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Share price (RON) close as of 15/05/2023 17.2 Reuters ROM.BX  Free float 59.0%
Number of shares (mn) 132.9 Bloomberg M RO  Shareholders Marcu Mihail (15.8%)
Market capitalization (RON mn / EUR mn) 2,285/ 462 Div. Ex-date 11/04/23 Cristescu Mihaela Gabriela (14.04%)
Enterprise value (RON mn / EUR mn) 3,031/613 Target price 20.9 Homepage: www.medlife.ro
Key figures Overview Financial Strength
RON mn 2022 2023e 2024e 2025e 2022 2023e 2024e 2025e
Net sales 1,795.4 2,195.0 2,492.3 2,736.8  ROE (%) 8.66 13.30 17.63 17.87
EBITDA 246.6 295.0 359.8 401.0  ROCE (%) 5.64 7.34 9.34 9.95
EBIT 94.2 138.4 183.9 204.2  Equity ratio (%) 22.40 23.82 26.61 30.28
EBT 495 81.5 125.1 150.0  Net debt (RON mn) 797.70 745.89 748.15 648.36
Net profit 37.4 68.4 105.1 126.0  Gearing (%) 165.46 136.46 115.88 84.82
EPS (RON) 0.28 0.51 0.79 0.95
CEPS (RON) 1.39 2.18 1.46 216 10Q23 results: evolving in the consolidation phase
BVPS (RON) 3.63 411 4.86 5.75
Dividend/Share (RON)
EV/EBITDA (x) 1234 10.28 8.43 732 As per our conservative valuation stance, we
P/E (x) 60.06 33.40 21.75 1814 downgrade marginally the target price, at least until
P/CE (x) 12.16 7.91 11.75 7.95 H |d t beC0meS a ald trend to
Dividend yield (%) margin consolidation . _ vall )

, RON20.9/share and maintain our BUY
EBITDA margin (%) 13.74 13.44 14.44 14.65 dati th s stock
Operating margin (%) 5.25 6.31 7.38 746 F€commendation on the company's stock.
Net profit margin (%) 2.08 3.12 4.22 4.60
Trading data & Statistics The 1Q23 results of MedLlfe paint a better picture
Daily averages 5 days 30days  lastyear ~ COMPared to the previous quarter, however it is yet not
Volume 26,612 23,774 34561  clear if this is a sustainable turnaround or a seasonal
Trading value (RON mn) 0.5 0.4 0.6
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increase in profitability compared to those of previous
years’.

Under normal circumstances, the company should start
to post better margins going forward on the back of
growth across most business segments in terms of both
units and average revenues.

Moreover, management has announced a policy of
consolidation of assets with the goal of streamlining
operations and improve cost structure.

Personnel costs remain a major item, while expenses
with consumables and materials should experience a
milder inflationary pressure.

Going forward, M&A activities should take a breather,
however the long-term strategy of increasing footprint
remains valid and to be acted upon in an opportunistic
manner over the short-term.

Our investment rationale remains valid, with main drivers
still present, capitalizing on a growing market, largely
price insensitive and enduring a dearth of alternatives at
lower cost.
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1Q2023 results: signs of a turnaround, but time will tell

1Q23 results — better y-0-y top line, higher costs

MedLife 1Q23 results show a significant boost in top line, with consolidated
sales increasing by 26%. At the same time, operating expensed grew by
33%, leading to an operating profit that was 32% lower than that of 1Q22
and an EBITDA that was 4% higher compared to the same period of last
year. Net income also declined compared to the first quarter of 2022, by
71%. Margins weakened as well, with EBITDA margin dropping from 17.2%
to 14%, and net margin from 7.1% to 1.6%.

INCOME ST. (RON, mn.) 1Q23 1Q22 chng (%) 4022 chng (%) 1Q21 chng (%)
Sales 529.5 418.9 26% 471.5 12% 337.8 57%
Other operating income 3.3 2.0 62% 4.2 -21% 1.0 217%
Operating income 532.8 420.9 27% 475.7 12% 338.8 57%
Operating expenses (505.2) (380.1) 33% (476.9) 6% (285.2) 7%
Operating profit 27.6 40.9 -32% 1.2) n.m. 53.6 -49%
EBITDA 74.7 72.2 4% 48.6 54% 79.7 -6%
Financial result (15.1) (7.3) 106% (16.8) -10% (10.6) 42%
Profit before taxes 12.5 335 -63% (18.0) n.m. 43.0 -71%
Income tax (4.1) (4.0) 2% (1.4) 191% (6.9) -41%
Net profit 8.4 29.6 71% (19.4) n.m. 36.1 77%
EBITDA margin 14.0% 17.2% 10.2% 23.5%

Net margin 1.6% 7.1% -4.1% 10.7%

Operating margin 5.21% 9.75% -0.26% 5%

Source: Company data, Erste Group Research

Better picture on a quarterly basis

On a quarterly basis, 1Q23 showed a top line growth of 12% vs. the last
quarter of the previous year, and a more than 57% increase vs the first
quarter of 2021. At the same time, operating profit and net income turned
back to positive, compared to the losses of 4Q22. EBITDA grew by more
than 54% compared to the previous quarter.

