Earnings Preview

ST Pharm
(237690 KQ)

Forward path clear

BUY maintained; 6M TP bumped down 17.2% to W120,000

- Our new target price for the pharmaceutical ingredient supplier, which reflects
our reduced 2023 earnings outlook and a higher discount rate resulting from
rising interest rates, is based on a sum-of-the-parts model that combines its
discounted cash flow-derived operating value and net borrowings.

Lim Yoon+in
yoonjin.im@daishin.com

BUY

maintain 3Q22 OP to meet expectation, even with sales deferred from 2Q22

120.000 - ST Pharm is poised to post revenue of W59.2bn (up 27.8% yoy), 9% below

’ the market’s view of W65.4bn, and in-line OP of W7.9bn (up 1.6% yoy; 13.4%
margin) for 3Q22. That includes the recognition of oligonucleotide sales
79,900 carried over from 2Q22. (Likely booked in full, the key product’s sales jumped
an estimated 30.1% to W40.1bn.)

- The September delivery of oligonucleotide for a new arteriosclerosis drug
(likely pelacarsen) has been pushed back to November, deferring some

reduce

Phamaceuticals

KOSDAQ 67167 W11bn in sales to 4Q22. That'll push up the product’s sales in the year-end
Market cap (Wbn) 1,503 quarter to W48.3bn (up 82.3%) for a full-year total of W132.1bn (up 52.7%).
Market cap portion (%) 045 A - . .
Paickin capital (common; Wbn) 9 - Both R&D and payroll costs will likely keep rising this year. Stil, full-year OP
52w highflow (W) 144,500/79,100 is forecast to soar 202.4% to W16.9bn (7.5% margin) on the dollar’s rally.
120d avg. frading volume (Wbn) 84
:Aor?ign ownership (%) 0.00 2023 to see stronger oligonucleotide sales, fresh orders for mRNA technology
harchaders  LOn9ASodo Hokdngss:46.49% - The company is expected to see an uptick in orders for oligonucleotide in 2023
as more RNA-based drugs make clinical progress. Results of phase 3 trials
(%) ™M M M 1M on investigative myelodysplasia drug imetelstat (Geron) and cardiovascular
Abs. retum 159 54 34 42 drug candidate olezarsen (lonis Pharmaceuticals) are set to be made public
Rel. retum 26 -54 178 34.1 \ .
in January 2023 and 2H23, respectively.
f‘;vo”f) iTlppa"‘: (%SS)DAQ o - Itis in talks with a global drug company for a partnership deal regarding its
cane 5 proprietary mRNA 5-capping reagent SmartCap. Equipped with in-house
131 - 50 production capabilities and price edge, we believe ST Pharm is better
;‘8 positioned than rival TriLink Bio Technologies (CleanCap) to win new orders.
13
: won )
o4 0 3Q22(F) 4Q22
e e o 20z Prevos | o2 voy  o@  Consensis D250 Yoy QoQ
1o 220 2204 2207 2210 Reverue 46 51 69 50| 278 158 65 77 485 299
oP 8 4 10 8 16 1235 8 5 TTB  -38.1
NP 8 3 8 6| 252 648 6 3 TIB 399
Source: ST Pharm, FnGuide, Daishin Securities Research Center
Operating results and major financial data (Wbn, W, X, %)
2020A 2021A 2022F 2023F 2024F
Revenue 124 166 224 283 353
oP 19 6 17 4 60
Pretax profit A7 1 19 43 61
NP A3 3 14 33 47
NP (controling int.) 12 3 14 33 47
EPS 651 177 760 1,750 2495
PER NA 7842 1085 471 330
BPS 15,830 17,308 17431 19,182 21676
PBR 66 80 46 42 37
ROE 4.1 1.1 44 96 122
Note: EPS, BPS, and ROE are based only on the controlling interest.
Source: ST Pham, Daishin Securities Research Center
This report has been prepared by Daishin Securities Co., Ltd.
SEE APPENDIX FOR IMPORTANT DISCLOSURES AND ANALYST CERTIFICATION. CHAIEZY ﬂ
L-O —
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ST Pharm (237690 KQ)

