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COMPANY UPDATE

MedLife SA

from Hold to Accumulate

Analyst: Caius Rapanu +4 0373 510 441 caiusroa.rapanu@bcr.ro

Share price (RON) close as of 23/11/2023 4.25 Reuters ROM.BX  Free float 59.0%
Number of shares (mn) 531.5 Bloomberg M RO  Shareholders Marcu Mihail (15.8%)
Market capitalization (RON mn / EUR mn) 2,259/ 455 Div. Ex-date 11/04/23 Cristescu Mihaela Gabriela (14.04%)
Enterprise value (RON mn / EUR mn) 3,254 / 655 Target price 4.73 Homepage: www.medlife.ro
Key figures Overview Financial Strength

RON mn 2022 2023e 2024e 2025¢ 2022 2023e 2024e 2025e
Net sales 1,795.4 2,178.4 2,486.7 2,728.7 ROE (%) 8.66 2.62 12.24 11.12
EBITDA 246.6 292.7 359.0 386.2 ROCE (%) 5.64 5.56 6.45 6.30
EBIT 94.2 111.9 142.1 142.4 Equity ratio (%) 22.40 20.02 21.51 23.09
EBT 495 15.2 76.5 77.8  Netdebt (RON mn) 797.70 994.92  1,000.80 952.18
Net profit 37.4 12.8 64.3 65.3 Gearing (%) 165.46 201.33 179.90 154.11
EPS (RON) 0.07 0.02 0.12 0.12

CEPS (RON) 0.35 0.35 0.50 052 3Q23: some improvement, hopefully the beginning of
BVPS (RON) 0.91 0.93 1.05 1.16 iti t d

Dividend/Share (RON) gpgg' |ve| rer:c Mediife sh ional

EV/EBITDA (X) 39.66 11.11 9.08 8.31 . Q results o ediite s . ow an operatlona

PIE () nm 176.49 3513 3458 |mprovement vs. the previous quar?er, however marrgd
PICE (x) 48.65 12.16 8.52 812 by financial costs that arose as a direct result of funding
Dividend yield (%) the expansion strategy. While it is too early to pencil in a
EBITDA margin (%) 13.74 13.44 14.44 1415  new operational trend, 3Q offers a degree of comfort that
Operating margin (%) 5.25 5.14 5.71 5.22 _ ; it

Net profit margin (%) > 08 050 559 530 even with some volatility — the downwards trend of the

previous two years may be on a reverse track.
Trading data & Statistics

Daily averages 5 days 30 days last year - - .

Volume 45105 112,196 155097 INcreasing flnanqlng costs are a concern, b.u§ pro—forma
Trading value (RON mn) 0.2 0.5 0.7 humbers, which include the impact of acquisitions, look
140 better than IFRS, and point to a potential improvement in

profitability during 2024, especially during 2H24.
120 W However, this exercise remains theoretical until
0 confirmed. In addition, the recent stated company

intentions of increasing existing credit limits to fund
80 further expansion seem contrary to the stated strategy of
concentrating on streamlining operations and fostering
margin appreciation and may increase even more
financial costs, with a negative impact on profitability.

60
40

20 Our main drivers remain valid, and we have no reasons
to adjust our growth estimate profile, however we will be
paying attention to the evolution of average fees going
forward to confirm ongoing company pricing power. Our
DCF target price remains unchanged, while — after the
underperformance since our last downgrade — the

Price performance 1M 3M 6M  12M current upside to target price warrants a

in RON 5.3% -11.5% -6.4%  7.0% recommendation of Accumulate vs. our previous Hold.

—MedLife —BET
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All prices are those current at the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via appropriate vendors.
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3Q2023 results: the beginning of the turnaround?

9M23 results — better y-0-y top line, higher costs

MedLife 9M23 results show a significant boost in top line, with consolidated
sales increasing by 23%. At the same time, operating expensed grew by
26%, leading to an operating profit that was 20% lower than that of 9M22,
but an EBITDA that was 10% higher compared to the same period of last
year. Net income also declined compared to the first nine months of 2022,
by 93%. Margins weakened as well, with EBITDA margin dropping from
14.9% to 13.3%, and net margin from 4.3% to 0.2%.