IFRS Proforma

INCOME ST. (RON, mn.) 1Q23 1Q22 chng (%) Adjustm. 1Q23 chng (%)
Sales 529.5 418.9 26% (6.8) 522.7 25%
Other operating income 3.3 2.0 62% 0.8 4.1 101%
Operating income 532.8 420.9 27% (6.0) 526.8 25%
Operating expenses (505.2) (380.1) 33% 8.7 (496.5) 31%
Operating profit 27.6 40.9 -32% 2.7 30.3 -26%
EBITDA 74.7 72.2 4% 4.4 79.1 10%
Financial result (15.1) (7.3) 106% (0.4) (15.5) 112%
Profit before taxes 12.5 335 -63% 2.3 14.8 -56%
Income tax (4.1) (4.0) 2% (0.3) (4.3) 9%
Net profit 8.4 29.6 -71% 2.0 10.5 -65%
EBITDA margin 14.0% 17.2% 15.0%

Net margin 1.6% 7.1% 2.0%

Operating margin 5.2% 9.7% 5.7%

Source: Company data, Erste Group Research

Proforma figures show marginally better profitability

The company issued also a pro-forma abridged income statement that
included the financial results of acquired companies, which registered total
sales of RON26mn and do not include the subsidies received at group level
from the National Health Program for chemotherapy drugs. Under this
representation, the profitability of the group was slightly better, however in
the same range of the IFRS figures.
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Rev. (RON, mn) Units ('000) Avg. fees (RON)

Bussiness line 1Q23 1Q22 chng (%) 10Q23 1Q22 chng (%) 1Q23 1Q22 chng (%)
Clinics 199.3 133.5 49% 863.7 645.3 34% 230.8 206.9 12%
Stomatology 32.3 25.5 27% 46.7 44.2 6% 691.6 577.9 20%
Hospitals 108.3 85.7 26% 33.3 25.8 29% 3,252.3 3,317.2 -2%
Laboratories 57.2 56.0 2% 1,853.3 1,851.5 0% 30.9 30.2 2%
Corporate 58.0 51.4 13% 846.2 763.2 11% 69 67.4 2%
Pharmacies 18.5 18.7 -1% 124.3 148.5 -16% 148.8 126.1 18%
Other 56.0 48.1 17%

Total 529.6 418.9 26%

Source: Company data, Erste Group Research

Top line growth across the board

All business segments registered significant growth in revenues, with the
exception of laboratories and pharmacies. The largest expansion was
registered in clinics, on the back of increasing the number of clinics and
sustained demand of outpatient medical services. Thus, clinics‘ revenues
grew by close to 50% compared to 1Q22, while hospitals‘ revenues
increased by 26%, stomatology by 27% and corporates by 13%. Revenues
registered in the laboratories segment grew only by 2% while pharmacies
recorded a 1% decline in revenues.

On a proforma basis, revenues in the clinics segment increased by about
55%, in stomatology by 27%, in hospitals by about 4%, in laboratories by
9%, in corporate by 13% and other revenues by around 17%, while
pharmacies proforma revenues declined by 1.3% and stomatology by ith a
decline of 22% compared to 1Q22.

Business line revenues 1Q23 (ext.)
vs.1Q22 (int.)
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Source: Company data, Erste Group Research

The share in total revenues on a proforma basis s largely similar with the
IFRS figures, with share of clinics slightly higher in proforma basis and that
of hospitals marginally lower, with the rest of the business segments
maintaining a similar share of total sales.
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Segment dynamics (revenues, 1Q17 = 100%)
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Revenue CAGR remains impressive...

With the corporate business showing the lowest 1Q17-1Q23 CAGR, at
9.6%, the rest of the segments are showing impressive truly impressive
growth rates. Clinics grew above 30% and stomatology and hospitals’
revenues grew each by above 24% with laboratories and pharmacies also
showing solid growth rates in the medium to high teens.

Segment dynamics (units, 1Q17 = 100%)

350% 25%
300%
20%
250%

0,
200% 15%

(% of 1217)

150% 10%
100%
5%
50% ’

0% 0%

Clinics Stomatology Hospitals Laboratories Corporate Pharmacies
1Q17 =1Q18 =1Q19 =1Q20 =1Q21 =1Q22 =1Q23 CAGR1Q17-23 (r.h.s.)

Source: Company data, Erste Group Research

... on the back of higher number of patients...

The number of units, i.e. patients/visits/tests, has continued to grow at a
high pace. Thus, on aggregate, for 1Q23 compared to 1Q22, the number of
patient visits in clinics increased by 34%, in hospitals by 29%, while the
growth in stomatology visits was 6%, in corporate 11% and in pharmacies
69%. The laboratories segment, stagnated while the number of
pharmacies’ clients declined by 16%.

As expected, the highest multiannual growth in number of patients has
been recorded by the clinics, with almost 21% 6 yr. CAGR followed by
hospitals with 14% and with stomatology, corporate and pharmacies each
at about 10%. Laboratories lag slightly at about 8%

Erste Group Research — Company Update Page 4
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Segment dynamics (average fees, 1Q17 = 100%)
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Pharmacies

... and higher average fees in most segments
Vs 1Q22, average fees increased during 1Q23 in clinics by 12%,
stomatology by 20% and pharmacies by 18%. In the rest of the segments
fees were mostly in line with the previous year.
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1Q23 expenses grow more than revenues y-o-y, but less g-0-q
During 1Q23, the 33% increase in expenses was higher than the 27%
increase in revenues. The main expense items were personnel related
costs. Thus, wages and social expenses grew by about RON30mn, or
31%, while expenses with third parties increase by about RON39mn or
36%. Over the first quarter of 2023, wage related items, including expenses with

third parties have grown at 52.3% of sales, compared to 49.6% during 1Q22,

however retreated compared to the 53.3% of the previous quarter. Consumables
and commodities added another RON33mn, growing by about 28%. As a
percentage of sales, they reached 27.6% vs 27.3% in 1Q22, but lower than

the 30.1% of 4Q22.

