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Vifor Pharma

Industry
Pharmaceuticals & Biotechnology

Rating Price Target

Hold CHF 157

Ticker VIEN SE
Share price CHF 156
Mkt cap. (mns) CHF 10,140
Free float (%) 100.0 %
Trad. vol. (mns) CHF 37.4

Investment Case

Vifor now a standalone company: In April 2017, the
former Galenica Group IPO'ed Galenica Santé for CHF 2.3
bn in order to refinance the Relypsa acquisition. After the
IPO, the Group was renamed to Vifor Pharma.

Recent Newsflow

Vontobel

It's all about Veltassa: Veltassa was Relypsa’s lead
compound for the treatment of hyperkalemia (excessive
potassium levels in the blood) which mainly affects CKD
patients and patients on RAAS inhibitors (RAASI). The
US launch was rather slow in the first 12 months (CHF
12 mn of sales in 2016). The issues were 1) black box
warning, 2) no other drug was allowed to be taken 6hrs
before and after Veltassa intake, and 3) prescription
requires prior authorization from insurance, incl.
relatively high co-pay. After the FDA reviewed drug-drug
interaction data, the black box warning was removed as
of November 2016 and administration now needs only
3hrs before and after intake.

Vifor FMC Renal Pharma (VFMCRP) JV of
paramount importance: The JV with FMC is the most
important EBIT and cash flow generator in order to
bridge the loss-making phase of Veltassa and
Ferinject/Injectafer. Drugs in the JV are Venofer,
Mircera, Velphoro, Retacrit, Veltassa (Europe) etc.

Next Catalysts & Events

15-03-2018 - FY17 results
Veltassa met its FY17 guidance but was slightly below
expectations. Ferinject performance was very strong.

27-09-2017 - IR Day
Focus on Veltassa launch, clinical trials, and Ferinject
potential in Asian markets.

08-08-2017 - 1H17 results
Vifor reported on a standalone basis for first time. Results
were in line with expectations and strong outlook for 2H.

08-08-2018 - 1H18 results
We expect strong growth in the Veltassa and Ferinject
franchises.

Analyst

Carla Banziger , PhD

+41 58 283 70 21 carla.baenziger@vontobel.com
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Criteria analysis

Weak Strong  Comment

Growth profile 1 2 3 4 5 ﬂ — Strong growth of Veltassa, Ferinject, JV products
Pricing power 1 2 3 4 ﬂ — Pricing pressure increasing in Pharma industry
Margin resilience 1 2 3 4 ﬂ — Still good margins

Corporate governance 1 2 3 4 ﬂ — Good corporate governance

Financial metrics 1 2 3 4 ﬂ — Heavy investments in Veltassa and Ferinject
Valuation 1 2 3 4 5 6 — High valuation due to investment phase
Business description Performance

Vifor Pharma: Vifor Pharma is a world leader in the discovery,
development, manufacturing and marketing of pharmaceutical

products for the treatment of iron deficiency. The company also offers 160
a diversified portfolio of prescription medicines as well as over-the-
counter (OTC) products. Key brands are Ferinject and Venofer. 140

VFMCRP: Vifor Fresenius Medical Care Renal Pharma (VFMCRP) isa {59
common company of Vifor Pharma Group and Fresenius Medical
Care. VFMCRP develops and commercializes innovative therapies in

nephrology to improve the lives of patients suffering from chronic 100

kidney disease (CKD) worldwide. The company was founded at the 2017 2018
end of 2010 and is owned 55% by Vifor Pharma Group and 45% by - Vifor{VIFN.S]

Fresenius Medical Care. SPI (rebased)

Risks to our investment case

Upside risk: Veltassa uptake is faster than anticipated. New deals signed with VFMCRP for additional drugs.

Downside risk: Ferinject/Injectafer expansion slower or more expensive than expected. Same for Veltassa.

Sensitivity analysis
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o
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Comment

— Low in pharma in general

— In the past, numbers were often surprising

— Once market development is done, strong leverage
— Main exposure to EUR and USD

— Low input costs

— High dependence on FMC

— Distribution deals in VFMCRP

Cyclicality

Earnings visibility

Operating leverage

Dependence on FX movements
Dependence on raw material prices
Dependence on key customers
Dependence on key suppliers

PRRRERRERR
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Corporate governance Management
Investor communication Chairman
Good and very frequent interaction with investors. Management is available for investors. Etienne Jornod
since 1996
Track record during last downturn
No cyclicality. Old management always found ways to bridge cash intensive phases with CEO
good deals (Aspreva, Mircera, etc.) Stefan Schulze (COO)

since May 2017
Remuneration & incentives
Short-term bonus of 70-90% of base salary for CEO/COO and 30-50% for other Exec. CFO
Committee members. While 25% of bonus is based on personal objectives, 75% is related  Colin Bond
to ROIC. The long-term incentive (LTI) value is based on ROIC and the Vifor Pharma share since 2016
price. Typical LTI cycle is three years, currently ROIC targets are set on a rolling annual
basis due to transition period.

