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H1-21 RESULTS RELEASE

Significant sales g h coupled with margin improvement

Friulchem reported 2021 interim results showing a good recovery in the Vet
business unit coupled with a stable performance of the Human division. The
sharp increase in profitability was mainly due to the rising sales of veterinary
products, historically more profitable than generic drugs for human beings.
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productive plant in Magny-En-Vexin for a six-month period (as from Jul-21). Consequently,
we left our estimates unchanged. Moreover, we have updated our DCF model by bringing
the free risk rate up to date, which has remained broadly stable since our Initiation of
Coverage. Thus, we confirmed our DCF-based PT of € 1.80/s, 45.7% upside to current price
levels. Buy recommendation reiterated.

Sales grew organically by 25.9% YoY, driven by the Vet business unit

H1-21 revenues grew organically by 25.9% YoY to € 9.4m, as a result of increasing sales in
the Vet business unit while the Human division reported almost steady turnover. The VoP
was € 9.6m, up by 12.5% YoY. The Vet BU rose 59.5% YoY to € 5.4m, thanks to increasing
orders from the group’s long-standing clients after a 2020 affected by a few logistics
inefficiencies due to the Covid-19 pandemic. The Human BU totalled € 4.0m, broadly in line
with H1-20, as a result of increasing sales of generic drugs based on Friulchem’s dossiers
almost entirely counterbalanced by declining sales of marketed products.

EBITDA rose more than proportionately to top line. NFP at € 1.9m (debt)

EBITDA reached € 0.5m, 4.9% margin, rising more than proportionately to revenues thanks
to 1) the increasing turnover in the Vet business unit, more profitable than the Human
division and 2) the growing sales of generic drugs based on Friulchem’s dossiers,
characterised by higher profitability compared to marketed products. EBIT totalled € 0.1m vs
€ -0.4m in H1-20, after D&A broadly in line with H1-20. Net Profit was negative for € 0.05m
after net financial charges of € 131k (vs € 36k in H1-20), on the back of the full repayment of
the medium-/long-term mortgage payments (in H1-20 the company asked for a moratorium
because of the Covid-19 pandemic). Net Financial Position was negative for € 1.9m (debt).
The increase compared to € 1.1m at end-20 was due to 1) the purchase of FC France SAS
shares for € 0.35m leading up to the acquisition of Virbac’s plant in France and 2) a NWC
increase to the tune of € 0.45m as a result of the rise in inventory.

A highly specialised B2B player in the veterinary sector
Friulchem is a vertically-integrated CDMO able to run tailor-made solutions across a wide
range of product categories via several kinds of delivery forms. Thanks to its strong R&D
effort and ability to manage several different drug delivery forms, the group aims to
consolidate its competitive positioning in the reference market, proposing itself as the
reference partner for veterinary pharmaceutical companies.

Frivlchem, key financials and ratios

€m 2019 2020 2021e 2022e 2023e
Value of Production 16.7 17.7 22.6 28.6 30.8
EBITDA 1.3 0.6 1.5 2.0 2.6
EBITDA Adjusted 1.3 1.0 1.5 2.0 2.6
EBIT 0.3 (0.3) 0.3 0.8 1.4
Net Profit 0.1 (0.3) 0.0 0.3 0.7
Net Profit Adjusted 0.1 (0.3) 0.0 0.3 0.7
NFP (cash)/debt (1.m 1.1 3.2 29 2.3
EBITDA adj. margin 8.5% 5.9% 6.7% 7.1% 8.3%
EBIT margin 2.2% -1.9% 1.2% 2.9% 4.4%
EPS stated FD € 0.01 (0.04) 0.00 0.04 0.09
EPS growth - n.m. 102.7% nm. 105.3%
ROCE 2.3% Neg. 1.6% 4.5% 7.1%
NWC/Sales 11.4% 6.9% 10.9% 11.0% 11.2%
Free Cash Flow Yield -7.5% -22.5% -28.7% 0.5% 5.5%
PER x n.m. Neg. n.m. 28.7 14.0
EV/Sales x 0.81 0.65 0.58 0.45 0.40
EV/EBITDA x 9.5 11.0 8.7 6.3 4.8
EV/EBIT x 37.1 Neg. 47.5 15.6 9.0
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The Company at a Glance

