Quality Chemical's bet on
TB and sickle cell drugs

Record profits. A $36m expansion’is underway. A new drug with no African competitor. And a share price that hasnot caugh't'up yét.
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Luzirais not the kind of place that chang-
es history. It is.an industrial neighbour-
hood on the eastern fringe of Kampa-
la,home to a prison, a fish market, and
warehouses that back onto the northern
shore of Lake Victoria.

The air smells of diesel and lake water.
But inside one of its factories, something
is happening anyway. Quality Chemical
Industries Limited has spent 20 years
making medicine in Africa,for Africa.

In May this year,it went further; launch-
ing Sikurea, its brand name for hydroxy-
urea, the primary drug used to manage
sickle cell.

The numbers

Quality Chemical was founded in 2005
as a joint venture between Ugandan in-
vestors and Cipla, the Indian generics gi-
ant,to manufacture World Health Organ-
isation (WHO)-approved generics locally.

The model has worked. In the finan-
cial year ended March 2026, the compa-
ny posted its strongest results in 20 years.

Revenue reached Shs290.5b, up by
8.7 percent. For every Shs1,000 of sales,
roughly Shs194 survived as net profit af
ter all expenses, interest,and tax. That is
anunusually strong margin.

The company kept more money from
each sale. For every Shs100 earned; it
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kept Shs46.7 after production costs, up
from Shs40.6 the year before. This hap-
pened because it got better at making
their products and wasted less on raw
materials.

In the end, its total profit jumped by
more than a third,reaching Shs56.4b.

Tucked into the results is a Shs4.4b
windfall, money the company had pre-
viously given up on collecting from the
Zambian government.

But even without the windfall, profit
still grew by about a quarter. -

Quality Chemical generated more
than twice as much cash from its day-

to-day operations compared to last year;

; Shsb7.5b against Shs30.3b 1 i

Quality Chemical has turned Luzira into a pharmaceutical hub. Launching Si-
kurea is a plus for Uganda and Africa’s healthcare access. PHOTO/FILE

That matters, according to Expeditto
Gitta, an equities consultant who tracks
the Uganda Securities Exchange, because
the company has a major expansion
coming up at its Luzira site,and the more
it can fund that from its own pocket, the
less it needs to borrow.

Thedividend .

At Shs140 per share of the company’s
market value as of June 2, new investors
will receive a dividend yield of 11.9 per-
cent, while older investors will receive a
yield of 27.6 percent.

Cash used in financing activities was
Shs59.3b, up from Shs42.5b the prior
year,“mainly attributable to the higher
dividend distribution during the year”.

Sikurea and the playbook

Hydroxyurea has been available in
wealthy countries since the 1990s.In Af-
rica, where 240,000 children are born
with sickle cell annually, 80 percent of
the global total, according to the Africa
Centres for Disease Control and Preven-
tion, it had to be imported, making it ex-
pensive, unreliable, and largely inacces-
sible. No sub-Saharan African company
manufactured it locally. Quality Chem-
ical has started it and the Ministry of
Health is committed to listing Sikurea
on the national essential medicines cat-
alogue; which triggers annual procure-
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» In the financial year ended March 2026;
Quality Chemical posted its strongest results

in 20 years, with revenue reaching Shs290.5b, ~

up by 8.7 percent.

At Shs140 per share of the compapy’s market
value as of June 2, new investors will receive a
dividend yield of 11.9 percent, while older
investors will receive a yield of 27.6 percent.

Quality Chemical is building a new plant that
will *support entry into new therapeutic areas
such as tuberculosis and sickle cell anaemia,
and introduce an injectable line consistent
with evolving patient treatment preferences.

ment and distribution systemwide, ac-
cording to Permanent Secretary Diana
Atwine.

A parliamentary resolution on sick-
le cell funding had already been passed.
Seven days before the launch on May 20,
50 African Union member states validat-
ed a Continental Framework for Sickle
Cell Disease, whose pillars include local
medicine production and continental
pooled procurement.

Quality Chemical had already deliv-
ered what the plan called for, and cur-
rently holds regulatory approvals in 31
African markets.

Building a WHO-prequalified facility
requires years of regulatory work and
capital that few regional companies can

replicate. £ mg . ¥a s £ amai

Quality Chemical has spent 20 years ac-
cumulating both.

The factory nextdoor

The company is building a new plant
that will “support entry into new ther-
apeutic areas such as tuberculosis and
sickle cell anaemia, and introduce an in-

Jjectable line consistent with evolving pa-

tient treatment preferences.”

In May 2025, Quality Chemical secured
a $36m loan from Stanbic Bank, its larg-
est ever, to build a second plant adjacent
to the existing Luzira site.

The facility bears interest at the Se-
cured Overnight Financing Rate plus
3.75 percent, matures after 84 months,

and carries a 24-month grace period be- -

fore principal repayments begin.

As of March 2026,n0 amounts had been
drawn. The Shs18b in construction to
date was funded entirely from operating
cash flow.

When commissioned, within 24
months, tablet production capacity is ex-
pected to increase from 1.4 billion to 2.4
billion units,a 71 percent exparision.

The new plant targets tuberculosis
drugs, for which there is currently no Af-
rican manufacturer, and injectable for-
mulations including Lenacapavir, a new
HIV prevention drug requiring two injec-
tions per year.

The company says it “is currently oper-
ating near its manufacturing capacity™.

What the marketis pricing

Quality Chemical shares traded at
Shs143 on June 2,giving a market capital-
isation of approximately Shs522b.

At the 2026 financial year, earnings per
share of Shs15.45, the stock trades at 9.3
times earnings. Cipla, its founding part-
ner and closest comparable, trades at
roughly 23 times. The global pharmaceu-
tical average is around 22 times.

The reason for the discount is that the
top 10 shareholders control 98.24 per-
cent of the company. Free float is bare-
1y 1.76 percent, fewer than 64 million
shares, with average daily trading vol-
ume under 5,000 shares.

The stock gained 23.3 percent since Jan-
uary 2026, according to data from USE,
adding 13 percent in the four weeks
around the Sikurea launch, the strongest
run on the exchange in that period.

Theinvestor’s question

The board has named the pricing
pressure building on core antiretrovi-
ral (ARV) products, the long-term in-
centive scheme, which carried a Shs11b
provision in the 2026 financial year, up
from Shs2.3b, set to crystallise into cash,
Shs11.5b still outstanding from Medpro
Pharmaceutica, and a 24-month con-
struction timeline with execution risk in
afrontier market.

None of it changes the underlying pic-
ture: a profitable, cash-generative man-
ufacturer with three consecutive years
of earnings growth, a gross margin ap-
proaching 47 percent, a new drug enter-
ing recurring government procurement,
and a second factory targeting two more
categories where Africa has no manufac-
turer, all at a valuation pricing none of it
mrfds awd o2 2% 3+ im
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