performance

Copilot prompted by user to perform
calculations in a spreadsheet

Monetized through subscriptions and
token usage

GitHub Copilot, MS Copilot, SAP
Joule

2024

Automated Al

Performs multistep workflows
autonomously

Agent system freely consolidating
data and writing a financial statement

Monetized as business process
outsourcing spend

Perplexity Deep Research,
Agentforce, Sana Al Agents

April, 2025
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Illustrative

Al-enabled VSaaS providers can increase the depth and breadth of their
offering while significantly decreasing operation costs for customers

The vertical Al opportunity

Al agents turn assistive software into full employee workflow automation...

$=| Finance

Case
studies

Vertical Software PoV

Strategy& Sources: al6z, Strategy& analysis

+ Al agents automate key tasks in OCFO
@¥Fidelity . 5oy, rcduction in time to contract
» 20% cost saving across department

@ Customer service

» Support agent work equal to 700 FTEs

Klarna - Performing >2/3 support interactions

* Drove 40 USDmn in profit during 2024

... allowing customers to sign. cut labor costs

Workforce size

Half of workforce

#) substituted with
4 10 10 autonomous agents
[ =—
I 1 Z ~
[
: | 5 Agents
! 1
S FTEs
2 SEKmn/FTE
| @8] 1 0.2 SEKmn/Agent
— o o
N
v 20 Fractional cost per
Labor cost agent leads to
significantly lower
SEK
( mn) total labor spend
Legend —————————-—
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Illustrative

Al agents allow VSaaS firms to grow their TAM by up to 10x as end-2-

end automation of complex workflows enable capturing of labor spend
The vertical Al opportunity

Moving beyond software into labor automation greatly increases customer LTV and the TAM Example Vertical Al providers
Al agents provide opportunities to boost Increased LTV from capturing Legal Harvey. Spellbook
CAC, LTV, and GRR wmetrics, enhancing labor spend unlocks longtail of
customer value and further expanding TAM market niches previously

considered “too small”

Insurance T ) FURTHER Al
Al agents automate workflows and ﬁenlfhral Orthopedic o LT
tap into traditional labor spend p;?forcr:r‘?re office platform

%a:i?ral Book store Accounting [ blackore "§ TRULLION
— platform

s

Small TAM if only targeting _ _
software spend — sizable Healthcare o Hepocaien @) AKASA
when including total labor
spend
ARR Customer TAM _ . runk
spend Construction  Adaptive tools
Vertical Software PoV April, 2025
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An exit equity story aims to creating vertical leadership or pursuing a
serial acquisition strategy to achieve critical mass cross multiple verticals

Exit equity story for investors

A. Source attractive targets

1. Sector with specific needs
and unique use-cases

2 Sector with sizable market
segments

3. | Sector with comparable
needs across geographies

maturity

4. ‘ Sector with low digital

5. | Sector with comparably
thin margins

Vertical Software PoV
Strategy&

B. Establish market leadership

Potential ARR

# of users
A progress
©
o
i)
O
)
ol
2
>
|

Expansion A Expansion B

Core
product

Sources: Strategy& analysis

» ARPU

C. Deepen competitive moats

Exit equity story

* Market Leadership: Continue
establishing market leadership through
product and/or geographical expansion

Cross-Selling: Further leverage cross-
selling opportunities within the established
platform

Competitive Moats: Strengthen
competitive advantages, increase
switching costs, and build a robust
platform

Market Entry: Serve as a gateway for
international players entering a new region

April, 2025
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Examples

Vertical serial acquirers

Vertical Software PoV April, 2025
34



Selected examples

There are several serial acquirers across the Nordics with differentiated
offerings targeting a broad array of verticals, e.g., retail and logistics...

