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Diaxonhit in brief

+ Diaxonhit engages in the research and
commercialization of diagnostic products. Its portfolio
consists of proprietary diagnostic products in the
following areas: transplantation, infectious diseases,
auto-immunity and life science. Diaxonhit was founded
on October 15, 1997 and is headquartered in Paris,
France.

* Key shareholders: Jean-Michel Carle (16.8%), Denis
Fortier (14.4%)
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Valuation ratios
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12/2018  12/2019  12/2020  12/2021
Last Share price (EUR) 4,90 4,90 4,90 4,90
Market capitalization (EURm) 47 47 47 47
Entreprise Value (EURm) 58 55 51 46
Book Value per share (EUR) 2,8 2,6 2,5 2,6
Cash-Flow per share (EUR) 0,18 0,39 0,54 0,65
Adj. Earning per share (EUR) -0,12 0,07 0,21 0,31
EV/Sales 1,12 1,02 0,89 0,76
EV/IC 1,42 1,53 1,63 1,72
EV/EBITDA 18,0 10,9 7,6 57
P/BV 1,75 1,89 1,93 1,89
P/CF 27,1 12,6 9,0 7,6
P/E -39,4 731 23,3 16,0
Free Cash-flow Yield (%) -0,5% 4,8% 9,0% 11,1%
Dividend Yield (%) 0,0% 0,0% 0,0% 0,0%




A long history of failure

From biotech to diagnostic distribution

History highlights

Diaxonhit has started as a biotech company but failed to
deliver new innovative molecules and lost its partnerships with
pharmaceutical groups (Allergan in particular).

In 2012, in order to survive and generate revenue, Diaxonhit
bought Ingen, the leading distributor in France of HLA (Human
Leucocyte Antigen) transplantation diagnostic for the US
company, Thermo-Fished scientific.

Unfortunately, this acquisition was not enough to bring back
the company in the black as its cost structure remained too
heavy and as Ingen was severely impacted by the rise of the
dollar (and could not to pass the cost increase of its licensed
HLA products to its customers).

In 2017, after a year on negotiation, the company merged with
Eurobio, a small dynamic diagnostic French player, but
published a record loss of EUR 10m !
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Published net losses (EURm)
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But new industrial owners

A merger leading to a new company and dynamic

Merger rational and strategy

Following the merger, the two managers and owners of
Eurobio (Jean-Michel Carle and Denis Fortier) took the control
of Diaxonihite with the clear ambition to create value from this
merger.

As managers of Eurobio, they had an excellent track record in
term of company development (CAGR of 13.5%) and cost
control (EBITDA margin of 12.5%) and believed they would
better manage Diaxonhit than the previous management.

First, they saw major commercial and sales synergies as
Diaxonhit-Ingen and Eurobio diagnostic products, sales forces
and customers were very complementary.

Second, they indentified significant cost synergies especially
within Diaxonhit.
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Net sales of Eurobio (EURm)
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First successes in 2017
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High sales growth and operating losses reduction

Growth and cost cutting results

The first year under the new management demonstrates a
success of the strategy.

First, despite a stability of HLA products sales (+2% growth for
Diaxonhit-Ingen), the company sales have increased by 9% in
proforma. That means that Eurobio sales have increased by
more than 24% during the year.

Second, cost cutting has accelerate. Despite merger R&D costs
have been reduced by 35%. Sales & Marketing* costs have
declined by 430 bps to represent only 20.6% of sales. Similarly,
the number of highly paid employees has been significantly
reduced.

Even more significant, for the first time in its history, the
company published a EUR 2.5 million positive cash-flow from
operation (before CAPEX and investment).

*excluding products depreciation
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Published EBITDA losses (EURm)
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The company's recovery and growth plan
pany y 9 P @[pe Research
Targeting 25% sales growth by 2020

Growth and profit

To achieve its recovery, the group is targeting EUR 60 million
of revenue by 2020 (a growth of 25% versus 2017).

To achieve this target, the management counts on its
commercial synergies, on the molecular biology market
growth, but also on specific dynamic products lines: its
infectious diseases diagnostic products (26% of its sales, +12%
in 2017) and its auto-immunity diagnostic products (16% of its
sales, +8% in 2017). In addition, it plans to look at some
targeted acquisition.

In order to improve its gross margin (currently 35.5%), the
company intend also to push its proprietary products portfolio
(16% of the sales currently).

Finally, considering that management should be able to
continue to control its fixed cost, this growth would have a
significant leverage effect on margin.
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Risks to the plan

Mature products, economic slowdown and dollar
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Risks to take in consideration Revenues breakdown by product 2017

If Diaxonhit has achieved a strong sales in 2017 (+9%), we doubt
the company will duplicate this performance every year;

First, Diaxonhit has captured a large part of its commercial
synergies in 2017. Positive effect of the merger should be more
limited going forward.

Second, many products are mature or even declining : Cornea
products are mature in France, micro-biology sales are going
down, quality control sales may reach a plateau in 2020. More
critical, HLA diagnostic products (transplantation) are now mature
and subject to cost reduction pressure from biology laboratories.

