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Company Profile
Sector: Medical Technology

Specialty: Cancer Treatment

Employees: 22 Status: 30/06/2014
Founded: 1997
Registered Office: Berlin

Executive Board: Dr. Ben J. Lipps, Prof. Dr. Hoda Tawfik,
Christian von Volkmann

By its own account, MagForce AG, located in Berlin, is a leading company in the field of nanomedicine with
a focus on cancer treatment. The NanoTherm® therapy developed by the company is said to be suitable for
the local treatment of almost all solid tumours. The treatment is based on heat that is created by the activa-
tion of injected super-paramagnetic nanoparticles. The components of this therapy, the medical devices
NanoTherm®, NanoPlan®, the thermometric catheter TK01, NanoActivator® with the thermometric unit are
certified across the EU for the treatment of brain tumours. The objective of the new cancer treatment is to
establish itself as a further pillar of cancer therapy alongside conventional treatment methods such as sur-
gery, radiation and chemotherapy. According to available data, the NanoTherm therapy displays a promis-
ing degree of efficacy as well as being well-tolerated.

P&L in EURm 2014 2015e 2016e 2017e 2018e
Sales 7.66 1.88 4.11 19.23 53.27
EBITDA -1.06 -2.05 -9.14 3.84 24.47
EBIT -1.28 -2.17 -9.28 3.68 24.30
Net profit* -1.01 -2.17 -9.28 3.68 24.30

Per Share Figures in EUR

Earnings per share* -0.04 -0.08 -0.36 0.14 0.95
*before minorities

Key Figures

EV/Sales 14.56 59.37 27.14 5.80 2.10
EV/EBITDA neg. neg. neg. 29.06 4.56
EV/EBIT neg. neg. neg. 30.33 4.59
P/B before minorities neg. neg. neg. 35.65 5.40

Financial dates **last research published by GBC:

Date: Publication / Target Price in EUR / Rating
24/9/2015: RS / 14.30 / BUY

3/6/2015: RS / 13.20 / BUY

19/5/2015: RS / 13.20 / BUY

** the research reports can be found on our website
www.gbc-ag.de or can be requested at GBC AG, Hal-
derstr. 27, D-86150 Augsburg
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Executive Summary

. Commercial treatment was initiated in the first half of 2015

By the end of the first half of 2015, NanoActivator® devices had been installed at
a total of seven treatment centres in Germany. While these are mainly included in
the current ongoing post-marketing trial for glioblastoma indication in Europe, the
first commercial treatments can also be carried out at the same time. Since 2010,
MagForce Technology has held the appropriate CE certification in Europe. The
first patients were treated commercially at the University Hospitals in Minster,
Kiel and Cologne.

. Growth in turnover and earnings influenced by special revenues

In the current phase, the turnover attained is still at a low level, due to the small
number of patients being treated commercially. The greatest proportion of the to-
tal output of the first half of 2015, amounting to EUR 3.69 million (previous year:
EUR 7.08 million) came, just as it did in the previous year, from the transfer of
marketing and development rights to the subsidiary MagForce USA Inc. Although
the EBIT gained a positive result with EUR 0.36 million (previous year: EUR 3.71
million) for the second consecutive year, this is primarily due to one-off effects on
earnings.

. Solid financial status with equity ratio amounting to 92.8%

Due to the cash outflow resulting from the adjusted growth in earnings, the finan-
cial resources that are freely available have been reduced to EUR 5.45 million
(31/12/14: EUR 9.15 million). As part of the expected acceleration in market
sales, the cash burn should, however, be reduced in the subsequent periods. In
addition, MagForce AG has equity amounting to EUR 24.99 million (31/12/14:
EUR 24.43 million) and an equity ratio amounting to 92.8% (31/12/14: 85.1%) due
to very solid balance sheet ratios with a very low level of leverage.

° Milestones reached in approval for prostate cancer treatment in the USA

In May 2015, MagForce AG submitted an application to the American regulatory
authority FDA to carry out a clinical trial for the treatment of patients with prostate
cancer. This submission is an important milestone for the American authorisation
process. We expect the beginning of the trial in late 2015 and the receiving of
marketing approval by the middle of 2017. In this regard, the first NanoActivator®
for the treatment of prostate cancer has already been successfully installed in the
USA (Seattle).

. Target price of EUR 14.30 confirmed by “BUY” rating
We confirm our previous target price of EUR 14.30 per share which was con-
firmed in the DCF valuation model. Based on the current share price we therefore
confirm our “BUY” recommendation.