% of total rev.

Opex breakdown (RON,mn.) 1Q23 1Q22 chng (%) 4Q22 chng (%) 1Q21 chng (%) 1Q23 1Q22 4Q22 1Q21
Wages & social 130.75 99.99 30.8% 125.07 4.5% 79 65.5% 24.5% 23.8% 26.3% 23.3%
Third party 147.72 108.93 35.6% 128.24 15.2% 89.13 65.7% 27.7% 25.9% 27.0% 26.3%
Consum.& commod. 147.13 114.77 28.2% 142.99 2.9% 73.183  101.0% 27.6% 27.3% 30.1% 21.6%
Rent, utilit, maint, ins. 16.84 14.63 15.1% 7.06 138.5% 9.935 69.5% 3.2% 3.5% 1.5% 2.9%
Promotion, comm. 9.45 5.68 66.4% 8.5 11.2% 342  176.3% 1.8% 1.3% 1.8% 1.0%
Depreciation 47.15 31.34 50.4% 49.75 -5.2% 26.08 80.8% 8.8% 7.4%  10.5% 7.7%
Other 6.13 4.7 30.4% 15.16 -59.6% 4.46 37.4% 1.2% 1.1% 3.2% 1.3%
Total 505.2 380.0" 32.9% 476.8" 6.0% 285.2 77.1% 94.8% 90.3% 100.2%  84.2%

Source: Company data, Erste Group Research

On a quarterly basis, however the increase in expenses was significantly

less significant with total expenses growing on aggregate by only 6% on a
12% increase of revenues. The main expense increases were represented
by the same items, however at a growth rate much lower than that

recorded on a yearly basis.
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Operating expenses 1023 (ext.)
vs. 1022 (int)

g9 1%
|
2% n
A% 8% 1% 6%
26%
a5, 2%
30%
29%
29%
29%
= Wages & social = Third party = Consum.& commod.
Rent, utilit, maint, ins.  Promotion, comm. Depreciation

= Other

Source: Company data, Erste Group Research

As a consequence, profitability measures stage a turnaround, bucking the
trend visible for the last nine quarters, with net income during 1Q23 turning
back to positive. This is similar to the development so 1Q21 and in smaller
measure during 1Q22 where profitability increased compared to the last
quarter of the previous year, just to return on a declining trend. Further
developments would show if 1Q23 is the beginning of a new directional
movement in profitability or just a seasonal recovery followed by the
continuation of the prevailing trend.

Quarterly margin evolution
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Growing net debt, but gearing remains manageable
Net debt increased quite substantially, with gearing in line with that of 2016,
and 2018, on the back of the continuing spat in acquisitions of last year and
recent. The increase compared to last year is significant, however it is still
manageable for a company with the pricing power of MedLife and its
growth prospects. (Note: in our net debt calculations, we have included
leasing obligations and overdraft.)

(RON, mn.) EOP 2016 2017 2018 2019 2020 2021 2022 1Q23

Cash and equivalents 20.7 79.2 34.2 38.9 82.0 136.0 89.1 118.3

Current port. of debt* 27.4 41.8 63.0 103.2 114.7 136.6 160.6 154.2

LT debt* 213.1 252.9 3135 478.6 561.8 590.5 1,028.5 1,141.3

Net debt 219.9 2155 3424 542.9 594.6 501.1 1,100.0 1,177.2

Net debt/EBITDA* (X) 3.95 2.77 3.59 3.67 2.80 2.07 446"  3.99

* - includes leasing and overdraft
Source: Company data, Erste Group Research

Finalizations of transactions and a new opening During 1Q23, the
company managed the completion of acquisition of 99.76% of Muntenia
Hospital shares, the largest hospital in Arges county, located north of
Bucharest in a relatively prosperous area. Also, it has completed the
acquisition of a 51% stake in Nord Group (Provita), a group present in the
country’s capital, with a hospital, five clinics and the only pain treatment
therapy training center in CEE. Nord Group has also expanded in the north-
east of Romania and is set to open another hospital in Bucharest.

MedLife also opened in January a hew hyperclinic in Deva, in the west of
the country.

Erste Group Research — Company Update Page 7
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Looking ahead: evolving in the consolidation phase

Underlying investment rationale unchanged since our previous
update The attractiveness of MedLife as an investment vehicle
encompasses the combined exposure to desirable geography, sector and
product.

Our main investment tenets remain unchanged, as detailed in previous
reports:
- Underserviced market with ample upside potential for Government
and private spending, with ongoing consolidation activity.
- Pent-up demand, on the back of a general health state of the
population
- Company superior pricing power, resulting from lack of adequate
alternatives.
- Superior management of expansion via acquisitions.

Previously, we were counting effective cost management among the main
investment drivers. Nevertheless, the recent period of high inflation has
shown that even a company with cost effectiveness at the center of its
financial management policy cannot escape the brunt of the high inflation
impact.

Case in point, the majority of costs that have eroded profitability during the
last two years were costs over which management has little or no control.
Wage inflation is manageable only to a certain extent, by offering
employees career benefits that do not necessarily impact the bottom line.
Finally, with the strong competition of employment abroad, MedLife, just as
any Romanian company, has to offer a competitive package in order to lure
and retain talent.

