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Diaxonhit, promising short- and mid-
term perspectives

Despite Diaxonhit’'sefforttoreduceits operationalexpenses,
the company’s net loss increased in H1-2016 compared to
H1-2015. This is attributed to a decreased in IVD (in vitro
Diagnostics) sales for HLA testing, representing more than
70% of the company’s revenue. Diaxonhit did however,
increased sales of proprietary tests (BJI Inoplex, available in
18 countries), and quality control products (+30%). During
its half year presentation, the company provided insights
about its short- to mid-term perspectives for its proprietary
products. Although the company did make progress in
the development of its IVD tests, we reduced our target
price to €1.25/share, after adjusting our valuation model,
especially for the US market, which will take more time to
capture than previously anticipated. However, we are sfill
confident in Diaxonhit’s strategy and business model.

BJI Inoplex, medico-economic studies to boost mar-
ket adoption

BJI Inoplex, has been commercially available since 2015 for
the diagnosis of prosthetic joint infections. Diaxonhit directly
markets BJlI Inoplex in France, where the test is currently
benefiting from a specific reimbursement protocol for
innovative IVD tests. The company is currently submitting a
medico-economic study to the French healthcare authorities
to support the reimbursement of BJI Inoplex, and increased
its adoption by clinicians. In Europe, Diaxonhit has already
secured 4 distribution agreements covering 18 European
countries. Medico-economic studies are currently ongoing in
[taly, Spain, and the Benelux area.

Dx15, clinical validation study ongoing, results by
mid-2017

Last June, Diaxonhit announced that the recruitment of the
Dx15 CITHY (thyroid cancer diagnosis) study was completed,
with more than 1,700 thyroid samples collected from 1,500
patients from France, Italy, and Spain. This study aims at
validating the Dx15 diagnostic test in clinical conditions. The
performance of Dx15 will be measured by comparing the test
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Euronext since Jan. 1%, 2016

Diaxonhit -27.1%
Alys France* -18.7%
Next Biotech -17.3%
CAC Healthcare -6.7%
CAC 40 -2.9%

Alternext Allshares -0.1%

* Index of French smallcaps (less than €1B
market capitalization at time of inclusion) in the
healthcare and life sciences sector, listed on

Euronext Paris.
See htp.//www.aurgalys.com/aurgalys-indices
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results with postsurgical histopathological samples collected
from those patients. Positive results would lead to Dx15 CE
marking, a prerequisite for marketing the test in Europe. The
company infends to publish CITHY results mid-2017. Diaxonhit
presented preliminary observational data that strengthens the
medical utility of a test such as Dx15.

HIV diagnostic tests, prototype validation in 2017

Innavirvax is developing a therapeutic vaccine, VAC-3S, for
HIV-infected patients. In the PROTEVIH Consortium, Diaxonhit
is developing 2 diagnostic tests for Innavirvax's VAC-3S. These
two tests consist of a prognosis test which would help clinicians
determine whether patients need immediate treatment or
not, and a companion diagnostic test for VAC-3S, monitoring
patient response to Innavirvax's therapy. Innavirvax's Phase
llb trial is expected to begin in the first half of 2017, which
would provide the necessary samples to validate Diaxonhit’s
prototype.

The United States, key market for Diaxonhit

The US market is a key territory for the healthcare industry. The
medical community is technology —-driven and healthcare
products are usually sold at a higher price tag when comparing
with European prices. However, capturing the US market requires
specific developments or approval channels for IVD tests.

For Dx15, the company intends to market the genetic test as
a laboratory-developed test (LDT). This specific regulation
would prevent Diaxonhit from getting approval from the PMA
procedure (Pre-Marketing Approval), more costly and time-
consuming. However, Diaxonhit would need to design a US-
specific test, Dx17.

For BJI Inoplex, Diaxonhit could access the US market through
the 510(k) procedure, consisting of demonstrating that the test
is substantially equivalent to an already approved product
or diagnosis procedure. Diaxonhit is currently evaluating the
possibility of getting 510(k) approval for BJI Inoplex, which could
lead to a faster access to the US territory compared to the LDT
or PMA procedures.

During the half-year presentation, Diaxonhit stressed the
importance ofreaching the US market forits proprietary products,
although the implementation of this strategy in this territory
would require additional financial resources. Although initially
postponed to reduce operational expenses, accelerating US
operation could offer mid-term prospects for Diaxonhit.

Upcoming News flow

* Q4-2016: HIV IVD test prototype
* Q4-2016: Medico-economic study for BJI Inoplex in France
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e H1-2017: start of VAC-3S Phase llb trial and validation of
IVD test prototype

* Q2/Q83-2017: Dx 15 Validation study results

e Q4-2017: Dx15 CE marking

Valuation

We decided to reduce our target price for Diaxonhit to €1.25/
share. Following the HI1-2016 results and presentation, we
decided to modify our valuation model to account for the
delays in the development of proprietary products (HIV tests,
US-specific developments). For instance, we believe it will take
more time to reach the US market, a key territory for Diaxonhit.
Such delays are also the result of the company’s goal to reach
profitability in the near future (2018). Given the company’s
ambitions, itis likely that Diaxonhit would need to find adequate
funding to launch new proprietary products in the near future
(Dx15), and implement its US operations (BJI Inoplex and Dx17).
Although we reduced our target price for the company, we
believe that Diaxonhit has strong fundamentals with short-
term news events (development of proprietary products) and
enhanced mid-term potential (US market).