Originating in 1996, today Frivlchem is a vertically-integrated R&D-oriented Contract Development and Manufacturing
Organisation (CDMO). It is an ‘Innovative SME' operating in the pharmaceutical and nutraceutical market, serving both the
veterinary and the human sector. The group provides global big pharma firms with finished and semi-finished products, including
Active Pharmaceutical Ingredients (APIs), drugs and food supplements. Friulchem is specialised in delivering drugs for the
veterinary sector and developing dossiers of generic drugs for human beings.

The 'Vet' business unit develops and produces both nutraceutical and pharmaceutical finished and semi-finished veterinary
products, through different technologies, such as atomisation, micronisation, granulation and mixing. Friulchem’s plants have
been compliant with the European Good Manufacturing Standards since 2007.

The ‘Human' business unit is dedicated to the R&D of generic drugs based on formulations with a high degree of development
and production complexity. Friulchem is the owner of the formulations while the production is outsourced to selected partners.
Furthermore, the group has developed a product line dedicated to cosmeceutical with large growth potential, mainly in Asia.

Today Friulchem operatfes two specialised manufacturing plants, one in Vivaro (Pordenone), in hard-working, creative, north
eastern Italy, and the other one in Magny-En-Vexin (France). Its headquarters are in Milan. The company reported an 8.4%
organic sales CAGRos20 mainly thanks fo continuous product innovation leading to an increased share of wallet with pharma
corporations coupled with a higher number of clients.

FY-20 figures show total revenues of € 17.7m, adjusted EBITDA of € 1.0m, 3.6% margin and Net Loss of € 0.3m. Net Financial Position
was € 1.1m, corresponding to 1.0x NFP/EBITDA ad].

