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Company Update

Positive momentum into 2017

Novacyt has reported 25% revenue growth in FY16 to €11.1m (+38% in constant currency), with NovaPrep

sales growth of 24% boosted by a strong performance in Asia Pacific (+116%). Group revenues were

marginally lower than our estimate (€13.3m), primarily as a result of currency headwinds to Primerdesign,

continuing outstanding tender contracts in the Middle East for Lab21, and the timing of certain NovaPrep

shipments. However, we believe Novacyt is making good progress towards its aim of becoming break-even by

the end of 2017, and in light of the near-term prospect of profitable growth, we believe the company remains

significantly undervalued. Reiterate Buy.

Reported sales growth of 25% for FY16. Novacyt has reported 25%

reported revenue growth for FY16 (+38% at constant currency), with revenues

of €11.1m, marginally below Stifel estimate of €13.3m. Revenue for 2H16

increased 47% reported YoY (+68% at CER). The company also raised €8.1m

in cash and €3m in bonds during 2016, finishing the year with €2.9m in cash.

Strong NovaPrep performance. NovaPrep sales of €1.6m were just shy of

our estimate of €1.9m, primarily due to a supply chain issue affecting the

timing of orders totalling €346k, now expected to be shipped in 2017. Of note,

sales in Asia Pacific grew 116%, Eastern Europe and the Middle East sales

were up 60%, and in France sales declined 7% as it transferred from a direct

to indirect sales model with the appointment of distributor MM France in 2H16.

Given the product’s launch in new markets (Turkey, Qatar, Israel, Malaysia

and Australia), increasing investment in the MDL Asia partnership, and a

planned launch in South America in 2017 through Cepheid, we expect this

growth to continue.

Investing behind Primerdesign. Primerdesign full year sales of €3.3m were

negatively impacted by currency (Stifel estimate €4.2m) but driven by strong

growth of 71% in South America, 67% in Asia Pacific and 28% in North

America. Novacyt expects to invest in R&D and commercial infrastructure at

Primerdesign to continue driving growth of higher margin products.

Lab21 product sales grew 10% at CER in 2H16. Despite revenues declining

8% YoY to €6.2m (Stifel estimate €7.2m), product sales grew 10% at CER in

2H16, suggesting positive momentum into 2017. The revenue decline in 2016

had been expected as the result of delays in awarding outstanding tenders

from a number of oil-producing regions. Ten new CE marked products have

been launched and are expected to continue driving growth of the division,

although for now we have removed expectations of tender contracts being

awarded (see below).

Revenue forecasts updated . We have marginally adjusted our revenue

forecasts to account for the lower Lab21 revenues (now conservatively

assuming none of the outstanding tenders are awarded) and currency

headwinds to Primerdesign growth. The group reiterated its expectations for

reaching break-even/profitability by the end of 2017, having transformed its

prospects through the acquisition of Primerdesign. Given the sales momentum

in 2H16 we believe the company is on track to achieve this goal. Full year

results are expected on 27 April 2017.
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Key data

Bloomberg/Reuters codes: ALNOV FP /

ALNOV.PA

Market cap (€m) 17

CAC 4,828

1mth perf (%) 0.9

3mths perf (%) (11.2)

12mths perf (%) (59.2)

12mth high-low (€) 3 - 1

Free float (%) 77

Key financials

Year to Dec 2015A 2016E 2017E

Sales (€) 8.9 11.1 16.0

EBIT adj (3.23) (1.50) 0.28

EBIT margin (%) (145.7) (15.3) 0.5

EPS adj (c) (204.9) (18.8) (4.6)

EV/EBITDA (x) 0.5 1.7 (7.8)

PE adj (x) NA NA NA

Div yield (%) 0 0 0

DPS 0 0 0

FCF yield (%) 0 0 0

Prices are as of 08:15 GMT, 24 January 2017

All sources unless otherwise stated: Company
data, FactSet, Stifel estimates
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Key data
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Key valuation ratios (x)

