A Work Project, presented as part of the requirements for the Award of a Master Degree in Economics / Finance /
Management from the NOVA — School of Business and Economics.

Gerresheimer Equity Research Report — Part 2

Paul Becker (53647)

A Project carried out on the Master in Finance Program, under the supervision of:

Camillo Riva

December 20, 2023



Abstract

This report is part of a comprehensive equity research report on Gerresheimer AG, a company specializing
in pharmaceutical packaging and drug delivery devices. This part of the report examines the company's
current financial performance over the last five years. The report also forecasts future sales and estimates
total sales of €3,901m in 2030.The report also analyses margin trends with a view to future profitability. In
addition, a forecast of various balance sheet items such as property, plant and equipment, net working
capital and intangible assets is provided. This is followed by a derivation of the future cash flows and the
capital structure to determine the leverage ratio. The report calculates the cost of capital and uses the
adjusted present value method to estimate the enterprise value (€ 6,380 million) and target share price (€
148.14). The report concludes with a sensitivity analysis using the Monte Carlo simulation.
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This report is part of the joint report (annexed), developed by Paul Becker and Jan Felix Heinzelmann
and should be read has an integral part of it.
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Introduction

This analysis is part of a joint equity research report on the valuation of the shares of Gerresheimer
AG, a company that manufactures pharmaceutical packaging and drug delivery devices. The
report contains a recommendation based on an in-depth analysis of the company.

The joint report begins with a brief overview of the company, followed by an analysis of the
macroeconomic situation and Gerresheimer's market environment, including an assessment of the
individual market segments in which the company operates and the relevant competitors. This is
followed by a discussion of the current economic situation. The next step is a forecast of sales and
profitability as well as other balance sheet and cash flow items based on analyses of the segments
and the company's economic environment. Based on these forecasts, a valuation is performed
using the APV method, which is checked for plausibility using sensitivity analyses and multiple
valuations. After a brief discussion of the relevant risks and ESG factors, the result of the analysis
is a BUY recommendation for Gerresheimer shares.

This part makes a significant contribution to the joint report by making the forecast and assessment
via APV method. It contains sections on the historical financial development of the company, the
forecasts of the businesses and their drivers and the analysis and valuation of the company using
the APV method. The joint report is annexed.

Current financial performance

As a company that is mainly active in the non-cyclical pharmaceutical sector, Gerresheimer has
had comparatively few problems with its economic situation during the coronavirus pandemic. In
particular, the production of ampoules for vaccines has provided a stable economic basis in 2021.
However, sales growth has consistently been in the single-digit range (between 1.4% to 5.6%)

since 2019 and only reached a significant outlier of 21.3% in 2022. The majority of the increase

" in sales in 2022 was due to increases in sourcing and material prices being passed on to

customers, as well as increased demand for complex and therefore more expensive products in
all segments. Plastics & Devices is Gerresheimer's largest segment, having grown from €750mn
to €938mn over the last five years, corresponding to a CAGR of 5.8%, while the Primary
Packaging glass segment grew by 9.4% over the same period, rising from €605mn to €867mn.
The Advanced Technology segment was newly established in 2018 and has not yet recorded any
relevant sales. Revenue amounted to €13mn in 2018 and €12mn in 2022. However, this segment
was also set back by the customer cancellation of an order for micro pumps in 2019, resulting in

total revenue of €17.3mn being cancelled.

In contrast to sales growth, profitability has remained relatively stable. At 19.8% in 2022, the
EBITDA margin has decreased by 0.4%p compared to 2021. However, with a margin range of
19.8% to 28.5% and an average margin of 22.3% over the last five years, it can be said that
Gerresheimer has been consistently profitable and outperforms its peers (peer average margin
of 20.1% over the last five years). Within the two relevant segments (Plastics & Devices and
Primary Packaging Glass), the EBITDA margin has fluctuated slightly in recent years, but has
remained fairly constant overall. In the Plastics & Devices segment, the margin fell slightly by
2.4%p and in the Primary Packaging Glass segment only marginally by 0.4%p over the last five
years. Plastics & Devices has a higher profitability (average margin of 26.2%) compared to the
Glass segment (average margin of 19.8%), which is due to higher product margins in the devices

products. In contrast, the margin in the Advanced Technologies segment is still highly volatile and
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We estimate revenue to
reach €3,901mn in 2030.

has been clearly negative for the last years. This is due to the fact that the segment is still very
new and developing. The overall EBIT margin has fallen from 10.5% to 10.3% in 2022. In previous
years, the margin was in the range of 9.1% to 11.0%, which corresponds to an average of 10.6%.
In terms of EBIT, Gerresheimer is very close to its peers, which have an average EBIT margin of
10.5% in the same period. An analysis at segment level is not possible due to a lack of
information. Regarding profitability, the ROIC can also be considered, which has been between

5.3% and 6.2% in recent years, with an average value of 5.7%.

The relatively high historical free cash flow in 2019 is an exception and due to the reclassification
of promissory notes, which increased other current liabilities. In 2020 and 2021, free cash flows
are negative as the change in other current liabilities disappears in 2020 and investments in PP&E
increase significantly from 2021 onwards. The sharp decrease in 2022 is partly due to an
investment of €129.0mn in derivatives to hedge possible energy price developments which we

consider non-recurring and increased investments in the expansion of production sites.

As a consequence of the time when Gerresheimer was owned by a private equity fund, the
company continues to carry a comparatively high debt burden. The book value debt to equity ratio
in 2022 was 0.96x, which already represents a significant improvement compared to the two
previous years (1.17x and 1.10x). The ratio of debt to EBITDA, which Gerresheimer uses to
manage its debt, was 3.4x in 2022. We discuss this in more detail in the capital structure section.
Compared to the peer group, the book value debt to equity ratio is within a reasonable range, as
the median of the peer group is 0.89x, although Gerresheimer's debt to EBITDA ratio is well above
the peer group median of 1.89x. In view of Gerresheimer's stated goal of reducing debt in relation
to EBITDA, there is thus no warning signal, especially as the 2020 interest coverage ratio of 6.7x
is not significantly below the peer group median value of 8.4x. When analyzing liquidity, it is
noticeable that Gerresheimer's performance is somewhat below average of its peer group. The
median of the cash, quick and current ratios have been smaller in comparison with the peers over
the last five years, which could indicate possible future difficulties regarding repayment of current
liabilities.

For 2023, we expect Gerresheimer’s revenue to grow by 13.8%, with growth of 11.6% year-on-

year in the first three quarters, and a slight improvement of 1.0%p in the EBITDA margin.

Business forecast and key drivers

Revenue forecast

Gerresheimer's revenue streams are divided into three different segments: Advanced
Technologies, Plastics & Devices and Primary Packaging Glass. While the Advanced
Technologies segment only plays a subordinate role, the two important streams can be
subdivided even further. As sales data is only published at segment level, but very different
product groups are manufactured in the segments, we approached the Investor Relations
department with a request for further information based on our understanding of the different
product groups within the segments. We have based our analysis on information on the share of

sales of the individual product groups below segment level, as shown in Figure 40.

The result of our analysis is a growth expectation in sales from €1,817mn in 2022 to €3,901mn in
2030, reflecting a CAGR of 9.5%, with sales growth slowing to 5.4% by the end of the forecast

period.



Gerresheimer claims to
capture 25% of GLP-1
packaging market,
unfolding revenue
potential between
€153mn (2024) and
€441mn (2030) annually.

Plastics & Devices revenue forecast
(€ mn)

2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV

Devices mPlastics packaging mSyringes W Additional GLP-1 revenue

Figure 19: Plastics and Devices
revenue forecast (€ mn)
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We see the quality of our forecast confirmed in the sales forecast for 2023: As figures for the first
three quarters had already been published by the report date, we calculated sales for the year as
a whole on the basis of a factor that sales in the first three quarters have historically had on the
year as a whole in order to check the plausibility of our forecast based on our analyses. Here, we

find the deviation of only 1.4% confirming the preciseness of our estimates.
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Figure 18: Revenue forecast (€ mn) and growth, Source: Own analysis
Based on our forecast, we see a slowdown compared to the high sales growth in 2022, with high
growth being achieved in 2024 in particular due to GLP-1. In the following years, we see a decline

in growth to a sustainable level of less than 10.0% per year.

Plastics and Devices - GLP-1 syringes: In order to understand Gerresheimer's role in the
market for GLP-1 drugs, we interviewed a manager from the Investor Relations department who
explained the company's positioning to us. Through long-term contracts with Novo Nordisk and
Eli Lilly, whereby a special syringe has even been developed in cooperation with Novo Nordisk,
Gerresheimer holds a market share of 25.0% for the products currently and soon to be launched.
As Gerresheimer plays a pioneering role in the packaging of GLP-1 products in this way, we
expect the company to be able to maintain this market share in the long term, as it is also an
attractive partner for new market participants. According to the company representative,
Gerresheimer's achievable share of the drug revenue is in the usual industry range of 2.0%-4.0%,
whereby we expect an upward trend from the lower end of the range as the pharmaceutical
companies lose negotiating power as market concentration decreases towards the end of the
decade. Based on these insights and our analysis of the GLP-1 market size, we estimate the

revenue from GLP-1 syringes to grow from €153mn in 2024 to €441mn in 2030.

Plastic and Devices - Syringes: BD is by far the largest player in the international market for
syringes with a market share of 60%, with Gerresheimer still among the market participants with
a substantial market share. Based on market volume estimates, we estimate Gerresheimer's
market share at 4.5% in 2023. In our analysis, we have considered the subgroup of syringes for
GLP-1 drugs separately and forecast the greatest growth in the syringe product group. As these
products will account for a large proportion of production capacity in the future, we do not expect
Gerresheimer to be able to substantially expand its market share in the area of syringes for other
drugs and expect growth in line with the market. Based on this, we anticipate a sales volume of
€237mn in 2030, which corresponds to a CAGR of 8.0%. Including the syringes for GLP-1
medication in this calculation results in a combined CAGR of 14.4%, which makes these product

groups the most important growth driver for Gerresheimer.

Plastic and Devices - Devices: In terms of sales volume, the devices sub-segment was the
second most important in the group in 2022, accounting for 25.0% of total sales. In this area,
Gerresheimer primarily manufactures inhalers and injectors, including for diabetes and asthma

patients. We expect this area to continue to be very important in terms of sales volume in the
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future, albeit declining compared to other areas; in 2030, we still expect it to account for 20.2%
of total sales. We assume that Gerresheimer will maintain its current implied share of 23.4% in
the market for inhalers and injectors (in 2030 with a volume of €3,361mn), but will not expand it
significantly. We see two main drivers for this: Firstly, the proportion of diabetes patients who rely
on injectors will decrease with the growth of GLP-1 drugs, as these are administered with
syringes. Secondly, improved products such as smart inhalers and autoinjectors are being
developed in the Advanced Technology segment, which will take market share away from the

solutions currently in use. For 2030, we estimate a sales potential of €787mn.

Plastic and Devices - Plastic packaging: In this sub-segment, drug cans and containers are
produced, with the US being an important target market for Gerresheimer. According to our
estimates, based on a market size of €8,151mn in 2023, Gerresheimer has a market share of
around 5.1% here. Due to Gerresheimer's substantial importance in this comparatively
fragmented market segment, we assume that the company will be able to defend its market share
in the future. Competition in this sub-segment is comparatively fierce, as hardly any innovations
are possible, and high investments are comparatively unattractive due to low margins. For this
reason, we do not expect Gerresheimer to make any efforts to significantly expand its market
share. We expect sales growth in line with the market of 4.1% by 2030, resulting in sales of

€552mn this year.

Primary Packaging Glass - Pharmaceutical glass: The product group with the highest sales in
2022 was products from the pharmaceutical glass segment with a sales volume of €581mn,
representing a 32.0% share of company sales. Gerresheimer captures a large share of the
market, particularly in Europe, where it is the market leader with a share of 19.1%. The main
competitors are Schott Pharma AG and the Stevanato Group, with the latter in particular taking
center stage. Gerresheimer and Stevanato have developed a common standard for vials (for use
in vaccines, for example), which both companies use. As it is essential for customers in the
pharmaceutical sector to rely on several suppliers for the delivery of product packaging to secure
the supply chain stability, it therefore makes sense to purchase products from Stevanato and
Gerresheimer in order to fill both on the same production line. As Gerresheimer is already a
market leader with a corresponding reputation in the market and it is becoming even more
attractive for companies to choose Gerresheimer as a supplier for vials, we assume that
Gerresheimer's position in the market will continue to improve. Accordingly, we expect the market

share to increase to 25.0% by 2030. Based on this, we expect sales of €1,324mn in 2030.

Primary Packaging Glass - Cosmetic glass: Glass packaging for the cosmetics industry
(primarily jars for creams and flacons for perfume) contributed 12.0% of the company's sales in
2022 with sales of around €218mn. We do not see cosmetic glass as a core product of
Gerresheimer and therefore do not expect the company to make any major efforts to gain
significant market share, especially as the business is not as high-margin as other areas of
business. On the other hand, the company will continue to pursue the business as it offers the
opportunity to participate in the growth of the luxury products market. The market for glass
packaging for beauty products is expected to grow by 2.4%-2.5% p.a. over the next few years.
As we assume a relatively constant market share, we expect Gerresheimer's sales in this sub-

segment to grow at the same rate and therefore expect sales to increase to €284mn in 2030.

Primary Packaging Glass - Food and beverage: Historically, the production of glass containers
for the food and beverage industry has formed the basis of Gerresheimer's business model. It

was not until the 1990s that a strategic shift towards pharmaceutical products took place; today,
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products from the food and beverage group only play a subordinate role. Essentially, these
products are used to utilize free-standing capacities. The operation of furnaces for glass
processing is very energy-intensive, especially the heating, so that it makes no economic sense
to ever let the furnaces cool down. Instead, they are operated around the clock all year round. As
the production of core products does not require the entire capacity, Gerresheimer uses products
from the food and beverage industry to utilize idle times to generate revenue.

In 2022, these products accounted for 7.8% of sales in the Primary Packaging Glass segment.
As Gerresheimer does not plan to expand in the food and beverage business, but on the other
hand it is necessary to maintain slight overcapacities and the permanent operation of the furnaces
is unavoidable, we assume that this share will remain relatively constant. On this basis, we expect

sales of €135mn in this product group in 2030.

Advanced Technologies: In this segment, Gerresheimer develops innovative solutions for
patient care based on the products of other segments. In 2023, the segment's only revenue-
generating product is an autoinjector that enables controlled drug delivery without human
intervention. We expect the autoinjector to generate sales of €35mn in 2023, which corresponds
to a market share of 4.2%. Due to the high pressure to innovate in the market, we conservatively
do not anticipate an increase in market share, but expect growth in line with the market, which

corresponds to 14.0%.

Gerresheimer is also planning to launch a smart inhaler in the Advanced Technologies segment
in 2025, which will be able to analyze a patient's state of health from the air they breathe. Due to
the great uncertainty associated with this market entry, we conservatively expect Gerresheimer
to achieve a market share of 1.0% in the €1,768mn market in 2025 and to expand this to 2.0%
by 2030, which corresponds to a sales volume of €53mn in 2030. Overall, we estimate that the

Advanced Technologies segment will reach sales of €141mn in 2030.
Margin development

The forecast of Gerresheimer's profitability is comparatively complex due to the company's
reporting structure, as only cost of revenue and selling and general administrative expenses are
published at corporate and only revenue and EBITDA at segment level. As the diversity of the
segments and sub-segments requires the highest possible granularity, we develop our margin
expectations at this level based on analyses of the sub-segments and competitors.
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Figure 22: EBITDA (€ mn) and EBITDA margin forecast, Source: Own analysis
As part of its strategic realignment, the company has set an EBITDA margin of 25.0% as its
medium-term target, which we believe is very realistic based on our analyses. According to our
expectations, this target will be achieved in 2028 and we expect the margin to stabilize at 26.6%
in the long term. The growth in the EBITDA margin is primarily driven by a focus on products that
enable a higher margin, the so-called "high value solutions". According to our analyses, we
consider EBITDA of €1,037mn to be realistic for 2030, which reflects a CAGR of 13.4% from
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in 2023 to 26.7% in 2030.

We expect the Primary
Packaging Glass
EBITDA margin to
increase from 20.2% in
2023 to 27.6% in 2030.

2023. We also assume a constant amount of adjustments made to EBITDA on group level, mainly
due to consolidation, as they were present in the past. This is why the group margin is slightly

below the average of the segment margins.

Plastics & Devices: Historically, the Plastics & Devices segment has the highest EBITDA margin
in the company, at 24.7% in 2022. Due to the further shift towards the aforementioned high value
solutions, we expect further growth here. The individual product groups in the segment contribute
differently here. We have no knowledge of Gerresheimer's margin for the devices product group;
here we have based our analysis on Embecta, a spin-off from BD that only manufactures insulin
pumps, which has an EBITDA margin of 29.6%. For syringes, we have used the corresponding
segment margin of BD, which is the market leader in the syringe segment and operates with an
EBITDA margin of 25.1%. We consider both figures to be plausible in light of Gerresheimer's
statement that it operates with an EBITDA margin of between 25.0% and 30.0% for high value
solutions, which includes these product groups. The syringes for GLP-1 drugs are even more
attractive in terms of margins than conventional syringes; we expect the EBITDA margin to grow
from 25.0% in 2024 to 30.0% in 2030, a figure that Gerresheimer's Investor Relations department
has classified as realistic. In mathematical terms, this results in a margin of 20.6% for the plastic
packaging product group, which we consider plausible given the lower degree of complexity. The
margin is therefore still higher than the margins we calculated for glass packaging for food &
beverages, which we also consider plausible as the pharmaceutical sector generally has higher
margins and plastic packaging is also easier to manufacture than comparable products made of
glass.

Due to the shift in sales towards high-margin products within the segment, this results in a slight
increase in the EBITDA margin for Plastics & Devices from 25.6% in 2023 to 26.7% in 2030, with

the segment already operating above the company's margin target.

Primary Packaging Glass: We have estimated the margins of the two product groups cosmetics
and food and beverage by comparing the margins of relevant competitors. We used a margin of
20.1%, which corresponds to that of the market leader Vidrala. We consider this margin to be
plausible, as these products have comparatively low levels of complexity, which is generally
associated with lower margins. We do not expect the margins for either product group to improve
in line with our forecast, as they are not the focus of Gerresheimer. We therefore expect a
constant margin of 20.1% for cosmetic glass and food and beverage over the entire forecast
period.