Stock Performance

Diaxonhit was not spared by the market sell-off affecting
biotech stocks at the beginning of this year, which was further
exacerbated by the Brexit referendum. The Company'’s shares
have lost 27.1% since January 1¢, 2016, trading at €0.35 as of
October 4", 2016. As a comparison, the Alys France index lost
18.7% over the same period.
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Figure 1: One-year chart dated October 4™, 2016, comparing the performance of Diaxonhit’s stock with
French smallcaps of the life sciences and healthcare sector (Alys France index).
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Earnings Per Share 2014 2015 2016e 2017e 2018e

EPS -0,09 -0,08 -0,10 -0,06 -0,04
Income Statement 2014 2015e 2016e 2017e 2018e
Revenues 31,7 30,2 30,1 31,8 34,1
EBIT -5,4 -8,0 -7,7 -5,2 -4,0
Net Income -5,5 -5,9 71 -4,7 -3,5
Balance Sheet 2014 2015e 2016e 2017e 2018e
Non-Current Assets 16,3 14,3 12,0 9,8 8,0
Stocks 2,0 2,1 2,0 2,0 2,1
Account Receivables 4,8 4,2 4,4 4,6 4,9
Other Receivables 3,2 3,4 3,8 4,0 4,2
Other current assets 0,1 0,1 0,1 0,1 0,0
Cash and Cash equivalents 14,1 11,7 5,6 1,9 0,2
Current Assets 24,2 21,4 15,9 12,5 11,4
Total Assets 40,5 35,7 27,9 22,4 19,4
Total Equity 19,9 17,1 12,5 9,8 7,5
Convertible Bonds 7,0 5,2 3,2 1,2 0,0
Repayable Advance 1,0 0,9 0,8 0,7 0,5
Provisions 1,5 1,3 1,3 1,4 1,4
Financial Debt 1,9 1,6 1,1 0,5 0,3
Account Payable 5,7 6,8 6,8 6,7 7,5
Other Debt 3,5 2,7 2,1 2,1 2,1
Total Liabilities 20,6 18,6 15,4 12,6 11,9
Total Equity and Liabilities 40,5 35,7 27,9 22,4 19,4
Cash Flow Statements 2014 2015e 2016e 2017e 2018e
Net Income -5,5 -5,9 -7,1 -4,7 -3,5
Cash Flow from Operating activities -3,4 -2,4 -5,4 -2,4 -0,8
Cash Flow from Investing activities -0,3 0,0 -0,3 -0,3 -0,3
Cash Flow from Financing activities 11,8 0,0 -0,4 -1,0 -0,6
Change in Cash 8,1 -2,4 -6,1 -3,7 -1,7
Disclaimer

This study has been prepared based on general and public information assumed to be complete, exact and pertinent. Although all necessary precautions
have been taken to assure that the information used originates from reliable sources, Aurgalys does not guarantee the accuracy or completeness of
this report. Neither Aurgalys nor any of its associates may be held liable in any manner whatsoever in the event that any of the documents and other
information on which the study has been based proves to be inaccurate and in any way resulting in the possible misrepresentation of the economic
and financial position of the Company or any other relevant information. The valuation contained herein has been prepared in accordance with the
best assessment of Aurgalys as at the date of preparation of this study and has been based on the information as described above. Neither Aurgalys
nor its associates guarantee that the value so obtained will correspond or coincide with the price that could effectively be paid in a transaction or
established in a negotiation or any transaction or calculation involving the Company. This document does not constitute an offer or an invitation to
buy or subscribe to negotiable or other securities. It may not be used in any manner in support of or in connection with any contract or commitment.
This document is being supplied for information purposes only and may not be reproduced or passed on to any third party without the written
authorization of Aurgalys. This document has been provided to the Company prior to its distribution. Aurgalys does and seeks to do business with
companies covered in its research reports. As a result, investors should be aware that the firm may have a conflict of interest that could affect the
objectivity of this report. Investors should consider this report as only a single factor in making their investment decision. You may call +33(0)1 75 66
20 52 or write to m.dubourd@aurgalys.com to request a copy of this independent research
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About Aurgalys

First company dedicated to life sciences and healthcare company financing, Aurgalys assists private or listed companies during capital
increase, provides equity research or valuation services, takes care of investor relations and assists the management for their strategy
and business development. Listing Sponsor Alternext (NYSE Euronext). Conseil en Investissement Financier ORIAS n°730782
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