2015A 2016E 2017E 2018E

PE adj (x) NA NA NA NA

Div yield (%) 0 0 0 0

Key profit and loss data (€)

2015A 2016E 2017E 2018E

Sales (€) 8.9 11.1 16.0 19.1

EBITDA adj (3.0) (1.1) 0.7 1.2

EBIT adj (3.23) (1.50) 0.28 0.71

EBIT adj margin (%) (36.2) (13.5) 1.7 3.7

Net income (13.9) (2.1) (0.8) (0.4)

EPS adj (c) (204.9) (18.8) (4.6) (2.1)

DPS (c) 0 0 0 0

Key cash flow data (€)

2015A 2016E 2017E 2018E

Operating profit (13.0) (1.7) 0.1 0.5

Operating cash flow (5.3) (1.8) (0.8) (0.4)

Taxes paid 0 0 0 0

Net interest (0.7) (0.4) (0.9) (0.9)

Capex (0.8) (0.7) (0.9) (1.0)

Free cash flow (6.9) (2.9) (2.6) (2.2)

Dividends 0 0 0 0

Change in cash (1) 3 (3) (6)

Net debt (1.5) (2.0) (5.5) (8.0)

Key balance sheet (€)

2015A 2016E 2017E 2018E

Cash 2 5 2 (4)

Net assets 11 21 21 20

Key information

Target price methodology/risks

Our target price for Novacyt of €2.34 is based on our belief that shares
can trade on a forward EV/Sales of 3.5x and our DCF model assuming
a discount rate of 12.5% and terminal growth of 2%.

Risks to the achievement of our target price include market acceptance
of the NovaPrep system failing to materialise, gross margins failing to
improve as anticipated, and potential changes to reimbursement policy.

Business description

Novacyt develops, manufactures and supplies diagnostic tests for
infectious diseases and cancer screening cytology to diagnostic
laboratories.

Senior management

Graham Mullis (CEO)

Anthony Dyer (FD)

Jean-Pierre Crinelli (COO)

Eric Peltier (CIO)

Key dates

27 April 2017 - FY16 financial results

29 June 2017 - AGM

20 July 2017 - 1H17 revenues

26 October 2017 - 1H17 results

Major shareholders

SAS Cup 92 (founders) - 19.9%

Aurinvest Capital - 9.9%

Merlin residual investment Ltd - 8.1%

Website

www.novacyt.com
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Year end December
Data in millions, except per share and percentages

Source: Company data, FactSet, Stifel estimates
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Figure 1: Novacyt P&L forecast (€m) 

Year ending December  2015 2016 2016E 2016E 2017E 2018E 2019E 

€m  H1 H2     

        

Lab 21 7.6 3.2 3.1 6.2 7.2 8.1 8.6 

Novacyt 1.3 0.9 0.8 1.6 2.6 3.4 4.7 

Primerdesign  1.0 2.3 3.3 6.2 7.6 9.8 

Total revenues 8.9 5.0 6.1 11.1 16.0 19.1 23.1 

Growth 97% 5% 46% 24% 44% 20% 21% 

COGS (€m) -4.7 -2.4 -1.0 -3.3 -5.8 -7.0 -8.0 

Gross profit (€m) 4.3 2.6 5.2 7.8 10.2 12.1 15.0 

Gross margin  48% 52% 84% 70% 64% 63% 65% 

        

General and admin  -4.8 -2.6 -1.9 -4.5 -4.6 -4.7 -4.8 

Sales and marketing  -2.3 -1.5 -1.0 -2.5 -2.7 -3.1 -3.5 

R&D -0.6 -0.4 -0.2 -0.6 -0.6 -0.8 -0.9 

Primerdesign costs  -0.8 -1.0 -1.8 -2.2 -3.0 -3.7 

Subsidies 0.1 0.1 0.1 0.2 0.2 0.2 0.2 

Total operating expenses -7.5 -5.2 -4.0 -9.3 -9.9 -11.4 -12.8 

        