The focus in the Primary Packaging Glass segment is clearly on products from the pharmaceutical
glass sector, with vials, which are used for vaccines for example, playing the main role. In 2023,
this will result in a margin of 20.3%, although we expect significant improvements in the coming
years. As already mentioned, a joint standard has been created with Stevanato for vials, which is
expected to boost sales. Stevanato currently has an advantage over Gerresheimer in the area of
vials, as the company already sells a significantly larger proportion of ready-to-use (RTU) vials.
For the packaging companies, this has the advantage that a larger part of the value chain remains
with them and this is linked to higher margins. Stevanato currently achieves an EBITDA margin
of 25.3% thanks to the higher proportion of RTU, and we expect Gerresheimer to reach this level
in 2026. As it is currently expected that the RTU share will comprise a large part of vial production
in the long term, we expect the margin to increase further and reach a sustainable level of 30.0%
in 2030.

The increase in the margin for pharmaceutical glass is the driver of the EBITDA margin



development that we expect in the Primary Packaging Glass segment. From 20.2% in 2023, we

anticipate a significant increase in the margin to 27.6% in 2030.

For the Advanced Advanced Technologies: Forecasting the margin for the Advanced Technologies segment is

Technologies particularly difficult as there is currently only one product on the market that is not yet generating
department, we expect
an EBITDA margin of

30.0% in 2030. area are generally very high-margin products (according to Gerresheimer, individual EBITDA

positive EBITDA and the second product will not be launched until 2025. As the products in this

margins at product level range up to 50.0%), it can be assumed that the margin will develop very
positively as the product portfolio grows. We therefore expect the segment margin for the year of
the product launch of the smart inhaler in 2025 to be at the level of the company's EBITDA margin,
which corresponds to 23.3% in this year. We expect significant growth in the following years as
soon as the products become established on the market. We do not expect the 50.0% mentioned
by Gerresheimer managers at segment level, as significant funds will continue to be invested in
the research and development of further products. We therefore assume that the segment's

margin will increase to 30.0% by 2030 and stabilize at this level.
PP&E and capital expenditures

PP&E (€ mn) and Capex (%) ~ A key driver of the balance sheet forecast is the development of property, plant and equipment
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Source: Own analysis in Queretaro, Mexico, and the production sites in the US until 2024. These investments are mainly
to increase capacity for production of ready-to-fill syringes related to GLP-1 in the North American
market as stated in Gerresheimer’s press releases in August 2022 [17] and November 2023 [18].
Based on the data available for Mexico and the US, we assume similar growth investments for
Gerresheimer's other production sites in Germany, North Macedonia, Belgium, the Czech
Republic and Brazil from 2025 onwards, as we assume that Gerresheimer also plans to expand
its capacities there. Typical investments amount to around €100mn over a five-year period, which
corresponds to an annual investment of €20mn per site. These assumptions are also in line with

., Gash comversion cycle the information from the Investor Relations team, which states that Gerresheimer is not planning

any greenfield expansions in the future but is working on expanding the existing facilities. In the
5 terminal value, we assume that the growth of PP&E is in line with the overall growth of the

company, which we derive from RONIC and the retention rate, resulting in a growth of 2.5% or a

2018 2019 2020 2021 2022

© © share of sales of 1.3%, which we consider to be a robust and fair assumption given that this long-

Cash conversion cycle (days) t th t . |t fth d t I df t
Figure 24: Cash Conversion Cycle erm growin rate Is a resuit o € detalled rorecast.

Net working capital

DIO 99
72 " jz Zj The Cash Conversion Cycle (CCC) measures the time a company needs to circulate cash through
"”_/ 0w the entire business cycle a small CCC is advantageous in terms of liquidity and risk reduction. In
40: recent years, Gerresheimer's CCC has been very low or even negative in some cases (between
e 17 and (5)), as shown in the chart. This gives us reason to assume that the company is managing
puverage nolding perod (dys) NWC well and that there is no reason to change its strategy.
Figure 25: Days inventory Inventories have grown at a CAGR of 16.0% over the last few years and the days inventory

outstanding
Source: Own analysis



DSO

8.0%
73

59 55

52 s 5% gutstanding (DIO) based on cost of sales has ranged between 72 and 99 days over the last five
\ ““ years. Expressed as a percentage of sales, this results in a ratio of 12.5% to 17.1%. As we do

2.0%

not forecast cost of sales for the future due to the lack of information mentioned previously, we

s a9 22 220 222 base our forecast on the development of sales. Comparing this approach with the historical

Average collection period (days)
Trade receivables as % of revenue

Figure 26: Days sales outstanding ~ development of DIO, it appears to be a reasonable alternative to a DIO based forecast, as
Source: Own analysis

inventories as a percentage of sales have followed a similar pattern to DIO in the past. We

pPo therefore consider an average share of 14.4% of sales to be realistic for our forecast, since this

)
151 149 152 0%

128 129 “% figure is based on historical data.

-——‘\/— 25.0%

20.0%
1s0% Trade receivables have been relatively stable over the last five financial years with a CAGR of
10.0%

sou  (0.3%) and are forecasted based on the average days sales outstanding (DSO), which has been

2018 2019 2020 2021 2022 between 52 and 73 days in recent years. In the forecast, we assume an average DSO of 59 days
Average payable period (days)
Accounts payable as % of revenue

Figure 27: Days payables until steady state, which is slightly higher than in the last three years and therefore represents a

outstanding
Source: Own analysis

rather conservative approach.

NWC (€ mn)

/—/—_—483 . .
- @ @ ™ payables outstanding (DPO) based on the cost of sales has been between 128 and 152 days in

338 8.0%

Trade payables have increased at an annual growth rate of 11.8% in recent years and the days

308

«» the lastfive financial years. Due to the information lack aforementioned, we also base our forecast

215
on the development of sales. Historically, the share of payables fluctuated in line with DPOs and
sozse avner 2005 0o 20 somer e a0or v @mounted to around 21.9% to 26.2% of sales revenue. We consider an average sales share of

Net Working Capital NWC as % of Revenue

_ , . 23.8% to be realistic for our forecast, as this figure reflects actual historical development.
Figure 28: Net working capital (€ mn)

Source: Own analysis

Intangible assets

Brands, patents and
trademarks (€ mn) . . .
61% Historically, brands, patents and trademarks have constantly decreased both in absolute terms

40.1% 3639
mmg: and as a percentage of sales and will amount to 28.9% of sales in 2022. One possible assumption

for the future would be a further reduction in this number, following the historical trend, but this

57.7%

would not be in line with our assumptions as we see considerable potential for brands and

2018 2019 2020 2021 2022
Brand, patents and trademarks

as % of revenue patents, especially in the growing Advanced Technologies segment, as this segment is based on

Figure 29: Brands, patents and
trademarks (€ mn)

Source: Annual reports 2018-2022 the sales share of 28.9%, which includes the latest developments and takes growth into account,

internally developed products and standards. We have therefore chosen to base our forecast on

Goodwill (€ mn) particularly in the GAT segment. Goodwill always had a similar value in recent years, and we

49.0% ——483% 4530 4380
. 8%

\377%

671 672 642 656 685

therefore assume that this will remain the case and continue to apply the 2022 value of €685mn.
We believe this is appropriate as we assume Gerresheimer to achieve its growth through organic
growth by increasing its capacity and not by acquiring other companies.

Operating free cash flow development

Goodwill as % of revenue
Figure 30: Goodwill (€ mn) ) ]
Source: Annual reports 2018-2022  The expected operating free cash flows develop as shown in the graph on the left. We do not

expect a negative free cash flow from 2023 onwards, because additional investments in the

energy hedge will no longer be necessary. However, as Gerresheimer still needs to invest in the

Geshflow development €mn)  expansion of its production capacity, its cash flows are only moderate in the short term.
259%
25.3%

s 246% Thereafter, however, we expect the company to benefit from this increased capacity and the
23.3%

2 195 EBITDA margin improvement which will be achieved through efficient production processes and

20.8%

57w a shift to more sophisticated products providing higher EBITDA margins. As future cash flows are

11

2023 2004F 2025F 20267 2007 20288 2020 2000 N€@Vily dependent on the production capacity built up today and in the coming years, we believe

EBITDA margin

Expected operating free cash flow

Figure 31: Cash flow development that our approach is justified. In addition, the announcements regarding the expansion of

(€ mn) . production capacity in Mexico and the US in relation to GLP-1 support our assumptions of the
Source: Own analysis

capacity expansions. In the steady state we assume lower investments in production capacity



We expect an
adjustment process
from debt being 3.4x
EBITDA in 2022 to 2.5x
in 2030.

Dividend per share (€)

2018 2019 2020 2021 2022 2023E

Figure 33: Dividend per share (€)
Source: Annual shareholders'
meeting 2023, Own analysis

and therefore an increase of cash flows.

In our valuation, we adjust the operating free cash flows for the annualised probability of default
0.2% based on Moody’s analyses for BBB rated companies between 1983 and 2022 and the loss
given default of 37.8% and corresponding recovery rate of 62.2%. The loss given default is based
on Moody’s analyses of recovery rates for loans and bonds of companies in the container,
packaging & glass industry between 1983 and 2022 [19].

Capital structure

Gerresheimer's past as a private equity-owned company is still partly reflected in the company's
comparatively high level of debt. The ratio of net financial liabilities to EBITDA is used as a key
performance indicator. Since 2018, this ratio has been between 3.2x and 4.0x (with the exception
of 2019). The strategy paper "formula G", which Gerresheimer presented in 2020 included
measures to reduce the debt burden in addition to strategic measures for business alignment, so
that a reduction in the debt to EBITDA ratio over the forecast period seems plausible. This is also
shown by the development since 2021, when the book debt to equity ratio fell from 1.18 to 0.99
and debt to EBITDA ratio from 3.7x to 3.4x. Gerresheimer aims for a debt to EBITDA ratio of 2.5x.
Given the positive development of EBITDA in recent years, we consider this target to be
fundamentally plausible and expect the ratio to stabilize at this level from 2027 onwards,

remaining constant at 2.5x. In the terminal value, we assume that the debt to enterprise value

Debt to EBITDA ratio

3.7x
3,500 4.0x

3,000
2,500

ratio remains constant at 30.8%, which it reached in 2030.
2,000
1,500

.5x .5x
1,000
00 0 I

2018 2019 2020 2021 2022 2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV
EBITDA mmm— Debt Debt-to-EBITDA ratio

3.4x

3.2x 3.0x 5o
. 2.7x

2.1x

o

Figure 32: Debt to EBITDA ratio, Source: Own analysis

In the past (since 2018) Gerresheimer has pursued a dividend policy which, according to our
calculations, pays out between 28.1% and 46.7% of the attributable income to the shareholders,
most recently €1.25 for the years 2020 to 2022. At the same time, if the dividend has been
increased, the increase amounted to €0.05 per share. As we expect net income to increase in
2023, we also expect the dividend to increase after three years of stability. Based on historical

payout logic, we expect a dividend of €1.30 for 2023, to be paid in June 2024.
Valuation

Since we assume that Gerresheimer's capital structure will continue to shift in the coming years
as a result of the reduction in EBITDA leverage, we use a variant of the cash flow-based
enterprise methods, the adjusted present value (APV) method, as the main instrument for valuing
the company. In order to make a meaningful assessment of the company's development, our
forecast includes a relatively long detailed planning period from 2023 to 2030. From 2031, we
expect the company's growth rate (terminal value growth) to be stable at 2.5%, calculated on the
basis of the RONIC and the retention rate resulting from our forecast. This rate is in line with
expected long term nominal economic growth. To calculate the enterprise value, the operating

free cash flows and interest tax shields are discounted with the rates reflecting the different



Cost of equity 2023

2.0%
29.9%
0.31
0.84
1.00
6.3%

2.0%
44.5%
0.31
0.84
1.08
6.3%

Risk free rate
Debt/Equity

Debt beta

Equity beta (unlevered)
Equity beta (levered)
Market risk premium

Cost of equity 8.3% 8.8%
Table 1: Cost of equity

Source: Own analysis!

Cost of capital
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Figure 34: Cost of capital
Source: Own analysis
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Cost of capital

D/EV

Debt/Equity

Equity beta (unlevered)
Debt beta

Equity beta (levered)

30.8%
44.5%
0.84
0.31
1.08
0.91
8.8%
4.0%

Peer group beta (levered)
Cost of equity
Cost of debt

Unlevered WACC 7.3%
Table 2: Cost of capital
Source: Own analysis

7.3%

corresponding risks, and the value of the non-operating assets is added. The equity value is
calculated by deducting the net financial debt from this enterprise value. The valuation date is
December 31, 2024.

Cost of capital

= Cost of equity

™V We use the Capital Asset Pricing Model (CAPM) to determine the cost of equity. To determine

the equity beta, we calculate a regression of the return on Gerresheimer shares on the MSCI
World Index, which we use as a benchmark. As is common practice, we use monthly data points
over a five-year period. We unlever the resulting equity beta using the current leverage ratio and
relever it according to our estimated target ratios in the respective year to reflect the risk implied
in the capital structure in our beta estimate. Our estimates for the target leverage ratio are based
on our assumptions that Gerresheimer further reduces the company's debt burden in relation to
its EBITDA. We therefore assume that the ratio of debt to EBITDA (based on our calculated
EBITDA) will decrease from 3.4x in 2022 to around 2.5x in 2027 and remain stable at this level
(2.4x in steady state). This corresponds to debt to enterprise value ratios between 23.0% to 30.8%
between 2023 and 2030.

Our analysis yields an equity beta of between 1.00 and 1.08 until 2030 and an equity beta of 1.08
in the terminal value phase starting in 2031. To check the plausibility of our findings, we compare
the results of our regression with the equity betas of the peer group companies used in our
multiple valuation approach. After relevering the peer group betas to our assumed target leverage
ratio, we obtain equity betas between 0.81 and 0.91 in the period between 2022 and 2030 and a
steady state beta of 0.91. These values support our recommendation in that they lead to a lower
cost of capital, implying an even higher share price. As an approximation of the risk-free rate, we
use the current yield on 10-year German government bonds, which is 2.0%. We have calculated
the market's excess return as the historical median of the MSCI World Index over the last twenty
years, which is 5.7%. Taking these factors into account, we calculated cost of equity to be
between 8.3% and 8.8% from 2023 to 2030, stabilising at 8.8% from 2030 onwards. Uncertainty
in the derivation of the CAPM factors, such as the determination of the equity beta, is taken into

account in a sensitivity analysis.
= Cost of debt

We have calculated the cost of debt based on the credit ratings of our peer group companies. We
have chosen this approach as neither Gerresheimer nor its peer companies have any listed bonds
outstanding and there are currently no ratings available for Gerresheimer itself. Our analysis
yielded a rating of BBB. Using this rating, the yield on a ten-year BBB-rated European industrial
bond is 4.1%. To avoid double counting for the possibility of default that is already included in the
cash flow calculation we have adjusted this rate for the annualised ten-year probability of default

for companies with the same rating (0.2%) and the average loss given default for companies with

v the same rating (37.8%). The resulting cost of debt is 4.0%.

=  Weighted average cost of capital

As we use the APV method, we calculate the unlevered WACC to use it for discount rates. As
this method does not include a tax shield in the calculation, the value is independent of fluctuating

debt ratios, resulting in a constant unlevered WACC of 7.3% over all periods.



As of 31 December 2024

€mn

Value of discounted cash flows
Value of interest tax shield
Value of non-operating assets

5,960.66
608.43
(189.71)

Enterprise Value
Value of net financial debt
Value of minority interest

6,379.39
(1,128.19)
(134.45)

Shareholder's equity value
Total shares outstanding (mn)

5,116.75
34.54

Price per share (€)

148.14

Table 3: Share price determination

Source: Own analysis

Our price target for

Gerresheimer is €148.14.

The sensitivity analysis
yields a median share

price of €147.43.

Share price determination and sensitivity analysis

In the APV method, we distinguish between the operating free cash flow, which we discount using
the unlevered cost of capital, and the interest tax shield, which is based on a statutory 29.0% tax
rate (consists of corporate tax rate, solidarity surcharge and average business tax rate as stated
in Gerresheimer’s annual report 2022). Due to the tax shield’s lower risks, we discount the cash
flows associated with it until 2030 using the cost of debt. In the terminal value, when we determine
the debt as a share of the EV, we consider the tax shield to carry the same risk as the company’s
operations and therefore discount the tax shield using the weighted cost of capital. The sum of
all future discounted cash flows plus the book value of net non-operating assets equals the
enterprise value in the respective period. As the end of the financial year falls on November 30,
2024 and the valuation date is December 31, 2024, we have included an adjustment factor of
approx. 91.5%, which excludes the pro rata cash flows for December 2024. We have also reduced
the discount period for fiscal year 2024/2025 accordingly. Based on the cost of capital and the
default-adjusted cash flows and taking into account the net value of non-operating assets of
€(190mn) and the present value of the interest tax shield of €608mn, the application of the APV

method results in an enterprise value of €6,379mn at the valuation date of 31 December 2024.

We have calculated the value of the minority interest, which consists of two production sites for
pharmaceutical glass in China, using the estimated sales of both companies for 2024 and average
estimated sales multiple for 2024 (1.5x) for the peer group of “Primary Packaging Glass". The
value of net debt is based on the debt financing cash flow discounted using the cost of debt.
Taking into account the value of net debt of €1,128mn and value of minority interest of €134mn,
we estimate the expected equity value at €5,117mn. This value is allocated to the 34.5mn

outstanding shares, resulting in a target price of €148.14 as of December 31, 2024.

However, as various variables have a substantial impact on the calculated enterprise value and
are themselves subject to certain volatility, we carry out a sensitivity analysis in order to
understand the impact on the price target we have determined. We examine the impact of equity
beta, cost of debt and MSCI world excess return on the share price by applying a Monte Carlo
simulation. Regarding the equity beta, we analyse the standard deviation of the regression on
which it is based. For cost of debt, we analyse the difference between a bond rated BBB and a
bond rated BBB-, as we believe that Gerresheimer falls into one of these ratings, with the
corresponding deviation being 0.3%. We have set the standard deviation for the MSCI World
excess return at 0.5%, as this gives a range of 5.8% to 6.8%, which is common in practice. The
results of the sensitivity analysis (Figure 41) show a median share price of €147.43 and a mean
of €161.82 with a standard deviation of 43.5%. The results are relatively close to the share price
of €148.14 we have calculated as the target price. We believe that the simulation takes into

account all significant uncertainties and therefore see the result as a confirmation of our analysis.