SWOT analysis

— Very strong nephrology/dialysis franchise thanks to — Both Veltassa and Ferinject address markets that still
VFMCRP need to be developed - lots of investment needed to
¢y  — Directdistribution in many markets, now also in the US (Iﬁ drive sales
T thanks to Relypsa acquisition ¢ — Owing to the smaller size of the company, new product
5 — Very agile organization as size is not too big yet (I.{J) introductions might take a bit longer
i <
z <
0 L
=
— Relypsa salesforce could also start distributing — Oral high dose iron products
) Injectafer (US brand name for Ferinject) in the US in — Reimbursement changes - increasing price pressure
L nephrology
= - Luitpold (Vifor's US distributor for Injectafer) could start %))
2 distributing Veltassa in the US in cardiology =
2 — More deals on the VFMCRP platform would ﬁ
E immediately increase profitability as organization is built ¢
@) up I
o [
o
@]

Guidance vs Vontobel and consensus estimates

Guidance: FY18: net sales to grow more than 10% and EBITDA to increase by more than 20%.
Vs Vontobel estimates: FY18E: 13.3% reported sales growth and EBITDA up 27.1%

Vs consensus: FY18E: 15.8% reported sales growth and EBITDA up 33.0%
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Divisions (all figures as % share of total)

Ferinject Revenues FY18E CHF 504 (33%)

Description Vifor's main product is Ferinject, which is owned by a 100% by the Group. It is used to treat iron
deficiency. The advantage over oral iron is that Ferinject is injected into the blood and hence
larger quantities of iron can be delivered in one shot.

Drivers Growth: Increasing awareness of iron deficiency.

Profitability: Volumes are the main driver. Lower costs for clinical trials in the future will also
improve profitability

Market shares >50% market share in i.v. iron
Competitors Sanofi (Ferrlecit), PharmaCosmos (Monofer, Cosmofer), AMAG Pharmaceuticals (FeraHeme)
Customers Hospitals, Physicians

Suppliers n.a.
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DCF valuation

Explicit forecast period Transition period Terminal
DCF/EVA valuation 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E
Invested capital (average) CHF mns 3,098 3,037 2,954 2,881 2,827 2,801 2,792 2,799 2,821 2,838
ROIC % 5.5 9.1 15.6 215 25.0 28.0 29.0 30.0 31.0 31.4
ROIC-WACC % -0.1 3.2 9.5 15.1 18.3 211 21.9 22.7 235 23.6
Economic profit (EVA) CHF mns -2.20 98.3 279 435 518 592 612 635 662 671
Discounted EVA CHF mns -2.12 89.3 238 346 383 405 387 369 352 326
NWC intensity % 14.1 12.4 11.4 10.1 10.1 10.1 10.1 10.0 10.0 10.0
Implied P&L and FCF 2018E  2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E
Revenues CHF mns 1,564 1,820 2,086 2,329 2,573 2,830 3,099 3,378 3,665 3,739
Revenues growth % 9.1 16.3 14.6 11.7 10.5 10.0 9.5 9.0 8.5 2.0
EBIT CHF mns 215 347 577 757 862 956 988 1,024 1,066 1,087
EBIT margin % 13.7 19.0 27.7 325 335 33.8 31.9 30.3 29.1 29.1
Tax rate % 20.0 20.0 20.0 18.0 18.0 18.0 18.0 18.0 18.0 18.0
NOPLAT (Invested capital * ROIC) CHF mns 172 277 461 620 707 784 810 840 874 891
Depreciation CHF mns 141 162 161 153 149 141 135 131 128 130
Other non-cash items CHF mns 39.2 59.7 25.8 54.0 54.0 54.0 54.0 54.0 54.0 54.0
Change in NWC CHF mns -3.17 -4.02 -12.0 1.58 -24.3 -25.5 -26.6 -27.5 -28.2 -6.72
Capex CHF mns -56.4 -66.2 -76.4 -81.0 -89.5 -98.5 -108 -118 -128 -130
FCF to the firm CHF mns 293 429 560 748 796 855 864 879 900 938
Discounted FCF CHF mns 191 390 477 594 589 586 547 511 479 455
Weighted cost of capital 2018E  2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E
Cost of equity % 5.6 5.9 6.2 6.4 6.7 6.9 7.1 7.3 75 7.8
After-tax cost of debt % 3.2 3.3 35 3.7 3.8 3.8 3.9 4.0 4.0 4.1
Market cap/EV % 100 100 100 100 100 100 100 100 100 100
WACC % 5.6 5.9 6.2 6.4 6.7 6.9 7.1 7.3 7.5 7.8
Net present value (NPV) 2018E Sensitivity analysis for NPV per share (avg. WACC vs. term. EBIT margin)
Explicit and transition period FCF CHFmns 4,364 A 6.3% 6.8% 7.3% 7.8% 8.3% 8.8% 9.3%
Discounted cont. value of FCF CHF mns 6,587 26.1% 188 167 150 136 124 113 105
Terminal value as % of EV % 60.1 27.1% 193 171 154 139 127 116 107
Terminal rev. growth assumption % 2.0 28.1% 198 176 157 142 130 119 109
Enterprise value (EV) CHF mns 10,951 29.1% 203 180 161 146 133 122 112
Net debt CHF mns -169 30.1% 209 185 165 149 136 124 114
Minorities CHF mns 1,624 31.1% 214 189 169 153 139 127 117
Associates CHF mns 0.00 32.1% 219 194 173 156 142 130 119
Other adjustments to EV CHF mns -136
Implied market cap CHF mns 9,631
Equivalent total # of listed shares mns 64.8
Reporting currency to CHF rate X 1.00
ls\lr?;r%resent value (NPV) per CHE 149
NPV per share 12 months CHE 157