Another segment of the costs that has grown significantly relates to inputs
that are consumables and commodities. The price growth of these
commodities is difficult to completely hedge against by the management.
Nevertheless, we see as positive the developments of 1Q23 and will
monitor if they become a trend or remain just a seasonal accident.

A breather for M&A activity According to company’s management plans,
MedLife will enter a period of less M&A activity and a consolidation stage
focused on margins and better integration of the company’s various assets.
This is a stage that the company undergone in the past after successful
sprees of acquisitions. The expansion overall strategic goals of MedLife
remain intact and it should act in an opportunistic manner in the future,
however immediate concentration of efforts lays in the direction of
increased profitability for the existing assets and organic growth.

Moreover, the plans of the company include merging some of the current
assets in order to promote more efficient management and cost structures.

Our forecast: we maintain a conservative stance In anticipating the
driver trends governing the evolution of the top line of the company we
chose to remain on a conservative side and err on the side of caution.
Thus, we account for a slowdown in the expansion via acquisitions and
M&A, but maintain the organic growth consistent with the company’s
development plans. Overall, in each segment we anticipate a slower growth
of units, than in the past, with the notable exception of pharmacies, where
the recent severe drop in visits creates a base that influences 2022-2026
CAGR.

Erste Group Research — Company Update
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Business segments annual unit growth (%)

25.0%
21.4% 20.8%

20.0%

0,
15.0% 14.5%

0,
0.3'%’ 1 1-6 g_sll/o

10.0%
6.5% 6.5%
5.0% I 26% 4 oo, 5%
0.0% - L

Clinics Dentistry Hospitals Labs Corporate Pharmacies
-5.0% -1.9%

uCAGR 18-22 mCAGR 22-26e

Source: Company data, Erste Group Research

Between inflation and disposable income In forecasting the average
revenues per unit growth — in essence an expression of the pricing power
of the company — we need to strike a balance between the effective lack of
alternative of the patients and the erosion of the disposable income of the
same, caused by the current inflationary period.

Business segments annual avg. rev. per unit growth (%)
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Source: Company data, Erste Group Research

In a conservative manner, we have tempered our forecasts, however taking
into consideration inflation and the inelastic demand for healthcare
services. We believe the result offers a realistic valuation for the stock,
since MedLife’s pricing power remains unabated, competition is still very
little fought on price and the potential alternatives for patients are of inferior
quality. Moreover, empirical observation shows even the good quality
alternatives, i.e. other private healthcare providers, show consistent pricing
trends with MedLife. It is worth noting in the pharmacy segment that the
decline in average revenues noted in 2021 and 2022 is skewing
significantly the historical CAGR levels while, in absolute terms, our
forecast revenues per client reach the 2021 level only in 2024e and remain
inferior to the 2020 level even by the end of our forecast horizon.

% of total rev. 2016 2017 2018 2019 2020 2021 2022 2023e 2024e 2025e 2026e
Clinics 26% 27% 29% 31% 29% 28% 34% 40% 41% 41% 41%
Dentistry 4% 6% 6% 6% 5% 7% 7% 7% 7% 8% 8%
Hospitals 21% 19% 21% 23% 23% 22% 21% 20% 21% 21% 22%
Labs 19% 19% 17% 16% 19% 18% 11% 9% 8% 8% 8%
Corporate 25% 23% 21% 19% 18% 14% 12% 11% 10% 10% 9%
Pharmacies 5% 5% 5% 4% 4% 4% 4% 3% 3% 3% 3%
Other 1% 2% 1% 1% 1% 6% 11% 10% 9% 9% 8%
Source: Company data, Erste Group Research
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We expect clinics to remain the major earner of the company, followed by hospitals
and pharmacies commanding the lowest share of overall earnings. Dentistry should
grow in terms of share and corporate and labs to slightly decline.

Revenue composition (RON, mn.)
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Inflation: to early to call it quits In forecasting the cost side of the P&L we
continue to account for a high inflationary environment, albeit to more manageable
levels compared to the last year. We consider our forecast to be conservative and
at levels superior to expected general inflation going forward. (Note: We do not
account for IFRS 16 impact that has an influence on the rent and depreciation side
of the costs)
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The relative share of total operating expenses remains relatively constant in our

forecast, with higher share of total wage related costs and consumables and

commodities remaining the main contributors to total operating costs.
% of op. exp. 2016 2017 2018 2019 2020 2021 2022 2023e 2024e 2025e 2026e 2027e
Consumables 17% 16% 16% 17% 19% 19% 18% 19% 19% 19% 19% 19%
Third parties 27% 28% 27% 29% 29% 30% 27% 29% 30% 30% 30% 31%
Wages 23% 26% 32% 32% 28% 26% 26% 25% 26% 26% 26% 26%
Social contributic 5% 6% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Commodities 4% 4% 4% 3% 4% 8% 12% 11% 10% 10% 10% 8%
Maint/Utilities/Cc 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3%
Ins/Advertising 3% 2% 2% 2% 2% 1% 2% 2% 2% 2% 2% 2%
Rents 6% 6% 5% 1% 1% 1% 0% 0% 1% 1% 1% 1%
Depreciation 7% 7% 7% 10% 11% 9% 9% 8% 8% 8% 8% 8%
Other op exp. 5% 2% 2% 2% 3% 2% 2% 2% 2% 2% 2% 2%

Source: Company data, Erste Group Research

Share of personnel costs of total revenues (RON, mn.)