NOVA

e s MASTER IN FINANCE
GERRESHEIMER AG COMPANY REPORT
PHARMACEUTICAL PACKAGING 20 DECEMBER 2023

PAUL BECKER, JAN FELIX HEINZELMANN 53647 @novasbe.pt, 53400@novasbe.pt

Getting set for the GLP-1 rally FeEEmE Lo BUY

Stable income streams and a potential blockbuster
drug entering the market promise growth for
Gerresheimer AG

Price Target FY24: 148.14 €

] ) ) Price (as of 20-Dec-23) 93.00 €
L] Based on our analysis, we issue a BUY recommendation

. . : Refinitiv (GXI
for Gerresheimer AG. Our price target of €148.14 on 31 Decem- Source: Refinitiv (GX)

ber 2024 reflects an upside potential of 60.7% (including an ex- 52-week range (€) 61.15 — 122.90
pected dividend of €1.30) compared to the current share price of Market Cap (€m) 8,212
Outstanding Shares (m) 34.54

€93.00.

Source: Refinitiv

P . . . . G hei MSCI World
. Activities in non-cyclical markets and increasing de- cresemere ”

160
140

mand for the medicines for which Gerresheimer manufactures o

packaging and delivery systems are enabling stable sales growth. N S A g

60

= We see attractive growth opportunities unfolding from 0

20

2024 in the market for GLP-1 drugs for diabetes and obesity, Dec2l Marz2 Jn22 Sep22 Dec22 Mar23 Jn2s  Sep2s

Gerresheimer e MSCI World

which are seen as potential new blockbuster drugs and for which

Gerresheimer manufactures syringes. The associated growth op- Source: Refinitiv
portunities are underestimated by the market, in our view. (Values in € milions) 2002 2023E  2024F
. . . R 1,817 2,067 2,370

L] Due to the increased focus on high-margin products we eventes
expect the EBITDA margin to increase to 26.6% in 2030 and EBITDA 359 430 525
EBITDA to reach €1,037mn, which, alongside sales growth, is a

EBIT 187 233 311
key driver of enterprise value.

EPS (€) 3.05 3.63 5.10

= The broad product portfolio secures Gerresheimer a Source: Refinitiv, annual report

significant competitive advantage and reduces dependence on

individual products and customers.

Company description

Gerresheimer AG (hereinafter referred to as "Gerresheimer") is a
German manufacturer of packaging solutions and drug delivery
devices for the pharma, cosmetics and nutrition industry. In No-
vember 2022, the company employed around 11,000 people and
generated sales of €1,817mn in fiscal year 2022.

THIS REPORT WAS PREPARED EXCLUSIVELY FOR ACADEMIC PURPOSES BY PAUL BECKER AND JAN FELIX HEINZELMANN, MASTER IN
FINANCE STUDENT OF THE NOVA SCHOOL OF BUSINESS AND ECONOMICS. THE REPORT WAS SUPERVISED BY A NOVA SBE FACULTY
MEMBER, ACTING IN A MERE ACADEMIC CAPACITY, WHO REVIEWED THE VALUATION METHODOLOGY AND THE FINANCIAL MODEL.
(PLEASE REFER TO THE DISCLOSURES AND DISCLAIMERS AT END OF THE DOCUMENT)
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Company overview

Company description

Gerresheimer AG (hereinafter referred to as "Gerresheimer”) is a German manu-
facturer of packaging solutions and drug delivery devices for the pharma, cos-
metics and nutrition industry.
The company was founded in 1864 in Disseldorf, Germany, where it is still
headquartered today. In November 2022, the company employed around 11,000
people and generated sales of €1,817mn in the respective fiscal year. The com-
pany is led by Dietmar Siemssen, CEO and head of the Plastics & Devices and
Advanced Technologies divisions (on the board since 2018), Chief Financial Of-
ficer Dr Bernd Metzner (on the board since 2019), and Dr. Lukas Burkhardt, who
is responsible for the Primary Packaging Glass division (on the board since
2018). The Supervisory Board is chaired by ex-CEO Dr Axel Herberg; further in-
formation on the members of the Supervisory Board is given in Table 6.

Segment revenue share (FY 2022) The company operates in three segments, namely Plastics & Devices, Primary

i Packaging Glass and Advanced Technologies.

The Plastics & Devices segment produces and markets drug delivery devices

47.7% and solutions for customers in the pharmaceutical, biotech, diagnostics and med-
ical technology industries. Products include insulin pens, various types of syring-
es, inhalers, and devices for personal use such as plastic containers for eye

mPlastics & Devices Primary Packaging Glass

mAdvanced Technologies drops or nasal spray, among others. The segment accounted for 51.6% of reve-

Figure 1: Segment revenue share (FY nue in fiscal year 2022.

2022) _ ) ) )

Source: Annual report 2022 In the Primary Packaging Glass segment Gerresheimer offers its customers bot-

tles and ampoules for pharmaceutical applications, including the storage of vac-
cines, medications and infusions. For customers in the cosmetics industry, the
company offers glass packaging for storing perfumes, skin care products and
similar goods. For customers in the food industry, Gerresheimer supplies mainly
bottles for liquor and spirits. The segment accounted for 47.7% of revenue in fis-
cal year 2022.

Gerresheimer's smallest segment is Advanced Technologies (0.7% of sales in
the financial year 2022). The segment primarily aims to leverage Gerresheimer's
existing expertise in drug delivery systems to develop products and solutions for
home drug delivery. For this purpose, products such as autoinjectors and smart
inhalers are offered or in development which are intended to enable patients to
administer even complex medications by themselves without the supervision of
medical professionals. The segment was created through the acquisition of Sen-

sile Medical AG in 2018, when Gerresheimer acquired the Swiss company, which
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at the time was developing products for the very precise administration of medi-
cations. Sensile Medical was integrated into Gerresheimer as the Advanced
Technologies segment with the aim of creating a division focused on the devel-
opment of innovations. Another significant acquisition in this area is the purchase

of Respimetrix in 2019, which develops products for inhalation measurement.

Gerresheimer operates as a global company, with operations divided geograph-

Regional revenue share (FY 2022)

21 ically. The economically most important region according to Gerresheimer's con-

12.7% tainment (based on the customer's registered office) is Europe excluding Germa-

8o ny with 37.9% of sales in the financial year 2022, followed by North America with

S 28.6%. Customers in Germany contributed 18.1% to total sales in the financial

year 2022. In addition, Gerresheimer is active in other markets, with the company

HGermany
North America
mOther

Europe w/o Germany
Emerging Markets

designating Brazil, China, India and Mexico as emerging markets. These coun-
Figure 2: Regional revenue share (FY
2022)

Source: Annual report 2022

tries together contributed 12.7% to consolidated revenue in the financial year

2022. The remainder of revenue is generated in other regions.

Gerresheimer aims to evolve
from packaging supplier to
innovation driver in medical
care industry by implementa-
tion of “formula G” strategy.

In addition to its own research efforts, Gerresheimer is also expanding its portfo-
lio through strategic partnerships and acquisitions. In 2022, Gerresheimer ac-
quired a stake in the US company Portal Instruments, which is working on the
development of needle-free injection instruments. In the field of pharmaceutical
glass, Gerresheimer has entered into a cooperation with the Stevanato Group to
develop a uniform standard that will make the products of both companies more
attractive to customers.

Strategic focus: At the capital markets day 2020, Gerresheimer presented a
new strategy for medium-term market positioning called "formula G". In essence,
the aim of the new strategic direction is a change from a pure supplier of packag-
ing and medication solutions to an innovation driver in the field of medical care.
The Plastics & Devices supported by the Advanced Technologies business unit
in particular are to play a key role in this. Through continuous product improve-
ments, the aim is to create greater opportunities for homecare, so that a larger
proportion of medications can be administered at home. These more complex
drug delivery solutions offer opportunities for Gerresheimer to increase its sales
without significantly increasing unit sales. The aim is also to establish the com-
pany as an innovation driver, particularly in growth areas such as the fight
against diabetes.

This shift allows Gerresheimer to generate a higher revenue share from products
which they call “high value solutions”, products that are comparably complex and
offer higher margin potential to the company. Leveraging these products,
Gerresheimer aims to improve their EBITDA margin on a level above 25.0% in

the medium term.
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Gerresheimer stock

Gerresheimer has been listed on the Frankfurt Stock Exchange again since June
2007, after the company was delisted in 2003 and in the meantime was owned
by various financial investors, most recently Blackstone. Since December 2008,
the company has been part of the MDAX index, which tracks the performance of

the 41st to 90th largest listed companies in Germany.

As of December 15, 2023, the company has 34.54mn shares outstanding, valu-
ing the company with a market capitalization of €3,212mn. In the last 10 years
(since December 2013) Gerresheimer shares have gained 70.9%, underperform-
ing in comparison to the MSCI World (117.6%) over the same period. However, it
is worth noting the rapid recovery of the Gerresheimer share price in 2020 after
the initial stock market slump in March 2020, mainly due to the fact that the com-
pany operates in a relatively robust sector and was also able to reallocate pro-
duction capacity for the manufacture of Covid-19 vaccine vials. After losing the
gains made in 2020, the share price reached a low of €50.30 in September 2022,
followed by a rapid recovery in 2023, reaching a high of €122.90 in September
2023. Recently, this trend has cooled off, with the stock trading at €93.00 on 15
December 2023.

Currently, the company’s only shareholder with ownership above 10.0% is Gold-
man Sachs Asset Management with a share of 11.2%, followed by the activist in-
vestor Artisan Partners with a share of 5.1%. In total, the 20 largest individual
shareholders hold 69.0% of the shares, with the remaining shares held by small-
er shareholders. A more detailed list of shareholders can be found in Table 7.
Gerresheimer's dividend has been continuously increased since 2013, the last
distribution in June 2023 was €1.25 per share, and has thus remained constant
since 2021.

Gerresheimer (GXI) stock price development
250
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100 \/‘M‘\/\/—’_‘/—’-
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MSCI World Gerresheimer
Figure 3: Gerresheimer (GXI) stock price development, Source: Refinitiv
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Industry analysis

Macroeconomic environment

We do not see substantial In 2020, the Covid-19 pandemic led to a collective collapse in GDP growth

macroeconomic influences on worldwide, with declines recorded in many regions. The following year, 2021,
Gerresheimer, due to hedging
instruments and the ability to
pass on price changes to cus- a renewed decline in GDP growth, especially in industrialized countries. For
tomers.

saw a strong catch-up effect in many regions. The year 2022 is characterized by

2023, the IMF expects a further flattening of growth in most of the regions rele-
vant for Gerresheimer; in Germany in particular, GDP is expected to decline. In
the long term, the IMF forecasts global GDP growth of around 3.0%, with the
comparatively weak expected growth of industrialized nations being offset by

emerging economies [1].

Geopolitical developments in 2022 and 2023 were significantly influenced by the
war in Ukraine. The resulting turmoil, coupled with a general economic downturn,
has led to rising inflation worldwide, affecting emerging and industrialized nations
alike. The conflict in Ukraine is also having a sensitive impact on global energy
prices, as European countries in particular are heavily dependent on Russian gas
supplies. Many states are responding by expanding renewable energy sources
as well as alternative suppliers of fossil fuels, for example from the Middle East.
However, as competition from demanders is fierce here, it can be assumed that
world prices for natural gas in particular will remain above the historical average
in the short term. However, this does not represent a significant risk for
Gerresheimer as the company has, according to the annual report and confirmed

by Investor Relations, concluded a longer-term hedge against energy price risks.

Compared to gas prices, crude oil, which drives the global resin prices (an im-
portant commodity for plastics production) has had a less turbulent price history
in recent years. At the end of 2022, the global price level was around 40.8%
above the level in 2018. However, as a large proportion of the oil produced
comes from the Middle East, the extent to which the intensification of the conflict
in the Gaza Strip will affect the price of oil is an open question, particularly in the
short term. However, experts consider this risk to be manageable at the present
time, so that the resin price can currently be expected to remain stable in the
medium term, not posing a substantial risk to Gerresheimer’s operations. In addi-
tion, the company has stated that it has been able to pass on price changes to its

customers in the past.
Market trend: Lifestyle diseases

We believe that Gerresheimer's business activities will be driven by a major trend
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in the pharmaceutical market over the next few years: The increasing prevalence
of lifestyle diseases, which include diabetes and obesity. This trend can be ob-
served worldwide - in 2020 38% of the world's population were overweight, 14%
even obese - an increase to 46% and 20% respectively is expected by 2030 [2].
Another disease that has received increasing attention in recent years and dec-
ades is diabetes. In the United States, for example, the number of diagnosed
cases of diabetes have more than doubled from 11.8mn in 2000 to 24.4mn in
2022. By 2030, there are expected to be around 916mn people with type 2 diabe-
tes worldwide [3].

The spread of these lifestyle diseases can be attributed to two main factors: first-
ly, the increasing ageing of society, which is particularly noticeable in developed
and emerging countries. These developments are particularly pronounced in
markets of particular relevance to Gerresheimer, such as Germany (+4.4%p of
the population over 65 years of age by 2030), the US (+4.3%p) and China
(+5.6%p) [4]. Secondly, rising prosperity, particularly in emerging countries, is
leading to a change in lifestyle and thus to an increasing spread of lifestyle dis-
eases, driven by higher sugar consumption, an unhealthy diet and a lack of exer-
cise. For pharmaceutical companies and their suppliers, the rise in these diseas-
es offers attractive growth opportunities, for example through the development of
new active ingredients. The current focus is on GLP-1 drugs as potential block-
busters because they can be used to treat both diabetes and obesity. The first
GLP-1 drugs are currently available from Novo Nordisk (Ozempic for diabetes
and Wegovy for obesity) and Eli Lilly (Mounjaro and Zepbound). We consider this
trend to be particularly important for the future of Gerresheimer and therefore pay

special attention to it in our analysis of revenue drivers.
Market analysis

Gerresheimer is active in various markets thanks to its broadly diversified product
portfolio. For the sake of transparency, we present the markets relevant to the
company broken down by the segments in which Gerresheimer serves them. Ac-
cording to our estimates, the total addressable market (TAM) for Gerresheimer in
2023 for the focus segments (we include the segments with a pharmaceutical fo-
cus and exclude cosmetic glass and food & beverage) amounts to €19,127mn.
According to our expectations, this figure will increase by 63.2% to €31,220mn by
2030.

In general, it is difficult to make statements about the concentrations in these
markets, as often only the end sellers (who distribute the drug) are known, but
not the packaging / device companies and the segments are defined so different-

ly for the various competitors that it is not possible to quantify the cross-market
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shares independently.
=  Plastics & Devices

Plastics and Devices - TAM (€ mn) In this segment, Gerresheimer primarily produces injection pens, inhalers, sy-

20,000

ringes and pharmaceutical packaging made of plastic. As Gerresheimer also

15,000

]
| |
[ |
- [ ]
g B produces syringes for the new GLP-1 drugs, we pay particular attention to this
e I I I I I I I I segment due to its importance.
5,000
- Syringes for GLP-1 medication: As of the valuation date, the biggest trend in
2023 2024 2025 2026 2027 2028 2029 2030
®Devices mPlastic packaging ® Syringes ®GLP-1 the pharmaceutical industry is the so-called GLP-1 active ingredients, which can

Figure 6: Plastics and Devices - TAM (€ . . L .
mn) be used to treat type 2 diabetes and obesity. As a significant market volume is

Source: Market forecasts, own analysis expected for these products over the next decade, they are particularly important
in our analysis, as Gerresheimer has secured a significant position in the supply
chain for the current manufacturers of the existing products. To reflect this, we
assess the revenue from syringes produced for GLP-1 medication separately, as
Gerresheimer plans to produce them in addition to existing syringe business. For
our analysis, we proceeded in two steps and first estimated the market develop-
ment for GLP-1 drugs and, in the second step, derived the sales volume achiev-

able for Gerresheimer.

According to our analysis, the In the first step to determine the market volume with GLP-1, we determined an
market for GLP-1 drugs will expected price trend. In particular, we considered the differences between the
2?};%8;2?2?)'3\60\%?](1& € US and the rest of the world in 2023. In 2023, approximately 4.5% of diabetes
TAM for Gerresheimer being patients will be from the US and 95.5% from the rest of the world [3]. In the US, a
€1,764mn. monthly dose of Ozempic (Novo Nordisk's GLP-1 product available in 2023) will
cost $290 after rebates [5]; in the rest of the world, the average monthly price can
be assumed to be $100 [6]. Using a weighted average, this results in annual
sales per patient of €1,198. As further market entries are expected over the
years, including Eli Lilly's entry in the US and expected products from Pfizer and
Roche, we expect an average annual price decline of 10.0% until the price stabi-
lises at €515 by the end of the decade. In the next step, we determine the market
volume for diabetes patients based on forecasts for the development of diabetes
prevalence and the estimation that 8.3% of diabetes patients worldwide will be
treated with a GLP-1 product in 2030. Based on estimates of the number of dia-
betes patients, we therefore expect 26mn GLP-1 patients in 2024 and 76mn pa-
tients in 2030. We also estimate the market volume for GLP-1 in obesity based
on projections of the prevalence of obesity, but also taking into account the fact
that scientific evidence suggests that only around 1.5% of obese people are ac-
tually treated with medication [7]. Based on the currently expected efficacy of
GLP-1 in obesity, we expect the drug to be widely used in this area and assume

that 35.0% of patients treated for obesity will be using GLP-1 by 2030. As a re-
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sult, we expect the GLP-1 market for obese patients to reach 2mn patients in
2024 and 7mn patients in 2030.

Overall, we expect a total of 28mn GLP-1 patients in 2024 and 83mn in 2030. In
combination with the prices we have calculated, we therefore assume a market
volume of €30,587mn in 2024, rising to €47,480mn in 2030, representing a
CAGR of 7.6%. This estimate is consistent with recent market reports and ana-
lyst estimates but has been independently calculated. The syringe manufacturer
is expected to account for between 2.0% and 4.0% (which is a typical revenue
share as confirmed to us by Investor Relations) of this market volume, although
we expect this figure to rise from 2.0% in 2024 to 4.0% in 2030 as the bargaining
power of suppliers increases. On this basis, we have calculated a TAM of
€612mn in 2024, which we expect to rise to €1,764mn in 2030, representing a
CAGR of 19.3%. We consider this very high value to be realistic, given the ex-
pected strong importance of GLP-1 drugs, whose growth is estimated at 11.0%
CAGR over the same period. We consider a lower share of sales of 2.0% to be
realistic initially, as we estimate the market to be moderately concentrated with a
Herfindahl index of approximately 2,031 (current competitors are West Pharma-
ceuticals, Schott Pharma, Stevanato and Ypsomed). Given the dual-source ap-
proach common in the industry, we expect a price war among syringe manufac-

turers, especially at the beginning.

