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SYGNIS AG, headquartered in Heidelberg and Madrid, is a life sciences company listed on the Prime
Standard of the German Stock Exchange. According to the new business strategy outlined in 2012, the
company focuses on the development and commercialisation of novel molecular biology technologies, for
example in the area of DNA amplification and sequencing. In July 2012, the company closed an exclusive
global licensing agreement with Qiagen for the commercialisation of the lead product “SensiPhi” (formerly
known as QualiPhi), an improved polymerase for DNA amplification. The product portfolio further includes
new tools for next-generation sequencing (NGS) technologies, such as QualiPhi mutants and PrimPol, both
close to market launch. Out-licensing is additionally planned for the fourth technology, DoubleSwitch, which
allows for the measurement of protein-protein interactions.

P&L in EURm \ Due Date 31/12/2013 31/12/2014e 31/12/2015e 31/12/2016e
Revenue 0.48 2.52 3.91 8.22
EBITDA -3.40 -1.05 0.18 4.30
EBIT -4.28 -1.17 0.03 4.15
Net profit -3.20 -0.93 -0.04 3.43
Figures in EUR

Net profit per share -0.30 -0.09 0.00 0.32
Dividende per share 0.00 0.00 0.00 0.00
Ratios

EV/Revenue 98.71 18.80 12.12 5.77
EV/EBITDA neg. neg. 263.24 11.02
EV/EBIT neg. neg. 1579.43 11.42
P/IE neg. neg. neg. 13.84
P/B 7.98

Financial Schedule:

13/05/2014: Financial Report Q1
14/08/2014: Financial Report Q2
11/11/2014: Financial Report Q3

**|ast research published by GBC:
Date: publication / price target in € / rating
25/11/2013: RS/ 4.35/ BUY

29/10/2013: RS / 4.35/ BUY

4/10/2013: RS/ 4.35 / BUY

17/7/2013: RG / 4.55 / BUY

3/7/2013: RS / 4.55 / BUY

** the research reports can be found on our website
www.gbc-ag.de or can be requested at GBC AG,
Halderstr. 27, D86150 Augsburg
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EXECUTIVE SUMMARY

* As expected, SYGNIS AG still generated low revenues in the completed
2013 financial year, reaching a figure of EUR 0.48 million (PY: EUR 0.21
million). This is attributable to the lack of commercialisation revenues in the
2013 financial year for the current main product SensiPhi®, whose market-
ing (marketing partner: Qiagen) commenced in the first quarter of 2014.

* SYGNIS AG has successfully ended the restructuring and thus adjustment
of the organisation to the new business model and should thus profit from
economies of scale in the future. In the 2013 financial year already, the op-
erational costs at €4.77m were substantially below those of the previous
year (pro forma figures FY 2012: €9.89m). This indicates a lean organisa-
tional structure.

«  SYGNIS AG has a well-filled pipeline with three products, for which an out-
licensing is to be assumed for the current 2014 financial year. The main
product SensiPhi® (former name: QuaIiPhi®) was already outlicensed in the
2012 financial year to the marketing partner Qiagen, one of the leading
companies for sample and test technologies. The marketing of SensiPhi®,
which constitutes the basis for two Qiagen kits for the amplification of com-
plete genomes (DNA) and transcriptomes (RNA) from individual cells
(REPLI-g WTA Single Cell Kit and REPLI-g Cell WGA & WTA Kit) started
in the first quarter of 2014. The strong strategic alignment of Qiagen to the
NGS market is of benefit here, meaning that an intensive and continuous
marketing is to be assumed.

* In the 2013 financial year, SYGNIS AG substantially improved its liquidity
situation both via a capital increase (net proceeds: €2.84m) and via loans
from major shareholders. As of 31/12/2013, the liquid funds amount to
€2.20m and, in our opinion, should be sufficient until the break-even is
reached.

*« On an EBIT basis, the company should be able to reach the break-even
pursuant to the current estimate in the forthcoming 2015 financial year. The
basis of this forecast is primarily the expected marketing revenues of Sen-
siPhi®, as well as the outlicensing and marketing of other products that
have already been fully developed. For the 2014 financial year, we are an-
ticipating revenues amounting to €2.52m (company guidance: €2.00m -
€2.50m). In the forthcoming financial years, it is expected that significant
amounts will be generated from the marketing of the product pipeline. We
are anticipating revenues amounting to €3.91m (FY 2015e) and €8.22m
(FY 2016e).

* In light of the increasing revenue basis and a lean organisational structure,
the growth of earnings should be higher compared to revenue growth. This
reflects our long-term expected high EBIT margin of 65.0%.

e Based on a DCF model, we have determined a fair value per share of
€6.00. In light of the current price levels, we are renewing our BUY rating.
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COMPANY

Shareholder structure

Shareholder in % Ha{T

Genetrix Life Sciences A.B. 57.8

Dievini Hopp Bio Tech Holding GmbH & Co. KG 10.9

Margarita Salas 55

Luis Blanco 4.8 5,5% 57.8%
VERIPHI S.L. 5.0

Freefloat 16.0 10.9%

Source: SYGNIS AG; GBC AG

Company structure

e

SYGNIS Verwaltungs  SYGNIS Bioscience et . SYNIGS Biotech S.L.U.
GmbH GmbH & Co. KG LION Bioscience Inc. Amnestix Inc. {former X_Pol Biotach)

Source: SYGNIS AG; GBC AG

In 2012, the company merger between SYGNIS Biotech S.L.U. (formerly X-Pol Biotech
S.L.U.) and the former SYGNIS Pharma AG took place, which resulted in both structural-
ly and operationally substantial changes. The current consolidation group of SYGNIS AG
is depicted by five fully-owned subsidiaries, with the regional focus on Heidelberg and
Tres Cantos (Madrid), Spain. At both sites, the company has business and laboratory
premises with a total area of almost 1,000 sqm. The operational activities and thus the
development tasks are currently located in the subsidiaries SYGNIS Biotech S.L.U. and
SYGNIS Bioscience GmbH & Co. KG.

