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Selvita

Solid organic outlook with acquisitions upside

Selvita is currently one of the leading players in the European CRO market, and the
favourable CRO market environment and plans to develop new laboratory space
strengthen the company's prospects for further organic growth. With the results of
1H22, SLV's current results visibly surpasses the novel strategy assumptions with the
business growth supported by the deterioration of the sentiment towards Asian CRO
players and favoured global discovery market growth (2022-2026F CAGR at 12%),
mainly in North America and Europe (2021-2026F CAGR at 14-16%). Further acquisition
processes are an additional upside that provides an opportunity to develop the service
offer and strengthen the competitive position of SLV. Analysing the current
environment on the CRO services market, we believe that SLV may make further
acquisitions in the coming 1-2 quarters. Our forecasts do not include further
acquisitions at the moment, however, the prospects of solid organic growth imply a 12M
TP price of PLN 104 / share with a "Buy" recommendation (+ 24% upside).

Strong organic growth perspectives. The current backlog of Selvita (as of 02/09/2022) amounts to over
PLN 358 million - the order backlog for 2022 shows a positive impact of the increase in the number of
regulatory projects (service segment), there is also a significant increase in interest in the bioinformatics
segment. The current geopolitical and macroeconomic environment does not have a significant impact on
the functioning of the group, and the favourable development prospects for the CRO market will positively
affect the further contracting of the company's services by 2026.

Financial forecasts for 2022-2024: assumptions of the average annual organic growth at the level of
approx. 19% yly and greater cost pressure conditioned by the growth of the business scale.
Throughout 2022. we assume the level of research services provided in Poland at PLN 209mIn (+32% y/y)
and the segment's EBITDA level adjusted by the costs of the incentive program at PLN 55min (+53% yly).
In the segment of services provided in Croatia, we assume revenues at PLN 152min (+19% y/y) with an
estimated EBITDA of PLN 49min (+25% y/y). In the Bioinformatics segment, we estimate revenues’22 at
PLN 46min (+31% yly) assuming the EBITDA level of PLN 7min (-29% yly). In 2023, we assume an
increase in operating income and EBITDA levels, assuming a new laboratory facility in Krakow to be
operational from 1Q23. In subsequent years of forecasts, we assume that the dynamics of revenues from
research services will stabilize to the level of approx. 15% y/y, assuming an increase in operating costs
(average dynamics of +20% y/y), conditioned by an increase in direct costs of CRO activity.

Upside on next acquisitions. In 2020. Selvita signed an agreement to take over the Croatian company
Fidelta from Galapagos for EUR 31.2min. In 2020, Fidelta's revenues and normalized EBITDA amounted to
EUR 26min and EUR 6.5min, respectively, implying transaction multiples of EV / Sales and EV / EBITDA of
1.2x and 4.8x, respectively. SLV has approx. 20 companies on the list of acquisition targets. SLV is
targeting companies of EUR 5-35 million annual revenues 30-250 employees. SLV assumes obtaining
additional PLN 150-250min in revenues thanks to acquisitions.

Potential SLV acquisitions - Trigon assumptions. In our opinion, the company's goal will be to acquire
an entity from the UK or US market, which will enable the expansion of the volumes of services provided on
markets with different regulatory requirements. We assume that in 2023-2025, Selvita will be able to
complete the acquisition of at least two companies- CDMO or preclinical CRO to complement the currently
missing areas of SLV activity (including the pre-formulation competencies, small clinical batches
production, API production and GMP scale-up). Analysing the current environment on the CRO services
market, we believe that SLV may make further acquisitions in the coming 1-2 quarters. In our opinion, the
potential transaction multipliers will not be as favourable as in the Fidelta’s acquisition - we assume
potential multipliers of CDMO / preclinical CRO acquisitions in the range of approx. 2-4 for revenue
multiple) and approx. 12-18 for. EBITDA multiple. At the moment, we do not include potential acquisitions
of new companies in our forecasts.