Syringes (excl. GLP-1): In the syringe product group, the European market is
particularly relevant for Gerresheimer. It is dominated by the market leader Bec-
ton, Dickinson and Company (BD) from the US with a market share of around
60%, followed by Gerresheimer, Schott Pharma and Stevanato. The main growth
drivers in the market (apart from the GLP-1 syringes already mentioned) are the
growing demand for Botox treatments and the increasing prevalence of vaccina-
tions. According to recent studies, the market is expected to be worth €3,082mn
in 2023 and is expected to grow at a CAGR of 8.0% to reach €5,282mn by 2030
[8]. The syringe product group is therefore one of the most attractive growth mar-

kets for Gerresheimer, especially with the inclusion of GLP-1 syringes.

Devices (Injection pens and inhalers): Current studies put sales of drugs ad-
ministered via injection pens at €39,928mn in 2023 [9]. Injection pens are pri-
marily used in the home care sector, as they are comparatively easy to use com-
pared to syringes. Injection pens are particularly widespread in the treatment of
type 2 diabetes for the administration of insulin. In view of the market trends al-
ready described, providers of injection pens benefit from the rising prevalence.
Since 2017, the market has grown by an average of 6.4% per year. This growth
is expected to accelerate slightly over the next decade, as developments such as

rising diabetes prevalence and the general trend towards home care, particularly
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among the elderly, will create a greater need for simple self-medication solutions.
Estimates suggest that the market for injection pens will grow by 7.0% annually
to a volume of €64,116mn by 2030. As Gerresheimer is only the manufacturer of
the pens, and therefore only an interim supplier, this is not the TAM for the com-
pany. According to our information from Investor Relations, the revenue share of
pen manufacturers in the pharmaceutical sector is between 2.0% and 4.0% of
end product sales, so that for Gerresheimer we assume a TAM of €1,198mn in
2023, rising to €1,923mn in 2030. As the pharmaceutical industry is generally
very closed and insulin pens are generally sold filled by the drug supplier, it is not
possible to identify specific market shares of individual manufacturers. However,
important players in the segment alongside Gerresheimer are BD, Wet Pharma-
ceuticals, Ypsomed, Owen Mumford and Medtronic.

Similarly to injection pens, Gerresheimer also sells inhalers, i.e. it only sells the
device to pharmaceutical companies, which then distribute the inhaler filled with
medication. In 2018, the market for inhalers had a volume of €28,112mn, which
has increased by around 4.0% annually to a current market volume of
€37,259mn [10]. Market growth is expected to increase slightly to 4.9% per year
until 2030, resulting in a volume of €47,912mn in 2030. This additional growth will
mainly be driven by the increasing penetration of smart inhalers, which have
higher prices. Smart inhalers currently account for a market volume of around
€1,499mn, but are expected to grow by 8.6% per year until 2030. The main
growth driver in the market for inhalers is the increasing prevalence of asthma in
the population, which is partly due to rising air pollution in large cities, particularly
a problem in emerging countries. As with injectors, we estimate that around 3.0%
of the market for inhalers should be regarded as TAM for the manufacturing
companies such as Gerresheimer. This corresponds to a TAM of €1,028mn in
2023 and €1,437mn in 2030. The market for inhalers is even more fragmented
than the market for injectors, but here too it is not possible to determine the exact
market shares of competitors. Competitors include West Pharmaceuticals, 3M,
Philips and Aptar Group.

Overall, we estimate the TAM for Gerresheimer in the devices product group at
€2,226mn, whereby we expect it to rise to €3,361mn by 2030, which corresponds
to a CAGR of 6.1%.

Plastic packaging: The market for plastic packaging in which Gerresheimer is
active is pharmaceutical plastic bottles. This includes, among other things, cans
for storing medicines, which are particularly popular in the US, as well as bottles
for nasal sprays and eye drops. According to analysts, this market has a volume
of €8,151mn in 2023 and will grow at a rate of around 4.1% to €10,777mn by

2030 [11]. The most important market region is the US. The comparatively low
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growth is due to the already high level of market saturation, in the case of medi-
cines packaged in plastic, this is mainly due to the comparatively constant growth
of over-the-counter medicines. The pressure to innovate in the market is also
comparatively low; only factors such as ESG targets of customers can play a
role, whereby recycling plays a subordinate role due to the high demands on the
purity of the products. Due to the comparatively low cost, the market is very

fragmented, although unfortunately no precise data is available on specific mar-

ket shares.
» Primary Glass Packaging
Pharmaceutical glass - TAM Pharmaceutical glass: Gerresheimer considers itself the market leader in the
(€ mn)

EZZZ European market for pharmaceutical glass, followed by Stevanato and Schott
4,000 Pharma. According to estimates, the market will have a volume of around
3,000
2,000 €3,341mn in 2023 and will grow by 6.8% p.a. to €5,295mn by 2030 [12]. The Eu-

1,000

) ropean market is dominated by vials, which are used to store vaccines and other
2023 2024 2025 2026 2027 2028 2029 2030

liquid medicines. The high density of glass makes it the material of choice for

Pharmaceutical glass
Figure 7: Pharmaceutical glass - TAM
(€ mn)

Source: Market forecasts, own analysis — case for most injectable drugs. The most important trend in the market at the

packaging drugs that are particularly susceptible to contamination, which is the

moment is the trend towards so-called ready-to-use (RTU) vials. Conventional vi-
als are sold by the manufacturer to the filler, who then cleans and sterilizes them
for filling. RTU vials are sterilized and supplied directly by the manufacturer for di-
rect filling by the customer. Gerresheimer estimates that while currently around
90% of vials are delivered unsterilized, by the end of the decade more than half
of the vials supplied will be RTU products. This is particularly attractive for manu-

facturers because of the higher margins involved.

Cosmetics, food and beverage: In addition to its activities in the pharmaceutical
market, Gerresheimer is also engaged as a manufacturer of bottles, jars and fla-
cons for the cosmetics and beverages industry, focusing in particular on jars for
lotions and bottles for spirits. The main players in this market are Vidrala, Owens-
lllinois, Saint-Gobain and Vitro, with Gerresheimer playing a subordinate role as
its competitors focus on these segments, which is not the case for Gerresheimer.
According to current estimates, the market for cosmetic glass packaging grew by
only 1.2% per year from 2018 to 6,651mn units in 2023, mainly due to a sharp
decline in 2020. Over the next few years, growth is expected to recover to 2.5%
per year, driven mainly by growth in the luxury market, particularly for perfume
bottles. In 2027, analysts expect 7,333mn units to be sold [13].

Analysts estimate that the market for glass spirits bottles is worth €34,059mn in
2023 and will grow at a CAGR of 5.0% over the next few years [14]. The high

growth will be driven primarily by increasing alcohol consumption in Asia.
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Gerresheimer's competitors are comparable to those in the cosmetic glass sec-
tor, as most players are active in both segments. Gerresheimer does not have a
significant market share in either segment compared with its competitors.

= Advanced Technologies

In this segment, Gerresheimer is currently active in the market for autoinjectors
Advanced Technologies - TAM and is planning to enter the market for smart inhalers in 2025.

(€ mn)
6,000
5000 The market for autoinjectors is estimated to have a volume of €828mn in 2023

4,000

and experts expect it to grow at a CAGR of 14.0% [15]. We therefore anticipate a

3,000
2,000 I I I I I I I I market volume of €2,072mn in 2030. The strong growth is primarily due to the
1,000

fact that autoinjectors can massively simplify medical self-care, as even complex

2023 2024 2025 2026 2027 2028 2029 2030

mSmart inhalers  ®Pumps and autoinjectors doses can be administered without the need for medical professionals. Because
Figure 8: Advanced Technologies - ) . . . . .
TAM (€ mn) there is a shortage of medical professionals in many countries, we anticipate a

Source: Market forecasts, own analysis L . . . . . , . . .
significant increase in demand in this area. Gerresheimer's main competitors in

this market are BD, West Pharmaceuticals and Ypsomed.

In 2025, Gerresheimer plans to enter the market for smart inhalers with a product
developed in-house. The main advantage of smart inhalers over conventional
products is that they can optimally control the dosage for the amount of air in-
haled so that COPD patients receive the right therapy. In 2025, experts expect
sales of smart inhalers to reach €1,768mn and a growth rate of 8.6% [16]. The
market is currently very fragmented with small manufacturers such as Propeller
Health, which often cooperate with large pharmaceutical companies and whose
only product is the inhaler. On this basis, a number of market entries can still be

expected by 2025, and the competitive situation is difficult to assess.

Competition analysis

Dimension Risk level Due to the mere size of the market for drugs, the market for pharmaceutical
Industry rivalry L4 packaging and drug delivery devices, which is Gerresheimer's main line of busi-
Threat of new entrants @ . . . . L .

_ ness, is very attractive and competitive. While there are significant players in the
Threat of substitutes o
Bargaining power of suppliers M) market, we generally see a high fragmentation in the market. The competitive
Bargaining power of buyers environment and potential influences on Gerresheimer's business can be ana-
Figure 9: Competition analysis - lysed in a Porters 5 forces analysis. An additional SWOT analysis can be found
dimensions and risk levels
Source: Own analysis in Figure 39.

Industry rivalry: Due to its various business activities, Gerresheimer is confront-
ed with a large number of competitors. The most important cross-segment com-
petitors and their main areas of focus are discussed below, a comprehensive
overview of all peer companies we consider relevant can be found in Figure 38
and Table 10.

Schott Pharma is a German company that was founded in August 2022 as a
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spin-off of the German Schott AG, bundling its pharmaceutical operations. The
company generated sales of €821mn in the 2022 financial year.

Schott Pharma produces syringes, cartridges, vials and ampoules. The company

competes with Gerresheimer primarily in product groups such as pharmaceutical
packaging and syringes, so Schott Pharma covers a leaner product portfolio than
Gerresheimer. This gives Gerresheimer a significant competitive advantage, as
the company can serve broader customer groups and in particular has significant

activities in growth markets such as drug delivery devices.

A West Pharmaceutical Services was founded in the US in 1923 and, like
weSt"-_—-_:,;-—::‘ Gerresheimer, focuses primarily on the manufacture of pharmaceutical packag-
ing and drug delivery devices. In 2022 the company generated sales of
€2,746mn. The product range includes ampoules, cartridges, syringes and drug
delivery devices and is therefore very similar to Gerresheimer's portfolio. The
companies have also collaborated in the past, with Gerresheimer licensing a sy-
ringe system from West Pharmaceutical in 2017. Like Gerresheimer, West
Pharmaceutical is also a manufacturer of components for the injector of Novo
Nordisk's obesity drug Wegovy, which experts believe has great sales potential.
Gerresheimer also has the advantage over West Pharmaceutical that it covers a
broader product range, such as plastic pharmaceutical packaging and packaging

solutions for the cosmetics sector.

9 Becton, Dickinson and Company (BD) is an American manufacturer of medical
ﬁ % B D technology that was founded in 1897 and generated sales of €18,167mn in 2022.
The company offers a range of medical devices, including those that overlap with

Gerresheimer's product range, primarily syringes and drug delivery devices as
well as diagnostic products. However, BD is also active in other segments, in-
cluding for interventional procedures. In comparison, Gerresheimer offers a much
more in-depth and specialized product range in its core segments, particularly in
the area of syringes. However, thanks to its significantly greater financial clout,
BD has investment opportunities that are not open to Gerresheimer. In general,
there is an opportunity for BD to overcome potential entry barriers in business ar-

eas in which they are not active yet.

Stevanato Group is an Italian company founded in 1949 with sales of €984mn in

, 2022. The company focuses on pharmaceutical packaging, mainly glass am-
‘ SG poules and vials, as well as drug delivery devices such as syringes and injectors.
\ ‘ The company also has in-house expertise in mechanical engineering, which

gives it a competitive advantage in helping customers build their assembly lines.
Gerresheimer, on the other hand, cannot offer this kind of integration, but again
benefits from a broader product portfolio, making it a more attractive supplier for

customers requiring a wide range of packaging and drug delivery solutions.
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Gerresheimer and Stevanato have agreed to manufacture their vials to the same
standard, making it easier for customers to use the same assembly machines for
both companies' products. This is expected to give both companies a competitive

advantage, as drug manufacturers typically adopt a dual-sourcing approach.

_ An analysis of Gerresheimer's main competitors across segments shows that

Its broad product portfolio ] ) . )
puts Gerresheimer in a fa- some of them have advantages in their specific segments which could pose po-
vourable market position. tential risks for Gerresheimer. Overall, however, we see a significant competitive
advantage for Gerresheimer based on its broad product portfolio, an aspect that

none of its competitors offer with the exception of BD. Risk: Moderate to high

Threat of new entrants: The risk in this dimension varies considerably between
the different segments and the products offered in each segment. In the Plastics
& Devices segment, the risk is present in the area of plastic packaging, as
Gerresheimer primarily offers products for drug doses that are subject to com-
paratively low innovation pressure. Companies that already have production facil-
ities for plastic packaging in particular could expand here. However, in order to
pose a substantial threat to Gerresheimer, the companies would either have to
offer better products, which is difficult in this area, or significant price advantages.
In the area of devices and syringes, the risk of new entrants is comparatively
negligible as market entries require high initial investments in research and pro-
duction. At the same time, Gerresheimer is very well established on the market
and sometimes develops products together with customers (for example a sy-
ringe with Novo Nordisk for their diabetes drug Ozempic). As Gerresheimer also
drives innovation through its own research and acquisitions such as Portal In-
struments, we consider it unlikely that companies will enter the market that will
have a lasting impact on Gerresheimer's success. In the Primary Packaging
Glass segment, a comparatively low risk is also to be expected in the most im-
portant product group of pharmaceutical glass products due to new entrants:
even for manufacturers of glass products that have previously been active in oth-
er segments such as cosmetics, it is costly to produce pharmaceutical glass, due
to the higher requirements for the purity of the products (especially in terms of
abrasion), resulting in a much more complex production process. The food &
beverage and cosmetics product groups are at greater risk from new entrants, as
companies that are already active in one of the two product groups in particular

can enter other segments comparatively easily. Risk: Low to moderate

Threat of substitutes: Due to its broad product portfolio, Gerresheimer can ex-
pect comparatively low risks here. If, for example, it becomes possible to use
plastic packaging instead of glass for a product, Gerresheimer can offer this - al-
ready proven to medical standards. No significant risk is to be expected in the

devices segment either, as drug delivery devices cannot be replaced at the pre-
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Figure 10: Revenue per segment and
growth
Source: Annual reports 2018 - 2022
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Figure 11: EBITDA margin per segment
Source: Annual reports 2018 - 2022

sent time and drugs are often approved in combination with the delivery device.
According to the current state of research it is not to be expected that the devices
will become obsolete or lose importance soon. Risk: Low

Bargaining power of suppliers: Thanks to its deeply integrated production
chain, Gerresheimer has comparatively few dependencies of single suppliers. A
certain risk for Gerresheimer comes from the suppliers of the raw materials that
Gerresheimer purchases and on whose products the company is dependent. To
minimize this risk, Gerresheimer has diversified its suppliers where possible in
order to minimize the impact of negotiation problems with individual suppliers. In
addition, the market for raw materials is highly competitive, making it relatively

easy to change suppliers if necessary. Risk: Low to moderate

Bargaining power of buyers: Gerresheimer acts purely as a B2B supplier and
therefore sells its products mainly to large companies in the pharmaceutical sec-
tor. Due to the existing competition with companies such as Stevanato, custom-
ers, especially those with large sales volumes, have a certain negotiating power
vis-a-vis Gerresheimer. On the other hand, there are decisive factors that limit
the customers' negotiating power: on the one hand, Gerresheimer develops
some of its own product solutions in cooperation with its customers, for example
with Novo Nordisk, which makes it more difficult for customers to switch suppli-
ers. On the other hand, it is extremely important for customers to have reliable
suppliers for their packaging solutions. The costs for packaging are between
2.0% and 4.0% of product sales, depending on the product, so it is risky for cus-
tomers to risk a considerable loss of sales for a margin increase of between 1.0%

and 2.0% if the changeover of suppliers is not successful. Risk: Moderate

Current financial performance

As a company that is mainly active in the non-cyclical pharmaceutical sector,
Gerresheimer has had comparatively few problems with its economic situation
during the coronavirus pandemic. In particular, the production of ampoules for
vaccines has provided a stable economic basis in 2021. However, sales growth
has consistently been in the single-digit range (between 1.4% to 5.6%) since
2019 and only reached a significant outlier of 21.3% in 2022. The majority of the
increase in sales in 2022 was due to increases in sourcing and material prices
being passed on to customers, as well as increased demand for complex and
therefore more expensive products in all segments. Plastics & Devices is
Gerresheimer's largest segment, having grown from €750mn to €938mn over the
last five years, corresponding to a CAGR of 5.8%, while the Primary Packaging
glass segment grew by 9.4% over the same period, rising from €605mn to

€867mn. The Advanced Technology segment was newly established in 2018 and
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Margin analysis (average over 5
years)

EBITDA 22.3%
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EBIT margin
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Figure 13: Margin analysis (average
over 5 years)
Source: Own analysis

Margins and growth development
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Figure 14: Margins and growth
development
Source: Annual reports 2018 - 2022

EBITDA margin

Historic operating cash flow
395 devlopment (€ mn)
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Figure 12: Historic operating cash flow
development (€ mn)
Source: Own analysis

Book debt-to-equity ratio
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2018 2019 2020 2021 2022

Book debt-to-equity ratio
Figure 15: Book debt-to-equity ratio
Source: Own analysis

has not yet recorded any relevant sales. Revenue amounted to €13mn in 2018
and €12mn in 2022. However, this segment was also set back by the customer
cancellation of an order for micro pumps in 2019, resulting in total revenue of

€17.3mn being cancelled.