INCOME ST. (RON, mn.) 3023 3Q22 chng (%) 2Q23 chng (%) 3021 chng (%) 9IM23 9M22 chng (%) 9M21  chng (%)
Sales 561.2 463.6 21% 536.8 5% 365.0 54% 1,627.4 1,324.0 23% 1,042.3 56%
Other operating income 4.1 5.6 -27% 5.4 -25% 15 179% 12.9 9.9 30% 3.8 235%
Operating income 565.3 469.2 20% 542.2 4.3% 366.5 54% 1,640.3 1,333.9 23% 1,046.2 57%
Operating expenses (538.4) (442.9) 22% (519.8) 3.6% (323.6) 66% (1,563.5)  (1,238.4) 26% (900.1) 74%
Operating profit 26.9 26.3 2% 22.3 20% 42.9 -37% 76.8 95.4 -20% 146.1 -47%
EBITDA 75.8 62.4 21% 67.2 13% 68.0 11% 217.7 198.1 10% 225.3 -3%
Financial result (24.0) (11.4) 110% (22.6) 6% (10.1) 136% (61.6) (27.9) 121% (28.0) 120%
Profit before taxes 2.9 14.9 -80% 0.2 -1423% 32.8 -91% 15.2 67.6 -78% 118.1 -87%
Income tax (4.1) (3.7) 12% (3.2) 28% (5.7) -28% (11.4) (10.7) 6% (19.4) -41%
Net profit (1.2) 11.2 -111% (3.4) -65% 27.1 -104% 3.8 56.8 -93% 98.7 -96%
EBITDA margin 13.4% 13.3% 12.4% 18.6% 13.3% 14.9% 21.5%

Net margin -0.2% 2.4% -0.6% 7.4% 0.2% 4.3% 9.5%

Operating margin 4.79% 5.67% 4.16% 5% 4.72% 7.21% 14.01%

Source: Company data, Erste Group Research

Somewhat different story on a quarterly basis g-o0-q

On a quarterly basis, the picture was similar, with 3Q23 top line increasing
y-0-y by 20%, while costs grew by 22%, however resulting in a 2% increase
in operating profit, and a negative net income. EBITDA though, grew by
21%. Profitability increased only marginally, with EBITDA margin inching up
from 13.3% to 13.4%. More heartening, the negative trend of the previous
quarter was bucked on a quarterly basis. On a g-o0-q top line growth of
4.3%, operating expenses increased by only 3.6% leading to an operating
income 20% higher, and an EBITDA 13% higher. This was partially
balanced by the increase in the financial result net negative values, by 6%
g-0-q, resulting in a lower bottom line loss of RON1.2mn, compared to the
loss of RON3.4mn in 2Q23.

Proforma figures show better picture and future potential

The company issued also a pro-forma abridged income statement,
adjusted with the historical financial results of the companies acquired by
during the first nine months of the year.

This statement transposes the acquisitions as if they happened at the
begging of the year by combining the financial results for the period of the
acquired companies with those of the group and the elimination of certain
expenses included in the consolidated I/S which the companies considers
to be non-operational and/or non-recurring by nature. The Consolidated
Pro Forma PL provides a hypothetical illustration of the impact of the
transactions on the Company’s earnings. The company is trying to
illustrate the effect of the acquisitions completed in 2023 and provide an
estimate of recurring EBITDA.

Furthermore, the consolidated figures include the full amount of debt
incurred to finance the acquisitions completed as of September 30, 2023,
but no portion of the annual earnings of the acquisitions.
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Bussiness line 9M23 9M22 chng (%) Adjustm. 9M23 chng (%)
Clinics 608.2 446.2 36% (24.2) 584.1 31%
Stomatology 92.5 87.4 6% - 92.5 6%
Hospitals 353.1 274.7 29% (44.9) 308.2 12%
Laboratories 171.7 153.2 12% 3.9 175.6 15%
Corporate 189.4 163.7 16% 0.6 189.9 16%
Pharmacies 46.3 60.3 -23% - 46.3 -23%
Other 166.2 138.4 20% 0.016 166.2 20%
Total 1,627.4  1,324.0 23% (64.7) 1,562.7 18%

Source: Company data, Erste Group Research

The financial results of acquired companies, which registered total sales of
RON32mn, however when deducting the RON 97mn subsidies received at
group level (clinics and hospitals) from the National Health Program for
chemotherapy drugs the net impact is a sales increase of RON239mn vs.
9M22. The proforma expenses are also diminished by the costs related to
the National Health Program for oncology (RON97mn) and RON16.5mn
one-offs and non-recurrent costs, related to acquisitions, aborted project
costs and early-stage investments, while the costs of acquired companies
were about RON31.3mn. Under this representation, the profitability of the
group was better, with EBITDA reaching RON239mn and EBITDA margin
at 15.2%, compared to 13.3% under IFRS while net margin increased
marginally to 1.2%, compared to 0.2% under IFRS.