Valuation. In comparison to our last recommendation, we raise our forecasts of the Group’s top line and
recurring EBITDA due to favourable dynamics of the CRO market, as well as taking into account Selvita's
plans to implement new research services and launch new laboratory areas in the perspective of 2023-
2025. With the results of 1H22, SLV’s current growth surpasses the strategy assumptions with the business
growth supported by the deterioration of the sentiment towards Asian CRO players and favourable global
discovery market growth (2022-2026F CAGR at 12%), mainly in North America and Europe (2021-26F
CAGR at 14-16%). At the same time, we increase CAPEX assumptions due to ongoing SLV’s investments
in LAB infrastructures. The current valuation implies EV/EBITDA'23-'25 20.4—10.2x and P/E'23-'25 62.9-
19.3x. In our opinion, the Group will maintain a safe level of ND / EBITDA '23-'25 leverage in the 2-2.5x
range. We value Selvita shares using the DCF method (100% weighting) at PLN 104 / share (+ 24%
upside). Relative valuation to other CRO entities implies a valuation of SLV at PLN 70 / share, however,
due to the different offer of SLV services compared to other listed CRO entities, we use the DCF method
for the valuation of SLV shares.

Risk factors. They are described in a section on page 18.

min PLN 2019 2020 2021 2022F 2023F 2024F
Revenues 31,9 141,9 3157 408,4 505,2 615,2
EBITDA 8,0 33,1 53,6 79,0 126,9 159,5
EBITDA adj.” 8,0 33,1 85,0 111,5 136,6 160,2
EBIT 54 19,5 26,1 39,2 731 109,6
Net profit 55 19,6 14,9 23,2 49,8 75,6
EPS (PLN) 1,0 1,2 0,8 1,3 2,7 4,1
P/E (x) 80,0 68,6 103,5 66,4 31,0 20,4
EV/EBITDA (x) 56,6 39,2 30,6 21,4 13,1 10,7

Source: the conpany, Trigon Brokerage House, * data adjusted by Incentive Program costs

Informacje dotyczace dokumentu oraz zastrzezenia prawne znajduja sie w ostatniej czesci dokumentu.
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Disclaimer

General information

The Document has been prepared by Trigon Dom Maklerski S.A. (the “Brokerage House”), for renumeration, on behalf of Warsaw Stock Exchange S.A. (the "WSE"),
based on agreement for the provision of services for the preparation of analytical reports (the "Agreement"), which is supervised by the Polish Financial Supervision
Authority.

In the first place, the Document is addressed to selected clients of the Brokerage House who use its services in the area of research and recommendations. It may,
however, be distributed to a wider public from the date specified therein (by posting it on the Brokerage House website, providing it to entities that may quote it in
media, in whole or in parts as they see fit, or otherwise) as a recommendation within the meaning of the Regulation (EU) No 596/2014 of the European Parliament
and of the Council of 16 April 2014 on market abuse (market abuse regulation) and repealing Directive 2003/6/EC of the European Parliament and of the Council and
Commission Directives 2003/124/EC, 2003/125/EC and 2004/72/EC Text with EEA relevance (“Regulation”).

Definitions

capitalisation — market price multiplied by the number of a company’s shares

free float (%) — a percentage of a company’s shares held by shareholders with less than 5% shareholding reduced by treasury shares held by the company
min/max 52 wks — minimum/maximum share price within the last 52 weeks

average turnover — average volume of share trading within the last month

EBIT — operating profit
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EBITDA - operating profit increased by depreciation and amortisation

adjusted profit — net profit adjusted for one-off items

CF — cash flow

capex — sum of investment expenditures on fixed assets

OCF - cash generated through the operational activities of the company

FCF — cash generated by the company after taking into account outflows to support operations and retained capital

ROA - rate of return on assets

ROE - rate of return on equity

NWC — net working capital

Cash conversion cycle —period from the moment of expenditure of cash for the purchase of production factors until the moment of receipt of cash revenues from the
sale of manufactured goods or services.

Gross profit margin — a ratio of gross profit to net revenue

EBITDA margin — a ratio of sum of operating profit and depreciation/amortisation to net revenue
EBIT margin — a ratio of operating profit to net revenue

net margin — a ratio of net profit to net revenue

EPS — earnings per share

DPS - dividends per share

P/E — a ratio of market price to earnings per share

P/BV - a ratio of market price to book value per share
EV/EBITDA — a company’s EV to EBITDA ratio

EV — sum of a company’s current capitalisation and net debt
DY - dividend yield, dividend paid to share price ratio

RFR - risk-free rate
WACC - weighted average cost of capital

ISSUER - Selvita S.A.