4,000

3,500

3,000

2,500

2,000

1,500

1,000

500

0
2018 2017 2018 2019 2020 2021 2022 2023e 2024e 2025e 2026e 2027e

= Personnel costs  ®Revenues

Source: Company data, Erste Group Research

Conservative model in forecasting profitability Our forecasts for organic
growth and profitability continues to offer a conservative outlook with 2023
margins largely consistent with latest evolution, and only marginally higher
going forward. As described, we forecast for a moderate growth in units —
at levels inferior to historical averages. At the same time, we have
considered that the post crisis periods may withess a renewed negotiation
power of employees and a continuing degree of inputs inflation that should
curtail a rapid margin expansion. Even so, the evolution is positive and
management action in this respect could have a major positive impact,
alongside the lower expected inflation, compared to 2022.

Profitability metrics
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Erste Group Research — Company Update Page 11



Erste Group Research — Company Update
MedLife SA | Medical Equipment | Romania

17 May 2023

1Q23 results validate your ST forecast

We have compared our YE2023e forecasts with what was achieved by the
company during the first quarter. In all business segments our forecast is
more conservative than what the company registered YTD.

Business segments revenues 1Q22/1Q23A vs. 2023e/2022
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We consider especially the average revenue per unit to be conservative, since the
level of inflation, both in terms of company costs and general services’ inflation in
the country should warrant a more sanguine forecast. Nevertheless, we would need
to see a sustained growth in profitability over the next few quarters in order to
validate a new trend and not just a seasonal effect that was present in previous
years during the first quarter.

Business segments average revenues 1Q22/1Q23A vs. 2023e/2022
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Overall, we believe that in terms of revenues and EBITDA, our year end 2023e
figures are in line with the achievements of previous in line with the achievements of
previous years, and we consider the net income also achievable. Even if we would
be too optimistic in terms of net income, our valuation is DCF based and as the
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company promises no dividends in the foreseeable future we are not unduly
concerned about this item.
1Q vs. YE revenues (RON, 1Q vs. YE EBITDA (RON, mn.) 1201Q vs. YE net profit (RON, mn.)
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No major changes in previous valuation assumptions

We updated our DCF, and DDM valuations with the latest changes in the
model, but we did not alter significantly any of the other assumptions. We
reiterate that we find our model to be conservative, both in terms of unit
and average fee rates and in terms of cost evolutions. The assumptions of
the DCF valuation are:

- Sales growth and margin levels as per our assumptions discussed
above, sales growth in perpetuity is 5%, below inflation levels,
considering company pricing power.

- Risk free rate of 8.5% till 2027 and 4.3% in perpetuity

- Equity risk premium of 7.45% during the next five years and 7% in
perpetuity

- Debt premium of 1%

- 68% equity — at market price — of total liabilities and equity on the
Balance Sheet — a level that we consider congruent with the
characteristics of the company, at an optimum debt level

- Terminal value growth at 4%, roughly two-thirds of forecasted
inflation

- EBIT margin in perpetuity of 7.5%, lower than historical levels
during ordinary inflationary environments ( 12.3% in 2021, 10.2% in
2020) and company potential

- Organic CAPEX at levels congruent with the development plan
stated by the company- We have assumed going forward a
maintenance CAPEX yearly sum of RON100mn — in line with a
constant proportion of depreciation, and equal to depreciation in

perpetuity.

Note: this CAPEX is considered as a cost of the ongoing business.
Acquisition CAPEX has a higher return on investment and is value
accretive.
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Cash Flow (cummulative, RON, mn.)
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In our DDM valuation exercise we have assumed no dividend distribution
during the forecasted period and 100% distribution in perpetuity. As there is
no plan for dividend distribution, this remains a theoretical exercise,
however indicative of the value creation of the company
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MedLife DCF valuation
WACC calculation