Product portfolio

With the company merger conducted in 2012 (as part of a “reverse acquisition”), the
development activities of the former SYGNIS Pharma AG were relinquished. Whereas
the focus up to now was on the comparatively time and capital-intensive drug develop-
ment (for instance the KIBRA project, which was ceased in full in 2012), the current
focus is on the development of new biotechnological products in the field of molecular
biology. As no lengthy clinical sampling phases are necessary for these products, the
company has a lower risk profile as well as a shorter “time to market” after the restructur-
ing was carried out.

The current number of projects incorporates seven projects, of which four are already
developed products ready for market that are specifically tailored to the requirements of
the Next Generation Sequencing (NGS: accelerated procedure for the reading of se-
quence information of a DNA molecule). Based on the following depiction, it becomes
clear that the project portfolio of SYGNIS AG has projects that are already in a far-
developed stage.
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Product portfolio of SYGNIS AG

: . e Research & - .
Field of application development Marketing

SensiPhi

(formerly: DNA-Amplification
QualiPhi)

Novel 5
QualiPhi DMA/Next Generation

Sequencl|
mutants = i

. DMA/Next Generation
PrimPol  sequencing D

Double Protein-Protein-Interaction
Switch screening technology

DMA repair

KIT DNA-Amplification

TransPhect Cell transphection

>
ProPhi Proteomics .
»

Source: SYGNIS AG; GBC AG

SensiPhi © (formerly QualiPhi ®)

The main product of the company, SensPhi®, is an improved version of the phi-29 DNA
polymerase and, according to company information, offers better features than the poly-
merases currently available on the market. It is an enzyme that has been developed by
the company, meaning that DNA multiplication from smaller input volumes, with less time
and greater efficiency is possible. This is beneficial in particular in light of the fact that in
most cases the existing DNA is only available in small quantities and is thus not sufficient
for diagnostic, forensic or scientific analyses. Because of the said benefits, SYGNIS AG
ascribes SensiPhi® the potential to replace already existing technologies in many appli-
cations.

With the outlicensing of SensiPhi® to Qiagen, one of the global leaders in sample and
test technologies, the proof of concept has already been provided. The SYGNIS technol-
ogy forms the basis for two amplification kits, REPLI-g WTA Single Cell Kit and REPLI-g
Cell WGA & WTA Kit for the multiplication of the entire DNA (WGA; whole genome am-
plification) or RNA (WTA, whole transcriptome amplification) from just individual cells.
These are now marketed globally by Qiagen under the licence agreement dating from
2012, which will result in revenue-dependent licence earnings for SYGNIS AG.

REPLI-g WTA Single Cell KIT REPLI-g Cell WGA & WTA Kit

price: 1.207,00 € price: 835,00 €

Source: Qiagen N.V.



In this regard, the strategic alignment of Qiagen is of fundamental importance as, in our
opinion, the strategy of the marketing partner is a decisive factor for the success of the
SYGNIS product. According to the latest company reports from Qiagen, it becomes clear
that the company places a strong focus on the NGS market in its product development
strategy and conducts continuous marketing (communication at specialist congresses,
etc.).

Novel QualiPhi ® mutants

The Phi29 polymerases are not only used in amplification but also facilitate at the same
time the reading of the nucleotide sequence (sequence of the individual components of a
DNA). The requirements profile of a polymerase used for this differs, however, from the
pure DNA amplification with regard to the reading accuracy and the process activity. In
order to also cover this area of application, SYGNIS develops new QualiPhi mutants in
line with requirements and which are specifically adapted to the requirements of Next
Generation Sequencing (NGS).

PrimPol

As a new enzyme which was developed for the amplification of RNA and/or DNA (ex-
planatory note: DNA reflects the genetic characteristics of a person, e.g. a predisposition
to develop a certain iliness, whereas the RNA reflects the resulting processes in a cell),
PrimPol has shown improved features. Due to the possibility, for instance, of also reliably
multiplying damaged DNA material or preserved samples, PrimPol should also generate
a high degree of interest. In light of this, the current technology is not yet designed for
damaged input materials, meaning that the technology developed by SYGNIS AG is to
be seen as an innovation in this area.

DoubleSwitch

The determination of protein-protein interactions is a fundamental element for the under-
standing of molecular processes, e.g. in the development of illnesses. A protein-protein
interaction is to be seen as an interaction between two or more proteins and plays a key
role in all biological processes in which proteins are involved. Such interactions can be
measured with the modularly structured DoubleSwitch technology developed by
SYGNIS, which ultimately facilitates the development of customised active ingredients.
The technology is protected by two fundamental patents that were awarded in both Eu-
rope and the USA and have a term until 2023/2024.

DNA repair KIT

Pursuant to the company strategy, according to which new products are to be continually
developed and then marketed, the development activities concerning a DNA repair KIT
were started. The aim is the restoration of damaged DNA material which can then be
analysed. This project could, for instance, be marketed after its completion in combina-
tion with the Sygnis products already described.

According to company information, the development focus of the ongoing financial year
will be on the DNA repair kit and on other products already initiated. With the develop-
ment already started of the products ProPhi and TransPhect, SYGNIS AG is also intend-
ing to address the associated areas of proteomics (deciphering and categorisation of all
proteins in the organism) and of transfection (transfer of foreign DNA to a host cell).
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MARKET AND MARKET ENVIRONMENT

An important determinant of the market environment for the DNA sequencing and DNA
amplification, i.e. for the products of SYGNIS AG, is to be found primarily in the techno-
logical progress in this area. Increasing technological progress in combination with a
resulting development in costs and efficiency when reading and multiplying the DNA
should facilitate a more intensive and broader application of this technology. Here, tech-
nological progress is visible in particular in the cost development in genome analysis.

