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Key Metrics

SBFM - NASDAQ $0.49

Pricing Date August 4 2023

Price Target $2.60

52-Week Range $1.50 - $0.45

Shares Outstanding (mm) 24.6

Market Capitalization (mm) $11.9

3-Mo Average Daily Volume 1,351,227

Book Value/Share NM

EPSFY: December
 Prior Curr. Prior Curr.

2022A 2023E 2023E 2024E 2024E

1Q-mar (0.23) -- (0.08)A -- (0.08)E

2Q-jun (0.03) -- (0.08)E -- (0.02)E

3Q-sep (0.08) -- (0.07)E -- 0.01E

4Q-dec (1.11) -- (0.06)E -- 0.05E

FY (1.76) -- (0.28)E -- (0.01)E

P/E

Revenue (M)
 Prior Curr. Prior Curr.

2022A 2023E 2023E 2024E 2024E

1Q-mar 0.1 -- 4.9A -- 7.5E

2Q-jun 0.2 -- 5.0E -- 10.0E

3Q-sep 0.1 -- 5.4E -- 12.6E

4Q-dec 3.9 -- 6.7E -- 15.8E

FY 4.3 -- 22.0E -- 45.9E

Company Description:
Sunshine Biopharma, Inc. is a pharmaceutical company
offering and researching life-saving medicines in a wide
variety of therapeutic areas, including oncology and antivirals.
Located in Montreal, Canada, the company began trading on
the Nasdaq on February 15, 2022.

Aegis Capital has provided investment banking services for
Sunshine Biopharma multiple times over the past two years,
most recently in May 2023.

Sunshine Biopharma Inc.
Rating: Buy
Sunshine Biopharma - a company with ramping
sales and a high-ceiling pipeline.

Investment Highlights:

We are initiating coverage of Sunshine Biopharma, Inc. with a Buy recommendation
and a $2.60 Target Price.

Sunshine Biopharma represents a unique combination of investment opportunities,
in our opinion. The company has an existing business in the Canadian generics and
OTC supplement sectors that is ramping up. We believe Sunshine could report $22
million in sales this year (up from $4.3 million in 2022) and then double that each year
to $46 million in 2024 and $100 million in 2025 (Aegis Capital estimates), achieving
profitability by the end of 2024. They are doing this by aggressively adding high-
demand drugs to their sales bag and increasing the effectiveness of their marketing in
the $8.6 billion Canadian generics market. Based solely on our forecasted sales and
net profits for this segment of Sunshine's business, we believe the company could
reach a market valuation of $56 to $59 million USD.

Sunshine plans to use these revenues to support the development of its high potential
pipeline. The company is developing three novel therapeutics to treat cancer and
COVID-19 viral diseases. We think any one of these pipeline drugs could ultimately
add at least $1 billion to Sunshine's valuation if successful.

The first pipeline drug is Adva-27a, which is a new chemical entity with a structure
similar to a current and well known cancer drug called Etoposide. Adva-27a has
superior pharmacologic properties and is 16 times more effective at killing multi-
drug resistant cancer cells than Etoposide. Adva-27a is entering animal studies and
could be in human clinical studies in 12-18 months (3Q24 to 1Q25).

The second pipeline drug is SBFM-PL4. There are two major proteases encoded
by COVID-19 that are vital to the early stages of viral infection, Mpro and PLpro.
Sunshine has developed a small molecule inhibitor specific for the PLpro viral
protease. Pfizer has an Mpro specific inhibitor called Paxlovid on the market which
is expected to record $8-$15 billion in sales this year. SBFM-PL4 could be the first
PLpro inhibitor and is expected to start Phase 1 trials in Q3 or Q4 of next year.

The third pipeline drug is an mRNA based therapy called K1.1. Sunshine has
developed K1.1 in-house, but has partnered with one of the world's leading mRNA
lipid particle delivery companies for its development. K1.1 has shown it is capable
of destroying cancer cells in vitro, including multidrug resistant breast cancer cells,
ovarian adenocarcinoma cells, and pancreatic cancer cells. Parallel studies using
normal human cells showed that K1.1 mRNA had little or no cytotoxic effects.
Sunshine plans to start Phase 1 clinical trials in Q3 or Q4 of 2024.