2023e 2024e 2025e 2026e 2027e 2028e TV
Risk free rate 8.5% 8.5% 8.5% 8.5% 8.5% 4.3%
Equity risk premium 7.5% 7.5% 7.5% 7.5% 7.5% 7.0%
Beta 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 16.0% 16.0% 16.0% 16.0% 16.0% 11.3%
Cost of debt 9.5% 9.5% 9.5% 9.5% 9.5% 5.3%
Effective tax rate 16.0% 16.0% 16.0% 16.0% 16.0% 16.0%
After-tax cost of debt 8.0% 8.0% 8.0% 8.0% 8.0% 4.5%
Equity w eight 70% 70% 70% 70% 70% 68%
WACC 13.6% 13.6%  13.6% 13.56% 13.56% 9.11%
DCF valuation
(RON mn) 2023e 2024e 2025e 2026e 2027e 2028e TV
Sales growth 22.3% 13.5% 9.8% 10.7% 11.0% 3.0%
EBIT 138 184 204 232 384 260
EBIT margin 6.3% 7.4% 7.5% 7.7% 11.4% 7.5%
Tax rate 16.0% 16.0%  16.0% 16.0% 16.0% 16.0%
Taxes on EBIT -22.2 -29.4 -32.7 -37.2 -61.4 -41.6
NOPLAT 116.3 154.4 171.5 195.1 3224 218.3
+ Depreciation 157 176 197 219 244 268
Capital expenditures / Depreciation 63.9% 56.8% 50.8% 45.6% 41.0% 100.0%
+/- Change in w orking capital -104 58 -18 -6 97 -5
Chg. working capital / chg. Sales -26.1% 19.5% -7.4% -2.2% 29.0% -5.0%
- Capital expenditures -100.0 -100.0  -100.0 -100.0 -100.0 -268.2
Free cash flow to the firm 68.5 288.3 250.2 308.1 563.2 213.3
Terminal value growth 4.0%
Terminal value 4,342.3
Discounted free cash flow - December 31 60.3 223.6 170.9 185.3 298.2 2,210.9
Enterprise value - December 31 2022 3,149
Minorities 58
Non-operating assets 0
Net debt (incl. lease liabilities) ¥ 595
Other adjustments 0
Equity value - (RONbn) December 312  2,496.2
Cost of equity ) 11.3%
Fair value, RONmn 2,778.3
Number of shares outstanding (mn) 132.9
Fair value per share, RON 20.9
Share price 17.2
Upside/downside Official NAV (%) 21.57%
Enterprise value breakdown
Sensitivity (Equity value - RON mn)
Terminal value EBIT margin
6.5% 7.0% 7.5% 8.0% 8.5%
O 8.1% 22.27 23.85 25.42 26.99 28.56
dz;gfe > O 8.6% 2012 2152 22.92 24.32 25.72
perilod %’: 9.1% 18.38 19.65 20.9 22.17 23.44
30% 9.6% 16.96 18.11 19.26 20.41 21.56
10.1% 15.76 16.82 17.88 18.93 19.99
PV of )
terminal Terminal value growth
3.0% 3.5% 4.0% 4.5% 5.0%
8.1% 20.91 22.92 25.42 28.61 32.83
8 8.6% 19.26 20.91 22.92 25.42 28.61
< 91% 17.88 19.26 20.9 22.92 25.42
; 9.6% 16.71 17.88 19.26 20.91 22.92
10.1% 15.70 16.71 17.88 19.26 20.91

Source: Erste Group Research
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MedLife DDM valuation

WACC calculation

2023e 2024e 2025e 2026e 2027e = 2028e (TV)
Risk free rate 8.5% 8.5% 8.5% 8.5% 8.5% 4.3%
Equity risk premium 7.5% 7.5% 7.5% 7.5% 7.5% 7.0%
Beta 1.0 1.0 1.0 1.0 1.0 1.0
Cost of equity 16.0% 16.0% 16.0% 16.0% 16.0% 11.30%
DDM valuation
(RON mn) 2023e 2024e 2025e 2026e 2027e  2028e (TV)
Net profit 68.4 105.1 126.0 156.0 292.3 322
Net profit input 68.4 105.1 126.0 156.0 292.3 322
Payout ratio 0.0% 0.0% 0.0% 0.0% 0.0% 100.0%
Gross dividends flow - - - - - 322
Terminal value growth 4.0%
Terminal value 4,581
Discounted dividends - Dec 31 2022 0.0 0.0 0.0 0.0 0.0 2,826
Equity value (RONmn) - Dec 31 2022 2,825.67
Number of shares outstanding (mn) 132.9
Cost of equity 16.0%
12M target value (RON) 24.7
Current share price (RON) 17.2
Up/Downside 43.4%
Enterprise value breakdown Sensitivity
Payout ratio
99.0% 99.5% 100.0% 100.5% 101.0%
10.3% 28.3 28.4 28.6 28.7 28.9
%J 10.8% 26.2 26.3 26.5 26.6 26.7
O 11.3% 24.4 24.5 24.7 24.8 24.9
11.8% 22.8 23.0 231 23.2 233
12.3% 21.5 21.6 21.7 21.8 21.9
Terminal value growth
3.0% 3.5% 4.0% 4.5% 5.0%
w 10.3% 24.7 26.5 28.6 31.0 34.0
8 10.8% 23.1 24.7 26.5 28.6 31.0
11.3% 21.7 23.1 24.7 26.5 28.6
11.8% 20.5 21.7 23.1 24.7 26.5
Source: Erste Group Research 12.3% 19.4 20.5 21.7 23.1 24.7
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Company description

Medlife is the leading private healthcare provider in Romania, operating the widest network of clinics, medical laboratories,
mono and multidisciplinary hospitals and largest HPP client database in the country. The company operates 22 hyperclinics,
53 clinics, 10 hospitals, 13 stomatology centers, 5 maternities, a stem cell bank, 33 laboratories and more than 180
sampling points. It owns 20 pharmacies and services more than 705k HPP corporate clients.
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Disclaimer