Sequencing costs - Cost per genome (in US-Dollar), |  ogarithmic scale
100.000.000 4
10.000.000 -
1.000.000 -
100.000
10.000 -
000 —-—- 2+ —+ +— —+ +—  —— — — ———
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O O O O O O O O 0O O 0O 0 0O 0 OO0 0O d d d d d
O O O O O O O O O O O O O O O O O O OO O O o O
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Source: NIH (National Human Genome Research Institute; GBC AG

The drastic price reduction in genome analysis has facilitated its use in various areas of
application. Although the spectrum of use of DNA analysis is broad, SYGNIS AG sees
the fundamental driver in the paradigm change in medicine. The trend for personalised
medicine, i.e. the diagnosis and treatment of patients customised to the individual, forms
the basis of a growing demand for bio markers.

Biomarkers contribute to the understanding of a patient’s genetic makeup that forms the
basis of disease development (Source: Pharmazeutische Zeitung; Author: Theodor
Dingermann). A crucial element is the read-out of genetic data for patients, which are
generated using DNA sequencing. These genetic data form the basis of a patient-related
and individualised therapy. The increasing importance of personalised medicine is best
reflected through the use of biomarkers in clinical studies, which also explore personali-
sation. Between 1990 and 2005, the proportion of studies that include biomarkers rose
from 4.0% to 20.0% (Source: Medizinische Biotechnologie in Deutschland 2011 [Medici-
nal biotechnology in Germany], BCG report). A particular area of focus is oncology, ac-
counting for over onethird of all studies employing biomarkers.

The greatest use of personalised medicine lies in the high variability regarding response
to therapy, as personalisation usually leads to higher response rates. As a result of the
early identification and elimination of tolerability issues, the therapy’s efficiency improves
(avoidance of serious disease progression, fewer side effects, prevention of additional
measures and personnel costs), leading to overall efficiency improvements and hence
savings to the healthcare system. Based on these advantages, personalised medicine is
projected to grow to US$148.4bn worldwide by 2015. Between 2010 and 2015 this cor-
responds to a 5-year CAGR of +11.6%. MarketsandMarkets expects the growth of bi-
omarkers to be slightly higher, projecting a 5-year CAGR of +14.8% between 2011 and

2016.
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DNA sequencing should be one of the beneficiaries of this growth, even though it is only
a partial application. The technological progress in particular should allow providers of
DNA sequencing to tap into new market segments.

Accordingly, NGS technologies should experience strong growth in the coming years.
MarketsandMarkets estimates that that global market should grow to US$2.34bn by
2016. This translates to average annual growth of +22.7% compared to FY 2011
(US$842.5m).

NGS-Market revenue (in million US-Dollar)
2342,8

842,5
668,3
520,7

2009 2010 2011 2016e

Source: MnM Analysis; GBC AG

Based on its product QualiPhi and two additional projects in the NGS space (novel
QualiPhi mutants and PrimPol), SYGNIS AG is well positioned to participate in the future
market growth described above. Preliminary evidence for this is the signed licensing
agreement with Qiagen, one of the world’s largest providers of sample and assay tech-
nologies in the area of molecular diagnostics tests.
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DEVELOPMENT OF THE COMPANY & FORECAST

Overview of the figures

P&L (in million €) FY 2012 FY 2013 FY 2014e
Revenue 0.21 0.48 2.52
Distribution expenses -0.20 -0.37 -0.29
Administrative expenses -0.37 -1.76 -1.72
Research & Development -1.00 -2.23 -1.00
Amortisation -1.01 -0.59 -0.18
Other operating result 0.01 0.18 -0.50
EBIT -2.35 -4.28 -1.17
Financial expenses -0.04 -0.18 -0.16
Financial income 0.01 0.01 0.00
Other financial income -0.01 0.00 0.00
Profit before taxes -2.40 -4.45 -1.33
Income Taxes 0.00 1.25 0.40
Net profit -2.40 -3.20 -0.93
EBITDA -1.35 -3.40 -1.05
EBITDA-margin neg. neg. neg.
EBIT -2.35 -4.28 -1.17
EBIT-margin neg. neg. neg.
Earnings per share in € -0.32 -0.34 -0.09
Number of shares in million 7.41 9.51 10.63
Source: SYGNIS AG; GBC AG
8,22
Revenue
mEBIT 301 415
2,52
0,48 0,03
-1,17
-4,28
2013 2014e 2015e 2016e

FY 2015e
3.91
-0.30
-1.81
-1.05
-0.19
-0.53
0.03
-0.09
0.00
0.00
-0.06
0.02
-0.04

0.18
4.6%
0.03
0.8%
0.00
10.63
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FY 2016e
8.22
-0.32
-1.90
-1.10
-0.20
-0.55
4.15
-0.11
0.00
0.00
4.04
-0.61
3.43

4.30
52.3%
4.15
50.5%
0.32
10.63



Business development FY 2013

in million € FY 2012 FY 2012 (pro f orma) * FY 2013
Revenue 0.21 0.47 0.48
EBITDA -1.35 -6.98 -3.40
EBIT -2.35 -9.42 -4.28
Net profit -2.40 -1.39 -3.20

Source: SYGNIS AG; GBC AG; *Based on a full-year consolidation of X-Pol Biotech and
SYGNIS AG

Revenue development FY 2013

In the analysis of the development of revenue and earnings of SYGNIS AG, the special
effects in connection with the “reverse acquisition” on 04/12/2012 need to be considered.
This refers in particular to the comparison of the figures of the 2013 financial year with
the figures of the 2012 financial year, which are not directly comparable due to changes
in the scope of consolidation. The figures of the 2012 financial year contain the business
figures of X-Pol Biotech S.L.U. (now: SYGNIS Biotech S.L.U.) for the period from Janu-
ary to December but solely only for the month of December the business figures of the
former SYGNIS Pharma AG (now SYGNIS AG). However, both companies’ figures are
reflected for the full 2013 financial year.