We are initiating coverage of Sunshine Biopharma with a Buy recommendation based
on its growing generic and OTC sales and on its unique, high-value pipeline. We
recognize that Sunshine's pipeline is all in pre-clinical stages, so our Price Target of
$2.60 is based entirely on the projected increase in its generic drug sales with any
future value added by its pipeline included as pure upside.

The Disclosure section may be found on pages 14 - 15 of this report.
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Company Description

Sunshine Biopharma, Inc. is a pharmaceutical company offering and researching life-saving medicines in a wide variety of therapeutic areas, including

oncology and antivirals. Located in Montreal, Canada, the company began trading on the Nasdaq on February 15, 2022. Its ticker symbol is SBFM.

Sunshine Biopharma operates three wholly owned subsidiaries:

■ Nora Pharma Inc., a Canadian corporation with a portfolio consisting of 49 prescription drugs on the market in Canada and 28 additional drugs
scheduled to be launched in 2023 and 2024. Nora was acquired by Sunshine in Oct. 2022.

■ Sunshine Biopharma Canada Inc., a Canadian corporation which develops and sells OTC (Over The Counter) nutritional supplements, such as
Essential 9 amino acids, vitamins, calcium, etc.

■ Sunshine Biopharma, Inc., the R&D arm of SBFM which is currently developing Adva-27a, K1.1 mRNA and SBFM-PL4, a PLpro inhibitor. Each
of these drug candidates are novel therapeutics addressing very large markets in oncology and anti-viral indications.

Management

The Chairman and CEO, Steve Slilaty, Ph.D., and the CFO, Mr. Camille Sebaaly, have been with the company since its founding in 2009. Dr. Slilaty

has previously founded two other biotech companies, Quantum Biotechnologies Inc. and Genomics One Corporation, which he took public. He is an

accomplished scientific expert, serving as a research team leader at the Biotechnology Research Institute (Montreal), a division of the National Research

Council of Canada. Dr. Slilaty is considered one of the pioneers of Gene Therapy. Dr. Slilaty received his Ph.D. degree in Molecular Biology from the

University of Arizona and his Bachelor of Science degree in Genetics and Biochemistry from Cornell University.

Investment Thesis

Why Sunshine Biopharma and why now?

The company was founded in 2009, focusing on the development of Adva-27a, a unique anti-cancer compound invented in-house. For years, that was

the company’s main focus, and it could have remained a more-or-less unnoticed player in the drug development field. In 2020, management thoughtfully

and carefully began to redesign the company. Sunshine ramped up its internal R&D efforts and synthesized its first PLpro inhibitors in 2020 and added

the K1.1 mRNA anti-cancer program in 2021.

In 2022, the company made several key strategic improvements. They raised over $35 million, they achieved a listing on the Nasdaq Capital Market

and they acquired Nora Pharma, Inc. The Nora acquisition gave the company immediate significant revenues from the sale of generic drugs and the

ability to expand those revenues to the point of profitability, which we believe Sunshine could reach by the end of 2024. The company plans to use these

profits to support the development of its three drug pipeline.

Today, Sunshine Biopharma finds itself on the verge of a string of quarters with projected revenues ramping up from $4.3 million in 2022 to estimated

levels of $22 million this year, $46 million next year and $100 million in 2025. Based on our discounted estimated flow of net revenues for 2023 to

2025, we believe SBFM could be valued at $56.5 million, compared to its current market value of $11.9 million. Our targeted price for SBFM shares,

based on this discounted net revenue analysis, is $2.60 or 5.4 X higher than the current share price of $0.485.

Our valuation of Sunshine Biopharma is based solely on our estimates for the company’s increasing generics revenues. We are convinced that each

of SBFM’s three drugs in development have blockbuster potential, but they are all 9 to 18 months away from having human clinical data so we view

them as too early to include in our valuation. In our opinion, investors are currently getting the upside that these high-ceiling drugs in development

represent for free.

