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Recommendation: STRONG BUY Sopharma AD

Strong sales growth

. Very profitable 2025, eclipsed only by the start of 2026
Share Information

Price (EUR) 1.73 Q4 2025 Consolidated Results
1Yr target price 3.39
Upside 96% .
e Revenues from sales increased by EUR 249.7min to EUR 1,361mIn, compared to
2026 Expected EPS 0.26 , , ,
2026 Expected DPS 0.17 EUR 1,009m in Q4 2024 or 22.5% increase. The main push came from sales of products,
for which the approval for distribution came in late 2024 and those increased by 23.3%
NAV 0.93 adding EUR 216mlin.
Yearto dat? change 21.28% e  Sales growth for Q4’25 in the domestic market marked 0.2%. As per data from
52-week price change 75.62% h . . ]
52-week price range 0.96-1.99 IQVIA, Sopharma has the 17" largest share in the Bulgarian market responsible for 1.66%
Adjusted Beta* 1.29 of the supply in nominal terms, while it holds the 2" largest share with 6.06% with regards
to volume (amount of meds). Note that while sales of Sopharma grew, the relative share
Market Cap (EUR) 932742653 declined slightly from last year, indicating that the market as a whole grew even more,
Shares outstanding 539 157 603 L . . Yy . . . o . .
Free Float 33.04% which is a definite positive sign indicating a significant upside potential.
e The positions of the main competitors are as follow: Merck — 6.13% (0.19% vol),
P/E 12.89 AstraZeneca — 5.36% (0.59% vol), Swixx Biopharma — 4.71% (1.67% vol), Roche — 4.70%
Z‘;V giz (0.26% vol), Novartis — 4.20% (1.15% vol), Abbvie — 4.09% (0.10% vol), Pfizer — 3.73%
* SOFIX, 2 yr, weekly ' (0.70% vol), Johnson & Johnson — 3.11% (0.69% vol), Teva — 2.89% (8.55% vol), Stada —
Source: SIS Calculations and Market Data 2.72% (4.42% vol). The highest sold products are Analgin, Vicetin, Famotidine, vitamin C,
52 week price change Paracetamol, Methylprednisolone.
=3 e When comparing previous periods, it is clear that the biggest names have
1380
1250 increased their share in nominal terms and many have decreased in volume terms. This
180 suggest a gradual increase in prices, which are also sticky and they have managed to
1080
. transfer the higher personnel cost to the end products. On the contrary, producers such
80 3s Sopharma which specialize in generic products, had to push out greater amounts to
R A R R A . compensate. Inflationary periods, such as the current one can be a great opportunity for

producers, such as Sopharma, as larger amount of consumer might be motivated to shift
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to the generic versions of the meds that they use. On the contrary, there might be

in BGN, source Bloomberg pressure on OPEX.
Notable events . . . .
e International growth was driven by sales in Eastern European and Central Asian

Annual 2025 cons. results 29.04.2026 . . . . .
2026 Q1 cons. results 30.05.2026 countries, which have been the primary engine for the company over the last year. While

growth was hindered in many of these since 2022 due to the conflict in Ukraine, the

Ivaylo Valchev company managed to expand those accounts in 2025 and is in the position to look for
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regional M&A alternatives, which can boost market penetration.
e  EBITDA increased significantly by 55.2% to EUR 111.9mIn and Net Profit shot up
by 76% to EUR 72.4min.

Svetozar Abrashev e OPEX increased 20.6% to EUR 1,289mln. In that, COGS had the largest
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contribution increasing by EUR 163mln or 20.1%. Personnel expense added EUR 28.2mln
or 26.7% to reach EUR 133.8mlIn as a result of salaries indexation and increase in
workforce. External services added EUR 11min to reach EUR 68.9mln and it is the result

Sofia International Securities of distribution costs.
140 G. S. Rakovski Str. Sofia 1000
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e Sopharma has managed to keep most costs growth below the growth of sales.
The only exclusion are Payroll and Amortization. Both accounts amount to 13.5% of OPEX
and are the consequence of an expanding company. Furthermore, a better motivated

staff can contribute to sales growth in the future.
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e Trade Receivables had marked a significant increase (38%) in Q3 and that raised questions about possible further delinquencies. By
YE 2025, however, they decreased by 13.3% to EUR 171min (down from EUR 198min). This shows that Sopharma’s clients, albeit
dependent on state budgets and schedules (state run hospitals), find ways to pay off liabilities towards them.

e PBratiois 2.16 where we take into consideration non-material assets, such as trademarks and reputation, as they are important in
this industry and main distinguishing factor. This is especially true in the generics market, where the products are essentially the
same. If we use the formula, where they are excluded, the PB ratio would be 3.14.