For better comparability, the company is also presenting pro forma information for the
2012 financial year in order to depict the effects of a full-year inclusion of the two com-
panies. We view this pro forma information as meaningful, particularly as it was subject-
ed to an audit by the auditing company Ernst & Young GmbH during the creation of the
securities prospectus.

Compared to the pro forma figures in 2012, the revenues, as expected, do not indicate
any notable changes, with €0.48m (PY: €0.47m). This development is attributable to the
marketing activities of the product pipeline which have not yet started as of 31/12/2013.
The revenues generated in the completed financial year 2013 are associated with the
marketing of the Caco-2 licence rights in the USA (€0.20m) and also include one-off
outlicensing revenues associated with a Qiagen licence agreement (€0.15m). Parallel to
this, the company obtained service revenues amounting to €0.13m.

In our last published forecasts (GBC forecasts pursuant to the research study dated
08/10/2013), we also anticipated still very low marketing activity with expected revenues
for the 2013 financial year amounting to €1.05m. The discrepancy to the published reve-
nue figures results from a postponement of the marketing of the main product SensiPhi®,
which we had already anticipated for the second half of 2013.

Earnings development FY 2013

In light of the expected low revenue basis, a recovery of costs was not possible and
consequently SYGNIS AG posts a negative EBIT amounting to €-4.28m (pro forma PY:
€-9.42m). The substantial improvement in earnings compared to the previous year, with
otherwise unchanged revenues, is an effect of the cost reduction and restructuring
measures carried out. For instance, under these measures, the number of employees
was reduced from 29 (31/12/2012) to 19, which meant the operational costs were almost
halved to €4.77m (PY: €9.89m). The overriding percentage of the SYGNIS employees
are still employed in research and development (14 employees), which is to be seen as
proof of the company’s strategic alignment. This is also highlighted by the development
of the individual cost items, among which the R&D costs account for the largest share:

10
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EBIT-Development (in million €)

Admin.
Revenue Distribution Expenses R&D Amortisation Other result EBIT
0.48 -0.37
N =
-1.76

-2.23
-0.59

+0.18

Source: SYGNIS AG; GBC AG

The focus of the research activities in the 2013 financial year was the further develop-
ment of the product pipeline. Compared to the former SYGNIS projects, the current pro-
jects are accompanied by a significantly lower development time, lower financing re-
quirements and thus a lower risk. SYGNIS AG has achieved most of the savings in this
area. Compared to the pro forma figures of the 2012 financial year, the R&D costs de-
clined to €2.23m (PY: €4.90m). The following EBIT-bridge highlights the declining cost
development of SYGNIS AG overall:

EBIT-Bridge (in million €)

+1.85 +0.15

207 [
+0.02 +0.25 +0.21 .

Source: SYGNIS AG; GBC AG
The EBIT-bridge represents the cost development compared to the forma figures of the FY
2012

In addition to the substantial decline in the R&D costs, the company also posts a reduc-
tion in amortisation. The majority of the amortisation in the 2012 financial year were
incurred in the old product portfolio of SYGNIS AG in connection with the relinquishment
of development projects.

11
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Financial Situation

in million € 31/12/2012 A 2012/2013 31/12/2013
Shareholder's capital 6.30 -5.5% 5.95
Equity ratio (in %) 65.6% -13.0 pP. 52.6%
Operating assets 2.58 -29.4% 1.82
Working capital -1.22 58.9% -1.94
Net Debt 1.00 -113.0% -0.13

Source: SYGNIS AG; GBC AG

Despite the unchanged negative volume with the net result for the FY 2013 of €-3.20m,
the equity of SYGNIS AG declined only slightly to €5.95m (31.12.12: €6.30m). This is
attributable to a capital increase successfully implemented in the second half of 2013.
This had resulted in net issue proceeds of €2.84m and could thus almost compensate for
the negative post-tax earnings:

Changes in equity (in million €)

Equity 2012 Capital increase Net loss Equity 2013

Source: SYGNIS AG; GBC AG

In addition to the successfully implemented capital increase, SYGNIS AG took up bor-
rowed capital totalling €1.26m both from existing as well as new major shareholders. In
addition, in the 2013 financial year, the company collected interest-free and long-term
research loans amounting to €1.41m from Spanish institutions. Accordingly, the liquidity
situation, which is important for researching companies, at the end of the 2013 financial
year, is substantially more relaxed than as of 31/12/2012. Taking into account an earn-
ings-related negative cash flow, the cash and cash equivalents as of 31/12/2013 amount
to €2.20m (31/12/12: €0.47m).

However, the respective cash-burn rate based on the operative cash flow (incl. CAPEX
and investments in development costs) is to be rated as low at 0.6 (31/12/12: 0.7) de-
spite the expansion in liquidity. Nevertheless, this is only to be understood as a snap-
shot. In the course of the marketing already done for the main product SensiPhi®, a
substantial increase in the operational cash flow is to be anticipated, which should then
result in a significant reduction in the liquidity consumption.

The mentioned capital measures (equity and borrowed capital) also resulted in an in-
crease in the balance sheet total in addition to the expansion of liquidity. The decline in
the equity ratio to 52.6% (31/12/12: 65.6%) is to be understood against this background.
In an industry comparison, SYGNIS AG continues to be endowed with above-average
equity.