Third, the diagnostic market remains very sensitive to the
economic condition. The economic slowdown is expected to
impact the company's sales.

Finally, despite its new product diversification, 50% of the
products purchase remains done in dollar. As we have seen in
2015, a fall of the Euro could significantly impact margin.
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Recovery but still in loss in 2020 Ipe | Fleseeeimats

A punishing accounting method

A recovery but not fully visible Net profit (EURm) and EBITDA margin (%)

» Even if we are cautious on the company ambitious growth plan,

. . . LT . 12 16%
we believe the company will succeed to improve significantly its
profitability.
7 1%
+ Unfortunately, as the company has chosen to depreciate its
acquisition goodwill (EUR 2.7m per year) and the intangible value 6%
of its current products (EUR 2.7m per year), in addition of its 2

recurring depreciation (EUR 0.8m), Diaxonhit should remain in the
red for the next 3 years.

1%

. . . -4%
* Indeed, even if we believe the sales growth, the gross margin °

improvement, and the fixed cost control should allow the 8
company to improve its EBITDA margin published from -0.6% in
2017 to +11.7% in 2020, depreciations would keep the company

in the red as they artificially represent more than 10% of the sales. -13 -14%
12/2017 12/2018 12/2019 12/2020 12/2021

-9%

mmmm Net profit (RHS) e EB[TDA Margin (LHS)
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A long term re-rating potential

Valuation assumption and comments DCF valuation summary

* The first half results and the annual results 2017 have
demonstrated the reality of Diaxonhit recovery. Even if we should Beta 1 1,1 1,2 1,3 1,4 1,5
remain cautious in the growth plan of the company, we believe in
the recovery of the company will continue.

WACC 8.5% 9.1% 9.6% 10.2% 10.7% 11.3%

* Then assuming the company recover as we anticipated, Diaxonit
would generate an EBITDA of EUR 7/8m, a net profit close to EUR

0,

5/6m and would not have any debt by 2020/21. G 1.0% 6.2 >/6 >1 47 4.3 3,9
G 1.5% 6,5 5,9 5,3 4,9 4,5 4,1
* The company could thep be eaS|Iy. valued 10x. its EBITDA .and G 2.0% 6,9 6,2 56 5.1 46 4,3

between 12.5x and 15x its net earnings (assuming a normalized
level of deprecation) G 2.5% 7,4 6,6 5,9 5,4 4,9 4,4
Lo . G 3.0% 8,0 7,1 6,3 5,7 5,1 4,6

* Similarly a beta of 1x and a discounted rate around 9% could
make sense by this date. G 3.5% 8,7 7,6 6,7 6,0 54 4,9
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Limited in the short term... £, | & ——

... but favorable momentum and improvement potential

Diaxonhit’s stock reputation®

Criterion Points Comments

Share price behavior 6 One erractic movement every 3 days but stable trends

Focus on shareholder value 9 Good governance, some incentive but not much IR effort

Quality of the shareholders” 5 No major institutional investors anymore

Communication of th equity story 11 Relatively good communication but no quarterly, limited KPI and punishing accounting
Consistency 10 Good accounting consistency but no guidance

Total over 100 41 Below average reputation on the stock market

Opinion

*+ Since then annual results, Diaxonhit's share price has gained almost 20% and is back to the peak reached after its half year publication.

* In the next 6 months, the momentum should remain positive with the AGM (the company name would be change and recovery could be
confirmed) and the H1 2018 results (a new operating improvement is expected). The management could take some initiatives to help its re-

rating (see stock reputation).

* Yet, a significant part of the recovery anticipated is already in the share price.
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Operating under the trademark LPE Research, LA PETITE ETINCELLE ASSOCIES SAS (“LPE Research”) is an independent equity research house exclusively
dedicated to fund managers and investors. LPE Research provides services of investment research and financial analysis as defined by “l'article L. 544-1 du
code monétaire et financier” of the French law. As such LPE Research’s reports strictly follow the general and specifics rules of the Autorité des Marchés
Financiers (“AMF”) regarding investment research and financial analysis (www.amf-france.org). In addition, LPE Research’s Directors and employees strictly
follow the Société Frangaise des Analystes Financiers (“SFAF”) code of ethics (www.sfaf.com).

Regulatory disclosures and disclaimer with necessary investor information on the applicable rules governing the production of financial analysis including in
particular the substantially material sources for the opinion not included on this publication, the basis of the equity research methodology, the disclosure of
interests and conflicts of interest, the disclosure regarding the remuneration of persons involved in the preparation of recommendations as well as the legal
disclaimer are posted on the LPE Research website and can be found under http://www.Iperesearch.com/equity-research-disclaimer.

In line with regulatory guidelines and LPE Research's principals as set out above, Equity Research within LPE Research may produce and distribute electronic
communication, in particular emails which are not considered as financial analysis as they serve the only purpose of commenting recent news and events. This
form of news flow communication does never contain any changes to the latest opinion as published in the most recent financial analysis.

This document may not be reproduced, distributed, or published without the prior consent of LPE Research.

LPE Research Copyright © 2018 by LA PETITE ETINCELLE ASSOCIES SAS. All rights reserved.
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