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SOPHARMA
INDUSTRY: PHARMACEUTICALS

COVID-19 EFFECTS AND DEVELOPMENT PROSPECTS

Current COVID-19 pandemic has already affected all participants
in the Bulgarian economy. For Sopharma, this has led to increased
demand for specific groups of medicines, including quinin-based
medical products for fighting COVID-19, whose export was banned
temporarily by the Bulgarian minister of healthcare with the aim
of guaranteeing the local needs for this medicine. Sopharma’s
Investor relations director has expressed certainty that the
Company will be able to supply the local market (the initially
needed quantity was 250k packages). Furthermore, as soon as the
ban is lifted, the Company will be able to export the needed
quantities to its foreign clients. In addition, the increase in the
demand for food supplements, vitamins and medical consumables
has led to a surge in purchases towards some of Sopharma’s
subsidiaries, namely Sopharma Trading and Vita Pharma.

Currently, Sopharma’s production is done by smaller teams at
more shifts so that the possibility of a person being infected with
COVID-19 is minimized.

Supply chains are not interrupted and exports go as planned, with
no expectations of possible delays as at the moment. Furthermore,
border control in Europe is trying to process documents of vehicles
transporting medical products as fast as possible.

Thus, despite the COVID-19’s negative overall impact, the current
pandemic gives opportunity for increase in revenues and profits
for Sopharma and its subsidiaries. Given the strong dynamics,
forecasts are hard to be made, yet Elana Trading’s team expects
ca. 15% y/y growth in the standalone profit of Sopharma for 2020.

FINANCIAL RESULTS FY2019 AND CURRENT STATE

During 2019, Sopharma marked an improvement in its
standalone financials, the main driver for this being export sales.
The latter reached BGN 137.3m. (up 15.4% y/y) thanks to an
increase of 32% vy/y in Russian sales and a 5% y/y growth in
Ukraine. Furthermore, sales grew in the Balkan’s region, Poland,
the Czech Republic and Moldova. During the year, Sopharma kept
local sales flat y/y at BGN 91.6m, remaining #1 in terms of local
sales in volumes in Bulgaria.

Thanks to good OPEX management, high net financial income and
income from dividends and shareholdings, the standalone net
profit for FY2019 came to BGN 40.4m, up 33% y/y.

Preliminary Company data for Q120 point to 4% y/y drop in sales,
yet in Mar'20 alone revenues grew by 11% y/y as a result of flat
local sales and 21% vy/y boost in export. The latter is due to
Sopharma’s successful strategy targeting the increase in its
market shares abroad, especially in Russia, Ukraine, Poland,
Moldova and Serbia. The newly constructed warehouse in Moldova
has a capacity surpassing the current needs of the Moldovan
market and has the potential to turn into a regional logistic hub for
Sopharma, boosting its market presence in the neighboring
countries.

STRENGTHS AND OPPORTUNITIES

» During health-related crisis the pharmaceutical sector is
more resilient compared to other economic sectors;

» Sopharma Group’s closed production cycle strengthens its
competitive position;

» Increase in the demand for certain medical
following the pandemic’s outbreak;

> Opportunity to take advantage of increased demand for

products

SOPHARMA'S SHARES ARE SHOWING FASTER RECOVERY
COMPARED TO SOFIX
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FINANCIAL INDICATORS (AT A STANDALONE BASIS)

econt ratios 2018 2019 2020F
Revenues 212 418 230 691 242 226
EBITDA 45 212 64 385 65 353
EBIT 27 798 46 038 45 975
Net profit 33 298 40 382 48 429
ROE 6.81% 7.73% 8.90%
ROA 5.47% 5.95% 7.52%
EBITDA margin 21.28% 27.91% 26.98%
Net profit margin 15.68% 17.50% 19.99%
EPS 0.26 0.32 0.38
Debt/equity 0.17 0.21 0.11
P/E 13.04 10.41 7.54
P/B 0.89 0.80 0.67
EV/EBITDA 11.22 8.17 6.46
DPS 0.05 0.10%* 0.11
Dividend yield 1.45% 2.99% 3.79%

*THE COMPANY ANNOUNCED AN INTERIM DIVIDEND FOR FY2019 OF BGN 0.05 PER SHARE,
OUR EXPECTATIONS ARE FOR A SECOND INTERIM DIVIDEND OF THE SAME AMOUNT

SOURCE: COMPANY’S STANDALONE FINANCIAL STATEMENTS; ELANA TRADING ESTIMATES
USD/BGN: 1.8039

WEAKNESSES AND RISKS

»  Strong competition both on local and export level;

> Strong exposure to Russia and Ukraine;

» Risk of closing down any of the production centers in
Bulgaria or abroad in case any of the employees gets
infected with COVID-19

ﬂuinin-based Broducts.