In contrast to sales growth, profitability has remained relatively stable. At 19.8%
in 2022, the EBITDA margin has decreased by 0.4%p compared to 2021.
However, with a margin range of 19.8% to 28.5% and an average margin of
22.3% over the last five years, it can be said that Gerresheimer has been
consistently profitable and outperforms its peers (peer average margin of 20.1%
over the last five years). Within the two relevant segments (Plastics & Devices
and Primary Packaging Glass), the EBITDA margin has fluctuated slightly in
recent years, but has remained fairly constant overall. In the Plastics & Devices
segment, the margin fell slightly by 2.4%p and in the Primary Packaging Glass
segment only marginally by 0.4%p over the last five years. Plastics & Devices
has a higher profitability (average margin of 26.2%) compared to the Glass
segment (average margin of 19.8%), which is due to higher product margins in
the devices products. In contrast, the margin in the Advanced Technologies
segment is still highly volatile and has been clearly negative for the last years.
This is due to the fact that the segment is still very new and developing. The
overall EBIT margin has fallen from 10.5% to 10.3% in 2022. In previous years,
the margin was in the range of 9.1% to 11.0%, which corresponds to an average
of 10.6%. In terms of EBIT, Gerresheimer is very close to its peers, which have
an average EBIT margin of 10.5% in the same period. An analysis at segment
level is not possible due to a lack of information. Regarding profitability, the ROIC
can also be considered, which has been between 5.3% and 6.2% in recent years,

with an average value of 5.7%.

The relatively high historical free cash flow in 2019 is an exception and due to the
reclassification of promissory notes, which increased other current liabilities. In
2020 and 2021, free cash flows are negative as the change in other current lia-
bilities disappears in 2020 and investments in PP&E increase significantly from
2021 onwards. The sharp decrease in 2022 is partly due to an investment of
€129.0mn in derivatives to hedge possible energy price developments which we
consider non-recurring and increased investments in the expansion of production

sites.

As a consequence of the time when Gerresheimer was owned by a private equity
fund, the company continues to carry a comparatively high debt burden. The
book value debt to equity ratio in 2022 was 0.96x, which already represents a
significant improvement compared to the two previous years (1.17x and 1.10x).

The ratio of debt to EBITDA, which Gerresheimer uses to manage its debt, was
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Leverage analysis (median
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Figure 16: Leverage analysis (median
over 5 years)
Source: Own analysis

Liquidity analysis (median over
5 years)
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Figure 17: Liquidity analysis (median
over 5 years)
Source: Own analysis

We estimate revenue to reach
€3,901mn in 2030.

3.4x in 2022. We discuss this in more detail in the capital structure section. Com-
pared to the peer group, the book value debt to equity ratio is within a reasonable
range, as the median of the peer group is 0.89x, although Gerresheimer's debt to
EBITDA ratio is well above the peer group median of 1.89x. In view of
Gerresheimer's stated goal of reducing debt in relation to EBITDA, there is thus
no warning signal, especially as the 2020 interest coverage ratio of 6.7x is not
significantly below the peer group median value of 8.4x. When analyzing liquidity,
it is noticeable that Gerresheimer's performance is somewhat below average of
its peer group. The median of the cash, quick and current ratios have been
smaller in comparison with the peers over the last five years, which could indicate

possible future difficulties regarding repayment of current liabilities.

For 2023, we expect Gerresheimer’s revenue to grow by 13.8%, with growth of
11.6% year-on-year in the first three quarters, and a slight improvement of 1.0%p
in the EBITDA margin.

Business forecast and key drivers

Revenue forecast

Gerresheimer's revenue streams are divided into three different segments: Ad-
vanced Technologies, Plastics & Devices and Primary Packaging Glass. While
the Advanced Technologies segment only plays a subordinate role, the two im-
portant streams can be subdivided even further. As sales data is only published
at segment level, but very different product groups are manufactured in the seg-
ments, we approached the Investor Relations department with a request for fur-
ther information based on our understanding of the different product groups with-
in the segments. We have based our analysis on information on the share of
sales of the individual product groups below segment level, as shown in Figure
40.

The result of our analysis is a growth expectation in sales from €1,817mn in 2022
to €3,901mn in 2030, reflecting a CAGR of 9.5%, with sales growth slowing to
5.4% by the end of the forecast period.

We see the quality of our forecast confirmed in the sales forecast for 2023: As
figures for the first three quarters had already been published by the report date,
we calculated sales for the year as a whole on the basis of a factor that sales in
the first three quarters have historically had on the year as a whole in order to
check the plausibility of our forecast based on our analyses. Here, we find the

deviation of only 1.4% confirming the preciseness of our estimates.
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Gerresheimer claims to cap-
ture 25% of GLP-1 packaging
market, unfolding revenue
potential between €153mn
(2024) and €441mn (2030) an-

Revenue forecast (€ mn) and growth
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Figure 18: Revenue forecast (€ mn) and growth, Source: Own analysis

Based on our forecast, we see a slowdown compared to the high sales growth in
2022, with high growth being achieved in 2024 in particular due to GLP-1. In the
following years, we see a decline in growth to a sustainable level of less than

10.0% per year.

Plastics and Devices - GLP-1 syringes: In order to understand Gerresheimer's
role in the market for GLP-1 drugs, we interviewed a manager from the Investor
Relations department who explained the company's positioning to us. Through

long-term contracts with Novo Nordisk and Eli Lilly, whereby a special syringe

nually.
y has even been developed in cooperation with Novo Nordisk, Gerresheimer holds

Plastics & Devices revenue forecast a market share of 25.0% for the products currently and soon to be launched. As
(€ mn)

2104 Gerresheimer plays a pioneering role in the packaging of GLP-1 products in this

2,016

1,890
1,765
1,641
1,523
1,405
1,289
1,077 l I I

2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV

way, we expect the company to be able to maintain this market share in the long
term, as it is also an attractive partner for new market participants. According to
the company representative, Gerresheimer's achievable share of the drug reve-
nue is in the usual industry range of 2.0%-4.0%, whereby we expect an upward
trend from the lower end of the range as the pharmaceutical companies lose ne-

Devices mPlastics packaging ®Syringes W Additional GLP-1 revenue

Figure 19: Plastics and Devices
revenue forecast (€ mn)
Source: Own analysis

gotiating power as market concentration decreases towards the end of the dec-
ade. Based on these insights and our analysis of the GLP-1 market size, we es-
timate the revenue from GLP-1 syringes to grow from €153mn in 2024 to €441mn
in 2030.

Plastic and Devices - Syringes: BD is by far the largest player in the interna-
tional market for syringes with a market share of 60%, with Gerresheimer still
among the market participants with a substantial market share. Based on market
volume estimates, we estimate Gerresheimer's market share at 4.5% in 2023. In
our analysis, we have considered the subgroup of syringes for GLP-1 drugs sep-
arately and forecast the greatest growth in the syringe product group. As these
products will account for a large proportion of production capacity in the future,
we do not expect Gerresheimer to be able to substantially expand its market
share in the area of syringes for other drugs and expect growth in line with the
market. Based on this, we anticipate a sales volume of €237mn in 2030, which

corresponds to a CAGR of 8.0%. Including the syringes for GLP-1 medication in

PAGE 18/45



GERRESHEIMER AG COMPANY REPORT N _VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

this calculation results in a combined CAGR of 14.4%, which makes these prod-

uct groups the most important growth driver for Gerresheimer.

Plastic and Devices - Devices: In terms of sales volume, the devices sub-
segment was the second most important in the group in 2022, accounting for
25.0% of total sales. In this area, Gerresheimer primarily manufactures inhalers
and injectors, including for diabetes and asthma patients. We expect this area to
continue to be very important in terms of sales volume in the future, albeit declin-
ing compared to other areas; in 2030, we still expect it to account for 20.2% of to-
tal sales. We assume that Gerresheimer will maintain its current implied share of
23.4% in the market for inhalers and injectors (in 2030 with a volume of
€3,361mn), but will not expand it significantly. We see two main drivers for this:
Firstly, the proportion of diabetes patients who rely on injectors will decrease with
the growth of GLP-1 drugs, as these are administered with syringes. Secondly,
improved products such as smart inhalers and autoinjectors are being developed
in the Advanced Technology segment, which will take market share away from

the solutions currently in use. For 2030, we estimate a sales potential of €787mn.

Plastic and Devices - Plastic packaging: In this sub-segment, drug cans and
containers are produced, with the US being an important target market for
Gerresheimer. According to our estimates, based on a market size of €8,151mn
in 2023, Gerresheimer has a market share of around 5.1% here. Due to
Gerresheimer's substantial importance in this comparatively fragmented market
segment, we assume that the company will be able to defend its market share in
the future. Competition in this sub-segment is comparatively fierce, as hardly any
innovations are possible, and high investments are comparatively unattractive
due to low margins. For this reason, we do not expect Gerresheimer to make any
efforts to significantly expand its market share. We expect sales growth in line

with the market of 4.1% by 2030, resulting in sales of €552mn this year.

Primary Packaging Glass revenue Primary Packaging Glass - Pharmaceutical glass: The product group with the
forecast (€ mn) . . . .
g b4 highest sales in 2022 was products from the pharmaceutical glass segment with
1,469
ETEEC T | i M a sales volume of €581mn, representing a 32.0% share of company sales.
956
[ [ | | Gerresheimer captures a large share of the market, particularly in Europe, where
it is the market leader with a share of 19.1%. The main competitors are Schott
2003E2024F 2025F 2026F 2027F 2028F 2020F 2030F TV Pharma AG and the Stevanato Group, with the latter in particular taking center
Pharmaceutical glass mCosmetic glass mFood & beverage
Figure 20: Primary Packaging Glass stage. Gerresheimer and Stevanato have developed a common standard for vials
revnue forecast (€ mn) . . . . o .
Source: Own analysis (for use in vaccines, for example), which both companies use. As it is essential

for customers in the pharmaceutical sector to rely on several suppliers for the de-
livery of product packaging to secure the supply chain stability, it therefore makes
sense to purchase products from Stevanato and Gerresheimer in order to fill both

on the same production line. As Gerresheimer is already a market leader with a
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corresponding reputation in the market and it is becoming even more attractive
for companies to choose Gerresheimer as a supplier for vials, we assume that
Gerresheimer's position in the market will continue to improve. Accordingly, we
expect the market share to increase to 25.0% by 2030. Based on this, we expect
sales of €1,324mn in 2030.

Primary Packaging Glass - Cosmetic glass: Glass packaging for the cosmet-
ics industry (primarily jars for creams and flacons for perfume) contributed 12.0%
of the company's sales in 2022 with sales of around €218mn. We do not see
cosmetic glass as a core product of Gerresheimer and therefore do not expect
the company to make any major efforts to gain significant market share, especial-
ly as the business is not as high-margin as other areas of business. On the other
hand, the company will continue to pursue the business as it offers the opportuni-
ty to participate in the growth of the luxury products market. The market for glass
packaging for beauty products is expected to grow by 2.4%-2.5% p.a. over the
next few years. As we assume a relatively constant market share, we expect
Gerresheimer's sales in this sub-segment to grow at the same rate and therefore

expect sales to increase to €284mn in 2030.

Food and beverage glass Primary Packaging Glass - Food and beverage: Historically, the production of

products expected to deliver  glass containers for the food and beverage industry has formed the basis of
steady 7.8% of Primary Pack-
aging Glass revenue by utiliz-
ing furnace overcapacities. towards pharmaceutical products took place; today, products from the food and

Gerresheimer's business model. It was not until the 1990s that a strategic shift

beverage group only play a subordinate role. Essentially, these products are
used to utilize free-standing capacities. The operation of furnaces for glass pro-
cessing is very energy-intensive, especially the heating, so that it makes no eco-
nomic sense to ever let the furnaces cool down. Instead, they are operated
around the clock all year round. As the production of core products does not re-
quire the entire capacity, Gerresheimer uses products from the food and bever-
age industry to utilize idle times to generate revenue.

In 2022, these products accounted for 7.8% of sales in the Primary Packaging
Glass segment. As Gerresheimer does not plan to expand in the food and bever-
age business, but on the other hand it is necessary to maintain slight overcapaci-
ties and the permanent operation of the furnaces is unavoidable, we assume that
this share will remain relatively constant. On this basis, we expect sales of

€135mn in this product group in 2030.

Advanced Technologies: In this segment, Gerresheimer develops innovative
solutions for patient care based on the products of other segments. In 2023, the
segment's only revenue-generating product is an autoinjector that enables con-
trolled drug delivery without human intervention. We expect the autoinjector to

generate sales of €35mn in 2023, which corresponds to a market share of 4.2%.
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Due to the high pressure to innovate in the market, we conservatively do not an-

Advanced Technologies revenue

forecast (€ mn) .. . . . . .
- ticipate an increase in market share, but expect growth in line with the market,
141

121 which corresponds to 14.0%.
104
88
75
o Gerresheimer is also planning to launch a smart inhaler in the Advanced Tech-
35

nologies segment in 2025, which will be able to analyze a patient's state of health

2023 2024F 2025F 2026F 20271F 2026F 2029F 2030F TV from the air they breathe. Due to the great uncertainty associated with this mar-

Figure 21: Advanced Technologies
revenue forecast (€ mn)

Source: Own analysis 1.0% in the €1,768mn market in 2025 and to expand this to 2.0% by 2030, which

corresponds to a sales volume of €53mn in 2030. Overall, we estimate that the

ket entry, we conservatively expect Gerresheimer to achieve a market share of

Advanced Technologies segment will reach sales of €141mn in 2030.
Margin development

The forecast of Gerresheimer's profitability is comparatively complex due to the
company's reporting structure, as only cost of revenue and selling and general
administrative expenses are published at corporate and only revenue and
EBITDA at segment level. As the diversity of the segments and sub-segments
requires the highest possible granularity, we develop our margin expectations at

this level based on analyses of the sub-segments and competitors.

EBITDA (€ mn) and EBITDA margin forecast
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Figure 22: EBITDA (€ mn) and EBITDA margin forecast, Source: Own analysis

As part of its strategic realignment, the company has set an EBITDA margin of
25.0% as its medium-term target, which we believe is very realistic based on our
analyses. According to our expectations, this target will be achieved in 2028 and
we expect the margin to stabilize at 26.6% in the long term. The growth in the
EBITDA margin is primarily driven by a focus on products that enable a higher
margin, the so-called "high value solutions". According to our analyses, we con-
sider EBITDA of €1,037mn to be realistic for 2030, which reflects a CAGR of
13.4% from 2023. We also assume a constant amount of adjustments made to
EBITDA on group level, mainly due to consolidation, as they were present in the
past. This is why the group margin is slightly below the average of the segment

margins.

Plastics & Devices: Historically, the Plastics & Devices segment has the highest
EBITDA margin in the company, at 24.7% in 2022. Due to the further shift to-
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, wards the aforementioned high value solutions, we expect further growth here.
We expect the Plastics & De-

vices EBITDA margin to in- The individual product groups in the segment contribute differently here. We have
crease from 25.6% in 2023 to

, no knowledge of Gerresheimer's margin for the devices product group; here we
26.7% in 2030.

have based our analysis on Embecta, a spin-off from BD that only manufactures
insulin pumps, which has an EBITDA margin of 29.6%. For syringes, we have
used the corresponding segment margin of BD, which is the market leader in the
syringe segment and operates with an EBITDA margin of 25.1%. We consider
both figures to be plausible in light of Gerresheimer's statement that it operates
with an EBITDA margin of between 25.0% and 30.0% for high value solutions,
which includes these product groups. The syringes for GLP-1 drugs are even
more attractive in terms of margins than conventional syringes; we expect the
EBITDA margin to grow from 25.0% in 2024 to 30.0% in 2030, a figure that
Gerresheimer's Investor Relations department has classified as realistic. In
mathematical terms, this results in a margin of 20.6% for the plastic packaging
product group, which we consider plausible given the lower degree of complexity.
The margin is therefore still higher than the margins we calculated for glass
packaging for food & beverages, which we also consider plausible as the phar-
maceutical sector generally has higher margins and plastic packaging is also
easier to manufacture than comparable products made of glass.
Due to the shift in sales towards high-margin products within the segment, this
results in a slight increase in the EBITDA margin for Plastics & Devices from
25.6% in 2023 to 26.7% in 2030, with the segment already operating above the
company's margin target.
Primary Packaging Glass: We have estimated the margins of the two product
We expect the Primary Pack-
aging Glass EBITDA margin to

increase from 20.2% in 2023 competitors. We used a margin of 20.1%, which corresponds to that of the mar-
to 27.6% in 2030.

groups cosmetics and food and beverage by comparing the margins of relevant

ket leader Vidrala. We consider this margin to be plausible, as these products
have comparatively low levels of complexity, which is generally associated with
lower margins. We do not expect the margins for either product group to improve
in line with our forecast, as they are not the focus of Gerresheimer. We therefore
expect a constant margin of 20.1% for cosmetic glass and food and beverage
over the entire forecast period.

The focus in the Primary Packaging Glass segment is clearly on products from
the pharmaceutical glass sector, with vials, which are used for vaccines for ex-
ample, playing the main role. In 2023, this will result in a margin of 20.3%, alt-
hough we expect significant improvements in the coming years. As already men-
tioned, a joint standard has been created with Stevanato for vials, which is ex-
pected to boost sales. Stevanato currently has an advantage over Gerresheimer

in the area of vials, as the company already sells a significantly larger proportion
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of ready-to-use (RTU) vials. For the packaging companies, this has the ad-
vantage that a larger part of the value chain remains with them and this is linked
to higher margins. Stevanato currently achieves an EBITDA margin of 25.3%
thanks to the higher proportion of RTU, and we expect Gerresheimer to reach
this level in 2026. As it is currently expected that the RTU share will comprise a
large part of vial production in the long term, we expect the margin to increase
further and reach a sustainable level of 30.0% in 2030.

The increase in the margin for pharmaceutical glass is the driver of the EBITDA
margin development that we expect in the Primary Packaging Glass segment.
From 20.2% in 2023, we anticipate a significant increase in the margin to 27.6%
in 2030.

Advanced Technologies: Forecasting the margin for the Advanced Technolo-
For the Advanced Technolo gies segment is particularly difficult as there is currently only one product on the
gies department, we expect an market that is not yet generating positive EBITDA and the second product will not

EBITDA margin of 30.0% in

2030 be launched until 2025. As the products in this area are generally very high-

margin products (according to Gerresheimer, individual EBITDA margins at prod-
uct level range up to 50.0%), it can be assumed that the margin will develop very
positively as the product portfolio grows. We therefore expect the segment mar-
gin for the year of the product launch of the smart inhaler in 2025 to be at the
level of the company's EBITDA margin, which corresponds to 23.3% in this year.
We expect significant growth in the following years as soon as the products be-
come established on the market. We do not expect the 50.0% mentioned by
Gerresheimer managers at segment level, as significant funds will continue to be
invested in the research and development of further products. We therefore as-
sume that the segment's margin will increase to 30.0% by 2030 and stabilize at
this level.