forward
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Financials

Income Statement 2012 2013 2014 2015 2016 2017 2018E 2019E
Revenues CHF mns 3,294 3,359 3,416 3,792 4,118 1,434 1,564 1,820
Gross profit CHF mns 1,466 1,485 1,486 1,612 1,783 916 1,022 1,211
Total operating expenses CHF mns -1,041 -1,019 -1,039 -1,074 -1,293 -782 -807 -864
EBITDA CHF mns 426 466 447 537 489 280 356 509
Depreciation of tangible assets CHF mns -55.1 -56.2 -58.2 -59.0 -62.5 -31.7 -33.2 -37.9
EBITA CHF mns 371 410 389 478 427 NA NA NA
Amortization of intangibles CHF mns -20.9 -19.5 -18.4 -27.6 -65.1 -114 -108 -124
Impairment and amortization of goodwill CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
EBIT CHF mns 350 391 370 451 362 134 215 347
Total operating one-off items CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Adjusted EBIT CHF mns 350 391 370 451 362 134 215 347
Net financial result CHF mns -31.0 -29.9 -16.7 -25.2 -30.7 -8.70 -1.67 -2.71
Extraordinary result CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Pretax profit CHF mns 321 363 357 429 336 126 213 344
Taxes CHF mns -46.4 -28.4 -45.3 -59.0 -11.8 -1.60 -2.13 -6.88
Group net profit CHF mns 275 335 312 370 324 124 211 337
Minority interests CHF mns -21.3 -38.7 -27.5 -68.9 -80.1 -89.9 -90.2 -113
Shareholders' net profit CHF mns 253 296 284 301 244 59.1 121 224
Total one-off items CHF mns 20.9 -24.8 18.4 27.6 65.1 139 108 124
Adjusted net profit CHF mns 274 271 303 329 309 198 229 348
Growth 2012 2013 2014 2015 2016 2017 2018E 2019E
Revenues % 3.4 2.0 1.7 11.0 8.6 -65.2 9.1 16.3
Organic revenues % 2.8 18 17 7.0 9.4 33 13.2 17.3
Gross profit % 7.2 13 0.1 8.5 10.6 -48.6 11.6 18.5
EBITDA % 6.6 9.5 -4.2 20.3 -9.0 -42.7 27.1 42.9
EBIT % 6.9 11.7 -5.2 21.8 -19.8 -62.9 60.0 61.3
Net profit % 13.6 16.8 -4.0 5.8 -19.1 -75.7 104.6 84.9
Net profit adjusted % 13.3 -1.1 11.6 8.5 -6.1 -35.7 15.4 52.0
Margin analysis 2012 2013 2014 2015 2016 2017 2018E 2019E
Gross margin % 44.5 44.2 43.5 42.5 43.3 63.9 65.4 66.6
EBITDA margin % 12.9 13.9 13.1 14.2 11.9 19.6 22.8 28.0
EBITA margin % 11.2 12.2 11.4 12.6 10.4 NA NA NA
EBIT margin % 10.6 11.6 10.8 11.9 8.8 9.4 13.7 19.0
Adjusted EBIT margin % 10.6 11.6 10.8 11.9 8.8 9.4 13.7 19.0
Tax rate % 14.4 7.8 12.7 13.7 3.5 1.3 1.0 2.0
Net profit margin % 7.7 8.8 8.3 7.9 5.9 4.1 7.7 12.3
Adjusted net profit margin % 8.3 8.1 8.9 8.7 7.5 13.8 14.6 19.1