12
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SWOT-Analysis

Strengths

e The partnership with Qiagen, one of the
world’s market leaders in the field of sam-
ples and test technologies, is to be seen as
a very strong sales channel for SensiPhi.

e The homogeneous product pipeline is
accompanied by low research costs and a
short development time.

* The experienced management is supported
by a very experienced supervisory board.

e The major shareholders also underlined
their commitment to the company in the
2013 financial year.

*  For two products, the company already has
corresponding patents in the most im-
portant markets for life science.

e The successfully implemented capital
measure suggests strong investor interest.

Opportunities

e The first commercialisation revenues are to
be expected for the current 2014 financial
year.

* The outlicensing of other projects is
deemed probable for the current 2014 fi-
nancial year.

e As a result of the quick TTM (time to mar-
ket), SYGNIS AG can react flexibly to
changes.

e The company has a lean organisational
structure, which means that economies of
scale quickly take effect.

e SensiPhi could become the new standard
for isothermal DNA amplification.

e The two sites in Germany and Spain mean
that the respective expertise can be shared
and thus higher probabilities of success re-
alised with new developments.

Weaknesses

« The marketing of the product pipeline did not
start until the 2014 financial year. There is
thus no reliable track record.

« Up to now, the company has only been able
to outlicense one product.

« The range of the current liquidity depends
heavily on the marketing success of the
product SensiPhi.

« At the current revenue level, the break-even
has not yet been reached.

« Currently, the corporate success depends
strongly on the marketing efforts of the li-
cence partner Qiagen.

Risks

* There is a high dependency on licensees.
As the company does not have any sales
channels, the licence business is generally
very important for the company’s success.

¢ The business success of SYGNIS AG cur-
rently still depends on a few products.

¢ It might not be possible to successfully
market newly developed products.

¢ Overall, the company is in an intensely

competitive market environment which is de-
fined by rapid development cycles.
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Forecasts
P&L (in million €) FY 2014e FY 2015e FY 2016e
Revenue 2.52 3.91 8.22
EBITDA -1.05 0.18 4.30
EBITDA-margin neg. 4.6% 52.3%
EBIT -1.17 0.03 4.15
EBIT-margin neg. 0.8% 50.5%
Net income -0.93 -0.04 3.43
EPSin€ -0.09 0.00 0.32

Source: GBC AG

Business and marketing strategy

With the outlicensing and marketing now conducted for the main SYGNIS product Sen-
siPhi®, the company has now provided a proof of concept with regard to the corporate
strategy. At the same time, a blueprint can be derived from this for the further project
pipeline of the company.

According to the corporate strategy, the products that the company develops itself and
that are protected by patents are to be outlicensed to marketing partners under licence
agreements. In the process, the manufacture of the products which are to be delivered to
the licence partners is to be carried out by SYGNIS AG or by external contractors, de-
pending on resources. From a current perspective, no investments are required for the
production. In light of this, it is easier for the company to benefit from economies of scale
and thus break even at a comparatively low level of revenues.

The revenues contain both so-called one-off front-up fees and ongoing licence revenues.
The front-up fees (revenues in the event of outlicensing) under the Qiagen partnership
model amounted to EUR 0.35 million in the 2012 financial year and accordingly were of
subordinate importance. The licence earnings, however, for which there are no reliable
data yet at the time the study was created, constitute revenues dependent on turnover.
With the Qiagen agreement, we are anticipating licence earnings usual in the industry of
around 8.0 % - 10.0 % of the revenues generated during commercialisation. In light of
this, the revenues situation of SYGNIS AG depends strongly on the marketing activities
and efforts of the licence partner.

The marketing of the further product pipeline should be carried out on a similar basis. A
decisive factor in this context is the short development time of the products which do not
have to be subjected to any clinical tests at all and can thus soon commence marketing.
A rapid expansion and a high speed of innovation and development of the product pipe-
line are therefore realistic. As the SYGNIS products are so-called consumables for the
laboratory and test industry, they are not subject to any regulatory risks either.

In addition to the marketing of SensiPhi®, the Novel QuaIiPhi® mutants, PrimPol and the
Double-Switch technology platform are also particularly promising and have therefore
been taken into consideration in our specific platforms. These products have already
been fully developed ready for the market and merely require minimal optimisation effort
for a possible integration into the licensee’s product range.

According to company information, a high probability of a prompt outlicensing is seen for
the enzyme PrimPol which was developed for the RNA and DNA replication market.
Specific discussions already took place in the past financial year 2013 with major com-
panies from the NGS sector. As a result, the company sees a high probability of a li-
cence agreement being successfully concluded in the ongoing 2014 financial year.
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With the Double-Switch technology platform too, which facilitates the measurement of
protein-protein interactions, concrete discussions have already taken place with two
potential partners. SYGNIS AG is anticipating a non-exclusive licence agreement here in
the first half of 2014.

Parallel to this, the project pipeline is being continually expanded and strengthened by
new developments. In addition to the development of the DNA repair KIT, the focus of
current development activities is on the products ProPhi and TransPhect. The related
areas of proteomics (deciphering and categorisation of all proteins in the organism) and
transfection (transfer of foreign DNA to a host cell) are also to be addressed. SYGNIS
AG continues to look for other projects. Collaboration with companies in the field of mo-
lecular diagnostics and DNA tools would be conceivable. The identification and devel-
opment of new projects is an important factor in the future business development of
SYGNIS AG.