IFRS Proforma

INCOME ST. (RON, mn.) 9IM23 9IM22 chng (%) Adjustm. 9M23 chng (%)
Sales 1,627.4 1,324.0 23% (64.7) 1,562.7 18%
Other operating income 12.9 9.9 30% 1.0 13.9 40%
Operating income 1,640.3 1,333.9 23% (63.7) 1,576.6 18%
Operating expenses (1,563.5) (1,238.4) 26% 82.3 (1,481.2) 20%
Operating profit 76.8 95.4 -20% 18.6 95.4 0%
EBITDA 217.7 198.1 10% 21.3 239.0 21%
Financial result (61.6) (27.9) 121% (0.9) (62.5) 124%
Profit before taxes 15.2 67.6 -78% 17.7 32.9 -51%
Income tax (11.4) (10.7) 6% 2.7) (14.1) 31%
Net profit 3.8 56.8 -93% 15.0 18.8 -67%
EBITDA margin 13.3% 14.9% 15.2%

Net margin 0.2% 4.3% 1.2%

Operating margin 4.7% 7.2% 6.1%

Source: Company data, Erste Group Research

Top line growth across the board

Under IFRS and pro-forma All business segments registered significant
growth in revenues during the first nine months of the year with the
exception of 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 more than
36% compared to 9M22, while hospitals' revenues increased by 28.5%,
stomatology by 6%, laboratories by 12% and corporates by 16%.
Pharmacies revenues declined by about 23%.

Rev. (RON, mn) Units ('000) Avg. fees (RON)

Bussiness line 9M23 ImM22 chng (%) ImM23 9M22 chng (%) 9M23 9M22  chng (%)
Clinics 608.2 446.2 36.3% 2,837.3 2,203.4 28.8% 214.4 202.5 5.9%
Stomatology 92,5 87.4 5.8% 138.2 138.2 -0.1% 669.6 632.4 5.9%
Hospitals 353.1 274.7 28.5% 103.0 86.9 18.5% 3,429.9 3,162.3 8.5%
Laboratories 171.7 153.2 12.1% 5,463.9 4,904.2 11.4% 314 31.2 0.6%
Corporate 189.4 163.7 15.7% 867.3 784.9 10.5% 218 208.6 4.7%
Pharmacies 46.3 60.3 -23.2% 346.5 465.5 -25.6% 133.6 129.5 3.1%
Other 166.2 138.4 20.0%

Total 1,627.4 1,324.0 22.9%

Source: Company data, Erste Group Research

Generally, the clinics remained the largest contributor of the group, with

more than 37% share of total revenues, while hospitals remained at around

22%. Laboratories and corporate revenues accounted for more or less the
same share of total revenues of about 11-12%.
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Source: Company data, Erste Group Research
Higher unit hikes in largest contributor segments...
Over the first half of the year the largest number of client visits were
recorded in the clinics segment, 29%, as a result of acquisitions and
organic growth. In the hospitals segment, the increase was 19%, under the
consolidation of acquisitions. Stomatology visits remained flat while
corporate subscriptions grew by about 11%. Laboratories saw a increase in
client numbers by 11%, while pharmacy visits actually declined — by 26%.
... while 9M23 prices show growth, but slower compared to previous
years
On a half year basis, the average fees increased across the board, in all
business segments. The lowest increase among main contributors, 0.6%
was recorded in the laboratories segment, where the market sees a
harsher competition and it is shallower. In the clinics and stomatology
segments, the average fee growth was about 6%, while in hospitals the
average fees increased more, by about 8.5%. The oncology acquisitions
brought about both higher number of visits and higher prices. In corporates
segment, fees grew - by 5%, in pharmacies by 3% while in laboratories
remained largely flat.
Rev. (RON, mn) Units ('000) Avg. fees (RON)
Bussiness line 3Q23 3Q22 chng (%) 3Q23 3Q22 chng (%) 3Q23 3022 chng (%)
Clinics 210.9 157.6 33.9%  989.3 813.9 21.6%  213.2 193.6 10.1%
Stomatology 30.3 313 -3.2% 47.1 46.2 1.8%  644.1 677.5 -4.9%
Hospitals 123.0 94.3 30.4% 355 29.7 19.5% 3,469.8  3,178.6 9.2%
Laboratories 58.5 46.0 27.3% 1,898.6 1,417.5 33.9% 30.8 325 -5.0%
Corporate 68.4 55.9 22.3% 867.3 784.9 10.5% 79 71.2 10.7%
Pharmacies 14.0 25.0 -44.0%  114.2 186.3 -38.7% 1225 134.1 -8.7%
Other 56.2 53.4 5.1%
Total 561.3 463.6 21.1%