Revenues by product 2018E Revenues by ownership 2018E
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W 32 2% Ferinject
6.3% Veltassa USA/Japan
0.6% Veltassa Europe

I 7.2% Venofer

M 25.0% Mircera

M 27 7% others

Vontobel

W 61.5% Vifor
38.5% JV with FMC
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Balance Sheet 2012 2013 2014 2015 2016 2017 2018E 2019E
Cash and cash equivalents CHF mns 348 216 239 422 181 425 538 837
Marketable securities CHF mns 8.96 0.39 0.00 0.25 2.14 1.50 1.50 1.50
Inventories CHF mns 341 353 376 384 432 232 258 303
Accounts receivable CHF mns 633 634 688 615 773 435 450 489
Prepayment and accrued income CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other current assets CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total current assets CHF mns 1,331 1,203 1,302 1,422 1,389 1,094 1,248 1,630
Tangible assets CHF mns 477 479 441 450 475 246 269 297
Other intangible assets CHF mns 1,252 1,261 1,285 1,601 3,403 2,651 2,593 2,469
Goodwill CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Financial assets CHF mns 65.7 84.8 135 126 121 136 136 136
Other non-current assets CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total non-current assets CHF mns 1816 1866 1906 2218 4043 3032 2998 2901
Total assets CHF mns 3,147 3,069 3,208 3,640 5,432 4,126 4,245 4,532
Accounts payable CHF mns 395 402 407 444 511 174 187 215
Short-term interest-bearing debt CHF mns 283 115 108 145 1,829 140 140 140
Accrued expenses and deferred income CHF mns 242 233 170 215 297 275 300 352
Other current liabilities/provisions CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total current liabilities CHF mns 920 750 685 804 2,637 589 627 706
Long-term interest-bearing debt CHF mns 755 632 608 669 275 155 155 155
Pension liabilities (long-term portion) CHF mns 0.00 53.6 79.8 101 65.9 7.80 7.80 7.80
Other non-current liabilities CHF mns 74.0 73.9 80.6 86.4 151 41.8 41.8 41.8
Provisions CHF mns 20.1 4.60 4.38 4.15 1.38 0.20 0.20 0.20
Total non-current liabilities CHF mns 849 764 773 860 493 205 205 205
Total liabilities CHF mns 1,769 1,514 1,458 1,664 3,130 793 832 911
Total interest-bearing debt CHF mns 1,038 747 716 814 2,105 294 294 294
Ordinary share capital CHF mns 257 257 257 257 259 260 25.9 259
Share premium & retained earnings CHF mns 1,089 1,249 1,455 1,622 1,865 2,813 3,128 3,102
Shareholders' equity CHF mns 1,346 1,506 1,712 1,879 2,124 3,073 3,154 3,361
Minority interests CHF mns 32.3 49.4 38.1 97.1 177 259 259 259
Group equity CHF mns 1,378 1,555 1,750 1,976 2,301 3,332 3,414 3,621
Total liabilities and equity CHF mns 3,147 3,069 3,208 3,640 5,432 4,126 4,245 4,532
Balance sheet analysis 2012 2013 2014 2015 2016 2017 2018E 2019E
Net working capital (NWC) CHF mns 337 352 487 340 398 218 221 225
NW(Cl/revenues % 9.0 10.3 12.3 10.9 9.0 21.5 14.0 12.2
NW(Cltotal assets % 10.7 11.5 15.2 9.3 7.3 5.3 5.2 5.0
Inventory days days 57 58 61 59 60 234 165 168
Receivables days days 67 69 71 63 62 154 103 94
Payables days days 76 67 68 67 70 242 122 121
Net debt (+) / net cash (-) CHF mns 681 531 477 391 1,921 -132 -245 -544
Equity/total assets % 43.8 50.7 54.6 54.3 42.4 80.8 80.4 79.9
Net debt/equity (gearing) % 49.4 34.2 27.3 19.8 83.5 -4.0 -7.2 -15.0

