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Directors’ dealings sending positive signals to the markets

At the life-science company MagForce AG interesting directors’ dealings can be ob-
served. CEO Dr. Ben Lipps published a number of insider purchases in the past few
weeks. Since August 2016, he purchased 55,100 additional shares, distributed over six
trades. This makes the CEO one of the most active insider traders in Germany and
sends a signal of confidence regarding the future development of the company to the
markets. Several scientific studies show that insider trades from executive or non-
executive directors give a fundamental indication of the future development of the com-
pany and the share price. Hence, we take the insider purchases as an opportunity to
conduct a comprehensive analysis of the MagForce AG.

Insider purchases from MagForce CEO Dr. Ben Lipps

Date Share price Volume Number of shares
09/08/16 450 € 49,499.56 € 11,000
30/08/16 4.66 € 51,228.10 € 11,000
30/09/16 3.94 € 51,190.10 € 13,000
05/10/16 417 € 30,021.84 € 7,200
06/10/16 419 € 30,164.40 € 7,200
11/10/16 4.39€ 25,008.75 € 5,700

Source: MagForce AG

MagForce AG is active in the field of nanomedicine and focuses on cancer therapy. The
company already received European approval for its fully functional medical product to
treat brain tumours, but the technology could also be used to treat other solid tumours.
Furthermore, MagForce aims to receive approval for the treatment of prostate cancer in
the USA. The application for a clinical study has already been submitted to the FDA.

The method is based on the principle of introducing magnetic nanoparticles directly into
a tumour and then heating them in an alternating magnetic field. The special aminosilane
coating of the nanoparticles allows them to remain at the treatment site. The particles are
activated by a magnetic field and then heat up, which in turn destroys cancer cells. Be-
side the development of the liquid NanoTherm®, MagForce also developed the NanoAc-
tivator®, the device that activates the alternating magnetic field as well as the NanoPlan®
Software for the treatment. The treatment already received European approval and
demonstrated in previous clinical studies medicinal safety and high effectiveness. Initial-
ly, NanoTherm® is used as a supplement to conventional cancer treatments, but in our
opinion, NanoTherm® has the potential to replace chemo- or radiotherapy.

The medical need in Europe for the treatment of glioblastoma (malignant brain tumour) is
quite high. EU-wide there are over 20,000 patients that suffer from aggressive brain
tumour diseases. Only little progress has been made over the past 20 years to treat
glioblastoma and the survival rates are still very low. Also, the market potential for the
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treatment of prostate cancer is significantly larger due to the higher number of cases. In
the USA alone, there are about 200,000 people suffering from prostate cancer.

In the past reporting periods MagForce AG focused on the commercialization of the
NanoTherm®-treatment. In this regard, three additional NanoActivator® devices have
been installed and these can be utilized for commercial treatment as well as for conduct-
ing post-marketing follow-up studies. Since the 30" June 2016 a total of six clinics in
Germany are equipped with a NanoActivator®, from which four offer the commercial
treatment of brain cancer:

Footprint of MagForce AG for the treatment glioblastoma

Manster

Source: MagForce AG; GBC AG

To increase the number of commercial treatments, the question of how costs are reim-
bursed still needs to be answered. In addition to the self-payers and the reimbursement
through foundations, there is also an advanced reimbursement process planned for
Germany that could also be expanded to other countries. Furthermore, MagForce AG
conducts a post-marketing study involving key opinion leaders in the area of oncology.
The involvement of these key opinion leaders and their familiarization with the innovative
treatment should increase the acceptance of MagForce’s technology. Also, additional
installed units in other European countries are expected to increase the number of com-
mercial treatments.

Moreover, MagForce further pushes the USA approval for the treatment of prostate can-
cer. The subsidiary MagForce USA, Inc. already submitted an application to the FDA to
conduct a clinical study in mid-2015. The proposed study, which will enrol up to 120
patients, should demonstrate that NanoTherm® therapy can focally ablate cancer lesions
for patients who have Gleason Score 7 prostate cancer and are under active surveil-
lance. The commercialisation in Europe (glioblastoma) in combination with the commer-
cial treatment in the USA (prostate cancer) could lead to significant sales and earnings,
which in turn would have a positive effect on the share price.

Hence, in our opinion the valuation level of the current share price is quite low. The in-
sider purchases of CEO Dr. Ben Lipps also send positive signals to the market. The
target price of 14.30 € offers a great upside potential and therefore we give the rating
BUY. Simultaneously, we include the MagForce share in our insider index ‘GBC Insider
Focus Index’ (ISIN: DEOOOSLA2JE2).

Note: Shortly we will the update our valuation of MagForce in a comprehensive research
study (Anno).

>

GBCAG

Investment Research



¢MGBC AG

Investment Research

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-aq.de/de/Disclaimer,htm

Leqgal information and disclosures as required by section 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 (I) 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 (I) Recommendation/ Classifications/ Rating

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 linked 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 (lll) 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/Offenlegung.htm

Section 2 (IV) 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 in 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:
(5a,6a,11)

section 2 (V) 2, Catalogue of potential conflicts of 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) a) 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.

(5) b) After receiving valid amendments by the analysed company, the draft of this analysis was changed.

(6) a) 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.

(6) b) After receiving valid amendments by the third party, the draft of this analysis was changed.

(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.

(10) GBC or a related legal party has closed an agreement with the underlying company regarding consulting services during the
previous 12 months.

(11) GBC or a related legal party has a significant financial interest in the analysed company, for example to get mandated by the
analysed company or to provide any kind of services (such as the organization of fairs, roundtables, road shows, etc.).
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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. Susanne Klebl. Email:
klebl@gbc-ag.de

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 Hélzle (Chairman) and J6rg Grunwald.

The analysts responsible for this analysis are:
Cosmin Filker, Dipl. Betriebswirt (FH), Financial Analyst

Other person involved:
Manuel Holzle, Dipl. Kaufmann, Head of research

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.
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