PP&E and capital expenditures

PP&E (€ mn) and Capex (%) A key driver of the balance sheet forecast is the development of property, plant

1
2,051 2103

L MO and equipment (PP&E), which has grown at a compound annual growth rate of

1361 T 60% 14.3% over the last five years. The main driver of PP&E is capital expenditure.
\/\ Between 2018 and 2022, total capital expenditure as a percentage of sales was
between 8.4% to 13.6%. In our analysis, we divide investments in PP&E into

2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV
Property, plants and equipment

Martanance capal expendiue s of venve maintenance and growth capital expenditure. Our forecast for growth capital ex-

Growth capital expenditure as

gigurle 23: PP&E (€ mn) and Capex (%) penditure is based on Gerresheimer's publications and statements by the Inves-
evelopment

Source: Own analysis tor Relations team. The outlook is built on the current growth projects, which in-

clude the expansion of the plant in Queretaro, Mexico, and the production sites in
the US until 2024. These investments are mainly to increase capacity for produc-

tion of ready-to-fill syringes related to GLP-1 in the North American market as
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stated in Gerresheimer’s press releases in August 2022 [17] and November 2023
[18]. Based on the data available for Mexico and the US, we assume similar
growth investments for Gerresheimer's other production sites in Germany, North
Macedonia, Belgium, the Czech Republic and Brazil from 2025 onwards, as we
assume that Gerresheimer also plans to expand its capacities there. Typical in-
vestments amount to around €100mn over a five-year period, which corresponds
to an annual investment of €20mn per site. These assumptions are also in line
with the information from the Investor Relations team, which states that
Gerresheimer is not planning any greenfield expansions in the future but is work-
ing on expanding the existing facilities. In the terminal value, we assume that the
growth of PP&E is in line with the overall growth of the company, which we derive

from RONIC and the retention rate, resulting in a growth of 2.5% or a share of

17 Cash conversion cycle

sales of 1.3%, which we consider to be a robust and fair assumption given that

this long-term growth rate is a result of the detailed forecast.

2

Net working capital

2018 2019 2020 2021 2022

C:h conversion eycle (;?ys) The Cash Conversion Cycle (CCC) measures the time a company needs to cir-

Figure 24: Cash Conversion Cycle culate cash through the entire business cycle a small CCC is advantageous in

DIO % terms of liquidity and risk reduction. In recent years, Gerresheimer's CCC has

- " 79 - jZZj been very low or even negative in some cases (between 17 and (5)), as shown in

———"_/ 12.0% the chart. This gives us reason to assume that the company is managing NWC
jZ: well and that there is no reason to change its strategy.

o8 2010 2020 2021 2022 Inventories have grown at a CAGR of 16.0% over the last few years and the

Ineronos 25 o e days inventory outstanding (DIO) based on cost of sales has ranged between 72

Figure 25: Days inventory outstanding and 99 days over the last five years. Expressed as a percentage of sales, this re-

Source: Own analysis ] )
b0 sults in a ratio of 12.5% to 17.1%. As we do not forecast cost of sales for the fu-
73 8% ture due to the lack of information mentioned previously, we base our forecast on

” * 52 54 the development of sales. Comparing this approach with the historical develop-
\ o ment of DIO, it appears to be a reasonable alternative to a DIO based forecast,
2.0%

as inventories as a percentage of sales have followed a similar pattern to DIO in

R o the past. We therefore consider an average share of 14.4% of sales to be realis-

Average collection period (days)
Trade receivables as % of revenue

Figure 26: Days sales outstanding tic for our forecast, since this figure is based on historical data.
Source: Own analysis

Trade receivables have been relatively stable over the last five financial years

- e e 12 B0% with a CAGR of (0.3%) and are forecasted based on the average days sales out-

128 129 30.0%

z B o B standing (DSO), which has been between 52 and 73 days in recent years. In the

20.0%

15.0% forecast, we assume an average DSO of 59 days until steady state, which is

10.0%
5.0%

2018 2019 2020 2021 2022 servative approach.
Average payable period (days)
Accounts payable as % of revenue

slightly higher than in the last three years and therefore represents a rather con-

Figure 27: Days payables outstanding
Source: Own analysis
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NWC (€ mn)

455

418
382
338 8.0%
308
oy 21
%
215 6.0%

2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV

Net Working Capital NWC as % of Revenue

Figure 28: Net working capital (€ mn)
Source: Own analysis

Brands, patents and

trademarks (€ mn)
57.7%

46.1%

40.1% 36.3%
789 28.9%
641
569 543 5

2018 2019 2020 2021 2022

Brand, patents and trademarks
as % of revenue

Figure 29: Brands, patents and
trademarks (€ mn)
Source: Annual reports 2018-2022

Goodwill (€ mn)

o
49.0% 48.3% 45.3% 43.8%

671 672 642 656 685

2018 2019 2020 2021 2022
Goodwill as % of revenue
Figure 30: Goodwill (€ mn)
Source: Annual reports 2018-2022

Cash flow development (€ mn)

26.6%
25.9%
25.3%

24.6%
24.0%

23.3% 245

22.2% 195

20.8% 140
o 14
Sm

11

2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F
EBITDA margin

Expected operating free cash flow
Figure 31: Cash flow development
(€ mn)
Source: Own analysis

Trade payables have increased at an annual growth rate of 11.8% in recent
years and the days payables outstanding (DPO) based on the cost of sales has
been between 128 and 152 days in the last five financial years. Due to the infor-
mation lack aforementioned, we also base our forecast on the development of
sales. Historically, the share of payables fluctuated in line with DPOs and
amounted to around 21.9% to 26.2% of sales revenue. We consider an average
sales share of 23.8% to be realistic for our forecast, as this figure reflects actual

historical development.
Intangible assets

Historically, brands, patents and trademarks have constantly decreased both in
absolute terms and as a percentage of sales and will amount to 28.9% of sales in
2022. One possible assumption for the future would be a further reduction in this
number, following the historical trend, but this would not be in line with our as-
sumptions as we see considerable potential for brands and patents, especially in
the growing Advanced Technologies segment, as this segment is based on inter-
nally developed products and standards. We have therefore chosen to base our
forecast on the sales share of 28.9%, which includes the latest developments
and takes growth into account, particularly in the GAT segment. Goodwill always
had a similar value in recent years, and we therefore assume that this will remain
the case and continue to apply the 2022 value of €685mn. We believe this is ap-
propriate as we assume Gerresheimer to achieve its growth through organic

growth by increasing its capacity and not by acquiring other companies.
Operating free cash flow development

The expected operating free cash flows develop as shown in the graph on the
left. We do not expect a negative free cash flow from 2023 onwards, because
additional investments in the energy hedge will no longer be necessary. Howev-
er, as Gerresheimer still needs to invest in the expansion of its production capaci-
ty, its cash flows are only moderate in the short term. Thereafter, however, we
expect the company to benefit from this increased capacity and the EBITDA
margin improvement which will be achieved through efficient production process-
es and a shift to more sophisticated products providing higher EBITDA margins.
As future cash flows are heavily dependent on the production capacity built up
today and in the coming years, we believe that our approach is justified. In addi-
tion, the announcements regarding the expansion of production capacity in Mexi-
co and the US in relation to GLP-1 support our assumptions of the capacity ex-
pansions. In the steady state we assume lower investments in production capaci-
ty and therefore an increase of cash flows.

In our valuation, we adjust the operating free cash flows for the annualised prob-
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ability of default 0.2% based on Moody’s analyses for BBB rated companies be-
tween 1983 and 2022 and the loss given default of 37.8% and corresponding re-
covery rate of 62.2%. The loss given default is based on Moody’s analyses of re-
covery rates for loans and bonds of companies in the container, packaging &
glass industry between 1983 and 2022 [19].

Capital structure

. Gerresheimer's past as a private equity-owned company is still partly reflected in
We expect an adjustment pro- P P quy pany party

cess from debt being 3.4x the company's comparatively high level of debt. The ratio of net financial liabilities
EBITDA in 2022 to 2.5x in

2030 to EBITDA is used as a key performance indicator. Since 2018, this ratio has

been between 3.2x and 4.0x (with the exception of 2019). The strategy paper
"formula G", which Gerresheimer presented in 2020 included measures to reduce
the debt burden in addition to strategic measures for business alignment, so that
a reduction in the debt to EBITDA ratio over the forecast period seems plausible.
This is also shown by the development since 2021, when the book debt to equity
ratio fell from 1.18 to 0.99 and debt to EBITDA ratio from 3.7x to 3.4x.
Gerresheimer aims for a debt to EBITDA ratio of 2.5x. Given the positive devel-
opment of EBITDA in recent years, we consider this target to be fundamentally
plausible and expect the ratio to stabilize at this level from 2027 onwards, re-

maining constant at 2.5x. In the terminal value, we assume that the debt to en-

Debt to EBITDA ratio

3.7x
3500 4

3,000
2,500

terprise value ratio remains constant at 30.8%, which it reached in 2030.
2,000
1,500

.5x 5x
1,000

2018 2019 2020 2021 2022 2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV
EBITDA = Debt Debt-to-EBITDA ratio

3.4x

3.2x 3.0x 5 ox
. 2.7x

2.1x

o

Figure 32: Debt to EBITDA ratio, Source: Own analysis

Dividend per share (€) In the past (since 2018) Gerresheimer has pursued a dividend policy which, ac-

T B cording to our calculations, pays out between 28.1% and 46.7% of the attributa-

ble income to the shareholders, most recently €1.25 for the years 2020 to 2022.
At the same time, if the dividend has been increased, the increase amounted to

€0.05 per share. As we expect net income to increase in 2023, we also expect
2018 2019 2020 2021 2022 2023E
Figure 33: Dividend per share (€)
Source: Annual shareholders' meeting
2023, Own analysis

the dividend to increase after three years of stability. Based on historical payout

logic, we expect a dividend of €1.30 for 2023, to be paid in June 2024.
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Cost of equity 2023 TV
Risk free rate 2.0% 2.0%
Debt/Equity 29.9% 44.5%
Debt beta 0.31 0.31
Equity beta (unlevered) 0.84 0.84
Equity beta (levered) 1.00 1.08
Market risk premium 6.3% 6.3%

Cost of equity 8.3% 8.8%

Table 1: Cost of equity
Source: Own analysis

Cost of capital
10.0%

8.0%
6.0%

4.0%
2.0%

2023E  2025F 2027F 2029F
Cost of equity

Cost of debt
Unlevered WACC

Figure 34: Cost of capital
Source: Own analysis

TV

Valuation

Since we assume that Gerresheimer's capital structure will continue to shift in the
coming years as a result of the reduction in EBITDA leverage, we use a variant of
the cash flow-based enterprise methods, the adjusted present value (APV) meth-
od, as the main instrument for valuing the company. In order to make a meaning-
ful assessment of the company's development, our forecast includes a relatively
long detailed planning period from 2023 to 2030. From 2031, we expect the com-
pany's growth rate (terminal value growth) to be stable at 2.5%, calculated on the
basis of the RONIC and the retention rate resulting from our forecast. This rate is
in line with expected long term nominal economic growth. To calculate the enter-
prise value, the operating free cash flows and interest tax shields are discounted
with the rates reflecting the different corresponding risks, and the value of the
non-operating assets is added. The equity value is calculated by deducting the
net financial debt from this enterprise value. The valuation date is December 31,
2024.

Cost of capital

= Cost of equity

We use the Capital Asset Pricing Model (CAPM) to determine the cost of equity.
To determine the equity beta, we calculate a regression of the return on
Gerresheimer shares on the MSCI World Index, which we use as a benchmark.
As is common practice, we use monthly data points over a five-year period. We
unlever the resulting equity beta using the current leverage ratio and relever it
according to our estimated target ratios in the respective year to reflect the risk
implied in the capital structure in our beta estimate. Our estimates for the target
leverage ratio are based on our assumptions that Gerresheimer further reduces
the company's debt burden in relation to its EBITDA. We therefore assume that
the ratio of debt to EBITDA (based on our calculated EBITDA) will decrease from
3.4x in 2022 to around 2.5x in 2027 and remain stable at this level (2.4x in steady
state). This corresponds to debt to enterprise value ratios between 23.0% to
30.8% between 2023 and 2030.

Our analysis yields an equity beta of between 1.00 and 1.08 until 2030 and an
equity beta of 1.08 in the terminal value phase starting in 2031. To check the
plausibility of our findings, we compare the results of our regression with the eg-
uity betas of the peer group companies used in our multiple valuation approach.
After relevering the peer group betas to our assumed target leverage ratio, we
obtain equity betas between 0.81 and 0.91 in the period between 2022 and 2030
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Development of equity beta and a steady state beta of 0.91. These values support our recommendation in

o s e T that they lead to a lower cost of capital, implying an even higher share price. As
T PR TR L e an approximation of the risk-free rate, we use the current yield on 10-year Ger-
o 0 0o man government bonds, which is 2.0%. We have calculated the market's excess
T . return as the historical median of the MSCI World Index over the last twenty
B e overed) years, which is 5.7%. Taking these factors into account, we calculated cost of

D/EV
Figure 35: Developement of equity beta equity to be between 8.3% and 8.8% from 2023 to 2030, stabilising at 8.8% from

Source: Own analysis 2030 onwards. Uncertainty in the derivation of the CAPM factors, such as the de-

termination of the equity beta, is taken into account in a sensitivity analysis.
= Cost of debt

Yield curve We have calculated the cost of debt based on the credit ratings of our peer group
5.00%

companies. We have chosen this approach as neither Gerresheimer nor its peer

50% /_\// companies have any listed bonds outstanding and there are currently no ratings
4.00% available for Gerresheimer itself. Our analysis yielded a rating of BBB. Using this
rating, the yield on a ten-year BBB-rated European industrial bond is 4.1%. To

3.50%
3M 1y 2y 3y 5Y 10Y 15Y 30Y

EUR Europe Industrials BBB
Figure 36: Yield curve
Source: Bloomberg

avoid double counting for the possibility of default that is already included in the
cash flow calculation we have adjusted this rate for the annualised ten-year
probability of default for companies with the same rating (0.2%) and the average
loss given default for companies with the same rating (37.8%). The resulting cost
of debt is 4.0%.

= Weighted average cost of capital

Cost of capital 2023 TV ) .
DIEV 23.0% 30.8% As we use the APV method, we calculate the unlevered WACC to use it for dis-
Debt/Equity 29.9% 44.5%

Eauty beta (unlevered) pody 9% count rates. As this method does not include a tax shield in the calculation, the
Equity beta (levered) 1.00 1.08 . . . . . .

Peer group beta (levered) 081 0.01 value is independent of fluctuating debt ratios, resulting in a constant unlevered
Cost of equity 8.3% 8.8%

Cost of debt 4.0% 4.0% 0, 1

e e o WACC of 7.3% over all periods.

Table 2: Cost of capital

Source: Own analysis Share price determination and sensitivity analysis

As of 31 December 2024 €mn In the APV method, we distinguish between the operating free cash flow, which
Value of discounted cash flows 5,960.66 i X . . X .
Value of interest tax shield 608.43 we discount using the unlevered cost of capital, and the interest tax shield, which
Value of non-operating assets (189.71) . . . .

Enterprise Value 6,379.39 is based on a statutory 29.0% tax rate (consists of corporate tax rate, solidarity
Value of net financial debt (1,128.19)

Value of minority interest (134.45) surcharge and average business tax rate as stated in Gerresheimer’s annual

Shareholder's equity value 5,116.75
Total shares outstanding (mn) 34.54 report 2022). Due to the tax shield’s lower risks, we discount the cash flows as-

Price per share (€) 148.14

Table 3: Share price determination sociated with it until 2030 using the cost of debt. In the terminal value, when we

Source: Own analysis . . .
determine the debt as a share of the EV, we consider the tax shield to carry the

same risk as the company’s operations and therefore discount the tax shield us-
ing the weighted cost of capital. The sum of all future discounted cash flows plus
the book value of net non-operating assets equals the enterprise value in the re-

spective period. As the end of the financial year falls on November 30, 2024 and
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the valuation date is December 31, 2024, we have included an adjustment factor
of approx. 91.5%, which excludes the pro rata cash flows for December 2024.
We have also reduced the discount period for fiscal year 2024/2025 accordingly.
Based on the cost of capital and the default-adjusted cash flows and taking into
account the net value of non-operating assets of €(190mn) and the present value
of the interest tax shield of €608mn, the application of the APV method results in

an enterprise value of €6,379mn at the valuation date of 31 December 2024.

We have calculated the value of the minority interest, which consists of two pro-
duction sites for pharmaceutical glass in China, using the estimated sales of both
companies for 2024 and average estimated sales multiple for 2024 (1.5x) for the
peer group of “Primary Packaging Glass". The value of net debt is based on the

debt financing cash flow discounted using the cost of debt. Taking into account
Our price target for

Gerresheimer is €148.14. the value of net debt of €1,128mn and value of minority interest of €134mn, we

estimate the expected equity value at €5,117mn. This value is allocated to the
34.5mn outstanding shares, resulting in a target price of €148.14 as of December
31, 2024.