Revenue forecasts

A decisive factor in our revenue forecasts are the expectations with regard to the out-
licensing or the marketing timing of the individual SYGNIS projects. Our revenue fore-
casts are based on the following assumptions:

Product Licensing Commercialization

SensiPhi® Done 1. HY 2014
PrimPol 1. HY 2014 1. HY 2015
Novel QualiPhi® mutants 1./2. HY 2014 1. HY 2015
Double-Switch 1./2. HY 2014 1. HY 2015
New projects 2. HY 2014 1. HY 2015

Source: SYGNIS AG; GBC AG

These assumptions reflect the company’s expectations that it will be able to implement
further outlicensing in the current 2014 financial year. The most promising projects here
are PrimPol, Novel QuaIiPhi® mutants and Double-Switch. The front-up fees to be real-
ised from this will be primarily supported by the expected marketing revenues from Sen-
siPhi® (licence revenues from the marketing partner Qiagen).

Revenue breakdown by product (in million €)

9,00 5 Grants + production revenues
8,00 1 New products 1,00
7,00 4 Caco-2 1,00
6,00 1 m QualiPhi mutant + PrimPol + Double-Switch
500 1 gsensiphi
4,00 -
0,65
3,00 A 0,75
2,00 -
1,00 -
0,00 -

2014e 2015e 2016e

Source: GBC AG

In addition, our forecasts take into account revenues from the Caco-2 licence rights
(€0.20m) and to a small extent production revenues and revenues from government
funding.
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Here, it becomes clear that we see a dominance of the products not yet outlicensed at
the present time in our revenue planning for the current 2014 financial year. This is
based on the assumption that the so-called front-up fees under the expected outlicensing
should be higher than the marketing revenues of SensiPhi®. In the 2014 financial yeatr,
the expected overall revenues is €2.52m and thus in the range of the corporate guidance
(€2.0m - €2.5m). Our revenue forecasts to date for 2014 (see research study dated
04/07/2013) were substantially higher at €4.13m but were based on an earlier than ex-
pected marketing start for SensiPhi®. In the forthcoming financial years, it is expected
that the revenue-dependent licence earnings will gain substantially in importance. Ac-
companied by new projects and those developed in a timely manner, we are anticipating
revenues of €3.91m (FY 2015e) and €8.21m (FY 2016e).

Earnings forecasts

The continued lean organisational structure of SYGNIS AG plays an important role in our
earnings forecasts, in addition to the circumstance that the products marketed have a
high profitability. In our opinion, neither high investments nor substantial organisational
adjustments are necessary to attain a higher revenue-level. Accordingly, high economies
of scale should come into effect. At the same time, the products of SYGNIS AG are
proprietary technologies protected by patents and which entail comparatively low produc-
tion costs and thus high gross yield margins. At EBIT level, according to our expecta-
tions, a break-even is already realistic from a revenue level of €3.91m (FY 2015e). In
light of stronger economies of scale, increasing revenues should be accompanied by a
disproportionate development of EBIT. We have taken this into account in our earnings
forecasts:

EBIT-Development (in million €)

4,15

0,03

-1,17

-4,28
2013 2014e 2015e 2016e

Source: GBC AG

The substantial easing in the liquidity situation as of 31.12.13 (liquidity: €2.20m) is also to
be seen as a high safety factor. In the event of any bottlenecks in liquidity, SYGNIS AG
has various options for correcting them. For instance, equity can be taken up at short
notice under a SEDA (Standby Equity Distribution Agreement). In light of the attractive
price levels, the SEDA option was already used in the current 2014 financial year and
fresh equity amounting to €0.60m taken up.
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VALUATION

Model assumptions

We valued SYGNIS AG using a three-phase DCF model. Starting from the real-life esti-
mates for the years 2014 to 2016 in phase 1, the second phase from 2017 to 2021 fore-
casts the effect of value drivers. We hereby expect revenue to increase by 15.0%. We
took as our target an EBITDA margin of 65.0%. The tax ratio applied in phase 2 was
27.0%. For the third phase beyond the forecast horizon, a residual value was calculated
using a perpetual annuity formula. For the final value we assume a growth rate of 3.0%.

Calculation of cost of capital

The weighted average cost of capital (WACC) for SYGNIS AG is calculated on the basis
of cost of equity and cost of debt. In order to determine the internal cost of capital, the
fair market premium, the company beta and the risk-free interest rate need to be estab-
lished.

The interest rate for 10-year German government bonds is taken as the risk-free interest
rate. This is currently 2.00%.

We used a equity risk premium of 5.50% as a suitable expectation of equity premium.
This is supported by historical analyses of stock market yields. The market premium
reflects the percentage of the expected excess return of the stock market over the low-
risk government bonds.

Using the GBC estimation method there is currently a beta of 1.76.

Applying the chosen premises, the costs of equity are calculated at 11.70% (beta multi-
plied with equity risk premium plus 10-year interest rate). As we assume a long-term
weighting of equity of 85%, the weighted average cost of capital (WACC) is 10.74%.

Valuation result

Discounting future cash flows was carried out using the entity approach. We calculated
the relevant capital cost (WACC) at 10.74%. The resulting fair value per share at the end
of financial year 2014 corresponds to a target price of €6.00.