Net debt/EBITDA X 1.6 11 11 0.7 3.9 -0.5 -0.7 -1.1
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Cash flow statement 2012 2013 2014 2015 2016 2017 2018E 2019E
Group profit CHF mns 275 335 312 370 324 124 211 337
Depreciation + Amortization CHF mns 76.1 75.7 76.6 86.6 128 146 141 162
Goodwill impairment CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Non-cash financial income (-)/expenses (+) CHF mns 33.6 -32.3 7.42 50.9 3.86 -65.0 0.00 0.00
Inc. (+)/decr.(-) in deferred taxes CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Inc. (+)/decr.(-) in pension provisions CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Inc. (+)/decr.(-) in other provisions CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Other non-cash changes/adjustments CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Operation cash flow (before chng in NWC) CHF mns 384 378 396 508 455 205 352 499
Inc. (-)/decr. (+) in NWC CHF mns -92.7 -49.2 -40.2 14.7 -190 -145 -3.17 -4.02
CF from operating activities CHF mns 292 329 356 522 266 60.3 349 495
Capex CHF mns -52.0 -50.0 -50.9 -68.5 -74.1 -49.8 -56.4 -66.2
Operating free cash flow (FCF) CHF mns 240 279 305 454 192 10.5 293 429
Invest.(-)/disp.(+) of tang./intang. CHF mns 3.41 -68.4 -10.0 -129 -207 -38.1 -50.0 0.00
Invest.(-)/disp.(+) of associates CHF mns 2.96 -16.8 -0.05 -4.72 -0.53 -0.70 0.00 0.00
Invest.(-)/disp.(+) of non-core assets CHF mns 0.00 -23.1 -96.6 37.7 -5.88 2,188 0.00 0.00
Acquisitions CHF mns 0.00 0.00 0.00 0.00 -1,254 0.00 0.00 0.00
Other adjustments CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
CF from investing activities CHF mns -45.6 -158 -158 -165 -1,542 2,099 -106 -66.2
Proceeds from issue of share capitals CHF mns -7.97 -13.9 -5.92 -10.2 -8.32 3.90 0.00 0.00
Disposal (+)/ purchase (-) of shares CHF mns 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Inc. (+)/decr. (-) in equity CHF mns -7.97 -13.9 -5.92 -10.2 -8.32 3.90 0.00 0.00
Dividend paid CHF mns -92.6 -92.6 -129 -102 -117 -130 -130 -130
Inc. (+)/decr.(-) in interest bearing debt CHF mns -136 -246 -39.9 -60.6 1,168 -1,790 0.00 0.00
Other adjustments CHF mns -0.69 -0.19 0.00 0.00 0.00 0.00 0.00 0.00
CF from financing activities CHF mns -237 -353 -175 -173 1,043 -1,916 -130 -130
Translation impact CHF mns 0.03 0.07 0.01 -0.44 -0.03 0.50 0.00 0.00
Inc. (+)/decr. (-) in cash CHF mns 9.23 -182 22.9 184 -234 244 113 299
Cash flow analysis 2012 2013 2014 2015 2016 2017 2018E 2019E
Operating cash flow margin % 8.9 9.8 10.4 13.8 6.5 4.2 22.3 27.2
Capex/revenues % 1.6 15 15 1.8 18 35 3.6 3.6