Source: Company data, Erste Group Research

Quarterly dynamics: a less promising pricing trend, especially q-o-q
On a quarterly basis, the nine-month trend appears similar with high growth
in clinics, hospitals, laboratories and corporate revenues, with declines in
stomatology and pharmacies. In terms of units, y-o-y, there was
considerable growth in clinics and hospitals, a jump in laboratories and
lower growth in corporates, flat in stomatology and a decline in pharmacies.
Average fees grew in clinics, hospitals and corporates, while declining in
other segments.
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- Rev. (RON, mn) Units ('000) Avg. fees (RON)
Bussiness line 3Q23 2Q23 chng (%) 3Q23 2Q23 chng (%) 3Q23 2Q23 chng (%)
Clinics 210.9 198.0 6.5% 989.3 984.3 0.5% 213.2 201.2 6.0%
Stomatology 30.3 29.9 1.4% 47.1 44.4 6.0% 644.1 673.4 -4.4%
Hospitals 123.0 121.8 1.0% 35.5 34.2 3.7% 3,469.8 3,561.4 -2.6%
Laboratories 58.5 56.0 45% 1,898.6 1,712.0 10.9% 30.8 32.7 -5.7%
Corporate 68.4 63.0 8.5% 867.3 850.3 2.0% 78.8 74.1 6.4%
Pharmacies 14.0 13.8 1.4% 114.2 108.0 5.8% 122.5 127.8 -4.2%
Other 56.2 54.0 4.0%
Total 561.3 536.5 4.6%

Source: Company data, Erste Group Research

Segment dynamics (revenues, 3Q17 = 100%)
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Source: Company data, Erste Group Research

On a quarterly basis, vs. 2Q23, revenues grew mostly in clinics, on the
back of largely flat unit growth but a average fee increase in line with
inflation. The growth in units in the other segments has been more
substantial, especially in the case of laboratories, however average fees
have actually declined slightly compared to previous quarter, with the
exception of corporate fees which also grew in line with inflation.

3855 Segment dynamics (units, 3Q17 = 100%)
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Revenues and units CAGRs remain solid...

On a quarterly basis, revenue wise, the largest contributors to top line
remained top growth performers, mainly on the back of acquisitions, and
somewhat on organic growth. Thus, the clinics segment is showing an
impressive 31% 7-year revenue CAGR, on the back of a 21% unit CAGR.
At the same time, the hospitals segment also registered a 28% 7-yr
revenue CAGR, fuelled by a 16% unit growth. Stomatology, came in third
with a 21% 7-year revenue CAGR, on the back of 12% unit growth.

Segment dynamics (average fees, 3Q17 = 100%)
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Source: Company data, Erste Group Research

... while prices are showing more moderate growth

Price-wise, the clinics segment has grown moderately, but considerably
higher than inflation, with a 7% 7-year CAGR, while hospitals, fuelled by
higher complexity treatments grew by about 10% over the same period.
Stomatology and laboratories CAGR over the same period was in the
medium and high teens while corporate and pharma grew marginally if at
all. In the case of pharma, the high growth of the pandemic years is not
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computed under this analysis, as only beginning and end periods are
considered.

Higher y-o-y operating costs...