Nordic Vertical Software serial acquirers
2023 financials

Company Revenue, SEKbn EBITDA, % # of subsidiaries # of FTEs Targeted verticals

Yo HEXAGON -‘ 58.3 [ 22 - 300 - 24,500 _(‘A’)_ ﬁjlﬁj
N VISMA - 273 | 30 -‘ 180 -‘ 15,000 @ @ %T

N

S
BVl s

B B [<B|83] B
X

i IFS -‘ 14.7 R o B 62 B 6,129 _(‘A’)_ @ ﬁ_ %T l JALY
S soonone | k& B 0 B 0 B 2700 X @ E&_ ﬁ_ ?% JAL\
€ s EE J 2,000 @ﬁ_% JALN
u viTec 2.8 29 46 1,550
Confirma 0.7 22 19 500
N 0.5 15 16 260
NORDTECH 0.3 25 15 N/A
€D saarniCloud 0.2 30 8 150

,——Le end — Verticals - ——————-———————————

I
Vertical Software PoV Sources: Valu8, Annual reports, nfo & Prof. Manu- Health- April, 2025
| comm. @ service 0% l_-lfacturlng . Utl|ltles|§| Retail ﬁ Logistics @i Food & Bev. . care . Mining . Constr. | !
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Selected examples

...several other international buy-and-build platforms where Constellation
Software stands out as the largest Vertical Software serial acquirer

Other international Vertical Software serial acquirers
2023 financials

Company Revenue, SEKbn EBITDA, % # of subsidiaries # of FTEs Targeted verticals

CRE | IR I -5 I o000 ||
| topicus scom [ 5.7 N/A B s l 5.000 R

VAVOLARIS  N/A N/A B 190 N/A ‘o

&

&
]2
&
&
5

=

i

(

EEXNEAIE

B[] <D |<B3

N

N/A N/A '

“Vela N/A N/A B 133 N/A

ssssssss

(=] (=
R )
Q||| [@
M

Constellation Software subsidiaries
A

.
@@@é@@@@

7L uARRs  N/A N/A B oo B 12,000 @ﬂ‘_ %T o~ a0
Pesensco /A N/A kg N/A Eﬂ‘_ %T @ M
nggr // 65.6 41 |28 16,800
Ov 1.1 27 46 800

,——Le end — Verticals - ——————-———————————
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Vertical Software PoV Sources: Annual reports, Company . Cr:)ffmf; @ spé(r)\];lce l__lgi?uﬁng Utilities@l Retail Logistics @i Food & Bev. CH:rilth Mining Constr. | April, 2025
|

Strategy& websites, Strategy& analysis 36



Strategy& team
The Swedish tech team




Our Swedish team brings a deep and extensive range of expertise from
work with Vertical Software, backed up by global centers of excellence

Key contacts and why Strategy&

Main authors

Why Strategy&

Zohaer Khan Mail: zohaer.khan@pwc.com
Director, Stockholm Mobile: +46 72 880 96 28

Erik Wall Mail: erik.wall@pwc.com
Partner, Stockholm Mobile: +46 70 929 31 25

Saam Cedighi Mail: saam.cedighi@pwc.com
Manager, Stockholm Mobile: +46 73 860 18 25

)8

Contributors

Top-tier strategy firm
Top-tier strategy consultancy in Nordics, working almost exclusively with
strategy (>90%)

Close-knit local team
Extensive experience from working together solving complex business
issues for a range of clients

Global network with industry breadth
>12k global partners providing leading expertise in 15+ industry sectors
across the world

Strategy& Software centers of excellence

Rasmus Eriksson Tomislav Lastro Elliot Nilsson

Vertical Software PoV
Strategy& Sources: Strategy& analysis
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We have far-reaching experience from buy- and sell-side support across
the software space, covering various industry verticals and functions

Software credentials in SE

Vertical software (construction, automotive, logistics & retail)

Horizontal software (ERP, HR, CRM, BPO etc.)

/NEXT  Hantverksdata, b infoloric
@iBinder ~ smartcraft

Foundation for collaboration o - L5 BETTER DIGITAL TOOLS

() COMPUSOFT campilatorm ﬁg ITSPERFECT

easoft ADDisecuRE ynifaun
)(chnerflow Re(]dlq (©) Sleep Cycle

. "
F)IINJA ROIMA ceoovnamics  Acast
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strategy&

Part of the PwC network

Thank you!

Feel free to reach out

for more information

Read our Reports and Insights

© 2025 PwC. All rights reserved.
PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see pwc.com/structure for further details.
Disclaimer: This content is general information purposes only, and should not be used as a substitute for consultation with professional advisors.
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