We are initiating coverage of Sunshine Biopharma with a BUY recommendation and a Price Target of $2.60.
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Details

The Generics Market

The FDA defines a generic drug as identical--or bioequivalent--to a brand name drug in dosage form, safety, strength, route of administration, quality,

performance characteristics and intended use. Although generic drugs are chemically identical to their branded counterparts, there may be different

inactive ingredients. Generic drugs are typically sold at substantial discounts from the branded price. According to the Congressional Budget Office,

generic drugs save consumers an estimated $8 to $10 billion a year at retail pharmacies. A trade group that represents generic drugmakers, the Association

for Accessible Medicines, reports that generics account for 90% of all prescriptions filled.

The Generic Drugs Market is segmented by route of administration (oral, topical, injectable, and other), application (cardiovascular, anti-infective,

central nervous system, anti-cancer, respiratory, and others), distribution channel (hospitals/clinics, retail pharmacies, and other), and geography (North

America, Europe, Asia-Pacific, Middle East & Africa, and South America).

Generic Drug Market Size, Growth Trends and Forecasts: Reports from independent market research groups estimate that the Canadian generic

drug market reached $8.9 billion in sales in 2022. A Research & Markets report from May 2023 forecasts the Canadian generics market could grow to

$14.8 billion by 2028, exhibiting a growth rate (CAGR) of 8.5% during 2023-2028. The growing number of hospitals and clinics, favorable government

initiatives, and the rising prevalence of chronic diseases represent some of the key factors driving the market.

Sunshine’s management has previously estimated the Canadian generics market at $8.6 billion. Using this estimate, our forecast for Sunshine’s 2023

sales of about $22 million represents about 0.26% of the Canadian generics market and our prediction of $100 million in generics sales in 2025 represents

about 1.2% of that market. We feel this growth in market share is reachable.

Current Generics:

Sunshine Biopharma is currently marketing 49 generic drugs as listed below. The company plans to launch 8 more by the end of 2023 and 19 more

in 2024, as shown in the second table below).
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Source: Company presentation

Planned generic launches:

Source: Company presentation
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Sunshine’s Pipeline

Sunshine Biopharma has three novel drug candidates in its pipeline, all developed in-house. The company believes the combined addressable markets

for these three drug candidates is $32 billion.

Source: Company presentation

Adva-27a is the Company’s flagship proprietary drug for the treatment of cancer. Adva-27a was designed and synthesized as a novel chemotherapy

similar in structure and function to etoposide with equivalent inhibition of topoisomerase II, better pharmacokinetic properties and the ability to overcome

and evade multi-drug resistance. Etoposide is a potent anti-cancer drug used to treat multiple cancer types, including small cell lung cancer and testicular

cancer. Etoposide inhibits topoisomerase II, an enzyme that “unwinds” DNA and is essential for DNA replication. Inhibition of topoisomerase II leads

to chromosomal breaks and cell death. However, the effectiveness of etoposide is limited by a group of drug resistant genes and regulatory mechanisms,

both innate and induced, called multi-drug resistance pathways. Multi-drug resistance may account for 90% of cases where chemotherapy fails.

In cell culture studies, Adva-27a was shown to be effective against different types of multidrug resistant cancer cells, including breast cancer cells

(MCF-7/MDR), small-cell lung cancer cells (H69AR), uterine carcinoma cells (MES-SA/Dx5) and pancreatic cancer cells (Panc-1). In addition, the

metabolic stability of Adva-27a in human liver microsomes and its pharmacokinetic properties in rats were better than those of etoposide. These results

indicate that Adva-27appears to have much better plasma accumulation and slower plasma clearance rates in rats compared to etoposide. This leads us

to speculate that Adva-27a may be distributed into tissues and organs to a greater extent than etoposide.

In February 2023, Sunshine signed a research agreement with McGill University Health Center to advance the development of Adva-27a through

the IND-enabling studies. In addition, an investigator sponsored Phase 1 trial in patients with stage 4 pancreatic cancer will be conducted at McGill

University’s Jewish General Hospital in Montreal, Canada. Sunshine Biopharma could start its company-sponsored Phase 1 clinical program in 9 to

12 months (3Q2025 to 1Q2025).

Sunshine Biopharma is the owner of all patents and intellectual property pertaining to Adva-27a.