ELANA TRADING DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE
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Disclaimer

Regulatory Restrictions: No publication of ELANA Trading should be construed as an offer (or solicitation of an offer) to U.S. persons to buy or sell
financial instruments or any financial product, make any investment or participate in any particular trading strategy (collectively “Offers”). No Publication
of ELANA Trading should be construed as an Offer (or solicitation of an offer) in any jurisdiction in which such Offer would be illegal. Any such perceived
Offer will not be honoured by ELANA Trading.

Analyst Certification: The research analyst(s) certifies that: (1) all of the views expressed in this document accurately reflect his or her personal
views about any and all of the subject securities or issuers; (2) no part of any of the research analyst’s compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed by the research analyst(s) in this document.

Financial Interest: ELANA trading does and seeks to do business with companies covered in its research reports. This may and includes investment
banking services for which ELANA Trading shall be remunerated. ELANA Trading has not performed any services for Sopharma in the last 12 months.
ELANA Trading may trade or own shares of the analyzed companies. The research analyst(s) is not holding shares of the analyzed companies, unless
otherwise noted. As a result, investors should be aware that ELANA trading may have a conflict of interest that could affect the objectivity of this report.
Investors should consider this report as only a single factor in making their investment decision.

Regulatory Authority: Financial Supervisory Commission, Budapest Street 16, 1000 Sofia, Bulgaria

Information Disclosure: All reasonable care has been taken to ensure the facts stated are accurate and opinions given are fair and reasonable. Our
recommendations are based on information available to the public that we consider to be reliable but for the completeness and accuracy of which we
assume no liability. Neither ELANA Trading, nor its directors, officers or employees shall in any way be responsible for its contents. The views expressed
may differ from the views of other firm departments or representatives. Additional information is available upon request. Unless otherwise noted,
sources for all information in charts and tables are ELANA Trading’s calculations.

Risks for Investors: Information in this document should not be regarded as an offer to buy or sell any financial instruments. The investment
possibilities discussed in this document may not be suitable for certain investors depending on their specific investment objectives and time horizon or
in the context of their overall financial situation. In particular, the risks associated with an investment in the securities or the financial instruments
under discussion are not explained in its entirety.

The prices or values of the securities may go down as well as up and can fluctuate and fall against the investor. The securities or investments may
cause the investor to lose the amount invested. Past performance is not a guide to future performance. Changes in exchange rates may have an adverse
effect on the value, price or income of the securities or investments.

Valuation Methods: Company valuations are based on the following methods: multiple-based (P/E, P/B, EV/EBITDA), historical valuation approaches,
peer comparisons, discount models (DCF, DDM) or asset-based evaluation methods. Valuation models are dependent on macroeconomic factors,
including interest rates, foreign exchange rates, prices of raw materials, and any expectations about the economy, the market sentiment. The valuation
is based on expectations that might change rapidly and without notice, depending on developments specific to individual industries and countries.
Recommendations and target prices derived from the models might therefore change accordingly. The application of models depends on forecasts of a
range of economic variables, thus there is a range of reasonable variations within models. Any valuation is dependent upon inputs that are based on
the subjective opinion of the analysts carrying out this valuation.

Recommendations: Analyst(s) recommendations are based on the specific factors for the company, sector, country and global developments, as
compared to market indices. Recommendations and opinions reflect ELANA Trading's expectations over the 12-month period following publication from
the perspective of long-only investment clients. ELANA Trading reserves the right to express different or contrary recommendations and opinions for
different timescales or for other types of investment client. Except as otherwise noted, expected performance over next 12 months vary for different
recommendations for Bulgarian stocks as follows:

BUY Target price is more than 10% above current quotes
HOLD Target price in +/-10% range of the current quotes
SELL Target price is more than 10% below the current quotes

Frequency of Recommendations: No schedule of recommendations is available. The frequency of recommendations depends on specific factors to
individual companies and the opinion of the analyst(s) for the necessity of minor or major changes.

Q1 2020 Recommendation Review A
Market Maker Services

Recommendation # Share
SKK BU; Korado; Elana Agrocredit; Albena; Expat Bulgaria
o H ’ ’ H
BUY 6 38% SOFIX UCITS ETF
HOLD 10 62%
SELL 0 0%

Copyrights: The copyrights of ELANA Trading analyses belong to the Research Department of the brokerage and their content cannot be used for
commercial purposes. Replication and redistribution of ELANA Trading analyses content is expressly prohibited without the prior written consent of the
appointed contacts listed below.

For more information, please contact:

Research Analyst Phone: E-mail: Internet:
Natalie Ilcheva +359 2 810 00 27 ilcheva@elana.net www.elana.net
Research Team + 359 2 810 00 20 research@elana.net www.elana.net
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