On a 9 months basis, operating costs grew by 26%, on a 23% increase in
total revenues. Large increases were recorded in personnel related
expenses, with wages and social costs growing 25% and third party costs
increasing by 34%, on the back of the inflationary upward pressure on
wages and benefits. Consumables and commodities grew overall at 17%,
with higher increases in chemotherapy drugs consumables, balanced by a
decrease in commodities. Marketing expenses also registered a hike, in
line with the strategy of consolidate and increase brand value. Depreciation
also grew considerably as a result of the consolidation of the new
companies and the increase in own developed projects. Out of the total y-
0-y growth, third party expenses accounted for a more than third of total
operating costs, with wages and social costs accounting for a quarter and
consumables and commodities 20% of the increase.

9M23 % of
% of total rev. y-0-y cost

Opex breakdown (RON,mn.) 9M23 9IM22 chng (%) IM21 chng (%) 9M23 9M22 omM21 incr
Wages & social 416.98 333.73 24.9% 252.9 64.9% 25.4% 25.0% 24.2% 26%
Third party 456.5 339.9 34.3% 278.7 63.8% 27.8% 25.5% 26.6% 36%
Consum.& commod. 442.33 378.21 17.0% 233.58 89.4% 27.0% 28.4% 22.3% 20%
Rent, utilit, maint, ins. 52.89 45.34 16.7% 31.48 68.0% 3.2% 3.4% 3.0% 2%
Promotion, comm. 31.7 23.3 36.2% 12.2 161.2% 1.9% 1.7% 1.2% 3%
Depreciation 140.9 102.7 37.3% 79.2 77.8% 8.6% 7.7% 7.6% 12%
Other 22.3 15.3 45.0% 12.0 85.4% 1.4% 1.2% 1.1% 2%
Total 1563.6 1238.4" 26.3% 900.0 73.7% 95.3% 92.8% 86.0% 100.0%
Labor costs 873.4 673.6 29.7% 531.6 " 64.3% 53.2% 50.5% 50.8%

Source: Company data, Erste Group Research

... but a tapering g-0-q

While on a y-0-y basis, the 3Q23 expenses paint a similar picture
compared to 9M23, on a g-0-q basis, the company has registered a
tapering of the rate of cost growth. Thus, the main cost items appreciated
less than in previous quarter, with personnel related costs growing 4%,
third party costs by 6% and consumables and commodities costs by about
6%. This development is indicative of the efforts of management to
streamline operations and create a solid operational base for margin
consolidation going forward. Compared to the previous quarter, the third
party expenses increased as a percentage of sales, on the back of the
integration of the new businesses.

3Q23 % of
% of total rev. y-0-y cost

Opex breakdown (RON,mn.) 3023 3Q22 chng (%) 2Q23 chng (%) 3021 chng (%) 3023 3Q22 2023 3021 incr
Wages & social 145.68 121.13 20.3% 140.55 3.6% 87.97 65.6% 25.8% 25.8%  25.9% 24.0% 26%
Third party 158.86 115.76 37.2% 149.88 6.0% 94.87 67.5% 28.1% 24.7% 27.6% 25.9% 45%
Consum.& commod. 152.03 139.51 9.0% 143.17 6.2% 93.21 63.1% 26.9% 29.7%  26.4% 25.4% 13%
Rent, utilit, maint, ins. 17.29 15.74 9.8% 18.76 -7.8% 11.63 48.7% 3.1% 3.4% 3.5% 3.2% 2%
Promotion, comm. 10.14 9.4 7.9% 12.15 -16.5% 4.95  104.8% 1.8% 2.0% 2.2% 1.4% 1%
Depreciation 48.9 36.15 35.3% 44.85 9.0% 26.48 84.7% 8.7% 7.7% 8.3% 7.2% 13%
Other 5.55 5.24 5.9% 10.57 -47.5% 4.4 26.1% 1.0% 1.1% 1.9% 1.2% 0%
Total 538.5 442.97 21.6% 519.97 3.6% 323.5 66.4% 95.2% 94.4%  95.9% 88.3% 100.0%
Labor costs 304.5 236.9 7 28.6% 290.4 7 4.9% 18287  66.6% 53.9% 50.5%  53.6% 49.9%

Source: Company data, Erste Group Research
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Margins inch up

Notwithstanding our hopes that the fourth quarter of 2022 might have
represented the turnaround point for company profitability, the net margin
sunk again in red during 2Q23, but showed a marginal improvement in the
last quarter. Most probably, on a pro-forma basis, the picture looks
somewhat better, however the IFRS figures show a loss for the quarter,
however a profitability gain compared to 2Q23.