e Total debt marked an increase of 29% YoY to EUR 303mln, adding EUR 69min. The greater part of that increase took place in Q1
and Q2. In that, LT debt increased 61% adding EUR 42min to reach EUR 110min, EUR 69mIn of which was from LT bank debt). ST
debt increased 16% to reach EUR 194mlin. The ST debt to banks increased by EUR 71mln to reach EUR 170mlIn. The ST part of LT
loans, however dropped from EUR 57.5mlin to EUR 11.7min indicating good debt management. Sopharma specifies that the
purpose of it is the acquisition of long term assets, which will serve the expansion of the production of the company and that it is
in line with debt covenants, such as Current Ratio of 1.1, net debt not exceeding 4x EBITDA, capital adequacy greater or equal than
40% and not decreasing own capital after last audited financials. The major withdrawals came from credit lines with limits of EUR
40min, BGN 30min, EUR 20min, EUR 3.5mIn and EUR 4.7mlin. Currently, everything is within required limits.

e Sopharma showed excellent resilience and very positive performance over the last few years considering the heavy dependency
on Eastern European and Central Asian markets, whose supply chains were affected from the war with Ukraine. An example is
Serbia, where It managed to expand and that market alone accounts for 16.4% of its total revenues in 2025.

e A huge plus for Sopharma is that it is very well vertically integrated — aside from the production of generic meds, it has a vast
network of over 200 pharmacies, which are used to sell their products as well as those of the competitors. In an expanding
market, they are able to capture a portion of the benefits of sales of their competitors and lower their margins to the end
customer.

e The performance in 2026 has been positive. The February results showed that for the month of February alone, the company
realized growth in sales of 106% driven by the 8% growth in the domestic market and 230% growth in exports. The cumulative
results (YTD), however showed overall growth of 6%, which was the result of 36% drop in the domestic market and 37% growth
in exports. Considering it was only the January performance prior to that, we can assume that the drop was due to
purchasing/scheduling problems from the state-run hospitals. It is also very likely that the domestic demand will rebound as the
orders compensating for the earlier drop will land.
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COMPANY DESCRIPTION
Financial Metrics 2025 2024 change Sopharma AD engages in the provision of pharmaceutical business. Its operations
Total Revenue 1362 966 1113023 22.5% include production and marketing of medical products, medicinal substances as
Operating expenses 1289518 1069622 20.6% well as dosage forms. It also involved in research, engineering, and implementation
EBIT 71585 41803 71.2% activities in the field of phytochemistry, chemistry, and pharmacy. The firm offers
Operating Margin 5.3% 3.8% 1.5% dermatological products, gastroenterological, as well as psychoneurological,
EBITDA 111993 72157 55.2% antiallergic and others. The company was founded in 1933 and is headquartered in
Net profit 72390 41124 76.0% Sofia, Bulgaria.
Net Margin 5.3% 3.7% 1.6%
FINANCIAL METRICS

Total Assets 1063334 918425 15.8% Income Statement (EUR th) 2025 2024 2023 2022
Net Debt 266 826 216 155 23.4% Operating Revenue 1361103 1111425 975 540 861921
Debt-to-Equity 0.6 0.5 0.1 Financial Income 1862 1598 2253 1689

Total Revenue 1362 966 1113023 977793 863610
Operating expenses 1289518 1069622 925377 816988
Per share 2025 2024 2023 2022 EBIT 71585 41803 50 163 44933
Number of shares 539157603 179100063 157412242 121318711 EBITDA 111993 72157 78730 71571
EPS 0.13 0.23 0.32 0.29 Net profit 72390 41124 51065 39028
DPS 0.09 0.08 0.51 0.31

Balance Sheet (EUR th) 2025 2024 2023 2022
Growth & Activity 2025 2024 2023 2022 Currentassets 557 480 434280 402 419 292710
Revenue growth 22.5% 13.8% 13.2% 4.6%  Cash &equiv. 36610 18268 65895 10 152
Earnings growth 76.0% -19.5% 30.8% -16.8% Non-currentassets 505 854 484 145 371760 348 439
CAPEX growth 5.7% 154.0% -43.9% 235.5%  PP&Eand Inv. Properties 214780 204692 188576 197 857
CAPEX/Revenue -3.7% -4.3% -1.9% -3.9% Total Assets 1063334 918 425 774179 641149
Asset Turnover 0.34 0.33 0.35 0.34  CurrentLiablities 429 888 394 448 311474 208273
Working Capital Turnover 16.28 17.02 11.15 10.81 ST Loans 193625 166 336 112 502 93496