EBITA (pre-exceptional)  -3.2 -2.6 1.1 -1.5 0.3 0.7 2.3 

Operating margin     1.7% 3.7% 9.8% 

Amortisation  -9.8  -0.2 -0.2 -0.2 -0.2 -0.2 

EBIT (pre-exceptional)  -13.0 -2.6 0.9 -1.7 0.1 0.5 2.1 

Exceptional        

Other income/expense -0.2 -0.5      

Finance costs  -0.7 -0.4 0.0 -0.4 -0.9 -0.9 -0.4 

Pre-tax (loss) profit  -13.9 -3.5 0.9 -2.1 -0.8 -0.4 1.6 

        

Tax 0.0 0.0 0.0 0 0 0 0 

Net income  -13.9 -3.5 0.9 -2.1 -0.8 -0.4 1.6 

NOSH  6.8 9.5 14.0 11.3 17.3 17.3 17.3 

EPS (€) -2.0 -0.37 0.06 -0.19 -0.05 -0.02 0.09 
 

Source: Company data; Stifel estimates 
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Important Disclosures and Certifications

We, Olivia Manser and Christian Glennie, certify that our respective views expressed in this research report
accurately reflect our respective personal views about the subject securities or issuers; and we, Olivia Manser
and Christian Glennie, certify that no part of our compensation was, is, or will be directly or indirectly related
to the specific recommendations or views contained in this research report. Our European Policy for
Managing Research Conflicts of Interest is available at www.stifel.com.
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Rating and Price Target History for: Novacyt SA (ALNOV/FP) as of 01-23-2017

Created by BlueMatrix

Rating Key

        B - Buy                 UR - Under Review

        H - Hold               NR - No Rating

        S - Sell                 NA - Not Applicable

        I - Initiation          SU - Rating Suspended

        D - Discontinued

 

For a price chart with our ratings and any applicable target price changes for ALNOV.FP go to
http://stifel2.bluematrix.com/sellside/Disclosures.action?ticker=ALNOV.FP

Stifel or an affiliate has received compensation for investment banking services from Novacyt SA in the past 12
months.

Stifel or an affiliate expects to receive or intends to seek compensation for investment banking services from Novacyt
SA in the next 3 months.

Novacyt SA is provided with investment banking services by Stifel or was provided with investment banking services by
Stifel or an affiliate within the past 12 months.

Novacyt SA is a client of Stifel or an affiliate or was a client of Stifel or an affiliate within the past 12 months.

The rating and, where applicable, target price history for Novacyt SA and its securities prior to March 1, 2015 on the
above price chart reflects research analyst views at Oriel Securities Limited (Oriel), which has now been integrated into
the Stifel research platform. Oriel utilized an investment rating system that was different from the rating system
currently utilized at Stifel. For a description of the investment rating system previously utilized by former Oriel research
analysts during the past three years, go to
http://www.stifel.com/docs/pdf/disclosures/Europe/Former%20Oriel%20Investment%20Rating%20System.pdf

Stifel or an affiliate is a corporate broker and/or advisor to Novacyt SA.

The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various
factors, including Stifel’s overall revenue, which includes investment banking revenue.

Our investment rating system is three tiered, defined as follows:

BUY -We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage
price change plus dividend yield.

HOLD -We expect a total return between -5% and 10% over the next 12 months with total return equal to the
percentage price change plus dividend yield.

SELL -We expect a total return below -5% over the next 12 months with total return equal to the percentage price
change plus dividend yield.

Occasionally, we use the ancillary rating of SUSPENDED (SU) to indicate a long-term suspension in rating and/or
target price, and/or coverage due to applicable regulations or Stifel policies. SUSPENDED indicates the analyst is
unable to determine a “reasonable basis” for rating/target price or estimates due to lack of publicly available information
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or the inability to quantify the publicly available information provided by the company and it is unknown when the
outlook will be clarified. SUSPENDED may also be used when an analyst has left the firm.