17

>

GBCAG

Investment Research



DCF-MODEL

SYGNIS AG - Discounted Cashflow (DCF) model scenari o

Value driver of the DCF - model after the estimate phase:

>

consistency - phase final - phase
Revenue growth 15.0% Eternal growth rate 3.0%
EBITDA-Margin 65.0% Eternal EBITA - margin 63.3%
Depreciation to fixed assets 4.7% Effective tax rate in final phase 27.0%
Working Capital to revenue 4.2%

GBCAG

Investment Research

three phases DCF - model:

phase estimate consistency final
in €m FY 14e FY15e FY16e| FY17e FY18e FY19e FY20e FY2le| value
Revenue 2.52 3.91 8.22 9.45 10.86 12.48 14.35 16.49
Revenue change 422.1%  55.2% 110.4% 15.0% 15.0% 15.0% 15.0% 15.0% 3.0%
Revenue to fixed assets 1.01 1.30 2.57 2.57 2.57 2.57 2.57 2.57
EBITDA -1.05 0.18 4.30 6.14 7.06 8.11 9.33 10.72
EBITDA-Margin -41.6% 46% 52.3% | 65.0% 65.0% 65.0% 65.0%  65.0%
EBITA -1.17 0.03 4.15 5.99 6.88 7.91 9.10 10.46
EBITA-Margin -46.6% 0.8% 50.5% 63.4% 63.4% 63.4% 63.4% 63.4% 63.3%
Taxes on EBITA 0.35 -0.01 0.00 -0.90 -1.86 -2.14 -2.46 -2.82
Taxes to EBITA 30.0%  30.0% 0.0% 15.0% 27.0% 27.0% 27.0% 27.0% 27.0%
EBI (NOPLAT) -0.82 0.02 4.15 5.09 5.03 5.78 6.64 7.63
Return on capital 696.1% 0.9% 129.6% | 146.3% 123.3% 123.3% 123.3% 123.3% | 110.3%
Working Capital (WC) -0.20 0.20 0.28 0.40 0.46 0.52 0.60 0.69
WC to revenue -7.9% 5.1% 3.4% 4.2% 4.2% 4.2% 4.2% 4.2%
Investment in WC -1.74 -0.40 -0.08 -0.12 -0.06 -0.07 -0.08 -0.09
Operating fixed assets (OAV) 2.50 3.00 3.20 3.68 4.23 4.86 5.59 6.42
Depreciation on OAV -0.13 -0.15 -0.15 -0.15 -0.17 -0.20 -0.23 -0.26
Depreciation to OAV 5.0% 5.0% 4.7% 4.7% 4.7% 4.7% 4.7% 4.7%
Investment in OAV -0.81 -0.65 -0.35 -0.63 -0.72 -0.83 -0.96 -1.10
Capital employed 2.30 3.20 3.48 4.08 4.68 5.38 6.19 7.11
EBITDA -1.05 0.18 4.30 6.14 7.06 8.11 9.33 10.72
Taxes on EBITA 0.35 -0.01 0.00 -0.90 -1.86 -2.14 -2.46 -2.82
Total investment -2.54 -1.05 -0.43 -0.75 -0.78 -0.90 -1.03 -1.19
Investment in OAV -0.81 -0.65 -0.35 -0.63 -0.72 -0.83 -0.96 -1.10
Investment in WC -1.74 -0.40 -0.08 -0.12 -0.06 -0.07 -0.08 -0.09
Investment in Goodwill 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Free cashflows -3.24 -0.88 3.87 4.50 4.42 5.08 5.84 6.71 98.71
Value operating business (due date) 66.45  74.46
Net present value explicit free Cashflows 18.11 20.93
Net present value of terminal value 48.34 53.53 Risk free rate 2.0%
Net debt 2.67 3.64 Market risk premium 5.5%
Value of equity 63.78 70.82 Beta 1.76
Minority interests 0.00 0.00 Cost of equity 11.7%
Value of share capital 63.78 70.82 Target weight 85.0%
Outstanding shares in m 10.63 10.63 Cost of debt 7.0%
Fair value per share in € m Target weight 15.0%
Taxshield 25.0%
WACC 10.7%
_ WACC
,.g 9.7% 10.2% 10.7% 11.2% 11.7%
g 108.3% _6.91 6.38 5.92 5.51 5.16
s 109.3% 6.97 6.42 5.96 5.55 5.20
c 1103% 7.02| 647 XY 559| 523
% 111.3% 7.07 6.52 6.04 5.63 5.27
X 1123% 7.12 6.56 6.09 5.67 5.30
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ANNEX

Section 1 Disclaimer and exclusion of liability

This document is intended solely for information purposes. All data and information in this study come from sources that GBC regards
as reliable. In addition, the authors have taken every care to ensure that the facts and opinions presented here are appropriate and
accurate. Nevertheless, no guarantee or liability can be accepted for their correctness — whether explicitly or implicitly. In addition, all
information may be incomplete or summarised. Neither GBC nor the individual authors accept liability for any damage which may arise
as the result of using this document or its contents, or in any other way in this connection.

We would also point out that this document does not constitute an invitation to subscribe to nor to purchase any securities and must not
be interpreted in this way. Nor may it nor any part of it be used as the basis for a binding contract of any kind whatsoever, or be cited as
a reliable source in this context. Any decision relating to the probable offer for sale of securities for the company or companies
discussed in this publication should be taken solely on the basis of information in the prospectuses or offer documents which are issued
in relation to any such offer.

GBC does not provide any guarantee that the indicated returns or stated target prices will be achieved. Changes to the relevant
assumptions on which this document is based can have a material impact on the targeted returns. Income from investments is subject
to fluctuations. Investment decisions should always be made with the assistance of an investment advisor. This document cannot
replace the role of an advisor.

Sale outside the Federal Republic of Germany:

This publication, if sold in the UK, may only be made available to those persons who, in the meaning of the Financial Services Act 1986
are authorised and exempt, or persons as defined in section 9 (3) of the Financial Services Act 1986 (Investment Advertisement)
(Exemptions) Decree 1988 (amended version) and must not be transmitted directly or indirectly to other persons or

groups of persons.

Neither this document nor any copy of it may be taken into, transferred to or distributed within the United States of America or its
territories and possessions. The distribution of this document in Canada, Japan or other jurisdictions may be restricted by law, and
persons who come into possession of this publication should find out about any such restrictions and respect them. Any failure to
respect these restrictions may represent a breach of the US, Canadian or Japanese securities laws or laws governing another
jurisdiction.