PLpro inhibitor: Sunshine is also developing a PLpro inhibitor for COVID infections. The initial genome expression products of Severe Acute

Respiratory Syndrome Coronavirus 2 (SARS-CoV-2), the causative agent of COVID-19, are two large polyproteins, referred to as pp1a and pp1ab.

These two polyproteins are cleaved at 15 specific sites by two virus encoded proteases (Mpro and PLpro) to generate 16 different non-structural proteins

essential for viral replication. This makes Mpro and PLpro important targets for inhibition of early stages of COVID-19 infection. PLpro is of particular

interest as a therapeutic target because it plays a role in suppression of the human immune system, making the virus more life-threatening.

There is an Mpro inhibitor already on the market. It is Pfizer’s Paxlovid, with estimated 2023 sales of $8 to $15 billion. A successful PLpro inhibitor

could become a major competitor to Paxlovid, especially if licensed or acquired by a big pharmaceutical company.

In August of 2020, the company synthesized its first group of PLpro small molecule inhibitors. The small molecules were computer modelled and

designed by Dr. Steve N. Slilaty, CEO of Sunshine Biopharma. The company has composition of matter patent protection for both Mpro and PLpro

inhibitors it has designed.
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In February of 2021, Sunshine signed an exclusive license agreement with the University of Georgia for two PLpro inhibitors developed there,

strengthening the company’s patent protection. The company and the university will jointly develop these two PLpro inhibitors as well as SBFM-PL4,

Sunshine’s lead PLpro inhibitor.

In February 2022, Sunshine entered into a research agreement with the University of Arizona for the purposes of conducting research focused on

determining the in vivo safety, pharmacokinetics, and dose selection properties of three University of Arizona owned PLpro inhibitors. In February 2023

this collaboration was extended to include exclusive worldwide rights for all of the University of Arizona and University of Illinois Chicago technology

pertaining to PLpro protease inhibitors of SARS-CoV-2.

The company estimates it could take 9-12 months until it has completed the requirements for IND filing and the subsequent initiation of Phase 1 clinical

trials.

K1.1 mRNA. K1.1 is an mRNA that encodes an inhibitor of a transcription factor essential for initiation of cell division, Nrf-2 (nuclear factor erythroid

2-related factor 2). Nrf2 is a transcription factor responsible for the regulation of a number of crucial cell signaling and enzymatic pathways such as cell

defense mechanisms, response to oxidative stress and the cancer multidrug resistance genes, MDR1 (p-Glycoprotein), MRP1 and BCRP. Multiple Nrf2

activators have been developed, but only a few inhibitors. For example, Tecfidera, a treatment for relapsing multiple sclerosis, works by activating Nrf2.
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Source: Cell Communication and Signaling (2022).

By temporarily inhibiting Nrf2 activity with an mRNA injection immediately before or during chemotherapy, the Company hopes to achieve an enhanced

performance of anticancer drugs and consequently better overall therapeutic outcomes for cancer patients.

In November 2022, Sunshine entered into a collaboration agreement with a leading lipid nanoparticle company for the purpose of formulating K1.1

mRNA molecules into lipid nanoparticles, ready for use to conduct studies in xenograft mice. Sunshine Biopharma had previously shown that its K1.1

mRNA is capable of destroying cancer cells in vitro, including multidrug resistant breast cancer cells (MCF-7/MDR), ovarian adenocarcinoma cells

(OVCAR-3), and pancreatic cancer cells (SUIT-2). Parallel studies using normal human cells (HMEC) showed that K1.1 mRNA had little or no cytotoxic

effects.
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Should these mouse studies prove successful, the Company can advance to filing of an IND application to begin Phase 1 trials, likely within 9 to 12

months. The LNP formulated K1.1 mRNA can be readily adapted for delivery into patients using the recently gained knowledge from the mRNA vaccine

technology.

Valuation and Assumptions

Sunshine Biopharma has three highly promising drugs in the preclinical stages of development: Adva-27a (a small molecule topoisomerase inhibitor

as a potential treatment for multi-drug resistant cancers), a PLpro inhibitor (a novel drug with Paxlovid like potential to treat people with COVID-19

infections) and K1.1 mRNA (a novel anti-cancer agent). However, despite their attractive potential, each of these drug candidates is 9-18 months away

from entering their respective Phase 1 clinical programs and therefore too early to effectively contribute to the company’s valuation.