Capex/depreciation % 68.4 66.1 66.4 79.1 58.1 34.1 39.9 40.8
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Price 2012 2013 2014 2015 2016 2017 2018E 2019E
Price (year-end or current) CHF 53.05 89.80 79.20 157.40 114.90 124.90 156.45 156.45
High CHF 62.20 91.40 95.65 160.00 157.40 129.70 160.75 NA
Low CHF 48.05 53.05 72.85 71.60 96.30 94.60 125.05 NA
Average basic shares outstanding ('000) 64,620 64,787 64,776 64,793 64,767 64,810 64,810 64,810
Year-end basic shares outstanding ('000) 64,241 64,241 64,241 64,241 64,793 64,977 64,810 64,810
Average fully diluted shares ('000) 64,241 64,908 64,880 64,906 64,867 64,918 64,918 64,918
Market capitalization CHF mns 3,408 5,769 5,088 10,111 7,445 8,116 10,140 10,140
Enterprise value CHF mns 4,249 6,865 5,858 11,556 10,603 9,466 11,383 11,502
Per-share data 2012 2013 2014 2015 2016 2017 2018E 2019E
EPS (reported) CHF 3.92 457 4.39 4.65 3.76 0.91 1.87 3.45
EPS (adjusted) CHF 4.27 4.18 4.67 5.06 4.76 3.06 3.53 5.36
FCF CHF 3.71 4.31 4.71 7.00 2.96 0.16 452 6.62
Net cash (+) / net debt (-) CHF -10.6 -8.27 -7.43 -6.09 -29.7 2.04 3.78 8.40
BVPS (reported) CHF 20.9 23.4 26.7 29.3 32.8 47.3 48.7 51.9
Dividend CHF 1.10 1.40 1.50 1.80 2.00 2.00 2.00 2.00
Payout ratio % 28.0 30.6 34.2 38.7 53.2 219 107 58.0
Valuation 2012 2013 2014 2015 2016 2017 2018E 2019E
P/E (reported) X 13.5 19.6 18.0 33.9 30.5 137 83.9 45.4
P/E (adjusted) X 12.4 21.5 17.0 31.1 24.1 40.9 44.4 29.2
P/Op. free cash flow X 14.3 20.8 16.8 225 38.9 771 34.6 23.6
P/Book (reported) X 2.53 3.83 2.97 5.38 3.50 2.64 3.21 3.02
EV/Sales X 1.29 2.04 1.71 3.05 2.57 6.60 7.28 6.32
EV/EBITDA X 9.98 14.7 13.1 215 21.7 33.8 32.0 22.6
EV/EBIT X 12.2 17.6 15.8 25.6 29.3 70.5 53.0 33.2
EV/Op. free cash flow X 17.7 24.6 19.2 255 55.4 902 38.9 26.8
EV/Equity free cash flow X 17.3 40.2 29.5 32.3 -8.31 4.38 46.9 26.8
EV/Invested Capital X 2.06 3.28 2.65 4.83 2.48 3.04 3.69 3.85
FCF yield % 7.03 4.84 5.99 4.49 2.57 0.13 2.89 4.23
Dividend yield % 2.07 1.56 1.89 1.14 1.74 1.60 1.28 1.28
Profitability ratios & ROIC 2012 2013 2014 2015 2016 2017 2018E 2019E
Average invested capital CHF mns 2,038 2,079 2,153 2,303 3,334 3,695 3,098 3,037
NOPLAT CHF mns 280 312 296 361 289 107 172 277
Economic profit (EVA) CHF mns 60.1 88.4 64.2 113 -70.0 -291 -162 -49.9
ROIC % 13.7 15.0 13.8 15.7 8.7 2.9 5.5 9.1
ROE % 20.3 20.8 17.7 16.8 12.2 2.3 3.9 6.9
ROA % 8.8 10.8 9.9 10.8 7.1 2.6 5.0 7.7
Enterprise value 2012 2013 2014 2015 2016 2017 2018E 2019E
Market capitalization CHF mns 3,408 5,769 5,088 10,111 7,445 8,116 10,140 10,140
Net Debt (+) / net cash (-) CHF mns 681 531 477 391 1,921 -132 -245 -544
Value of minorities CHF mns 256 696 496 1,241 1,442 1,618 1,624 2,043
Value of associates CHF mns -30.8 -46.8 -68.2 -62.2 -84.5 0.00 0.00 0.00
Other adjustments for EV calculation CHF mns -65.7 -84.8 -135 -126 -121 -136 -136 -136

Enterprise value CHF mns 4,249 6,865 5,858 11,556 10,603 9,466 11,383 11,502
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Disclaimer & Disclosures — Equity Research

1. Analyst declaration

This Vontobel Report has been produced by the organizational unit responsible for investment research (Research unit, sell-side analysis) of Bank Vontobel AG. Bank Vontobel AG
is subject to supervision by the Swiss Financial Market Supervisory Authority (FINMA). The authors listed on page 1 confirm that this report gives a complete and precise reflection of
their opinion of the analysed company and that they have neither directly nor indirectly received compensation for their assessment or opinion. The compensation of the authors of
this report is not directly related to the investment banking volume generated between Vontobel Group and the analysed company.

The author(s) of this document owns securities in the analysed companies: None

The document was not submitted to the analysed companies before publication or distribution

2. Disclosure of conflicts of interest

As an internationally active company, Vontobel Group is subject to a number of provisions in drawing up and distributing its investment research documents. The maker and
distributors of this financial analysis point out the following potential conflicts of interests: The author and its associated companies

- will or are attempting to generate investment banking business with the analysed companies within the next three months,

- conduct transactions with securities of the analysed companies from time to time

- have participated in capital market transactions/the issue of securities of the following analysed companies in the last 12 months: None

- have been active as Market Maker in equities of the following analysed companies in the last 12 months: None

- have provided other publicly known Investment Banking services for the following companies mentioned in this report in the last 12 months: None
- have received compensation for products and services outside Investment Banking from the following analysed companies: None

- hold mandatory disclosable (%) of the voting rights of the following analysed companies: None

- have executives who are members of the board of the analysed companies: None and

- have executives who are members of the board of Bank Vontobel AG or affiliated companies: None

- have no significant financial interest in the analysed companies and

- have reached no agreement with the analysed companies regarding this financial analysis.

