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FilmArray growth prospects intact, it is all about value added

Fair Value EUR122 (+7%) BUY

The sustainability of FilmArray growth prospects was the centre of interest during the group meeting
with Alexandre Mérieux, bioMérieux’s CEO. This seems intact as highlighted by 1/ clinical value-
added of FilmArray (depicted in several 2016 ASM’s abstracts) which is increasingly echoed by
clinicians, 2/ a good performance by the respiratory panel accounting for 80% of FilmArray sales and
3/ ramp-up of other panels both in the US and in Europe (Japan as free upside). The tougher US
reimbursement framework does not impact BIM.

ANALYSIS

e We hosted a group meeting with BIM’s CEO, Alexandre Mérieux and IR, Sylvain Morgeau
yesterday afternoon. Investor focus was directed at the sustainability of FilmArray growth
prospects going forward. Back from the 2016 ASM microbe congress (Boston, 1620th June),
management seemed confident with clinical value added of the test being increasingly echoed by
clinicians. Among other presentations, FilmArray’s respiratory panel demonstrated its ability to
significantly reduce the inappropriate use of antimicrobial and hence resistance alongside
generating cost savings (abstracts #FRIDAY-505 accessible here). Note that the latter, launched in
May 2011 continues to drive growth and represents 80% of FilmArray sales. Putting this in the
perspective of a 55% growth in Q1 2016 despite 1/ strong comp basis in Q1 2015 and 2/ weak
2015/2016 flu season, we believe this translates not only BIM’s ability to broden its reach in the US
but also an increasing user rate. We estimate that FilmArray’s repiratory panel holds a 48% market
share (volumes of test; BGe).

e  Continuous growth of FilmArray sales should also be supported by the ramp-up of other panels
and the launch of the FilmArray torch (high volume labs). Looking at available panels, the
gastrointestinal (Gl) one, launched in May 2014, represents the largest market opportunity in the
infectious disease diagnostic market (~USD500m in 2014). An interesting abstract presented at the
ASM congress (#MONDAY-201 see link above) highlighted the superior performance of FilmArray’s
Gl panel vs. Verigene and Luminex’Gl panels. The Meningitis —Encephalitis panel continues to be a
door opener in Europe where ramp-up is expected to be slower (country by country negociations).
In the long run, BIM is working on expanding the panel of available tests (lower respiratory tract
infections).

e  Management does not see high pricing strategy under pressure with an ASP per test of USD140-
150 vs USD5-10 for traditional and lenghtly tests. In an election year, oncology and commodity
tests (i.e. HPV, Vit. D) are under the spotlight. Turnaround time of BIM’s system as well as
performance of the results justify the price and we do not anticipate the latter to negatively
influence utilisation rates, supported by a decrease of the use of high complexity LDT systems.
Alere-| flu test with results in 15min not seen as a threat as do not support multiplexing.

e BIM is well on track with its investment plan, mainly with the aim of reinforcing its sales force
before GenMark reaches the market next year in the US.

VALUATION
e  We stick to our BUY rating and EUR122 Fair Value, a month ahead of H1 sales.

e  QOur estimates point to a contribution from BioFire of 11.2% of sales or EUR233, of which EUR198
from FilmArray and EUR35 from BioFire Defense. Our top-line sales growth rate at CER is 8%, at
the high end of the company’s guidance (contribution from BioFire is 450bp). The division is
expected to be breakeven this year.

NEXT CATALYSTS
e  18th July: H1 sales
e  31st August: H1 results
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.

Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

clements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 72%

Distribution of stock ratings

NEUTRAL ratings 0% SELL ratings 28%
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promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Repott is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing No
corporate finance services to the issuer or may expect to teceive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
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an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
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