Yearly eamings forecast revision

(Wbn, W, %, %p)

Previous Revised Chg
2022F 2023F 2022F 2023F 2022F 2023F
Revenue 224 301 224 283 01 6.0
SG&A expense 74 920 75 85 14 6.1
OP 16 45 17 M 50 -88
OP margin 72 150 75 145 04 04
Non-operating profit 2 2 2 2 00 00
Pretax profit 18 47 19 43 45 -84
NP (controling int.) 14 36 14 33 45 84
NP margin 6.1 119 64 116 0.3 03
EPS (controlling int.) 7271 1912 760 1,750 45 -84
Source: ST Pharm, Daishin Securities Research Center
Tab1.  Earnings projections (Wbn, %)
1Q21 2Q21 3Q21 4Q21 1Q22 2Q22( 3Q22E| 4Q22E 2021 2022E  2023E
Revenue 27.3 404 46.3 51.7 38.2 511 59.2 76.8 165.6 225.3 283.4
YoY 352% 195% 106.8% 83%| 401% 267%| 278%| 485%| 335% 36.0% 25.8%
APIs for new drugs 1.4 253 314 36.3 19.9 30.6 429 60.9 104.4 154.3 210.6
Small molecule 29 46 0.6 9.8 1.9 0.1 0.7 79 179 106 128
Oligonucleotide 85 20.7 30.8 265 16.8 270 40.1 483 86.5 1321 1827
mRNA 0.0 0.0 0.0 0.0 1.2 35 22 47 0.0 1.6 151
APIs for generics 9.0 8.0 6.9 95 6.0 1.8 74 9.6 334 34.8 353
Others 6.9 7.1 8.0 59 123 8.7 89 6.4 277 36.3 374
GP 43 17.0 21.7 14.7 16.6 20.2 253 29.5 57.7 91.6 126.1
YoY 3262.7%  2298%  21281% 6.9%| 283.7%  187%| 16.7%| 101.0% | 188.9%  58.7%  37.6%
GP margin 159% 422%  469% 284% | 434% 395%| 428%| 384%| 349% 407% 445%
OP (6.5) 49 7.8 (0.6) 0.5 35 79 49 5.6 16.9 41.2
YoY CL TTB TTB TR TIB  -27.5% 1.6% TTIB| -129.6% 2024% 144.4%
OP margin 239% 121%  16.8% -1.1% 1.4% 69%| 134% 6.4% 34% 75%  145%
NP (5.1) 5.7 7.7 (5.0) 21 34 5.6 31 34 14.3 329
YoY CL 1241% TTB CL TIB  402%| -27.5% TTIB| -125.7% 323.1% 130.4%
NP margin -186%  14.0%  16.7% -9.6% 5.6% 6.6% 9.5% 4.1% 2.0% 6.3% 11.6%
Source: Daishin Securities Research Cente
Tab2.  Valuation (Wbn, 1K shares, W, %)
/N Detail
Operating value (A) 2,325 DCF valuation
Sum of NPV of FCFF 680
NPV of TV 1,881
Net borrowings (B) 34 end-2022E
Enterprise value (A-B) 2,291
# of common shares (thousands) 18,809
Target price (W) 120,000

Source: Daishin Securities Research center
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Fig 1. Revenue and OP Fig 2.  Oligonucleotide sales
(Wbn) (Wbn)
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Fig 3. Revenue mix Fig4. Customer mix
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Fig5.  Plant utilization Fig6. Revenue forecasts
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ST Pharm (237690 KQ)