To determine the current value of Sunshine Biopharma shares, we use 1) a bottom up approach forecasting the revenues we expect from the company’s

growing generics business from 2023 to 2025, less our estimates for Cost of Goods Sold (COGS), and then discounting those estimated net revenues

to arrive at a current valuation target (a discounted net revenue flow), and 2) a valuation by applying the P/E ratio average for a market leader in the

generics industry, Teva (not rated) to our projected 2025 Net Income.

For the first method, the Discounted Net Revenue Flow, we make the assumptions that:

■ Sunshine Biopharma has 49 generics on the market in Canada with 8 more to be launched in the remainder of 2023 and an additional 19 more
launched in 2024.

■ We estimate the company could grow its sales from just under $22 million in 2023 to $100 million in 2025.

■ Sunshine believes it could become profitable by the end of 2024.

■ We estimate the COGS could average about 62% for the years 2023 to 2025, leaving Gross Margins of about 38%.

■ To adjust for the time value of each revenue flow, we applied a discount rate of 8.61%. To calculate the discount rate, we obtained the risk-free
rate of 4.31% from the U.S. Treasury Department’s (www.treasury.gov) Daily Treasury Long Term Rates Composite (>10 yrs.) for August 4, 2023
(the effective date for our valuation). To calculate the beta, we obtained the 5-year average beta estimates for three major biotechnology index funds
traded on the Nasdaq: the ishares Biotechnology Index Fund (IBB), the First Trust NYSE Arca Biotech Index Fund (FBT) and the SPDR S&P
Biotech ETF (XBI) for August 4, 2023. These betas are, respectively, 0.84, 0.81 and 1.01. We used the average, 0.89 as our beta. We obtained the
risk premium for August 1, 2023, from a website maintained by the New York University’s Stern School of Business. The standard approach to
figuring the risk premium is the difference in returns on stocks versus bonds. The NYU site, maintained by Dr. Aswath Damodaran, Professor of
Finance, uses trailing twelve-month cash yield from stock, bond and real estate markets and normalized for stock buybacks and dividend surges
to calculate an implied Equity Risk Premium for each month (www.damodaran.com). For August 1, 2023, that normalized TTM ERP is 4.83%.
Plugging in these numbers, the discount rate = risk free rate + (beta * ERP) = 4.31% + (0.89 * 4.83%) = 8.61%.

■ The sum of our discounted estimated annual net revenue flows from 2023 to 2025 is $56.5 million. This is our target valuation for SBFM using
this methodology.

■ Assuming about 22 million shares of common stock to be outstanding as of August 4, 2023, we arrive at a Price Target of $2.57 for SBFM, which
we round up to $2.60. We note that shares closed at $0.485 on Friday, August 4, 2023. Therefore, our Price Target represents a 5.4-fold increase.

For the second valuation method, a simpler P/E based estimation, we take the average P/E ratio applied to a leader in the generics market, Teva

Pharmaceuticals, and apply that to our estimate for Sunshine Biopharma’s Net Income in 2025. The P/E ratio of Teva has been in the 3 to 4 range, we

used 3.5 in our calculations. Our estimate for SBFM’s 2025 Net Income is about $16.1 million, resulting in a valuation of $59.3 million (or $2.69 per

share), very close to our discounted net revenue valuation of $56.5 million.

We are relying on the Discounted Net Revenue Flow valuation method to derive our Price Target of $2.60 per share and note that the additional valuation

method confirms this target.
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Summary and Investment Opinions

In our opinion, Sunshine Biopharma represents a unique opportunity. The company is just beginning to aggressively ramp up its generics business. We

expect revenues to increase from $22 million in 2023 to $46 million in 2024 to $100 million in 2025. Sunshine could become profitable by the end of 2024.

The company plans to use the revenues from its generics business to help fund the development of its portfolio of three high-ceiling drug candidates.

Adava-27a and K1.1 mRNA are novel anti-cancer agents while the PLpro small molecule inhibitors under development could produce a major new

competitor in the treatment of COVID infected patients. Sunshine has partnered with key university medical centers and pharma companies to aid in the

development of these pipeline drugs, which the company estimates have a potential combined addressable market of $32 billion.