By accepting this document you accept all disclaimers of liability and the restrictions cited above.

You can find the details of this disclaimer/exclusion of liability at:
http://www.gbc-aqg.de/de/Disclaimer.htm

Legal information and disclosures as required by se ction 34b para. 1 of Securities Trading Act (WpHG) and Financial Analysis

Directive (FinAnV)

This information can also be found on the internet at the following address::
http://www.gbc-ag.de/de/Offenlegung.htm

Section 2 (1) Updates
A detailed update of the present analysis/analyses at any fixed date has not been planned at the current time. GBC AG reserves the
right to update the analysis without prior notice.

Section 2 (II) Recommendation/ Classifications/ Rat __ing

Since 1/7/2006 GBC AG has used a 3-level absolute share rating system. Since 1/7/2007 these ratings relate to a time horizon of a
minimum of 6 to a maximum of 18 months. Previously the ratings related to a time horizon of up to 12 months. When the analysis is
published, the investment recommendations are defined based on the categories described below, including reference to the expected
returns. Temporary price fluctuations outside of these ranges do not automatically lead to a change in classification, but can result in a
revision of the original recommendation.
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The recommendations/ classifications/ ratings are | inked to the following expectations:

BUY The expected return, based on the derived target price, incl. dividend payments within the rel
10 %.
The expected return, based on the derived target price, incl. dividend payments within the rel

HOLD
10 % and < + 10 %.

SELL The expected return, based on the calculated target price, incl. dividend payments within the
<=-10 %.

GBC AG's target prices are determined using the fair value per share, derived using generally recognised and widely used methods of
fundamental analysis, such as the DCF process, peer-group benchmarking and/or the sum-of-the-parts process. This is done by
including fundamental factors such as e.g. share splits, capital reductions, capital increases, M&A activities, share buybacks, etc.

Section 2 (lI) Past recommendations
Past recommendations by GBC on the current analysis/analyses can be found on the internet at the following address:
http://www.gbc-ag.de/de/Offenlequng.htm

Section 2 (1V) Information basis

For the creation of the present analysis/analyses publicly available information was used about the issuer(s) (where available, the last
three published annual and quarterly reports, ad hoc announcements, press releases, share prospectuses, company presentations,
etc.) which GBC believes to be reliable. In addition, discussions were held with the management of the company/companies involved,
for the creation of this analysis/these analyses, in order to review in more detail the information relating to business trends.

Section 2 (V) 1. Conflicts of interest as defined i n section 34b para. 1 of the Securities Trading Act (WpHG) and Financial
Analysis Directive (FinAnV)

GBC AG and the analysts concerned hereby declare that the following potential conflicts of interest exist for the company/companies
described, at the time of this publication, and in so doing meet the requirements of section 34b of the Securities Trading Act (WpHG). A
detailed explanation of potential conflicts of interest is also listed in the catalogue of potential conflicts of interest under section 2 (V) 2.

In relation to the security or financial instrument discussed in this analysis the following possible conflict of interest exists:
(4:5)

section 2 (V) 2. Catalogue of potential conflicts 0 f interest

(1) GBC AG or a legal person connected to them holds shares or other financial instruments of this company at the time of publication.
(2) This company holds over 3 % of the shares in GBC AG or a legal person connected to them.

(3) GBC AG or a legal person connected to them is a market maker or designated sponsor for the financial instruments of this company.
(4) GBC AG or a legal person connected to them has, over the previous 12 months, organised or played a leading role in the public
issue of financial instruments for this company.

(5) GBC AG or a legal person connected to them has over the last 12 months agreed to create research reports for this company in
return for payment. As part of this agreement the issuer was shown the draft of this analysis (excluding the evaluation section) prior to
publication.

(6) GBC AG or a legal person connected to them has over the last 12 months agreed with a third party to create research reports about
this company in return for payment. As part of this agreement the issuer was shown the draft of this analysis (excluding the evaluation
section) prior to publication.

(7) The analyst responsible for this report holds shares or other financial instruments of this company at the time of publication.

(8) The analyst responsible for this company is a member of the company's Executive Board or Supervisory Board.

(9) The analyst responsible for this report received or purchased shares in the company analysed by said analyst, prior to the time of
publication.

Section 2 (V) 3. Compliance

GBC has defined internal regulatory measures in order to prevent potential conflicts of interest arising or, where they do exist, to declare
them publicly. Responsibility for the enforcement of these regulations rests with the current Compliance Officer, Markus Lindermayr,
Email: lindermayr@gbc-ag.de.
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Section 2 (VI) Responsibility for report

The company responsible for the creation of this/these analysis/analyses is GBC AG, with registered office in Augsburg, which is
registered as a research institute with the responsible supervisory authority (Federal Financial Supervisory Authority or BaFin, Lurgiallee
12, 60439 Frankfurt, Germany).

GBC AG is currently represented by its board members Manuel Hoélzle (Chairman), Jorg Grunwald and Christoph Schnabel.

The analysts responsible for this analysis are:
Cosmin Filker, Dipl. Betriebswirt (FH), Finanzanaly st
Felix Gode, Dipl. Wirtschaftsjurist (FH), stellvert  r. Chefanalyst

Section 3 Copyright

This document is protected by copyright. It is made available to you solely for your information and may not be reproduced or distributed
to any other person. Any use of this document outside the limits of copyright law shall, in principle, require the consent of GBC or of the
relevant company, should the rights of usage and publication have been transferred.

GBC AG

Halderstral3e 27

D 86150 Augsburg

Tel.: 0821/24 11 33-0

Fax.: 0821/24 11 33-30
Internet: http://www.gbc-ag.de

E-Mail: compliance@gbc-ag.de
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