3. Research rating history
The Ratings and/or Rating Outlook of the analysed companies were last changed as follows:
Vifor[VIFN.S] was last changed from Restricted to Hold on 02-06-17

4. Global rating breakdown

VT Research universe VT Research universe Share of VT IB clients in rating category

No. As % As %
Buy 34 31 21
Hold 73 67 26
Reduce 2 2 0

The table above is revised at the beginning of each quarter, i.e. it currently reflects the status as at 31 March 2018.

5. Rating plotter charts
The data used for the share price and/or price target chart may have to be adjusted to reflect corporate actions undertaken by the company.

Not Rated: Currently Restricted, Suspended Coverage, or no rating assigned to company due to e.g. advising of analysed company in a capital market transaction, temporary
suspension of analyst coverage or a similar reason.
Vifor[VIFN.S] on 03-06-18
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For company specific disclosures, such as Research rating history or Rating plotter charts, please refer to the most recent company specific information provided by Bank Vontobel
under "https://research.vontobel.com/en/disclaimers/companies” and/or contact Bank Vontobel for further information.

6. Methodology/Rating system

Bank Vontobel’s financial analysts apply a variety of valuation methodologies (e.g. DCF and EVA modelling, 'sum-of-the-parts’, break-up and event-related analysis, peer group and
market multiple comparisons) to their own financial projections for the companies they cover. Overall, our investment recommendations take into consideration an assessment of the
company in its entirety and of the sector to which it belongs ("bottom-up approach”). Price target calculation is based on a number of factors, observations and assumptions,
including but not limited to: key business performance indicators and ratios, public and private valuation multiples, comparison with one or more peer groups of comparable
companies, overall equity market valuations, and with the company's own history and track record.

The stock recommendations published by Vontobel's research team are defined as follows:

Rating Definition

Large Cap SLI Index (incl. tolerance)/non-Swiss stocks of similar market capitalisation
Buy Price target (when set) implies 10% or more upside on a 12-month horizon
Hold Price target (when set) implies 0-10% upside on a 12-month horizon
Reduce Price target (when set) implies downside on a 12-month horizon

Mid & small cap

Other Swiss stocks/non-Swiss stocks of similar market capitalisation

Buy Price target (when set) implies 15% or more upside on a 12-month horizon
Hold Price target (when set) implies 0-15% upside on a 12-month horizon
Reduce Price target (when set) downside on a 12-month horizon

Restricted Coverage is temporarily restricted (no price target)

Suspended Coverage

Coverage is temporarily suspended (no price target)
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Analysts are required to review their recommendations under the following conditions:

Buy: When upside to price target falls below 5% (all caps).

Hold: When upside to price target reaches or exceeds 15% for large caps or 20% for mid & small cap;

when downside to price target reaches or exceeds 5% (all caps).

Reduce: When upside to price target reaches or exceeds 5% (all caps).

We reserve the right to waive repeated changes of recommendation during periods of unusually high equity market or specific stock price volatility

The use of the valuation methods does not rule out the risk that the stock fails to achieve the "fair value" within the projected period. Numerous factors influence share price
performance. Unforeseen changes can arise from the emergence of competitive pressure, from a change in demand for the products of an issuer, technological development, from
macroeconomic activity, exchange rate fluctuation or from a shift in society’s moral concept. Changes in taxation law or supervisory regulations can often have a grave, unforeseen
impact. This discourse on valuation methods and risk factors does not claim completeness.

For more information on our methodology and rating system see www.vontobel.ch.

7. Disclaimer & Sources

Although Vontobel Group believes that the information provided in this document is based on reliable sources, it cannot assume responsibility for the quality, correctness, timeliness
or completeness of the information contained in this report

This research report is for information purposes only and does not constitute a solicitation to invest or investment advice. This report has been written without regard for the financial
interests of individual recipients. The author maintains the right to change and/or revoke all opinions expressed in this report at any time. The author also points out that the
statements contained in this report are on no account to be considered as advice on tax, accounting, legal or investment matters.

