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BUY

USD 5.4 /7 EUR 3.6

Concorde Capital hosted a conference call with Darnitsa CEO Gleb
Zagoriy and Corporate Finance Head Mykhaylo Chupryna on November
3. See below for our notes from the call:
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The Ukrainian pharmaceuticals market in hryvnyas increased 15% over
9MO09, but dropped 16% in volume terms. The market structure in money
terms (imports vs. domestic products) remained unchanged (74%/26%).
In volume terms, the share of domestic producers increased 4 pp to 69%
and the company expects this trend to continue in coming years

Darnitsa is targeting 2009 sales of USD 71 min (management accounts)

In 2010, the company is planning to increase sales 30%-32% to USD 92—
94 min and to keep its EBITDA margin at 52-55%

The company's management expects its share of export sales to grow
from 13% to 15% in 2010 and more in coming years after signing new
agreements with Uzbek and Russian distributors. Darnitsa also plans to
open an office in Syria and in other Middle Eastern countries

The management expects demand for anti-flu and related drugs
stimulated by the recent epidemic to last another two months (November
and December), with a gradual decrease in the following 2-3 months to
pre-epidemic levels. In mid-term, they expect Ukrainians to take better
care of their health and consume more medicines, especially from
domestic producers. Ukrainian medicines are cheaper and of roughly
equivalent quality

The company produces nearly ten anti-flu and related preparations, which
typically account for ~10% in overall sales. Additional sales related to the
recent flu and pneumonia outbreak should amount to USD 2.5-3.0 min in
2009 (4%-5% of total annual sales) and USD 1-2 min in 2010

Darnitsa shed some light on its M&A activity: the company is currently
holding negotiations to acquire small and medium-sized local players in
regions and one company in Kyiv region, which confirms our previous
expectations

Zagoriy told us that the company plans to hold a site visit for investors;
the company will provide more details in due course

Stock performance vs. PFTS Index
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Key financials & multiples, USD min
Revenue EBITD.A Net margin EV/S EV/EBITDA P/E
margin
2009E 77.0 47% 41% 1.73 3.69 4.54
2010E 92.4 45% 38% 1.44 3.21 4.09
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Peer valuation

MCap, EV/EBITDA P/E

USD min 2009E 2010E 2009E 2010E
I
KRKA 3768.4 6.66 6.43 14.57 13.38
RICHTER GEDEON NYRT. 4133.5 n/a n/a 16.48 15.17
PHARMSTANDARD-CLS 1880.2 7.93 6.81 12.53 10.50
EGIS PLC 805.2 10.31 10.17 9.12 9.27
RANBAXY LABORATORIES LTD 3562.0 n/a n/a 618.84 31.44
ZHEJIANG HISOAR PHARM -A 216.3 n/a n/a 32.42 22.54
SANOFI-AVENTIS 96216.2 5.44 5.50 7.85 7.90
STADA ARZNEIMITTEL AG 1642.8 4.72 4.38 11.88 10.76
HIKMA PHARMACEUTICALS PLC 1492.9 n/a n/a 19.35 15.65
TEVA PHARMACEUTICAL IND LTD 46308.7 11.23 8.86 15.31 11.42
MYLAN INC 5096.0 4.02 3.64 9.06 7.68
KING PHARMACEUTICALS INC 2545.9 3.22 3.46 10.76 10.76
ONO PHARMACEUTICAL CO LTD 5759.2 12.43 12.72 18.41 18.76
SHIONOGI & CO LTD 7768.0 9.05 7.38 19.70 15.19
TOWA PHARMACEUTICAL CO LTD 865.6 8.82 7.80 17.13 14.78
SAWAI PHARMACEUTICAL CO LTD 929.8 n/a n/a 23.42 18.39
PHARMACY CHAIN 36,6-CLS 114.0 1.12 0.74 n/m n/m
PHARMSTANDARD-REG S GDR 2839.0 12.74 10.15 18.85 14.38
VEROPHARM-CLS 260.0 148.96 113.69 8.44 6.17
ABBOTT LABORATORIES 77960.4 10.25 9.43 13.31 12.18
GLAXOSMITHKLINE PLC 104230.5 8.02 7.89 10.57 10.45
PFIZER INC 136516.8 7.17 5.76 9.85 8.25
ROCHE HOLDING AG-BR 136172.7 8.32 7.62 14.37 12.14
CVS CAREMARK CORP 51133.7 6.39 5.84 13.42 12.18
RICHTER GEDEON NYRT. 4133.5 11.09 10.64 16.48 15.17
WALGREEN CO 38010.5 7.84 6.87 16.33 13.99
Median 8.02 7.38 14.47 12.18
Nord Star 143.4 3.69 3.21 4.54 4.09
Price, USD
implied by peer median 5.41 5.70 8.22 7.70
Upside/Downside 109% 121% 219% 198%

Source: Company data; Bloomberg
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Disclaimer

THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR
INFORMATIONAL PURPOSES ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT,
INVESTORS SHOULD BE AWARE THAT CONCORDE CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT.

THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE.
THIS DOCUMENT DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS
CONFIDENTIAL TO CLIENTS OF CONCORDE CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.

CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED
TO HEREIN, AND MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A
MARKET-MAKER IN THE SECURITIES DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES PRINCIPALLY RESPONSIBLE
FOR THE PREPARATION OF THIS REPORT RECEIVE COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK,
STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND INVESTMENT BANKING REVENUES.

PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL
INSTRUMENTS SUCH AS DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK.

DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE
DO NOT PURPORT THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY
OPINIONS EXPRESSED HEREIN ARE STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE.
REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART WITHOUT PRIOR PERMISSION IS PROHIBITED.

NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S.
PERSON (WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED
NUMBER OF “QUALIFIED INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.

THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL
SERVICES AND MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND
MARKETS ACT 2000 (FINANCIAL PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA.
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