2020 Revenues breakdown by geography... ... and by business unit

Italy
3%

Shareholder structure Top line evolution
#m o

Evultis SA 3.10 38.8%

Friulia SpA 1.90 23.8%

Fiduciaria Bernasconi SA 0.50 6.3%

Free Float 2.50 31.2%

Total 8.00 100.0%
Source: Company data

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
m Value of Production
Peer group multiples table
Price & EV multiples x Sales FY1 Sales FY2 EBITDA FY1 EBITDA FY2 EBIT FY1 EBIT FY2 PER FY1 PER FY2
Dechra Pharmaceuticals PLC 8.22 7.47 28.7 25.9 31.5 29.8 43.0 39.5
ECO Animal Health Group PLC 2.35 2.10 13.5 11.0 13.8 10.9 32.3 24.4
Elanco Animal Health Inc 4.47 4.21 18.6 16.2 23.8 20.4 32.1 25.2
Merck & Co Inc 4.35 3.83 10.7 8.8 12.2 10.1 13.3 11.4
Shedir Pharma SpA n.a. 0.96 n.a. 4.7 n.a. 6.7 14.1 11.2
Vetoquinol SA 3.1 2.88 14.4 13.8 20.5 19.5 29.0 28.7
Virbac SA 2.97 2.75 15.6 14.7 20.2 19.1 31.6 30.1
Zoetis Inc 12.63 11.54 29.4 26.4 33.0 29.6 43.3 38.7
Median Veterinary 4.35 3.36 15.6 14.2 20.5 19.3 31.9 27.0
Frivlchem SpA 0.58 0.45 8.7 6.3 47.5 15.6 n.m. 28.7
Sources: CFO Sim, Thomson Reuters Eikon
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Income statement (€ m) 2019 2020 2021e 2022e 2023e
Revenues 15.6 16.7 21.5 27.3 29.3
Value of Production 15.7 17.7 22.6 28.6 30.8
Raw material and processing (8.8) (1.9 (14.4) (18.0) 19.2)
Services 3.4 Q.0 Q.7 4.6) 4.9
Personnel expenses .7) 1.9 2.7 3.6) @.7)
Other opex 0.5) ©0.2) (0.3) 0.4) ©0.4)
EBITDA 1.3 0.6 1.5 2.0 2.6
D&A (1.0) (1.0) (1.2) (1.2) (1.2)
EBIT 0.3 0.3) 0.3 0.8 1.4
Financials 0.3) 0.2 0.2) 0.2 0.2
Re/(Devaluation) of financial assets 0.0 0.0 0.0 0.0 0.0
Forex gain/(loss) 0.0 0.0 0.0 0.0 0.0
Pre-Tax profit 0.1 0.5) 0.1 0.6 1.2
Income taxes 0.0) 0.2 0.0) ©0.2) 0.3)
Minorities 0.0 0.0 ©.1 ©.1) .1
Net Profit 0.1 0.3) 0.0 0.3 0.7
EBITDA Adjusted 1.3 1.0 1.5 2.0 2.6
Net Profit Adjusted 0.1 0.3) 0.0 0.3 0.7
Balance sheet (€ m) 2019 2020 2021e 2022e 2023e
Net Working Capital 1.8 1.2 2.5 3.1 3.4
Net Fixed Assets 9.6 10.0 11.8 11.6 11.4
Equity Investments 0.0 1.4 1.4 1.4 1.4
Other M/L Term A/L (1.9 (1.2 (1.6) 2.0) 2.0)
Net Invested Capital 9.6 11.5 14.1 14.2 14.2
Net Financial Debt a.n 1.1 3.2 2.9 2.3
Minorities 0.0 0.0 0.5 0.6 0.8
Group's Shareholders Equity 10.7 10.4 10.4 10.6 11.2
Financial Liabilities & Equity 9.6 11.5 14.1 14.2 14.2
Cash Flow statement (€ m) 2019 2020 2021e 2022e 2023e
Total net income 0.1 0.3) 0.0 0.3 0.7
Depreciation 1.0 1.0 1.2 1.2 1.2
Other non-cash charges 0.3) 0.7) 0.2 0.2 .1
Cash Flow from Oper. (CFO) 0.7 .1 1.4 1.7 1.8
Change in NWC 0.6 0.6 1.2) ©.7) 0.3)
FCF from Operations (FCFO) 1.3 0.5 0.2 1.0 1.5
Net Investments (CFI) 2.0) 2.7) 3.0 (1.0) (1.0)
Free CF to the Firm (FCFF) 0.7) 2.2) 2.8) 0.0 0.5
CF from financials (CFF) 3.8 1.7 0.7 0.3 0.1
Free Cash Flow to Equity (FCFE) 3.0 (0.6) 2.2) 0.3 0.6
Financial ratios 2019 2020 2021e 2022e 2023e
EBITDA adj. margin 8.5% 5.9% 6.7% 7.1% 8.3%
EBIT margin 2.2% -1.9% 1.2% 2.9% 4.4%
Net profit margin 0.4% -1.9% 0.0% 1.2% 2.3%
Tax rate 17.3% 33.1% 27.5% 27.5% 27.5%
Op NWC/Sales 11.4% 6.9% 10.9% 11.0% 11.2%
Interest coverage x 1.28 (1.97) 1.51 4.50 7.46
Net Debt/EBITDA x n.m. 1.68 2.16 1.45 0.90
Debt-to-Equity x n.m. 0.10 0.31 0.28 0.21
ROIC 0.6% Neg. 0.1% 2.4% 5.0%
ROCE 2.3% Neg. 1.6% 4.5% 7.1%
ROACE 2.6% Neg. 1.6% 4.6% 7.3%
ROE 0.6% Neg. 0.1% 3.3% 6.4%
Payout ratio 0.0% 0.0% 0.0% 0.0% 0.0%
Per share figures 2019 2020 2021e 2022e 2023e
Number of shares # m 8.00 8.00 8.00 8.00 8.00
Number of shares Fully Diluted # m 8.25 8.25 8.25 8.25 8.25
Average Number of shares Fully Diluted # m 8.25 8.25 8.25 8.25 8.25
EPS stated FD € 0.01 (0.04) 0.00 0.04 0.09
EPS adjusted FD € 0.01 (0.04) 0.00 0.04 0.09
EBITDA € 0.16 0.08 0.18 0.25 0.31
EBIT € 0.04 (0.04) 0.03 0.10 0.17
BV € 1.30 1.26 1.32 1.36 1.45
FCFO € 0.15 0.06 0.02 0.13 0.19
FCFF € (0.09) 0.27) 0.34) 0.01 0.07
FCFE € 0.37 (0.07) (0.26) 0.04 0.08
Dividend € 0.00 0.00 0.00 0.00 0.00
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ANALYST CERTIFICATION