Recommendations of the Brokerage House

BUY — we expect that the rate of return on an investment will be at least 10%

NEUTRAL — we expect the price of an investment to be relatively stable, optionally it will increase no greater than 10%
SELL — we expect that an investment will make a loss greater than 0%

Recommendation prepared by: Katarzyna Kosiorek

Recommendations are valid for a period of 12 months from the date of issuance (the date specified at the beginning of the document) or until the price target of the
financial instrument is achieved.

The Brokerage House may update its recommendation at any time, depending on current market conditions or assessment of persons preparing the recommendation.
Short-term recommendations (particularly those designated as speculative) may be valid for a shorter period of time. Short-term recommendations designated as spe-
culative involve a higher investment risk.

Valuation methods used

The Brokerage House customarily applies two methods — discounted cash flow (DCF) and multiples methods (a comparison of a company’s trading multiples with the
metrics of comparable companies). Alternatively, a discounted dividend model may also be used. The key disadvantage of methods based on discounted cash flows is
high sensitivity to adopted assumptions, whereas their advantage is a lack of relation to a company’s current market price. On the other hand, the main disadvantage of
the multiples method is a risk that at a given point in time the market prices of comparable companies might not reflect their true value, whereas its advantage lies in the
fact that it shows a company’s market value obtained based on the market values of comparable companies.

As basis valuation methodology and the adopted assumptions used to assess the financial instrument or issuer or to determine the target price of the financial instru-
ment was adopted discounted cash flow method (DCF) and peer valuation.

The valuation, valuation methodology or adopted assumptions did not change from the date of preparation and the first dissemination of the Document.

The Document was not presented to the issuer and then changed. The document did not change from the date of its preparation and the first dissemination.

Detailed information on the valuation or methodology and assumptions, as well as information on previous recommendations on the Issuer's financial instruments,
published in the last 12 months prior to the date of this recommendation, is available on the website of Brokerage House www.trigon.pl.

Legal disclaimers, disclaimers related to risks

In the opinion of the Brokerage House, the Document has been prepared objective, with due care and attention and with the avoidance of potential conflicts of interest.
The Brokerage House bears no responsibility for any inaccuracies, incompleteness or inconsistency with the facts in the Document. In particular, the Brokerage House
bears no responsibility for any damage suffered as a result of investment decisions made on the basis of information contained in the Document.

The Document does not take into account the individual needs and circumstances of any investor nor is it an indication that any investment is suitable for a given
investor. Accordingly, the conclusions drawn based on the Document may prove inappropriate for a given investor.

The Brokerage House bears no responsibility for the way in which the information contained in the Document is used. Historical data presented in the Document relate
to the past and past performance is no guarantee of similar results in the future. The information relating to the future may prove wrong, as it expresses opinions of
persons representing the entity described or represents independent assessment of the Brokerage House.

The information and opinions contained in the Document are not intended to be the sole basis upon which decisions are made. It is therefore advisable for the recipient
(s) to make its/their own judgment and assessment of the information, consider information other than that presented in the Document, verify the presented information
themselves, asses the risks related to decision-making based on the Document, and consider consulting an independent analyst, investment advisor or other persons
with relevant expertise.

Unless specifically stated, the information contained in the Document should not be treated as authorized or approved by the entity described therein. The conclusions
and opinions expressed in the Document are conclusions and opinions of the Brokerage House.

There are no conflicts of interest between the Brokerage House and/or persons taking part in the preparation of the Document or having access to the Document before
its publication (employees, service providers and other associated persons) and the Issuer. As of the date of preparation of the Document, the Brokerage House does
not hold any shares in the Issuer, subject to the following information.

There are no persons among those who took part in the preparation of the Document, or those who did not take part in its preparation but had or could have had access
to the Document, who would hold shares in the Issuer representing 5% or more of its share capital or financial instruments whose value is materially linked to the value
of financial instruments issued by the Issuer. The Brokerage House has not received any dividend from the Issuer in the last 12 months. No members of the governing
bodies of the Issuer or their relatives are members of the governing bodies of Trigon Dom Maklerski S.A. None of the persons engaged in the preparation of the Docu-
ment serves in the governing bodies of the Issuer, holds a managerial position in, or is a close person of any member of the governing bodies of the Issuer. Moreover,
none of those persons or their relatives is a party to any agreement with the Issuer that would be executed on terms and conditions other than those of other agree-
ments executed by the Issuer and customers.