Financial statements

Income statement (Wbn) Balance sheet (Wbn)
2020A 2021A 202F 202F  204F 20A 2021A 202F 202F  204F
Revene 124 166 24 28 33 Curertasses 26 44 2 36 5
Costof goods sod 104 18 12 157 18 Cash&cashequv. S ke % 12 %
Gross proft 2 58 ® 1% 15 Trade & oherrecsive. 4 o 73 &7 %
SG8Aexpenses 2 5 75 8 100  ivenioies 4 g 7 ® @
oP 19 6 7 M 80  Ohercumentassels 106 60 6 69 74
OPmargin 152 34 75 145 169  Longlemassets 20 54 20 2 29
EBITDA 2 P 5 &  Tagbeases 7 2 24 » oM
NonOP 2 4 2 2 2 ivesmentsinafiiales 0 0 0 0 0
Income from ffiates 0 0 0 0 0 Oterlonglermassels % 4 4 % 46
Fandiarevenue 6 6 3 3 3 Toslassets 46 40 52 68 80
FXrelated gains 0 0 0 0 0 Curenticbites 19 75 & ® 1B
Financialexpense 4 6 A A 4 Payabes&oherleb. 10 % 2% P 37
FXrelated losses 4 1 1 1 1 Bomowings 0 0 0 0 0
Others 0 4 0 0 0  CurentpofonofLTdebs 0 15 0 0 2%
Income before txes a7 1 19 4 61 Otercurenticbiies 9 % 61 61 61
Income taxexpense 4 2 4 40 44 Longlemiabities 120 o 1% 16 2T
Income from oont, op. 13 3 % B 4 Borowngs 2% 9 2% BB
Income from disoort. op. 0 0 0 0 0 Converblesecuiies 102 & % % %
NP 3 3 % B 4 Oberonglemich. 5 6 6 6 6
NP mergin 106 20 64 116 133 Toaliabiies 1w 1 21 20 3w
NP for non-cont: inferest A 0 0 0 0 Contolinginterest 2 33 38 %1 48
NP for oontr. interest 2 3 B 4 Capllsock 9 9 9 9 9
VaaonofAFSTnassels 0 0 0 0 0 Caplalsups 75 1% 1% 1% 1%
Other compreh.income 0 0 0 0 0  Retinedeamings M2 16 120 183 20
Comprehensiveincome 13 5 6 % 49  Ohercapitlchanges A 2 2 2 2
ﬁt"”p' income for non-contr. g 0 0 0 0 Noncontolinginterest 1 3 3 3
Comp.ncomeforoontrint. 12 5 6 % 49 Todshashodersequity 207 36 B 34 41
Netborrowings 4 14 % 6 a7
Valuation metrics (W,x%  Cashfiowstatement (Won)
20A 2021A  202F 200F 204 20A 221A  202F 202F  204F
EPS 651 177 760 1750 24%  Operaingcashions 21 7 3 8 14
PER NA 7842 1085 471 B0 NP 43 3 14 3 47
BPS 15830 17308 17431 19182 21676  Noncashiems 13 2% 2% % 43
PER 66 80 46 42 37 Depreciaton 14 14 15 18 2
EBITDAPS 25 101 16% 3152 4373 FXgains 0 2 2 2 2
EVEBITDA NA 108 486 255 179 Equity method gain 0 0 0 0 0
S 662 8877 11916 15067 18765 Otwers A 12 12 17 2
PSR 156 157 67 53 43  Chginasses&leb. 21 21 ) 12 3
CFPS 8 14% 2084 352 4773 Ohercashions 0 1 4 a0 4
DPS 0 50 0 0 0 Invesingcashiow 0 8 24 2@ 40
Investmentassefs 5 0 0 0
Financial ratios Wx%  Tangbeassels a7 s 20 B b
20A 2021A  202F 202F 224F  Otes 47 5 4 4 5
Growth polentel Francing cash fows 116 0 8 0 15
Revenuegowh B/ BG B3 64 245 Shoermbomowings 0 0 0 0 0
OPgowh CL TIB 204 144 44  Bodspayebe 10 0 0 0 0
NP growth CL  TB 331 1304 425  Longiemborowings 8 0 17 0 10
Profiabity Rights offering 6 2 0 0 0
ROC 57 51 38 90 128 Cashdividends 0 0 9 0 0
ROA 48 12 32 70 8  Otes 9 A 15 0 2%
ROE 41 11 44 96 122 Netchginaash % 1 Y 7 18
Stavity Beginning cash belance 13 2 2 2 12
Debtratio 501 59 &8 740 971  Endngcashbaance 3 2 % 12 %
Netborowingsrato 46 44 103 17 91  NOPAT 15 15 3 7 46
Interest coverage rafio 292 11 00 00 00 FCF -18 23 8 15 33