This publication was prepared by LUCA ARENA, Head of the Equity Research Department of “Corporate Family Office SIM S.p.A." (“CFO SIM") and
GIANLUCA MOIZIZALI, Equity Analyst of CFO SIM. This is to certify that the views expressed on the companies mentioned in this document reflect the
analysts’ personal opinions and that no direct or indirect recompense has been, or will be, received by the analyst further to the views expressed herein.

DISCLAIMER

This document has been drafted by CFO SIM, authorised by the Bank of Italy to provide investment services.
CFO SIM does not have a specific interest in either the issuer, the financial instruments or the transactions covered by the analysis.

The news and data used in this document come from information supplied to the public by the company concerned and/or from other documentation
of public domain. CFO SIM is not liable for the accuracy, completeness, exactitude and impartiality of such news and data. This document has been
drafted autonomously and independently and without the collaboration of the company analysed or of any company linked to the latter by
shareholdings or control. This document has been prepared by the financial analysts of the Equity Research Department of CFO SIM, whose names are
indicated therein. The analysts are ordinary members of the Italian Association of Financial Analysts (AIAF). In no case can the company and the
analysts, as authors of this document be held liable (culpably or otherwise) for damage stemming from use of the information or opinions set out therein.
The purpose of this document is solely informative. The document cannot be reproduced directly or indirectly and redistributed to third parties, nor can
it be published, either totally or in part, for any reason whatsoever. This document is not an invitation to purchase, nor is it infended to solicit the
purchase or sale of the securities in question. The recipients of this document are formally bound to observe the constraints indicated above.

CFO SIM wishes to provide ongoing coverage of the stocks mentioned in this document, with a frequency depending on circumstances considered to
be important (corporate events and changes of recommendation, etc.). CFO SIM acts as a Nomad, Specialist and Corporate Broker for Friulchem
stock, listed on AIM Italia. The next table shows the ratings issued on the stock in the last 12 months.
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@ -riulchem Target Price

DATE TARGET PRICE RATING

28/09/2021 €1.80 BUY
27/07/2021 €1.80 BUY

This document is distributed via electronic mail and fax as from the date indicated in the document itself and addressed fo some 300 Italian and non-
Italian professional investors. The document is available in electronic format at CFO SIM’s Internet site, to Italian and non-ltalian institutional investors,
and/or in Borsa Italiana’s Internet site.

RATING SYSTEM

0« BUY rafing is assigned if the target price is af least 15% higher than the market price;

0 o SELLrating is assigned if the target price is af least 15% lower than the market price;

O o NEUTRAL ratfing is assigned if the difference between the current price and target price lies within the +/ -15% bands identified using the

preceding criteria.

The rating is defermined on the basis of the expected absolute return 12 months forward and not on the basis of the estimated out/underperformance
relative to a market index. Thus, the rating can be directly linked with the estimated percentage difference between current price and target price. The
prices of the financial securities mentioned in the report (also used for the calculation of market capitalisation and market multiples) are the reference
prices of the stock market trading day preceding the publication date of the report, otherwise stated.
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