Between The Brokerage House and / or participating in the preparation of this Document or having access to the Document prior to its publication: employees, contrac-
tors and other services related parties and the Issuer there is no conflict of interest. At the date of preparation of the Document The Brokerage House does not hold
shares of the Issuer. As of the date on which this Document is prepared The Brokerage House performs orders to buy or sell financial instruments in its own name but
on behalf of the Issuer for the purposes of performance of tasks connected with market maker services or buying or selling financial instruments on its own account for
the purposes of performing the investment underwriting agreement or service underwriting agreement. The Brokerage House act as a market maker. Remuneration for
persons participating in drawing up this Document is not directly based on financial results achieved by the Brokerage House in connection with transactions in Issuer
financial instruments performed by the Brokerage House. Among those who participated in preparation of this Document, as well as those who did not participate in its
preparation, but had or could have had access to the Document, there are not people who hold shares of the Issuer in the amount of at least 5% of the share capital or
hold other financial instruments whose value is essentially linked to the value of financial instruments issued by the Issuer. The Brokerage House in the past 12 months
has not received from the Issuer dividend. Directors of the Issuer or their relatives are not directors of The Brokerage House. None of the persons involved in the prepa-
ration of this Document, does not take a management position or is close to the members of governing bodies of Issuer and none of these persons, as well as their
relatives are not part of any agreement with the Issuer, which would be concluded on different terms than other agreements entered into by the Issuer and consumers.
There are no other circumstances as regards potential conflict of interest which could be the subject to disclosure on the ground of the regulation on the recommenda-
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tion.

Additionally, at any time The Brokerage House can perform a function of mandator or mandatary in relation to more than one party, perform long or short stock, per-
form transactions on its own account or on the client’s account regarding financial instruments issued by the Issuer. In the future The Brokerage House is likely to
have investment connections within the framework of fiduciary activity as well as other connections with the parties other than the Issuer or Issuer’s shareholders.

The Brokerage House manages its actual and potential conflicts of interest by means of measures provided for in the Regulation on Recommendations and by imple-
menting the Brokerage House’s general policy for the management of conflicts of interest. In the Brokerage House’s opinion, the Document has been prepared in a
manner eliminating the effect of any potential conflicts of interest.

The Brokerage House employees participating in the preparing this Document: i) do not receive remuneration directly related to transactions related to the services of
the Brokerage House specified in Sections A and B of Annex | to Directive 2014/65 / EU or any other type of transaction that is carried out by the Brokerage House or
any other person legal being part of the same capital group as the Brokerage House, nor with fees for such transactions that are received by the Brokerage House or
any other legal entity that is part of the same group as the Brokerage House, ii) do not receive or buy shares of the Issuer before the public offer.

Detailed information about the conflict of interest management policy can be found at www.trigon.pl.

The Brokerage House pays careful attention to numerous risks related to investments in financial instruments. Investing in financial instruments carries a high degree
of risk of losing some or all funds invested.

The date presented on the first page of the Document is a date of its preparation and delivery to the recipients. Trigon Dom Maklerski S.A. is the owner of the trade-
marks, service marks and logo presented in the Document. The GPW owns copyrights to the Document and the content of the Document. The Brokerage House
based on the Agreement is authorize to redistributing the Document to its clients. Any publication, dissemination, copying, use or provision of the Document (or any
part thereof) to any third party in any manner other than its legally sanctioned use, requires the consent of the WSE.

Due to certain legal limitations, the Document may not be directly or indirectly presented, made available or issued in jurisdictions where its dissemination may be
subject to local legal limitations. Persons presenting or disseminating the Document are obligated to be familiar with and observe such limitations. It is assumed that
each person (organisational entity) who receives, accepts or consents to receive the Document, by doing so:

- accepts every reservation mentioned above;

- confirms that he/she has read the Trigon Dom Maklerski S.A. Terms and Conditions of research and recommendations (available on websites: www.doakgji.trigon.pl,
www.trigon.pl, referred to as the “Terms & Conditions”) and accepts them;

- gives his/her consent to be provided with a one-time service of research and recommendation provision by the Brokerage House through receiving access to the
Document. The provision is covered by the Terms & Conditions together with reservations contained in and related to the Document. Additionally, (1) the service is
limited to free of charge provision of the Document and use of the Document by the addressee, (2) the service is valid only for the time of using the Document by the
addressee.

The Document is not an offer within the meaning of Art. 66 of the Polish Civil Code, nor is the basis for entering into any other agreement or creating any other obliga-
tion.

Date of preparation: 19th October 2022
Date of first distribution: 19th October 2022 8:40