The author neither guarantees that the equities discussed in this report are accessible to recipients nor that they are suitable for them. This research report has been produced for
institutional investors only.

If non-institutional investors receive this report it is recommended they seek advice from an asset manager or investment advisor prior to making an investment decision.

The maker of this report does not regard recipients of this report as clients if there are no other business or contractual relations.

No part of this material may be reproduced or duplicated in any form, by any means, or redistributed, without acknowledgement of source and prior written consent from Vontobel
Research.

Bank Vontobel AG has taken internal organisational measures to prevent potential or, if unavoidable, to disclose existing conflicts of interest. For more details on handling conflicts of
interest and maintaining the independence of financial analysis as well as other disclosures relating to the recommendations of Bank Vontobel AG, see www.vontobel.com

Unless otherwise indicated, the source of the data presented in the tables/graphs of this report is “Vontobel Equity Research”. “Company data” refers to company-specific sources of
information such as annual/interim reports or press releases.

8. Country-specific guidelines and information

This research report may not be distributed to persons whose nationality or domicile do not permit the distribution of this report or where a special license is required, unless the
author or distributor already has such a license. With the exception of the special distribution channels listed below, this report is distributed by the company on the front page.

Additional information for US institutional clients

In the United States of America, this publication is being distributed solely to persons that qualify as "major US institutional investors" under SEC Rule 15a-6. Vontobel Securities,
Inc. accepts responsibility for the content of reports prepared by its non-US affiliate when distributed to US institutional investors. US investors who wish to effect any transaction in
securities mentioned in this report should do so with Vontobel Securities, Inc. at the address hereafter and not with Bank Vontobel AG: Vontobel Securities, Inc., 1540 Broadway,
38th Floor, New York, NY 10036, Tel: 1 212 792 5820, fax: 1 212 792 5832, e-mail: vonsecny@vonsec.com

Vontobel Securities Inc. New York, with headquarters at Vontobel Securities AG, Gotthardstrasse 43, 8022 Zurich, Tel +41 (0)58 76 17, Fax +41 (0)58 283 76 49, is a broker-dealer
registered with the Securities and Exchange Commission and a member of the Financial Industry Regulatory Authority (FINRA). Bank Vontobel Zurich is a foreign broker dealer
which is not delivering services into the USA except for those allowed under the exemption of SEC Rule 15a-6.

Additional information for UK clients

Bank Vontobel AG is a company limited by shares with a Swiss Banking license which has no permanent place of business in the UK and which is not regulated under the Financial
Services and Markets Act 2000. The protections provided by the UK regulatory system will not be applicable to the recipients of any information or documentation provided by Bank
Vontobel AG and compensation under the Financial Services Compensation Scheme will not be available. However, as regards distribution of this research document by Bank
Vontobel Europe AG, London Branch, Third Floor, 22 Sackville Street, W1S 3DN London, Great Britain, Bank Vontobel Europe AG possesses the required permission by the
Financial Services Authority and the Prudential Regulation Authority and is subject to these authorities supervision.

Past performance is not a guide to the future. The price of securities may go down as well as up and as a result investors may not get back the amount originally invested. Changes
in the exchange rates may cause the value of investments to go down or up. Any literature, documentation or information provided is directed solely at persons we reasonably
believe to be investment professionals. All such communications and the activity to which they relate are available only to such investment professionals; any activity arising from
such communications will only be engaged in with investment professionals. Persons who do not have professional experience in matters relating to investments should not rely
upon such communications. Any contact with analysts, brokers or other employees of Bank Vontobel AG must be directed with Bank Vontobel AG directly and not through offices or
employees of Vontobel Group affiliates in London/UK.

Information for clients in Germany

Bank Vontobel Europe AG, Cologne Branch, Auf dem Berlich 1, D-50667 Cologne is responsible for distribution within the meaning of § 34b the German Securities Trading Act
(WpHG), § 7 the Ordinance on the Analysis of Financial Instruments (FinAnV). Bank Vontobel Europe AG is authorised and regulated by the Federal Financial Supervisory Authority
(BaFin), Graurheindorfer Strasse 108, D-53117 Bonn. The Vontobel employees responsible for the distribution of investment research are subject to the respective valid legally and
regulatorily required compliance regulations. In particular, measures have been implemented to prevent conflicts of interest (e.g. regulating the exchange of information with other
employees, ensuring the independence of remuneration of relevant employees, preventing undue influence on these employees, ensuring compliance with guidelines for employee
transactions etc.). Adherence to the respective compliance regulations and organizational instructions is monitored by Compliance offices.