Quarterly margin evolution
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Source: Company data, Erste Group Research

The g-o0-q slightly better profitability came entirely on the back of the 20%
higher operating profit, that was partially balanced by the increase in the
net negative financial result that increased by 110% y-o-y and 6% g-0-q.

Growing net debt, and financing costs

Net debt increased quite substantially, with gearing at an all-time high on
the back of the acquisitions of last year. The increase compared to last
year is significant, generating financial costs more than 2x those of 9M22,
that contributed to the decline in profitability. This is concerning even if it is
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still manageable for a company with the cash generating power of MedLife
and its growth prospects. Worth noting, that while 9M23 EBITDA according
to IFRS grew y-0-y by 10%, on a pro-forma basis the growth is double, and
that would — in theory — bring 2023e EV/EBITDA to a level below that of the
previous year.

(Note: in our net debt calculations, we have included leasing obligations
and overdraft.)

(RON, mn.) EOP 2016 2017 2018 2019 2020 2021 2022 1Q23e*** 2Q23e*** 3Q23e***
Cash and equivalents 20.7 79.2 34.2 38.9 820 136.0 89.1 118.3 109.6 121.3
Current port. of debt* 27.4 418 63.0 1032 1147 136.6 160.6 154.2 166.7 196.7
LT debt* 2131 2529 3135 4786 5618 5905 1,0285 11413 12190 1,2885
Net debt 2199 2155 3424 5429 5946 5911 1,100.0 1,177.2 1,276.1 1,363.9
Net debt/EBITDA** (x) 3.95 2.77 3.59 3.67 2.80 2.07 4.46 4.02 4.36 4.66

* - includes leasing and overdraft **- yearly EBITDA *** 2023e EBITDA
Source: Company data, Erste Group Research

Finalizations of transactions and a new opening During 9M23, 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 by the
end of the year.

The company completed two M&A transactions in the lower-end Sfanta
Maria Group in Craiova (Sfantul llie Polyclinic) and Cluj (Union Medical
Group). In September the group acquired a 56% stake in Brol Medical
Center in Timisoara, a plastic surgery clinic. MedLife also opened in
January a new hyperclinic in Deva, in the west of the country. The
company opened 2 new oncology centers in Braila and Valcea counties.

Looking ahead: evolving in the consolidation phase

Company stated focus ahead on growth and consolidation
According to management, the inauguration of Nord Hospital will happen
before the end of the year. During 2024, management plans to complete
the investments started in MedLife Medical Park, Medici's Hospital in
Timisoara and a new medical unit in Craiova. The development strategy
includes a continuation of the gradual shift from prevention services to
hospital and oncology services. The group expects a strong performance
and consolidation of oncology and hospital divisions and one of the main
focuses of management is on optimizing operational flows and company
structure, with 3 merger projects till year end. A much needed strategic
direction will be tackled by focusing on consolidating profitability margins
and forging a platform for growth based on the contributions of early-stage
investments and projects.

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, growing market, with ample upside potential for
Government and private spending, with ongoing consolidation
activity.
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- Solid demand, on the back of a general health state of the
population and growing spending power

- 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 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 3Q23 and will
monitor if they become a trend or remain just a seasonal accident.

At the same time, we recognize the impact of the financing of acquisitions
on the profitability of the company. With growing debt and gearing, the
financing costs have taken a toll on profitability and are an item that will
remain significant for the medium term.

... however, some new questions arise

One of the main drivers for our stance on the company has always been
the pricing power. That arose from the combination of a growing potential
pool of clients, on the back of growing prosperity and lack of alternative
services. Case in point, over the last seven years, the average fees in the
main revenue contributors have grown steadily, above the rate of inflation.
Nevertheless, we have noticed a tapering of average fee growth over the
last quarter, in the business segments that grew in number of units, while
growth in average fees was accompanied by flat unit growth.

This makes us more sensitive to testing our previous assumption regarding
pricing power and the increasing depth of the market. Inflation and
economic uncertainty may have made the customer pool grow less than
expected and this may result in potential higher competition from other
medical services companies, leading to stagnant fees. This issue is
certainly worth monitoring; however, it is far to early to modify our previous,
admittedly already conservative assumptions.