Since each of these drug candidates is 9 to 18 months away from completing the requirements to file an IND (Investigational New Drug) application,

which the FDA expects before initial or Phase 1 human trials can begin, we do not include them in our valuation and Price Target determination; meaning

investors essentially get Sunshine’s pipeline upside for free along with the expected increase in value from ramping sales of generics.

In summary, we are initiating coverage on Sunshine Biopharma, Inc. (SBFM) with a Buy recommendation and a $2.60 target price.
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Required Disclosures

Price Target

$2.60

Valuation Methodology

We employ a discounted Net Revenue methodology (see Valuation section).

Risk Factors

The biotechnology and medical device sectors have substantial risk factors not associated with other investment sectors. The company referred to in

this report should be considered a Speculative investment. Some of these risks are:

Regulatory risk. Companies developing a new drug or device to treat most healthcare problems must get approval from the FDA (Food and Drug

Administration) before it can be sold in the United States.

Clinical Development Risk. If the results of clinical trials do not meet investors’ expectations, the company’s share price could fall.

Dilution risk. The company may need to raise cash by offering shares, which dilutes the ownership of current shareholders.

Intellectual property risk. The company may not be able to prevent competitors from developing the same products.

Safety risk. The company's products may cause unintended harm to patients.

All investors are encouraged to read the risks set forth in the form 10-K which each public company must file with the SEC (Securities and Exchange

Commission)

For important disclosures go to www.aegiscap.com.

I, David Bouchey, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject
companies and their securities. I also certify that I have not been, do not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendations in this report.

Research analyst compensation is not dependent upon investment banking revenues received by Aegis Capital Corp.

Aegis Capital Corp. intends to seek or expects to receive compensation for investment banking services from the subject company within the next

three months.

The firm nor the Research Analyst have any material conflict of interest in which the Research Analyst has a reason to know or knows at the time of

publication of this research report.

As of the report date neither Aegis Capital Corp. or its affiliates beneficially own 1% or more of any class of common equity securities
of the subject company of this report.

Neither the research analyst who prepared this report or a member of the research analyst’s household has a financial position in the
debt or equity securities of the subject company.

Aegis Capital Corp. makes a market in Sunshine Biopharma Inc..

Aegis Capital Corp. has performed investment banking services for and received fees from Sunshine Biopharma Inc. within the past
12 months.

14   AEGIS CAPITAL CORP.

http://www.aegiscap.com


Sunshine Biopharma Inc. August 7, 2023
 
 

Rating and Price Target History for: Sunshine Biopharma Inc. (SBFM) as of 08-04-2023
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 Investment Banking
Services/Past 12 Mos.

Rating Percent Percent

BUY [BUY] 93.41 49.41
HOLD [HOLD] 6.59 16.67
SELL [SELL] 0.00 0.00

Meaning of Ratings
A) A Buy rating is assigned when we do not believe the stock price adequately reflects a company's prospects over 12-18 months.

B) A Hold rating is assigned when we believe the stock price adequately reflects a company's prospects over 12-18 months.

C) A Sell rating is assigned when we believe the stock price more than adequately reflects a company's prospects over 12-18 months.

Other Disclosures

Other Disclosures The information contained herein is based upon sources believed to be reliable but is not guaranteed by us and is not
considered to be all inclusive. It is not to be construed as an offer or the solicitation of an offer to sell or buy the securities mentioned
herein. Aegis Capital Corp., its affiliates, shareholders, officers, staff, and/or members of their families, may have a position in the
securities mentioned herein, and, before or after your receipt of this report, may make or recommend purchases and/or sales for their
own accounts or for the accounts of other customers of the Firm from time to time in the open market or otherwise. Opinions expressed
are our present opinions only and are subject to change without notice. Aegis Capital Corp. is under no obligation to provide updates to
the opinions or information provided herein. Additional information is available upon request.

The common stock of the subject company in this report may not be suitable for certain investors based on their investment objectives,
degree of risk, as well as their financial status.

© Copyright 2023 by Aegis Capital
Aegis Capital Corp.
(212) 813-1010
1345 Avenue of the Americas, 27th Floor
New York, New York 10105
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