This investment research (the "Document™) has been prepared by Erste Group Bank AG or any of its consolidated subsidiaries
(together with consolidated subsidiaries "Erste Group") independently and objectively for the purpose of providing additional
economical information about the analyzed company or companies. The Document is based on reasonable knowledge of Erste
Group's analyst in charge of producing the Document as of the date thereof and may be amended from time to time without
further notice. It only serves for the purpose of providing non-binding information and does not constitute investment advice or
investment recommendations. This Document does not constitute or form part of, and should not be construed as, an offer,
recommendation or invitation to subscribe for or purchase any securities, and neither this Document nor anything contained
herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of
a security or financial product in a trading strategy. All information, analysis and conclusions provided herein are of general
nature. This Document does not purport to provide a comprehensive overview about any investment, the potential risks and
results nor does this Document take into account any individual needs of an investor (the "Investor") in relation to proceeds, tax
aspects, risk awareness and appropriateness of the security or financial product. Therefore, this Document does not replace
any investor- and investment-related evaluation nor any comprehensive risk disclosure; any security or financial product has a
different risk level. Performance charts and example calculations do not provide any indication for future performance of the
security or the financial product. Information about past performance does not necessarily guarantee a positive development in
the future and investments in securities or financial products can be of risk and speculative nature. The weaker the Company's
credit-worthiness is, the higher the risk of an investment will be. Not every investment is suitable for every investor. Therefore,
Investors shall consult their advisors (in particular legal and tax advisors) prior to taking any investment decision to ensure that —
irrespective of information provided herein — the intended purchase of the security or financial product is appropriate for the
Investor's needs and intention, that the Investor has understood all risks and that, after due examination, the Investor has
concluded to make the investment and is in a position to bear the economical outcome of such investment. Investors are
advised to mind the client information pursuant to the Austrian Securities Supervision Act 2018. Investment research is
produced by Erste Group's division for investment research within the framework provided by applicable laws. The opinions
featured in the equity and credit research reports may vary. Investors in equities may pursue different interests compared to
those of investors on the credit side, related to the same issuer. The analyst has no authority whatsoever to make any
representation or warranty on behalf of the analyzed Company, Erste Group, or any other person. While all reasonable care has
been taken to ensure that the facts stated herein are accurate and that the forecasts, opinions and expectations contained
herein are fair and reasonable, Erste Group (including its representatives and employees) neither expressly nor tacitly makes
any guarantee as to or assumes any liability for the up-to-dateness, completeness and correctness of the content of this
Document. Neither a company of Erste Group nor any of its respective managing directors, supervisory board members,
executive board members, directors, officers or other employees shall be in any way liable for any costs, losses or damages
(including subsequent damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on this
Document. Erste Group, associated companies as well as representatives and employees may, to the extent permitted by law,
have a position in the securities of (or options, warrants or rights with respect to, or interest in the financial instruments or other
securities of) the Company. Further, Erste Group, associated companies as well as representatives and employees may offer
investment services to the Company or may take over management function in the Company. This Document has been
produced in line with Austrian law and for the territory of Austria. Forwarding this Document as well as marketing of financial
products described herein are restricted or interdicted in certain jurisdictions. This, in particular, applies to the United States,
Canada, Switzerland, Australia, Korea and Japan. In particular, neither this Document nor any copy hereof may be taken or
transmitted or distributed, directly or indirectly, into the United States or to US Persons (as defined in the U.S. Securities Act of
1933, as amended) unless applicable laws of the United States or certain federal states of the United States provide for
applicable exemptions. Any failure to comply with these restrictions may constitute a violation of the laws of any such other
jurisdiction. Persons receiving possession of this Document are obliged to inform themselves about any such restrictions and to
adhere to them. By accepting this Document, the recipient agrees to be bound by the foregoing limitations and to adhere to
applicable regulations. Further information may be provided by Erste Group upon request. This Document and information,
analysis, comments and conclusions provided herein are copyrighted material. Erste Group reserves the right to amend any
opinion and information provided herein at any time and without prior notice. Erste Group further reserves the right
not to update any information provided herein or to cease updates at all. All information provided in this Document is hon-
binding. Misprints and printing errors reserved. This document is only made to or directed at investment professionals (as that
term is defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial promotion) Order 2005 (“FPQ”)) or to
persons for whom it would otherwise be lawful to distribute it. Accordingly, persons who do not have professional experience in
matters relating to investments should not rely on this document.

If one of the clauses provided for in this disclaimer is found to be illicit, inapplicable or not enforceable, the clause has to be
treated separately from other clauses provided for in this disclaimer to the largest extent possible. In any case, the illicit,
inapplicable or not enforceable clause shall not affect the licitness, applicability or enforceability of any other clauses.
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Important Disclosures

THIS DOCUMENT MAY NOT BE TAKEN, TRANSMITTED OR DISTRIBUTED INTO THE UNITED STATES, CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN OR TO ANY U.S. PERSON OR TO ANY INDIVIDUAL OUTSIDE CANADA,
AUSTRALIA, SWITZERLAND, KOREA OR JAPAN WHO IS A RESIDENT OF THE UNITED STATES, CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN OR TO THE PRESS IN THESE COUNTRIES.

General disclosures

All recommendations given by Erste Group Research are independent, objective and are based on the latest company, industry and other general
information publicly available which Erste Group Research considers being reliable; however, we do not represent or assume any liability for the
completeness of accuracy of such information or our recommendation. The best possible care and integrity is used to avoid errors and/or misstatements.
No influence on the rating and/or target price is being exerted by either the covered company or other internal departments of Erste Group. Each research
drawn up by an analyst is reviewed by a senior research executive or agreed with a senior analyst/deputy (4-eyes-principle). Erste Group has
implemented extensive Compliance Rules on personal account dealings of analysts (please see “Conflicts of Interest”). Analysts are not allowed to
involve themselves in any paid activities with the covered companies except as disclosed otherwise. No part of their compensation was, is, or will be
directly or indirectly related to the specific recommendation(s) or views expressed by them contained in this document. Erste Group may engage in
transactions with financial instruments, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In
addition, others within Erste Group, including strategists and sales staff, may take a view that is inconsistent with that taken in this research report.

Conflicts of interest

Disclosures of potential conflicts of interest relating to Erste Group Bank AG, its affiliates or branches and its relevant representatives and employees with
respect to the issuers, financial instruments and/or securities forming the subject of this document are updated daily.