Business development as at 30/06/2015

in €ém 1.HY 2012 1.HY 2013 1.HY 2014 1.HY 2015
Total output 0.10 0.04 7.08 3.69
EBITDA -3.02 -1.93 3.78 0.55
EBIT -3.15 -2.00 3.71 0.36
Net profit or loss -3.57 -2.28 3.84 0.53

Source: MagForce AG; GBC AG

As expected, the focus of MagForce AG in the first half of 2015 was on the preparatory
measures for the commercialisation of NanoTherm® technology. The most important
aspect in this is the additional installation of NanoActivator® devices which are now avail-
able in seven different centres in Germany (Berlin, Frankfurt am Main, Kiel, Cologne, and
Munster).

Because the MagForce therapy has held European certification (in 27 EU Member
States) since 2010, commercial treatment for glioblastoma patients is possible. To this
effect, the first patients have already received commercial treatment at the University
Hospitals in Minster, Kiel and Cologne in the first six months of 2015, which we believe
to be an important milestone in the roll-out of NanoTherm® technology. However, in
order to increase awareness of this technology and to speed up its establishment, the
company is currently carrying out a so-called post-marketing trial in Germany alongside
the commercial treatment of patients. As part of this confirmatory trial, which extends the
scope of the trial and involves important opinion leaders, users are introduced to the
technology.

MagForce AG is at the same time seeking approval for the considerably more extensive
“prostate cancer” indication sector in the USA. In the period under review just ended, the
application for carrying out a single-arm clinical trial was submitted to the FDA as part of
this strategy. This submission is an important milestone in the American authorisation
process. We expect to begin the trial at the end of 2015/early 2016 and to receive mar-
keting approval by the middle of 2017.

In the current commercialisation phase, with a small number of commercially treated
patients, the growth in turnover and earnings is still very much characterised by low
revenues. This was also the case in the first six months of 2015, in which MagForce AG
saw a total output of EUR 3.69 million (1st half of 2014: EUR 7.08 million). Primarily, this
is non-recurring income relating to the extension of the distribution and development
rights for NanoTherm therapy to Mexico and Canada. The valuation of the subsidiary,
MagForce USA Inc., has therefore increased by a total of EUR 3.00 million, which has
resulted in income of the same amount. In addition, two NanoActivator® devices were
sold to MagForce USA Inc. and the first revenues generated for the commercial treat-
ment of glioblastoma patients in Germany. The comparatively high overall output in the
same period the previous year was also the result of the transfer of sales and develop-
ment rights to the North America region.

The total output amounts to EUR 3.69 million (1st half of 2014: EUR 7.08 million), as
opposed to the operating costs which amount to EUR 3.33 million in total (1st half of
2014: EUR 3.37 million). These mainly include personnel costs amounting to EUR 1.47
million (previous year: EUR 1.31 million), as well as other operating expenditure (IR,
advertising, marketing, legal fees, patenting costs, etc.) to the amount of EUR 1.38 mil-
lion (previous year: EUR 1.96 million).

The EBIT accordingly gained a positive result with EUR 0.36 million (1st half of 2014:
EUR 3.71 million) for the second consecutive year. As mentioned, however, this is main-
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ly due to one-off effects relating to the transfer of sales and development rights to the
subsidiary MagForce USA Inc. Despite being adjusted for these special revenues, Mag-
Force AG would have achieved a negative EBIT with EUR -2.64 million (1st half of 2014:
EUR -3.19 million) as expected.

EBIT-development (in €m)

3.71
et EBIT

0.36

-2.64
—

1.HY 2012 1.HY 2013 1.HY 2014 1.HY 2015
Source: MagForce AG; GBC AG
A more positive aspect is the sustainable improvement in the financial income which had
already been implemented in the fiscal year 2013. In total, the financial income of Mag-

Force AG amounted to EUR 0.16 million in the first half of 2015 (1st half of 2014: EUR
0.13 million).

Financial status as at 30/06/2014

in €ém 31/06/2014 31/12/2014 30/06/2015
Equity 19.08 24.43 24.99

of which proportion of net loss -35.33 -40.18 -39.65
Equity Ratio 70.8% 85.1% 92.8%
Liquid Assets 5.09 9.15 5.45
Cash flow (operative) -3.53 -8.71 -3.83
Cash flow (investment) -0.68 -1.61 0.13
Cash flow (financing) 0.00 10.20 0.00

Source: MagForce AG; GBC AG

Because MagForce AG recorded an operating cash outflow due to the still low commer-
cialisation revenue, the financial status of the balance sheet is of great significance.
Based on the total cash flow amounting to EUR -3.70 million (1st half of 2014: EUR -3.53
million), the funds that are freely available have been reduced to EUR 5.45 million
(31/12/14: EUR 9.15 million). With a constant cash burn, the projected cash burn rate is
0.7 years. However, due to the expected increase in commercialisation revenue, the
cash burn should be gradually reduced, so the cash reach is likely to increase.