Non-current liabilities 131455 92905 77 382 66 467
Return & Profitability 2025 2024 2023 2022 LT loans 109811 68088 56 851 40810
ROE 15.4% 10.1% 13.8% 11.0% Total Liabilities 561342 487353 388856 274740
ROA 6.8% 4.5% 6.6% 6.1% Equity 501991 431072 385323 366 409
ROIC 11.8% 8.2% 11.5% 9.6% NetWorking Capital 127592 39832 90 945 84437
EBITDA margin 8.2% 6.5% 8.1% 8.3% Total Debt 303436 234423 169 353 134 306
Operating margin 5.3% 3.8% 5.1% 5.2% Net Debt 266 826 216 155 103458 124154
Net margin 5.3% 3.7% 5.2% 4.5%

Cash Flow Statement (EUR th) 2025 2024 2023 2022
Gearing & Liquidity 2025 2024 2023 2022 CFfrom operations 9484 39230 23024 56 284
Debt-to-Equity 0.6 0.5 0.4 0.4 CFfrom investments (61688) (45 040) (32134) (32521)
Net Debt to EBITDA 2.4 3.0 1.3 1.7 CAPEX 50925 48161 18963 33803
Interest coverage 7.2 5.5 9.3 13.8 CFfrom financing 70597 (41867) 64 853 (32898)
Cash ratio 0.1 0.0 0.2 0.0 Changein debt 69013 65071 35047 (32533)
Currentratio 1.3 11 1.3 1.4 Paidinterest (9905) (7572) (5422) (3267)

Paid dividends (6955) (86 119) (36 756) (6)
Source: companyfinancials and SIS calculations
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Disclaimers and Required Disclosures

Sofia International Securities AD is a member of Bulgarian Stock Exchange (BSE) and the Central Depository of Bulgaria. The company provides
brokerage, investment banking, equity research, portfolio management and other services. Sofia International Securities AD is regulated by
the Financial Supervision Commission of Bulgaria.

Analyst Certification

The individuals responsible for the preparation of this report certify that: (1) all of the views and opinions expressed in this report are their
own and reflect their personal views about the issuer(s) and the securities subject of this report, and (2) no part of any analyst’s compensation
was, is, or will be directly or indirectly related to the specific views or recommendations expressed by them in this report.

Regulatory Restrictions

Sofia International Securities is not registered as a broker or dealer with the Securities and Exchange Commission or NASD in the United
States of America and the information may be distributed in the US only to individuals who by acceptance hereof confirm that they represent
“major institutional investors” as defined in Regulation 15a-16 of the Securities Exchange Act of 1934. Notwithstanding this, no publication
of Sofia International Securities AD shall be construed as an offer (or solicitation of an offer) in any jurisdiction in which such offer or
solicitation would be illegal.

Financial Interest

Sofia International Securities may or may not own shares of the company that is subject of this document. The individuals who are responsible
for the preparation of this report may or may not own shares of the company subject of the report. Sofia International Securities is not a
market maker in the securities that are subject of this document. In the past, Sofia International Securities has provided corporate services
to the company that is subject of this presentation and may seek to provide such and other services in the future. As of the date of this
document Sofia International Services provides brokerage services to the company subject of this document.

Equity Valuation and Risks

The value estimate(s) stated in this report is (are) valid only in light of the valuation methods used to derive this estimation. The use of other
or more comprehensive approaches could result in other estimates of value that could diverge substantially from the results presented
herein. With regard to the above, when making our conclusions about the intrinsic value of the Company’s share capital, we have not
considered or evaluated any possible tax, legal or other effects that might arise from engaging in transaction(s) with the shares of the
company. The document should not be regarded by recipients as a substitute for the exercise of their own independent judgment and they
should seek and obtain independent investment advice is necessary. Any facts and/or information stated in this document are subject to
change without notice and Sofia International Securities is not under any obligation to update or keep current the information contained
herein. Any opinions expressed herein are only correct as of the stated date. Past performance is not indicative of future results. Foreign
currency rates of exchange may adversely affect the value, price or income of any security.

General

The report is prepared solely for informational purposes and is not to be construed as a solicitation, recommendation, investment advice or
an offer to buy or sell any securities or related financial instruments. The securities described herein may not be eligible for sale in all
jurisdictions or to certain categories of investors. The document is based on information obtained from sources believed to be reliable but
Sofia International Securities do not warrant its accuracy, nor that it is a complete summary of the securities, markets or developments
referred to in the report. This report does not intend to provide assurance on the value of the company’s shares or on the achievability of
the projections, statements and assumptions used by us. Actual results achieved in future periods might differ substantially from the
projected ones because events and circumstances frequently do not occur as expected. Sofia International Securities accepts no liability
whatsoever for any loss or damage of any kind arising out of the use of all or any part of this report. Additional information will be made
available upon request.
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