Source: ST Pharm, Daishin Securities Research Center



Appendix

[Compliance Notice]

In accordance with Subparagraph 5 of Paragraph 1 of Article 4-20 of the supervisory regulations for the financial investment industry, we confirm that
no information or content has been shared prior to its release on Daishin’s website, and that the analyst has not received nor will receive direct or
indirect compensation in exchange for expressing specific opinions. Daishin is not affiliated with the company presented in this report. This report has
been presented without any undue external influence or interference, and accurately reflects the personal views of the analyst who is responsible for
its content.

This report is distributed for the purpose of helping investors make informed decisions. This report has been prepared from the data and information
believed to be correct and reliable, but Daishin Securities does not make any guarantee as to the accuracy thereof. Investors reading this report
should make final decisions based on their own judgment.

For U.S. persons only: For U.S. persons only: This independent third party research report is a product of Daishin Securities, which is the employer
of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision
by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S.
rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a
research analyst account.

This independent third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6
under the Securities and Exchange Act of 1934, as amended) by Maybank Kim Eng Securities USA Inc. (“Maybank KESUSA”) and Auerbach
Grayson and Company LLC, broker-dealers registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended).
All responsibility for the distribution of this report by Maybank KESUSA in the US shall be bore by Maybank KESUSA. All responsibility for the
distribution of this report by Auerbach Grayson and Company LLC shall be bome by Auerbach Grayson and Company LLC.

If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the
sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.
In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct
certain business with Major Institutional Investors, Daishin Securities has entered into an agreement with two U.S. registered broker-dealers, Maybank
Kim Eng Securities USA Inc and Auerbach Grayson and Company LLC. All U.S. persons receiving and/or accessing this report and wishing to effect
transactions in any security mentioned within must do so with: Maybank Kim Eng Securities USA Inc. 400 Park Avenue 11th Floor New York, New
York 1- (212) 688-8886 or Auerbach Grayson and Company LLC 25 West 45th Street, New York, NY 10036 and not with the issuer of this report.

Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and
no part of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in
this report.
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[Investment rating & Target price history]

ST Pharm (237690 KQ)

W)
200,000

Adj. Price

Adj. Target Price

150,000
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Investment rating breakdown and framework (Oct 10, 2022)

Buy Marketperform Underperform
Ratio 92.8% 72% 0.0%
Sector ratings breakdown

100,000 - Overweight industry indicators are expected to outperform the market over
the next six months.
50,000 - Neutral: industry indicators are expected to be in line with the market over
0 ) ) ) ) ) ) the next six months.
20.10  21.02 21.06 21.10 22.02 22.06 22.10 - Underweight: industry indicators are expected to underperform the market
over the next six months.
Date 21013 20823 20809 20708 20602 20524
Rating Buy Buy Buy Buy Buy Buy
Target price 120,000 145,000 145,000 135,000 135,000 135,000 )
DI (awr. %) @18 (694 (016 (279 (443  Company ratings breakdown
Dif. (max/min, %) (2138) (2138) (14.44) (29%) @296 -Buy:the stockis expected to outperform the market by at least 10%p over
Date the next six months.
Rating - Marketperform: the stock is expected to either outperform or underperform
Ta’gap"fe the market by less than 10%p over the next six months.
gﬁf Emin” % - Underperform: the stock is expected to underperform the market by atleast
Date 10%p over the next six months.
Rafing
Targetprice
Diff. (awr. %)
Diff. (max/min, %)
Date
Rafing
Targetprice
Diff. (avr. %)
Diff. (max/min., %)