In addition, the company has a very solid balance sheet structure, with a very low level of
leverage. With equity amounting to EUR 24.99 million (31/12/14: EUR 24.43 million),
MagForce AG has a higher-than-average equity ratio amounting to 92.8% (31/12/14:
85.1%). This has recently been gradually expanded in the context of capital measures, a
debt-to-equity swap and due to the recent positive after-tax results.
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Equity (in €m) and Equity Ratio (in %)

mm Equity 24.43 24.99

e Equity Ratio

15,24

0.00MXe5A

31/12/12 31/12/13 31/12/14 30/06/15
Source: MagForce AG; GBC AG

Forecasts and Model Assumptions

in Mio. € 2015e 2016e 2017e 2018e 2019e 2020e 2021e
Sales 1.88 411 19.23 53.27 84.42 117.07 140.74
EBITDA -2.05 -9.14 3.84 2447 40.71 57.04 68.54
EBIT 217  -9.28 3.68 24.30 4054 56.87 68.37
Net income before minorities -217  -9.28 3.68 24.30 28.38 39.81 47.86

Source: GBC AG

The latest milestones achieved for marketing NanoTherm therapy form the basis of our
slightly modified revenue and earnings forecasts since our recent research report (see
the research report dated 24/09/15).

The first revenues achieved as part of the commercialisation of the treatment of glioblas-
toma in Europe should therefore be gradually increased. On the one hand, the basis for
this is the expected increase in awareness of this treatment method. The current ongoing
post-marketing trial, in which the main users and key personnel will become familiarised
with the new technology, should also be decisive for this. In addition, the increase in
installation figures determines the infrastructural basis for an increase in treatment fig-
ures. Further to the seven NanoActivator® devices which have already been installed,
another treatment centre is to be opened in Géttingen in the fourth quarter of 2015.

In addition to carrying out the post-marketing trial and the first commercial treatment of
glioblastoma patients in Europe, the request to conduct a clinical trial for the treatment of
prostate cancer patients was submitted to the American regulatory authority FDA. In the
planned single-arm clinical trial, proof will be provided that the carcinogenic lesions (can-
cer-related tissue disorders) in the prostate of up to 120 patients have been completely
destroyed. With the submission of the application for approve of the clinical trial to the
FDA, MagForce AG entered the approval process as planned. According to the FDA, the
review process of application documents and approval for the trial of a medical device
will take up to 180 days. We hope that the trial for the approval of NanoTherm® therapy
will begin towards the end of 2015, immediately after approval is expected from the FDA.
In this regard, the first NanoActivator® for the treatment of prostate cancer has already
been successfully installed in the USA (Seattle). Marketing approval may be obtained by
the middle of 2017, after implementation of the clinical trial and evaluation of the results.
We therefore expect that the approval timetable for NanoTherm® therapy will be as fol-
lows:
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Glioblastom USA
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Glioblastom EU
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Source: GBC AG

Based on this, and according to our expectations, revenues from the commercialisation
of NanoTherm therapy for the treatment of prostate cancer in the United States should
start to be generated as from the 2018 fiscal year. Until then, we expect a gradual in-
crease in sales of treatments for malignant brain tumours in Europe.

After the end of the current post-marketing trial and the registration trial in the USA,
MagForce AG may have a high gross margin level against the background of a low ma-
terial cost structure. MagForce AG has a scalable business model in conjunction with a
flexible cost structure in the overheads sector. In the wake of rising revenues, we expect
continual improvement in profit margins and therefore a correspondingly disproportionate
increase in EBIT.

EBIT forecast (in € million)

68.37
56.87
40.54
24.30
3.68
[ T — T T T T
el
-9.28

2015e 2016e 2017e 2018e 2019e 2020e 2021e

Source: GBC AG

Based on our only marginally modified estimates, no changes are made to the DCF
valuation model. We therefore confirm our target price to date of EUR 14.30 per share,
and the “BUY” recommendation, based on the current level of share prices.
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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-aq.de/de/Disclaimer,htm

Legal 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 (Il) 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;5b;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), Jérg Grunwald and Christoph Schnabel,

The analysts responsible for this analysis are:
Cosmin Filker, Dipl. Betriebswirt (FH), Finanzanalyst
Felix Gode, CFA, Dipl. Wirtschaftsjurist (FH), stellvertr. Chefanalyst

Other person involved:
Manuel Holzle, Dipl. Kaufmann, 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

HalderstraBe 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



