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Strong revenue growth in the first half
of 2016 driven by US sales

Implanet generated €4M of revenue in H1-2016, a 24%
increase compared to H1-2015. The company doubled its
sales in the US, demonstrating strong adoption of the Jazz
band implant in this key market (+101%), and confirming the
interest for Implanet’s lead product. The company has the
ambition to make its JAZZ implant a reference implantable
device for spinal fusion procedures. It is also a direct result
of the company's efforts to support its marketing activity
in major markets, including the US and the European
region. Thanks to a better control of its expenses Implanet
also recorded a significant reduction of its operational loss
from € 4.3M in H1-2015 to € 3.6M in H1-2016. We believe
these figures to be good indicators for Implanet’s promising
perspectives, and maintain our valuation of Implanet at
€43.6M. We adjusted our target price to € 3.80/share, to
take into account the newly issued shares following the
conversion of convertible bonds.

Implanet on a good momentum

The Jazz band is an innovative implant developed by Implanet, used
in support or replacement of pedicular screws and hooks during
spinal fusion surgeries. Implanet already performed several studies
demonstrating the benefits of Jazz to correct the main deformities
of the spine, including scoliosis, degenerative diseases of the spine,
and trauma.

Implanet’s goal is to establish the Jazz band as a reference implant
for spinal surgery. The company has dedicated important resources
to support Jazz’s adoption among surgeons, including the Jazz
Academy (training of surgeons and sales partners), publications
of scientific papers, and strengthening of its network of business
partners. These increased marketing efforts seem to provide their
first benefits, as evidenced by strong sales in H1-2016 generated
in the US (+ 101%), the largest market targeted by the company.
In France, sales increased by 40% compared to H1-2015. Since its
launch in 2013, the Jazz band has shown a growing adoption among
surgeons, and more than 15,000 implants have been used in spinal
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surgery worldwide. So far, more than 2,800 patients have benefited
from the Jazz technology. This encouraging figures and development
demonstrate the interest of surgeons for this new technology.

Earlier this month, Implanet announced that its new implant JAZZ
Lock was successfully used in 25 patients in France, Italy, and the US.
The company intends to accelerate the promotion of this new device in
its entire commercial network. Recently, the company also announced
it was granted an additional key patent strengthening the intellectual
protection on its Jazz platform in the US.

According to our estimations, the Jazz band could generate peak sales
of €100M, including €80M in the US alone. We therefore believe that
there is still room for improvement, and that the Jazz band could
increase its market share in the coming months.

Significant reduction of operating loss

Implanet also reported a significant reduction of its operating loss
to € 3.5M, compared to € 4.3M in H1-2015. This is largely due to
the improvement of the gross margin, which was positively impacted
by strong sales in the US, where the company markets its devices at
a high price. According to the company, the average price of a Jazz
implant is € 1,400 in the US, compared to € 300 in other territories.

The company also significantly reduced its operational expenditures,
which now account for 140% of revenues (€ 3.6M), compared to
163% last year. Implanet’s net loss for the first semester of 2016 was
€ 3.8M, compared to €4.2M in June 30th, 2015.

Valuation

Following the publication of Implanet’s H1-2016 results, we maintain
our valuation of the company at €43.6M. We slightly revised our
target price to €3.80/share (compared to €3.93 from our coverage
initiation report, in July 2016) to account for the newly issued shares
following the conversion of bonds.

Stock performance

Implanet went public on Euronext on November 25th, 2013 at a
price of €7.20 per share. Since then, Implanet’s stocks have lost
82% as of July 12th, 2016. The company’s share price was negatively
impacted by its financial performance (end of its activity in the hip
surgery field) and by macroeconomic events, and especially when
the company announced a follow-on offering in March 2015. Over
the last year, Implanet’s performance was correlated with that
of other French Medtech smallcaps (Figure 25), but plummeted
more in early 2016. However, in recent months, Implanet’s share
reacted positively to strong H1-2016 sales, and to the marketing
approval of both JAZZ Lock and JAZZ Claw (+7%, +25%, and +19%,
respectively) in high trading volumes. This trend was subsequently
confirmed with the recent patent granted to the company, protecting
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its technology in the US, a key market for Implanet, and with the
successful surgeries with JAZZ Lock in 25 patients, announced
earlier this month. Since January 1st, 2016, Implanet’s share price
has lost 34.9%.
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Figure 1. One-year chart dated September 26, 2016, comparing the performance of Implanet's stock with French smallcaps

of the life sciences and healthcare sector (Alys France index) and French Medtech smallcaps (Alys Medtech index).

Financial Information

EARNINGS PER SHARE (€) 2013 2014 2015 2016e 2017e
EPS -2,1 -1,1 -0,7 -0,6 -0,4
INCOME STATEMENT (€M) 2013 2014 2015 2016e 2017e
Revenue 6,7 7,0 6,7 8,4 10,9
EBIT -6,5 -59 -6,9 -6,3 -5,4
Net Income -6,8 -6,1 -7,3 -6,5 -5,6
CASH FLOW STATEMENT (€M) 2013 2014 2015 2016e 2017e
Cash Flow from operating activities -5,4 -5,3 -6,8 -4.6 -5,3
Cash Flow from investment activities -10,9 75 -3,2 3,9 0,5
Cash Flow from financing activities 19,5 -3,0 9,1 0,1 10,8
Net change in cash 3,1 -0,9 -1,0 -0,6 6,0
BALANCE SHEET (€M) 2013 2014 2015 2016e 2017e
Non Current Assets 11,4 5,8 3,0 2,6 2,5
Current assets 12,6 8,8 13,2 7.4 13,7
Including cash & cash equivalent 5,0 2,4 6,5 1,5 6,6
Total Assets 23,9 14,6 16,3 10,0 16,2
LIABILITIES AND SHAREHOLDER'S EQUITY
Total Equity 13,9 7,2 9,7 5,1 11,9
Total Debt 43 7,3 6,6 5,0 43
Total Liabilities and Shareholder's Equity 18,1 14,6 16,3 10,0 16,2
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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

Detection of potential conflicts of interest Aurgalys SLBP

1. SwissLife Banque Privée (SLBP) or Aurgalys participated or participates, either as leader or member | No No
of a syndicate or guarantee to a financial transaction, either as counsel or presenter in a public offering
in the last twelve months..

2. SwissLife Banque Privée and/or Aurgalys holds/hold a greater than or equal to 5% participation in the | No No
capital of the company analyzed.

3. The issuer subject to the analysis has a greater than or equal to 5% participation in SwissLife Banque | No No
Privée or Aurgalys.

4. SwissLife Banque Privée and/or Aurgalys is/are liquidity provider or market maker for financial | No No
instruments of the issuer.

5. SwissLife Banque Privée or Aurgalys agreed with the issuer to provide analysis production and | Yes No
distribution services on the said issuer.

6. SwissLife Banque Privée or Aurgalys altered its conclusions following the communication to the | No No
company prior to the release of this analysis.

7. The author of the analysis, a director or a member of the board of administration of SwissLife Banque | No No
Privée or Aurgalys is an officer, director or member of the board of directors of the company.

Aurgalys SwissLife Banque Privée
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