Of the securities we rate, 48% are rated Buy, 42% are rated Hold, 3% are rated Sell and 7% are rated Suspended.

Within the last 12 months, Stifel or an affiliate has provided investment banking services for 18%, 7%, 3% and 15% of
the companies whose shares are rated Buy, Hold, Sell and Suspended, respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price
methodology applicable to the companies mentioned in this publication that are within Stifel's coverage universe. For a
discussion of risks to target price please see our stand-alone company reports and notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates
may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions
expressed within. Past performance should not and cannot be viewed as an indicator of future performance.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a
merger or acquisition, or serving as a placement agent in private transactions.

Affiliate Disclosures

“Stifel”, includes Stifel Nicolaus & Company (“SNC”), a US broker-dealer registered with the United States Securities
and Exchange Commission and the Financial Industry National Regulatory Authority and Stifel Nicolaus Europe
Limited (“SNEL”), which is authorized and regulated by the Financial Conduct Authority (“FCA”), (FRN 190412) and is a
member of the London Stock Exchange.

Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not
registered/qualified as a research analyst with FINRA and is not an associated person of the US broker-dealer and
therefore may not be subject to FINRA Rule 2241 or NYSE Rule 472 restrictions on communications with a subject
company, public appearances, and trading securities held by a research analyst account.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by SNEL is distributed by SNEL to “Major US Institutional
Investors” as defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may also
distribute research prepared by SNEL directly to US clients, including US clients that are not Major US Institutional
Investors. In these instances, SNC accepts responsibility for the content. SNEL is a non-US broker-dealer and
accordingly, any transaction by a US client in the securities discussed in the document must be effected by SNC. US
clients wishing to place an order should contact their SNC representative.

Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international
dealer exemption. This material is intended for use only by professional or institutional investors. None of the
investments or investment services mentioned or described herein is available to other persons or to anyone in
Canada who is not a “permitted client” as defined under applicable Canadian securities law.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and
regulated in the United Kingdom by the FCA. In these instances, SNEL accepts responsibility for the content. Research
produced by SNEL is not intended for use by and should not be made available to non-professional clients.

The complete preceding 12-month recommendations history related to recommendation(s) in this research report is
available at https://stifel2.bluematrix.com/sellside/MAR.action

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti
Monetari Brunei Darussalam. This document and the information contained within will not be registered with any
relevant Brunei Authorities under the relevant securities laws of Brunei Darussalam. The interests in the document
have not been and will not be offered, transferred, delivered or sold in or from any part of Brunei Darussalam. This
document and the information contained within is strictly private and confidential and is being distributed to a limited
number of accredited investors, expert investors and institutional investors under the Securities Markets Order, 2013
("Relevant Persons") upon their request and confirmation that they fully understand that neither the document nor the
information contained within have been approved or licensed by or registered with the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti
Monetari Brunei Darussalam or any other relevant governmental agencies within Brunei Darussalam. This document
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and the information contained within must not be acted on or relied on by persons who are not Relevant Persons. Any
investment or investment activity to which the document or information contained within is only available to, and will be
engaged in only with Relevant Persons.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in
accordance with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a
transaction is carried out in accordance with applicable exemptions from registration and licensing requirements.
Non-US customers wishing to effect transactions should contact a representative of the Stifel entity in their regional
jurisdiction except where governing law permits otherwise. US customers wishing to effect transactions should contact
their US salesperson.

The recommendation contained in this report was produced at 24 January 2017 03:38EST and disseminated at 24
January 2017 03:38EST.

The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax
implications for investors. Clients are advised to speak with their legal or tax advisor prior to making an investment
decision.

Additional Information is Available Upon Request

© 2017 Stifel. This report is produced for the use of Stifel customers and may not be reproduced, re-distributed or
passed to any other person or published in whole or in part for any purpose without the prior consent of Stifel. Stifel
Nicolaus Europe Ltd. 150 Cheapside, London, EC2V 6ET. Registered in England Number 03719559
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