However, as various variables have a substantial impact on the calculated enter-
prise value and are themselves subject to certain volatility, we carry out a sensi-
tivity analysis in order to understand the impact on the price target we have de-
termined. We examine the impact of equity beta, cost of debt and MSCI world
excess return on the share price by applying a Monte Carlo simulation. Regard-
ing the equity beta, we analyse the standard deviation of the regression on which
The sensitivity analysis yields it is based. For cost of debt, we analyse the difference between a bond rated
a median share price of BBB and a bond rated BBB-, as we believe that Gerresheimer falls into one of
€147.43. these ratings, with the corresponding deviation being 0.3%. We have set the
standard deviation for the MSCI World excess return at 0.5%, as this gives a
range of 5.8% to 6.8%, which is common in practice. The results of the sensitivity
analysis (Figure 41) show a median share price of €147.43 and a mean of
€161.82 with a standard deviation of 43.5%. The results are relatively close to the
share price of €148.14 we have calculated as the target price. We believe that
the simulation takes into account all significant uncertainties and therefore see

the result as a confirmation of our analysis.
Multiple valuation

. . . In order to ensure coverage for all of Gerresheimer's business operations, we
Our multiple valuation yields

an average share price of have used peer companies representing two different segments. These
€161.70 for the most similar
peers and €149.30 for the

whole peer group. in Table 9. As the Advanced Technology segment has substantial overlaps with

segments are Plastics & Devices as well as Primary Packaging Glass as shown

peers in the Plastics & Devices segment and does not yet play a major role within
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the company, we have not created a separate peer group for this segment. It is
important to note that an exact separation of the groups is not possible, as there
are overlaps in operations for several peer companies. The categorisation is
based on the most important segment in each case. Plastics & Devices includes
the companies Aptargroup, Aluflex, Amcor, Berry Global, Becton Dickinson,
Insulet, medmix, SCHOTT Pharma, Stevanato, West Pharmaceutical and
Ypsomed. All companies are manufacturers of drug delivery systems and plastic
packaging. In addition to SCHOTT Pharma, which is based in Germany,
Aluflexpack, Amcor, medmix, Stevanato and Ysomed are also based in Europe.
The other companies are all based in the US, one of the main markets for
pharmaceutical manufacturing. Primary Packaging Glass is represented by the
companies Nipro, O-I Glass, Piramal Pharma, Verallia, Vidrala and Zignago.
Nipro is a manufacturer of medical devices, pharmaceuticals and instrument
products. The company sells glass for pharmaceutical vials and ampoules mainly
in Japan while Piramal Pharma is based in India and O-l Glass in the US.
Verellia, Vidrala and Zignago are manufacturers of glass from western and

southern Europe.

Margins, revenues and rationale behind our considerations are shown in Table
10. The most similar peers contain the competitors identified in the competitive
overview which are BD, Stevanato, West Pharma, Schott Pharma, Vidrala, Yp-
somed and Aptargroup. These companies are characterised by their business
model and their customers being closest to Gerresheimer. We also included

Gerresheimer’s own multiples.

The multiples we have used in our valuation are Enterprise Value to EBITDA
(EV/IEBITDA) and Enterprise Value to Sales (EV/Sales) for the last twelve
months (LTM) as well as estimates for 2023 as we assume these ratios and
estimates to be the most robust ones. We have based our analysis on EBITDA
and sales multiples rather than EBIT multiples as they provide a clearer picture of
a company's operating performance and valuation as they exclude non-operating
items such as interest, tax, depreciation and amortisation, which can vary from
company to company. The valuation is based on data as of December 15, 2023.
Figure 37 shows the respective ranges for the share price which is a range of
10.0% above and below the mean valuation for each method. Our share price
estimate for a certain multiple equals to the averages over all peers and

Gerresheimer's own multiples which were also included in the analysis.

The analysis for the most similar peers results in an average valuation of €161.70
with an average range of €145.53 to €177.87 while the broker consensus results
in a price target of €132.14. As the multiple analysis leads to large differences

within the results, we only use it to check the plausibility of our APV results and
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not for our valuation itself.

For transparency reasons, we also calculated the enterprise value to EBIT
(EV/EBIT), enterprise value to EBITDA (EV/EBITDA) and enterprise value to
sales (EV/Sales) multiples for all peers. Our average range for the share price is
between €134.37 and €164.23, as shown in Figure 42. The average total
valuation is €149.30.

Valuation overview - incl. CCA of most similar peers

EV/Sales - 2023E 205.07 NI 250.65
el
% EV/Sales - LTM 147.84 I 130.70
g EV/EBITDA - 2023E 125.00 152.78
(_g EV/EBITDA - LTM 104.18 NN I127.|33

Share price (EUR)

Average multiple valuation APV

Average broker consensus

Figure 37: Valuation overview - CCA of most similar peers, Source: Own analysis

Risk and ESG

hei . . . . .
e Feergroup Gerreshelmer With regard to its own ESG strategy, Gerresheimer has set itself targets in each
CO2/UsSDmn
revenue s 222 pillar. To create sufficient incentives for the Supervisory Board to comply with the
Renewable . .. . . . .
energy use TRE 14.56% ESG targets, their preliminary salary is adjusted using an ESG multiplier based

ratio on the achieved targets, which can reduce or increase the salary within a range

Accidents/mn

working hr. 118 166 of 20.0%. The targets pursued are as follows: Environmental: the proportion of
RISl renewable energy (2022 target of 36.0% and 2022 actual of 35.5%), Social: “lost
governance 59 61

SCOIE time incident rate per one million working hours” (2022 target of 7.1 and an actual
5:02“\/ Eee 67 68 rate of 7.39) and Governance: the sustainability ranking from EcoVadis (2022
Sustainalytics o 109 target rating is a rating of 61.0 and an actual rating of 68.0). To place these re-

seore sults in context, we have used respective data from external sources and com-

Table 4: ESG analysis

Source: Refinitiv, Morningstar pared them with the peer group. Here we see that Gerresheimer is slightly behind

its peers in terms of renewable energy use (figures differ from those published by
Gerresheimer) but has significantly lower CO2 emissions. The accident rate is
well above that of its peers, however, the company is still in line with the market
in terms of governance and general Refinitiv ESG ratings. Morningstar (Sus-
tainalytics) gives Gerresheimer a lower rating than its peers, but 19.9 points is
still labelled as "low risk" [20]. We therefore see no significant ESG risks, with on-
ly the accident rate showing a significant downside position. In addition, Investor
Relations has informed us that Gerresheimer can already offer products made of
recycled glass and plastic, but this is not necessarily desired by pharma custom-
ers because of doubts about their purity. Even the smallest impurities in the
packaging can cause serious harm to the patient and thus seriously damage the

reputation of the pharma company, which is why recycling does not yet play a
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role in the pharma packaging industry.

Our assessment of other risk factors is as follows:

Risk type Description Economic Probability
impact
ESG Declining demand from Medium Low

institutional investors in
case of bad ESG rating

Market Mainly internal competition Medium to Low to
(please refer to Porters 5 high medium
forces analysis)

Macroeconomic  Increase in commodity Medium to Low to
prices, especially resin that high medium
cannot be passed on to
customers

Table 5: Risk assessment, source: Own analysis
Due to the stable and non-cyclical market in which Gerresheimer operates, we do
not see any significant macroeconomic and market-driven risks other than those
already discussed in the market section of the Porters 5 Forces analysis. We

therefore perceive no risks that could jeopardise Gerresheimer's business.
Recommendation

Based on our analyses, we see a target price for Gerresheimer of €148.14 on
December 31, 2024. Combined with our expected dividend of €1.30 and the cur-
rent share price of €93.00, this gives a potential upside of 60.7%. In our view, the
high upside is particularly justified by the stable foundation provided by the com-
pany's activities in non-cyclical markets, combined with significant opportunities,
especially from the potential blockbuster drugs with GLP-1 compounds.
Gerresheimer is very attractively positioned in its business areas and has particu-
lar opportunities in segments with attractive margins, which will improve profitabil-
ity. We believe that Gerresheimer is also well prepared for the potential risks to
which it is exposed and therefore see good opportunities to further improve its

market position.
Our recommendation is BUY.

We have determined our price target via the APV method and we believe that the
results of our relative valuation via multiples confirm our results with a price target
of €149.30 for all peer group companies and €161.70 for the most similar ones.
We therefore consider our target price to be in a reasonable range, which further

supports the robustness of our recommendation.
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Name Age Role Role start Committee(s) Independence
Dr Axel Herberg 65 Chairman of the April 2015 (Board Presiding, Audit, Officially yes, but
Board Member since June | Nomination, was CEO of
2010 Mediation Gerresheimer prior
to joining the board
Francesco Grioli 50 Deputy Chairman of | December 2011 Presiding, Audit, Yes, he is IG BCE
the Board Mediation union
representative
Andrea Abt 63 Member of the April 20215 Audit, Nomination Yes, various
Board management
positions in
companies like
Siemens
Dr Karin Dorrepaal 62 Member of the April 2012 Mediation Yes, worked as
Board consultant and is
now member of
multiple boards
Prof Dr Annette 56 Member of the June 2022 Audit Yes, was
Koehler Board accounting
professor at
University of
Duisburg-Essen
Dr Peter Noe 66 Member of the June 2012 Presiding Yes, was BoM
Board member at Hochtief
AG
Udo Vetter 68 Member of the May 2007 Nomination Yes, he was a
Board manager in the
pharma industry
Robert Froehler 63 Member of the June 2022 / No, he is employed
Board at Gerresheimer
since 1979 and
member of the
worker’s council
Marlies Mergenthal | 37 Member of the June 2022 / Yes, she works at
Board IG BCE union and
is repsonsible for
Gerresheimer’'s
plant in Lohr
Markus Rocholz 53 Member of the April 2012 Presiding, Audit No, he is employed
Board at Gerresheimer
since 1987 and
Chairman of the
worker’s council
Paul Schilling 53 Member of the April 2017 Mediation No, he is employed
Board at Gerresheimer
since 2002 and
member of the
worker’s council
Katja Schnitzler 41 Member of the April 2017 Audit No, she is
Board employed at

Gerresheimer since
2008 and leads the
group’s HR

Table 6: Supervisory Board overview

Source: Company website
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Ownership overview

Investor % of Valuein | Investor type Location
shares €
Goldman Sachs Asset Management International 11.19% 317.69 Investment Advisor UK
Artisan Partners Limited Partnership 5.06% 172.63 Investment Advisor us
AllianceBernstein L.P. 4.54% 98.47 Investment Advisor/Hedge Fund us
Fidelity Management & Research Company LLC 4.19% 125.56 Investment Advisor us
BlackRock Institutional Trust Company, N.A. 3.76% 133.65 Investment Advisor us
UBS Asset Management (Deutschland) GmbH 3.46% 102.37 Investment Advisor Germany
Deka Investment GmbH 3.40% 102.08 Investment Advisor/Hedge Fund Germany
Lazard Asset Management, L.L.C. 3.13% 112.76 Investment Advisor/Hedge Fund us
MFES Investment Management 2.98% 87.90 Investment Advisor/Hedge Fund us
Schroder Investment Management Ltd. (SIM) 2.96% 106.63 Investment Advisor/Hedge Fund UK
The Vanguard Group, Inc. 2.89% 86.56 Investment Advisor/Hedge Fund us
Water Street Capital, Inc. 2.82% 68.40 Hedge Fund us
Norges Bank Investment Management (NBIM) 2.63% 63.75 Sovereignh Wealth Fund Norway
APG Asset Management N.V. 2.62% 63.51 Pension Fund Netherlands
Neuberger Berman, LLC 2.49% 60.39 Investment Advisor/Hedge Fund us
DWS Investment GmbH 2.48% 72.34 Investment Advisor/Hedge Fund Germany
Morgan Stanley Investment Management Inc. (US) 2.22% 53.75 Investment Advisor/Hedge Fund us
Dimensional Fund Advisors, L.P. 2.05% 61.62 Investment Advisor/Hedge Fund uUs
Fidelity International 1.84% 55.78 Investment Advisor UK

Table 7: Ownership structure
Source: Refinitiv

Competition overview

Company size -
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Figure 38: Competition overview
Source: Annual reports, own analysis
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SWOT analysis

Broad product portfolio is
Gerresheimer's USP
against competitors such
as Schott Pharma

Position in GLP-1 market
offers significant market
share options in syringe
market

Strengths

/  Gerresheimer is highly
dependent on the
competitive
pharmaceuticals market, as
other sources of income
such as cosmetics and
food & beverages play only
a subordinate role.

Weaknesses

Threats

Figure 39: SWOT analysis
Source: Own analysis

Revenue segmentation

Total revenue

Revenue share per segment and subsegment in FY2022

51.6% 47.7%

Plastic & Devices Primary

Packaging Glass

48.4% 38.7% 12.8% 67.1% 25.2% 7.8%
Plastic packagin Pharmaceutical Food and
P 9ing glass beverage

Source: Annual report FY2022, Investor relations

Figure 40: Revenue segmentation
Source: Investor Relations
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Advanced
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€mn

APV model

Operating free cash flow - base case
Operating free cash flow - default case

Detailed planning period

Expected operating free cash flow
FY 2025 adjustment factor

Unlevered cost of capital

Value of discounted cash flows
Interest tax shield

Value of interest tax shield
Value of non-operating assets

Enterprise value at the end of each period

Debt financing cash flow (excl. Interest tax shield and minority interest)

Cost of debt

Value of net financial debt
Minority interest cash flow

Value of minority interest

Value of net financial debt and other claims

Shareholder's equity value at the end of each period

\\\ \\\ \\\ \\\\\

@
T

2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F v
\\\{3‘2\\\\}?@\31 ] 57 a1 81 114 140 195 245 388
% N 35 26 51 7 87 121 152 242
R 57 41 81 114 140 195 245 388
N 91.5%
7.3% 7.3% 7.3% 7.3% 7.3% 7.3% 7.3% 7.3%
5,961 6,321 6,702 7,078 7,456 7,807 8133 8,340
16 18 20 21 22 24 27 30
608 614 618 622 624 625 623 668
(190) (214) (236) (260) (286) (313) (342) (362)
6,379 6,720 7,083 7,440 7,795 8,119 8,414 8,646
188 75 24 (o) 140 150 163 (28)
N 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
\ “g&‘ “$§§§ “:§‘$$\ @, 123) (1,237) @, 310) @; 361) (1,555) (1,767) (1,999) (2,050)

Total shares outstanding (mn]

Price per share as of 31 December 2024 (€)

Table 8: APV model
Source: Own analysis
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(78, 98]

Figure 41: Monte Carlo simulation

Source: Own analysis

R m \\k\ \ 3 (L 263) (1, 237) (1 310) (1 361) (1 555) (1, 767) (1,999) (2,050)
M“m“ﬁm 5117 5,483 5773 6,079 6,240 6,352 6,415 6,507

3454

148.14

Monte Carlo simulation
Target price: EUR 148.14
1
(98, 118] (118, 138] (138, 158] (158, 178] (178, 198] (198, 218] (218, 238] (238, 258] (258, 278] (278, 298] (298, 318] (318, 338] (338, 358] (358, 373] > 373

Share price (EUR)
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Multiple overview — Table

EV/EBIT - EVI/EBIT - EVIEBIT - EV/IEBIT - EV/EBITDA - EV/EBITDA - EV/EBITDA - EV/EBITDA - EV/Sale: EV/Sales - EV/Sales - EV/Sales -

Comesny =372 um) LTM™ 2023E 2024E 2025E LT™M 2023E 2024E 2025E LT 2023E 2024E 2025E
Becton Dickinson 84,632 17.98x 20.00x 18.13x 17.89x 14.57x 16.00x 14.72x 13.14x 4.75x 4.54x 4.29x 4.01x
Insulet Corp 19,831 168.71x 134.90x 98.51x 72.23x 80.73x 83.31x 63.16x 49.88x 13.74x 13.22x 11.01x 9.29x
West Pharma 15,640 24.51x 23.80x 20.91x 18.36x 20.56x 19.82x 17.62x 15.46x 5.77x 5.59x 5.13x 4.78x
Aptargroup 7,688 n/a 18.94x 17.11x 15.62x 12.30x 12.19x 11.30x 10.66x 2.41x 2.39x 2.29x 2.18x

.g Stevanato 5,367 25.61x 25.31x 22.62x 19.89x 18.83x 18.20x 15.76x 13.89x 5.08x 4.91x 4.40x 3.96x
@
% Ypsomed 2,781 n/a 22.21x 16.64x 14.78x n/a 12.78x 10.18x 9.46x n/a 4.43x 3.83x 3.48x
S
g SCHOTT Pharma 5,078 nla 27.67x 25.32x 20.20x n/a 21.42x 19.03x 15.42x n/a 5.71x 5.18x 4.45x
Medmix AG 892 n/a 17.67x 12.55x 9.96x n/a 8.52x 6.86x 5.83x nla 1.69x 1.56x 1.44x
Amcor PLC 19,071 13.07x 13.37x 12.63x 12.25x 10.38x 10.30x 9.85x 9.57x 1.43x 1.45x 1.39x 1.36x
Berry Global 14,275 12.64x 11.46x 10.88x 10.37x 7.60x 7.46x 7.22x 6.95x 1.23x 1.24x 1.21x 1.19x
Aluflexpack AG 415 n/a 19.13x 14.82x 11.48x n/a 8.34x 7.15x 6.08x n/a 1.06x 0.97x 0.88x
O-l Glass Inc 6,190 6.95x 7.04x 7.45x 7.26x 4.66x 4.66x 4.80x 4.79% 0.94x 0.93x 0.93x 0.90x
é Verallia SA 5,368 n/a 6.73x 7.03x 6.90x 4.77x 4.70x 4.81x 4.76x 1.37x 1.35x 1.39x 1.35x
'% Nipro Corp 4,997 nla n/a n/a nla nla 9.49x 8.91x 8.47x 1.32x 1.36x 1.29x 1.22x
2
§ Vidrala SA 2,593 n/a 9.00x 9.29x 8.73x 6.07x 6.69x 6.80x 6.46x 1.70x 1.70x 1.77x 1.72x
g Zignago Vetro 1,488 9.11x 10.05x 11.85x 11.27x 6.38x 6.86x 7.61x 7.41x 2.06x 2.02x 2.10x 2.06x
Piramal Pharma 1,472 n/a 27.54x 18.16x 11.51x n/a 11.00x 8.75x 6.90x nla 1.59x 1.40x 1.21x
Average 34.82x 24.09x 19.73x 16.35x 16.27x 14.99x 12.86x 11.18x 3.35x 3.16x 2.87x 2.60x
Gerresheimer 3,339 n/a 14.88x 12.18x 10.07x 8.40x 8.04x 6.99x 6.01x 1.69x 1.66x 1.51x 1.37x

Table 9: Multiple overview
Source: Refinitiv, Own analysis

Peer overview — Table

EBIT margin EBITDA margin
(5years avg) (5 years avg)

Company Country  Rationale

Becton, Dickinson and Company (BD) offers a range of medical products, some of which overlap with Gerresheimer's product range, mainly syringes