An overview of conflicts of interest for all analysed companies by Erste Group in Research is provided under the following link:
Disclosure (erstegroup.com).

Erste Group Bank AG ensures with internal policies that conflicts of interest are managed in a fair and reasonable manner. The overview on policies
regarding ,Managing Conflicts of Interest in Connection with Investment Research® is provided under the following link:
https://produkte.erstegroup.com/Retail/de/PDF/Umgang mit Interessenskonflikten/index.phtml.

The distribution of all recommendations and the distribution of recommendations in relation to which investment services have been provided is available
under the following link:
https://produkte.erstegroup.com/Retail/de/PDF/Recommendations Distribution/index.phtml.
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Erste Group rating definitions

Buy > +20% from target price
Accumulate +10% < target price < +20%
Hold 0% < target price < +10%
Reduce -10% < target price < 0%
Sell < -10% from target price

Our target prices are established by determining the fair value of stocks, taking into account additional fundamental factors and news of relevance for the
stock price (such as M&A activities, major forthcoming share deals, positive/negative share/sector sentiment, news) and refer to 12 months from now. All
recommendations are to be understood relative to our current fundamental valuation of the stock. The recommendation does not indicate any relative
performance of the stock vs. a regional or sector benchmark.

A history of all recommendations within the last 12 months is provided under the following link:
https://www.erstegroup.com/en/research/research-legal.

Explanation of valuation parameters and risk assessment

Unless otherwise stated in the text of the financial investment research, target prices in the publication are based on a discounted cash flow valuation and/or
comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this fundamental valuation is
adjusted to reflect the analyst's views on the likely course of investor sentiment. Whichever valuation method is used there is a significant risk that the target price
will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s
products. Such demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, from changes in social
values. Valuations may also be affected by changes in taxation, in exchange rates, in the capital market sentiment and in regulatory provisions. Investment in
overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, political, economic
and social conditions.

All market prices within this publication are closing prices of the previous trading day (unless otherwise mentioned within the publication).

Detailed information about the valuation and methodology of investment research by the Erste Group Bank AG is provided under the following link:
Bewertungsmethoden (erstegroup.com)

Planned frequency of updates for recommendations
Target prices for individual stocks are meant to be 12 month target prices, starting from the date of the publication. Target prices and recommendations are
reviewed usually upon release of quarterly reports, or whenever circumstances require.

Periodical publications are identified by their respective product name and indicate update frequency as such (e.g. Quarterly). Recommendations mentioned within
these publications are updated in an according frequency, unless otherwise mentioned (e.g. a 12M TP is not updated on a monthly base, even when mentioned in
summarizing monthly/quarterly product).
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Links

Erste Group may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses,
recommends or approves any material on the linked page or accessible from it. Erste Group does not accept responsibility whatsoever for any such material,

including in particular the completeness and accuracy, nor for any consequences of its use.

Additional notes to readers in the following countries:

Austria: Erste Group Bank AG is registered in the Commercial Register at Commercial Court Vienna under the number FN 33209m. Erste Group Bank AG is
authorized and regulated by the European Central Bank (ECB) (Sonnemannstrafle 20, D-60314 Frankfurt am Main, Germany) and by the Austrian
“Finanzmarktaufsichtsbehdrde” (FMA) (Otto-Wagner Platz 5, A-1090, Vienna, Austria).

Germany: Erste Group Bank AG is authorised for the conduct of investment business in Germany by the Austrian Financial Market Authority (FMA) and subject to
limited regulation by the German Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin).

United Kingdom: Erste Group Bank AG will provide its cross-border service to its UK clients under the Overseas Persons Exemption (OPE) model. This research is
only made to or directed at investment professionals (as that term is defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial promotion)
Order 2005 (“FPO”)) or to persons for whom it would otherwise be lawful to distribute it. Accordingly, persons who do not have professional experience in matters
relating to investments should not rely on this research.

Czech Republic: Ceska sporitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the “Ceska Narodni Banka” (CNB).

Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the “Hrvatska Agencija za Nadzor Financijskih Usluga” (HANFA).

Hungary: Erste Bank Hungary ZRT. and Erste Investment Befektetési Zrt. are regulated for the conduct of investment activities in Hungary by the Magyar Nemzeti
Bank” (MNB).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Komisija za hartije od vrednosti Republike Srbije (SCRS).
Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the “Autoritatea de Supraveghere Financiara” (ASF).
Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the “Komisja Nadzoru Finansowego” (KNF).

Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the “Narodna banka Slovenska” (NBS).

Switzerland: This research report does not constitute a prospectus or similar communication in connection with an offering or listing of securities as defined in
Articles 652a, 752 and 1156 of the Swiss Code of Obligation and the listing rules of the SIX Swiss Exchange.

Hong Kong: This document may only be received in Hong Kong by ‘professional investors’ within the meaning of Schedule 1 of the Securities and Futures
Ordinance (Cap.571) of Hong Kong and any rules made there under.

Great Britain: This document is only made to or directed at investment professionals (as that term is defined in Article 19(5) of the Financial Services and Markets
Act 2000 (Financial promotion) Order 2005 (“FPQ”)) or to persons for whom it would otherwise be lawful to distribute it. Accordingly, persons who do not have
professional experience in matters relating to investments should not rely on this document.

© Erste Group Bank AG 2023. All rights reserved.
Published by:

Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1

Head Office: Wien

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Homepage: www.erstegroup.com
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