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, as we mention above, the plans of
the company include merging some of the current assets in order to
promote more efficient management and cost structures.
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... or not?

Very recently, the board proposed an Eur50mn increase of credit limits in
order to fund further M&A activity. This raises concerns that the stated
focus on streamlining existing operations and margin appreciation may be
diluted by a continuation of the acquisition sprees of the last years. We
acknowledge the potential attractiveness of possible acquisition targets,
however — while the expansion policy of the company is demonstrated — we
would welcome a clearer evidence of profitability increase and margin
appreciation.

Adjustments to the model, and to target price

We had to incorporate in our valuation model the new base for growth
arising from the latest results of the first nine months of the year. Currently
we do not see any impairment to the company’s growth potential, and we
are only concerned about the possibility of cost evolution. Management can
only exert a certain degree of control over external influences that fuel cost
growth. Moreover, with inflation tapering, customer perception on future
attempts to price increases may determine migration to competitors — albeit
the quality/price balance is consistent across the main private service
providers in the country.

Thus, we adjust marginally downwards our profit target for the year and
rebase subsequent figures, while maintaining drivers as per our previous
model. We are expecting a more thorough revision of our forecasts and
view on the company after the fourth quarter results and the confirmation of
the management’s indication of a pending profitability turnaround. Most
probably though, a clearer indication of the impact of streamlining recent
acquisitions, and better gearing should come in the mid 2024 and second
half of the hear.

Note: in our model we only forecast existing businesses, we only account
for minimal M&A Capex going forward, and do not account for major
acquisitions needing additional debt. These are performed on an
opportunistic basis and are not part of our financial forecasts. Thus, along
the company’s M&A path, it may incur additional debt and financing costs,
while immediate margin impact may be negative, during the initial stages of
integrating acquisitions within the group.

9M23 results validate our ST forecast - mostly

We have compared our revised YE2023e forecasts with what was achieved
by the company during the first nine. In all business segments our forecast
is more conservative than what the company registered YTD, with the
exception of stomatology and laboratories, however overall our y-o-y total
revenue growth is more than 2% below what was achieved during 9M23.
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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. In terms of net income, while on a relative basis net income
appears less achievable, in absolute terms it would mean a 4Q23 profit of
RON9mn, vastly inferior to those of the fourth quarter of 2020 and 2021. Even if we
would be too optimistic in terms of net income, our valuation is DCF based and as
the company promises no dividends in the foreseeable future we are not unduly
concerned about this item.

9Myvs. YE EBITDA (RON, mn.)
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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. It only
serves for the purpose of providing non-binding information and does not constitute investment advice or marketing
communication . 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 financial or connected financial instrument, 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 financial or connected financial instrument in a trading strategy. The document is also not a prospectus in the
sense of the Prospectus Regulation, the Austrian Capital Market Act 2019 or comparable legal provisions. 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 financial instrument
or connected financial instruments. Therefore, this Document does not replace any investor- and investment-related evaluation
nor any comprehensive risk disclosure; any financial instrument has a different risk level. Performance charts and example
calculations do not provide any indication for future performance of a financial instrument resp. connected financial instruments.
Information about past performance does not necessarily guarantee a positive development in the future and investments in
financial instruments incl. connected financial instruments can be of risk and speculative nature. All projections, forecasts and
price targets are clearly and prominently labelled as such, and the material assumptions made in producing or using them are
indicated. Forecasts of future developments are based purely on estimates and assumptions. Actual future developments may
differ from the forecast. Forecasts are therefore not a reliable indicator of future results and developments. 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.
Neither this document nor any of its components form the basis of any contract or commitment whatsoever. 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 — an intended transaction of a financial or connected financial instrument 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 referred, for instance, to the suitability test according to the Austrian Securities Supervision Act 2018 and are
advised to mind the client information pursuant to the Austrian Securities Supervision Act 2018. The performance of an
investment is reduced by commissions, fees and other charges that depend on the individual circumstances of the investor. As
a result of currency fluctuations, the investment result may increase or decrease. Investment research is produced by Erste
Group 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 resp. issuer, Erste Group, one of its companies, or any other person. Care is taken, that all substantially material
sources of information are clearly and prominently indicated. 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. Facts are clearly distinguished in
the document from interpretations, estimates, opinions, and other types of non-factual information. Neither 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 as well as representatives and employees principally may, to the extent permitted by law, have a position in stated
financial instruments resp. connected financial instruments and may provide trading support or otherwise engage in transactions
involving these financial instruments and/or connected financial instruments. Further, Erste Group as well as representatives
and employees may principally offer investment banking services or advice to, or may take over management function in a
company or issuer referred to in this Document. 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 instruments resp. connected financial instruments
described herein are restricted or interdicted in certain jurisdictions. This, inter alia, 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. The document may not be reproduced or redistributed to other persons without the consent of Erste Group. 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. Misprints and printing errors reserved.