Becton Dickinson  USA and drug delivery devices as well as diagnostic products. BD is a major competitor and is therefore included in the peer group. 12.4% 24.7%
insulet Corp USA Insulet manufactures and sellls the Omnipod System, a continuous insulin delivery system for people with insulin-dependent diabetes. This is 7.2% 12.0%
comparable to Gerresheimer's GLP-1 related packaging. It's excluded from the main peers due to very high multiples.
West Pharma USA West Pharmageullcal Services focuses primarily on lhe mar ire of phar itical and drug delivery devices. As a major competitor, 21.7% 26.6%
West Pharma is one of the most comparable companies.
Aptargroup USA Aptargroup develops and manufactures a range of drug delivery solutions and active packaging. 12.6% 19.6%
8 Stevanato focuses on pharmaceutical packaging, mainly glass ampoules and vials, as well as drug delivery devices such as syringes and injectors.
.2 Stevanato Italy o . . " . " n/a n/a
H The company even has a partnership with Gerresheimer, making it one of its main competitors.
o= n Ypsomed manufactures injection pens for pharmaceutical and biotechnology companies. The company is particularly comparable because it
3 " B 3
P VipEeie Swizerland o tactures pens for the treatment of diabetes. UkD AR
% SCHOTT Pharma Germany Schott Pharma manufa_ctures syringes, cartridges, vials and ampoules. I_t c_ompetes with Gerresheimer mainly in product groups such as i W
o pharmaceutical packaging and syringes and therefore one of the most similar peers.
. N Medmix is a producer of pharmaceutical delivery devices for the dosage and application of medication. However, the company is mainly active in the
MSiBAS SIS dental industry and thus not one of the most similar peers. HgF 2
Amcor PLC Switzerland Amco_r dgslgns and manufa_ctures_packagmg for, among others, fuod. l_)everage, pharmaceutical, medical and personal care products. The company 10.2% 14.4%
is active in too many other industries and thus not one of the most similar peers.
Berry Global USA Berry Global creates ‘packgglng products. The Hgalth, }_—Iyglene & Specialties segment pnrna_nly consists of healthcare, hygiene, specialties, and 9.6% 16.0%
tapes. The company is active in too many other industries and thus not one of the most similar peers.
Aluflexpack AG Switzerland  Aluflexpack is a packaging company specialized in flexible packaging for a range of industries including food and pharmaceuticals. The company is 6.0% 13.8%
active in too many other industries and thus not one of the most similar peers.
0O-1 Glass Inc USA O-l Glass is a manufacturer of glass container products for various industries. The company is active in too many other industries and thus not one of 9.3% 16.1%
the most similar peers.
@
7]
S Verallia SA France Verallia is a manufacturer of glass packaging. Verallia is not a major competitor, as it focuses more on food and beverages. 15.7% 26.4%
? B Nipro's medical segment involves in medical devices for injection and infusion, and diabetes in Japan and overseas markets. The Pharma Packaging
S Nipro Corp Japan . N . . o . P N 4.9% 14.1%
g segment sells vials as medical glass in Japan. The geographic focus is different compared to Gerresheimer, so it is not one of the main peers.
S
& Vidrala SA Spain Vidrala manufactures glass packaging and containers. Vidrala is a major competitor in the glass segment and is therefore included in the peer group. 17.4% 25.5%
E Zignago Vetro Italy Zignago is a manufac_tu(er of glass packaging for food, beverages, perfumes and more. The company is active in too many other industries and thus 12.7% 24.4%
T not one of the most similar peers.
" " Piramal's glass segment manufactures glass for pharmaceutical companies, among other things, but as the company has many other segments, it is
Piramal Pharma  India ot part of the closer peer group. n/a nla
Gerresheimer Germany Gerresheimer is a German manufacturer of packaging solutions and drug delivery devices for the pharma, cosmetics and nutrition industry. 10.5% 20.7%

Table 10: Peer overview
Source: Refinitiv, Own analysis
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Contributor

Broker consensus — Table

Target Price (€) Recommendation Review Date

Undisclosed 120.00 2-OVERWEIGHT 04-Dec-2023
HAUCK AUFHAEUSER INVESTMENT BANKING 115.00 3-HOLD 18-Oct-2023
Undisclosed 120.00 1-BUY 18-Dec-2023
KEYBANC CAPITAL MARKETS INC. 200.00 2-OVERWEIGHT 05-Oct-2023
SRH ALSTERRESEARCH AG 125.00 2-BUY 23-Now-2023
Undisclosed 119.00 1-BUY 05-Oct-2023
Undisclosed 139.60 2-OVERWEIGHT 05-Dec-2023
EQULTS 118.50 2-BUY 09-Oct-2023
Average 132.14

Table 11: Broker consensus
Source: Refinitiv

EV/Sales - 2025E
EV/Sales - 2024E
EV/Sales - 2023E
EV/Sales - LTM
EV/EBITDA - 2025E
EV/EBITDA - 2024E
EV/EBITDA - 2023E
EV/EBITDA - LTM

EV/EBIT - 2025E

Valuation method

EV/EBIT - 2024E

EV/EBIT - 2023E

EV/EBIT - LTM

0.00

Multiple overview — Football field

Valuation overview - Comparable company analysis

50.00

Figure 42: Multiple overview — Football field

Source: Own analysis
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Detailed planning period
€mn 2018 2019 2020 2021 2022 2023E 2024F  2025F 2026F  2027F 2028F 2029F 2030F TV
Total revenue 1,368 1,392 1,419 1,498 1,817 2,067 2,370 2,603 2,835 3,078 3,337 3,611 3,901 4,110
Plastics & devices 750 754 765 801 938 1,077 1,289 1,405 1,523 1,641 1,765 1,890 2,016 2,104
Primary packaging glass 605 631 644 689 867 956 1,041 1,135 1,237 1,348 1,469 1,600 1,744 1,849
Advanced technologies 13 6 9 8 12 35 40 63 75 88 104 121 141 158
Cost of operating revenue (868) (774) (878) (950) (1,145) n/m n/m nm n/m n/m n/m n/m nm n/m
D&A related to COGS (100) (230) (103) (106) (125) n/m n/m n/m n/m n/m n/m n/m n/m n/m
Gross profit 500 618 541 548 672 n/m n/m n/m n/m n/m n/m n/m n/m n/m
Selling, general and administrative expenses (224) (237) (241) (257) (324) n/m n/m nm n/m nm n/m n/m nm n/m
D&A related to SG&A (37) (40) (42) (40) (47) n/m n/m nm n/m nm n/m n/m nm n/m
Other operating expenses / income 12 15 14 12 11 n/m n/m nm n/m nm n/m n/m nm n/m
Implied operating costs (incl. SG&A, COGS and other expenses) N 1,637) (1,845 1,996) (2,154) (2,320) (2,494) (2,675) (2,864) (3,015)
EBITDA before special items 288 396 314 302 359 430 525 606 681 758 843 936 1,037 1,095
Depreciation and amortization (137) (270) (146) (145) (172) (198)  (215)  (224)  (247)  (269) (291) (314) (336) (358)
Operating income before special items 151 126 169 157 187 233 311 382 435 489 552 622 701 737
Gain from asset sales (0) 3 9 6 0 = ° = ° = ° = = =
Operating income after special items 151 129 178 163 188 233 311 382 435 489 552 622 701 737
Taxes on operating income (42) (20) (60) (52) (51) (68, 90) (111) (126) (142) (160) (181) (203) (214)
Operating income after tax (NOPLAT) 109 109 119 111 136 165 221 271 309 348 392 442 498 523
Equity earnings 0 0 0 - - - N
Other non-operating income 4 0 - - - -
Other non-recurring income (15) 5) (20) (15) (18); (7) \\\ \k \\k \& \& \& \\ N
Non-operating income before taxes (11) (5) (20) (15) (18) (7) \
Taxes on non-operating income 3 1 7 5 5 2 \\\\ \\ \\\ \& \\\ \& \&\\\\\
Non-operating income after taxes 8 (5) (14) (10) (13) [BR N N N N N N N N\
NPLAT 101 104 105 101 123 161 221 271 309 348 392 442 498 523
Interest income 2 3 1 1 4 2 2 2 2 2 2 2 2
Non-interest financial income (5) 4 3) 1) 0 3) 3) 3) ) 3) 3) ) 3)
Interest expenses (30) (25) (21) (21) (49) (55) (63) (69) (72) (75) (83) (92) (102)
Financial result before taxes (32) (26) (23) (20) (45) (56) (64) (70) (73) (76) (84) (94) (104)
Tax shield 8 4 7 7 14 16 18 20 21 22 24 27 30
Minority interests 2) (2) (1) 3) 4 (4) 5, 5! (6) (6) (6) (7). ()
Financial result after taxes (26) (24) 17) 17) (35) (44) (51) (55) (58) (60) (67) (74) (81)
Gain from extraordinary activities 53 - - - - - - - - - - - - -
Net income attributable to shareholders 128 81 88 84 96 125 176 220 254 290 332 375 424 442
Table 12: Reformulated income statement
Source: Own analysis
Reformulated cash flow statement
Detailed planning period
€mn 2018 2019 2020 2021 2022 2023E 2024F 2025F 2026F  2027F 2028F 2029F 2030F TV
Operating income after special items 151 129 178 163 188 233 311 382 435 489 552 622 701 737
Less taxes on operating income (42) (20) (60) (52) (51) (68) (90) (111) (126) (142) (160) (181) (203) (214)
Plus depreciation and amortization 137 270 146 145 172 198 215 224 247 269 291 314 336 358
Operating gross cash flow 246 379 264 257 308 363 435 496 555 616 683 756 834 881
Less change in net operating current assets n/a 200 (193) @ (45). (12) (36) (30) 27) (30) (44) (35) 37) (28)
Less investments in PP&E and intangibles nla (202) (124) (301) (357) (359) (365) (442) (464) (490) (519) (546) (574) (481)
Less change in other operating assets n/a 17 5 ®3) (153); 19 23 17 17 18 19 20 22 16
Total investments n/a 16 (312 (305) (555) (352)  (379)  (454)  (474)  (503) (544) (561) (589) (493)
Operating free cash flow n/a 395 (48) (48) (247), 11 57 41 81 114 140 195 245 388
Non-operating income (11) (5 (20) (15) (18) (@] - - - - a B - -
Less taxes on non-operating income 3 1 7 5 5 2 - - - - - - - -
Less change in non-operating assets n/a (30) 3) (19) 24 41 30 24 23 24 26 27 29 20
Non-operating free cash flow n/a (34) (16) (30) 11 36 30 24 23 24 26 27 29 20
Free cash flow to firm n/a 360 (64) (1) (236) 47 87 65 104 137 165! 222 274 408
Net financial profit after taxes (26) (24) 17 a7 (27) (35) (44) (51) (55) (58) (60) (67) (74) (81)
Change in net financial debt and other claims n/a (308) 210 68 110 159 244 139 93 72 216 235 256 75
Debt financing cash flow nla (332) 193 51 83 124 199 88 38 15 156 168 183 (6)
Equity financing cash flow n/a (28) (129) 26 153 (171) (286) (154) (142) (152) (321) (390) (457) (402)
Financing cash flow nla (360) 64 77 236 (a7) (87) (65 (104 (137) (165) (222) (274) (408)

Table 13: Reformulated cash flow statement

Source: Own analysis
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Reformulated balance sheet

Detailed planning period
€mn 2018 2019 2020 2021 2022! 2023E 2024F 2025F 2026F 2027F 2028F 2029F 2030F TV
Working Cash 68 70 71 75 91 103 119 130 142 154 167 181 195 206
Trade receivables 274 224 215 212 270 332 381 418 455 494 536 580 627 660
Other receivables 16 21 27 39 35 16 21 27 39 35 38 43 a7 52
Inventories 171 185 190 238 311 299 342 376 410 445 482 522 564 594
Current prepaid expenses 5 5 5 5 6 7 8 9 9 10 11 12 13 14
Other current assets 4 6 5 24 35 19 22 24 26 29 31 34 36 38
Operating current assets 538 510 514 593 747 776 892 984 1,082 1,167 1,265 1,371 1,482 1,563
Trade accounts payable and accruals 304 321 311 387 476 493 573 635 706 760 814 885 959 1,012
Other current liabilities 70 225 45 48 68 68 68 68 68 68 68 68 68 68
Operating current liabiliti 374 546 356 435 544 561 641 703 774 828 882 953 1,027 1,080
Net operating current assets 165 (36) 158 158 203 215 251 281 308 338 382 418 455 483
Non-current receivables 3 1 1 1 1 3 1 1 1 1 2 2 3 3
Property, plant and equipment 621 702 763 904 1,061 1,161 1,211 1,351 1,491 1,631 1,771 1,911 2,051 2,103
Net research and development cost 25 21 38 54 70 56 64 70 77 83 90 97 105 111
Brand, patents and trademarks 789 641 569 543 525 598 685 753 820 890 965 1,044 1,128 1,189
Other intangible assets 21 23 25 35 37 39 44 49 53 57 62 67 73 v
Goodwill 671 672 642 656 685 685 685 685 685 685 685 685 685 685
Fixed assets 2,129 2,061 2,039 2,194 2,379 2,541 2,691 2,908 3,126 3,347 3,575 3,807 4,045 4,167
Current derivative financial instruments 0 0 1 0 0 0 0 0 0 0 0 0 0 0
Non-current derivative financial instruments - - - 7 129 129 129 129 129 129 129 129 129 129
Other non-current assets 25 22 17 10 10 10 10 10 10 10 10 10 10 10
Other operating assets 25 22 18 17 140 140 140 140 140 140 140 140 140 140
Current derivative financial liabilities 1 1 - - - = ° = ° = ° = = B
Non-current derivative financial liabilities - - - - - - - - - - - - - -
Non-current trade accounts payable 0 0 0 1 - - - - - - - - - -
Other non-current liabilities 153 168 170 165 135 154 177 194 211 229 249 269 291 306
Other operating liabiliti 154 169 170 165 135 154 177 194 211 229 249 269 291 306
Net other operating assets (130) (147) (152) (148) 4 (14) 37) (54) (72) (90) (109) (129) (151) (167)
Operating invested capital 2,164 1,878 2,045 2,204 2,587 2,741 2,905 3,135 3,362 3,596 3,849 4,096 4,348 4,484
Current loans 2 0 - - - = > = ° = > = = =
Current income tax receivables 18 18 19 24 41 33 37 41 45 48 53 57 61 65
Current assets held for sale 1 - - 0 - = ° = ° = ° = = B
Non-current investments 5 13 9 8 25 25 25 25 25 25 25 25 25 25
Investments in associates, joint ventures and subsidiaries 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Non-current loans 0 0 0 1 1 1 1 1 1 1 1 1 1 1
Non-operating assets 26 32 29 34 66 58 63 66 70 74 78 82 87 920
Current income tax payables 5 6 11 12 22 17 23 28 32 35 40 45 51 53
Deferred tax and investment tax credits 168 142 131 116 163 200 230 252 275 298 324 350 378 399
Non-operating liabiliti 173 148 143 128 185 217 252 280 306 334 364 395 429 452
Net non-operating assets (146) 17) (114) (95) (118) (159)  (190)  (214)  (236)  (260) (286) (313) (342) (362)
Total funds invested 2,018 1,762 1,931 2,109 2,468 2,582 2,715 2,921 3,126 3,336 3,563 3,783 4,006 4,122
Short-term debt and current portion of long-term debt 388 338 210 438 536 608 701 761 801 832 925 1,027 1,138 1,169
Long-term debt 751 498 838 695 685 778 897 974 1,025 1,064 1,183 1,313 1,455 1,496
Financial debt 1,140 836 1,048 1,134 1,221 1,386 1,598 1,735 1,826 1,895 2,109 2,340 2,593 2,665
Excess cash 12 16 17 39 22 30 ° = ° = ° > = B
Net debt 1,128 820 1,031 1,095 1,199 1,356 1,598 1,735 1,826 1,895 2,109 2,340 2,593 2,665
Minority interest 17 16 16 21 26 29 31 33 36 38 41 45 48 52
Net debt and other claims 1,145 837 1,047 1,115 1,226 1,385 1,629 1,768 1,861 1,934 2,150 2,385 2,641 2,717
Shareholder's equity 873 925 884 994 1,243 1,197 1,087 1,153 1,265 1,402 1,413 1,398 1,365 1,405
Total funds reconcilation 2,018 1,762 1,931 2,109 2,468 2,582 2,715 2,921 3,126 3,336 3,563 3,783 4,006 4,122

Table 14: Reformulated balance sheet
Source: Own analysis
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)

of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected divi-

dend yield) over a 12-month period.

This report was prepared by Paul Becker and Jan Felix Heinzelmann, Master in Finance students of Nova

School of Business and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who re-

vised the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE under-
standing that Nova SBE, the author, the present report and its publishing, are excluded from the persons and
activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its faculty and
the author of this report have not sought or obtained registration with or certification as financial analyst by
any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her academic su-
pervisor is registered with or qualified under COMISSAO DO MERCADO DE VALORES MOBILIARIOS (“CMVM”, the
Portuguese Securities Market Authority) as a financial analyst. No approval for publication or distribution of
this report was required and/or obtained from any local authority, given the exclusive academic nature of the

report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the
author of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary. Nei-

ther the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading
Act), this entity is not required to register with or otherwise notify the Bundesanstalt fir Finanzdienstleistung-
saufsicht (“BaFin”, the German Federal Financial Supervisory Authority). It should be noted that Nova SBE is
a fully-owned state university and there is no relation between the student’s equity reports and any fund rais-

ing programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively academ-
ic purpose and, as such, was not prepared by way of business. The author - a Master’s student - is the sole
and exclusive responsible for the information, estimates and forecasts contained herein, and for the opin-
ions expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE and its
faculty have no single and formal position in relation to the most appropriate valuation method, estimates or

projections used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein

may change without further notice.

The target company or security of this report may be simultaneously covered by more than one student. Be-
cause each student is free to choose the valuation method, and make his/her own assumptions and esti-
mates, the resulting projections, price target and recommendations may differ widely, even when referring to
the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance

are, by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being de-

nominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any per-
son other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this
report, students did not have in consideration the specific investment objectives, financial situation or particu-
lar needs of any specific person. Investors should seek financial advice regarding the appropriateness of

investing in any security, namely in the security covered by this report.
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The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect
compensation for expressing the opinions or recommendation included in this report.

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and compa-
nies, through donations, or indirectly by hiring educational programs, among other possibilities. Thus, Nova
SBE may have received compensation from the target company during the last 12 months, related to its fund-
raising programs, or indirectly through the sale of educational, consulting or research services. Nevertheless,
no compensation eventually received by Nova SBE is in any way related to or dependent on the opinions
expressed in this report. The Nova School of Business and Economics does not deal for or otherwise offer

any investment or intermediation services to market counterparties, private or intermediate customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE
may decide to suspend this report reproduction or distribution without further notice. Neither this document
nor any copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than
Portugal or to any resident outside this country. The dissemination of this document other than in Portugal or

to Portuguese citizens is therefore prohibited and unlawful.
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