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,
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inapplicable or not enforceable clause shall not affect the licitness, applicability or enforceability of any other clauses.

Important Disclosures

THIS DOCUMENT MAY NOT BE BROUGHT INTO THE UNITED STATES OF AMERICA, CANADA, SWITZERLAND,
AUSTRALIA, KOREA OR JAPAN, TO ANY PERSON WHO IS A CITIZEN OF THOSE STATES, OR SENT OR DISTRIBUTED
TO ANY MEDIA IN ANY OF THOSE STATES.

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, Erste Group does not represent or assume any liability for
the completeness of accuracy of such information or its 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

Erste Group Bank AG ensures with internal policies that conflicts of interest are managed in a fair and reasonable manner. The policy ,Managing Conflict
of Interest in Connection with Investment Research” is provided under the following link:
https://www.erstegroup.com/content/dam/at/eh/www _erstegroup com/en/research/documents/legal/Managing Conflicts of Interest -

Umgang mit IK.pdf

Disclosures of potential conflicts of interest relating to Erste Group Bank AG and affiliated companies as well as relevant employees and representatives
with respect to the issuer(s) resp. financial instruments are updated daily. An overview of conflicts of interest for all analysed companies by Erste Group
Research is provided under the following link:

Disclosure | Erste Group Bank AG.

.If this financial analysis is sponsored research by the company or the issuer, this is disclosed as conflict of interest point number 4. If this financial
analysis is sponsored research financed by third parties, this is disclosed as conflict of interest point number 5. In principle, analysts are prohibited from
holding stocks in shares they analyse. Nevertheless, should the exceptional case arise that an analyst and/or another natural person involved in the
production of the financial analysis holds a position in the issued share capital of the issuer to which the financial analysis refers, this is disclosed via
conflict of interest point number 8.

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://www.erstegroup.com/content/dam/at/eh/www _erstegroup com/en/research/documents/legal/Recommendations Distribution.pdf
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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:
Research Disclaimer | Erste Group Bank AG

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:
https://www.erstegroup.com/content/dam/at/eh/www_erstegroup com/en/research/documents/legal/Bewertungsmethoden and Valuations.pdf

Planned frequency of updates
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).

If a recommendation change has been made in this publication, please see the following link for a detailed overview of the previous recommendation(s):
https://www.erstegroup.com/en/research/research-legal
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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) (Sonnemannstra3e 22, D-60314 Frankfurt am Main, Germany) and by the Austrian
Financial Market Authority (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 Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin).

United Kingdom (UK): Erste Group Bank AG is regulated for the conduct of investment business in the UK by the Financial Conduct Authority and the
Prudential Regulation Authority. This document is directed exclusively to eligible counterparties and professional clients. It is not directed to retail clients.
No persons other than an eligible counterparty or a professional client should read or rely on any information in this document. Erste Group Bank AG
does not deal for or advise or otherwise offer any investment services to retail clients.

Czech Republic: Ceska spofitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the Czech National Bank (CNB).

Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the Croatian Financial Services Supervisory Agency
(HANFA).

Hungary: Erste Bank Hungary ZRT. And Erste Investment Hungary Ltd. Are regulated for the conduct of investment activities in Hungary by the
Hungarian Financial Supervisory Authority (PSZAF).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Securities Commission of the Republic of Serbia
(SCRS).

Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the Romanian National Securities Commission
(CNVM).

Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the Polish Financial Supervision Authority (PFSA).
Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the National Bank of Slovakia (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 SWX 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.

© Erste Group Bank AG 2023. All rights reserved.
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1100 Vienna, Austria, Am Belvedere 1
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