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Healthcare

QIAGEN Aims to make life easier for labs

Price EUR25.48 Fair Value EUR30 vs. EUR28 (+18%) BUY-Top Picks
Bloomberg QIA GR During its investor day, QIAGEN’s management laid the base of its ambitious journey to become one
Reuters . QGEN.DE of the only players in the MDx industry able to make life easier for labs. Three main points of focus
12-month High / Low (EUR) 259/17.8 were on the agenda 1/ 2020 detailled guidance 2/ the GeneReader and 2/ QuantiFERON-TB
lg/largétECa.p (EUR) EUR gégg Progresses made to bring cost discipline into the company’s DNA set a solid base to deliver 7-9%CER
A\\l/( GmSc:!iTat/Zsl)u(me (())00) 4'14 A (BGe 7.8%) growth on the topline while EPS should grow by more than 12% CAGR by 2020 (BGe 12%).
3ygE.Ps CAGRy 10 9;% Our fair value is up to EUR30 vs. EUR28, we reiterate our BUY recommendation.

ANALYSIS

Sl B Sl e  Concerning the GeneReader, the impressive number of placements noted over the first nine

Absolute perf. 80%  35%  33.2% 1.5% months of sales with 55-60 placements targeted for 2016 (BGe 20 placements) bodes well with
Healthcare 31%  87% -32%  -13.6% positive feedback received from professionals. Note that most of these placements were made in
DJ Stoxx 600 0.2% - -2.0% 1.3% 7-3% Europe and that the 2016 target represents a 10% market share of the ~500 annual placements for
YEnd Dec. (USDm) 2015  2016e  2017e  2018e NGS oncology benchtop solutions. With the preliminary injunction hangover now behind in our
sales 1281 1347 1445 1557 view, the company should fully benefit from the growth reservoir of US clinical labs that have been
% change 5.1% 73%  7.8% either unde.r-addressed by NGS companlles so far or reluctant to adopt the te(.:hnology because of
EBITDA 138 a3 290 s18 1/ complexity of the workflow 2/ hard interpretation of the results and 3/ high cost. In the long
BT 2145 326 3795 4277 run, QIAGEN aims to capture a >20% market share in this highly dynamic market (which we

' ' ' ' estimate is growing at around 30% p.a.). As a reminder, QIAGEN has introduced a new chemistry
% change 26%  17.7% 12.7% for its GeneReader and performance results compare well with the PCR test (already on the
Net income 2493 2610  302.8 339.1

market) as well as another NGS solution. Looking at the structure of R&D expenses, broadening
% change 4.7%  16.0% 12.0% the number of panels should now have a central place in the group’s strategy since management's
mention of R&D expenses related to “content” represents close to 50% of R&D. We are not ruling
out that towards the end of the 2016-2020 period, the GeneReader should enable the group to

2015 2016e 2017e 2018e

Operating margin 24.6 24.0 26.3 27.5
Net margin 195 194 210 218 outstrip its sales growth guidance. In our 2020-2025 model, NGS sales should still grow above
ROE 50 .6 59 68 20%pa with a contribution to sales jumping from 11% to 20% of the company’s sales. QIAGEN sees
ROCE 23.0 194 189 240 150-200k pullthrough as well as 500 runs to be done on average per instrument per annum. The
Gearing 188 202 112 19 capacity of the QlAsymphony (> to QlAcube) that could be used upstream in the sample

processing could open the door to higher throughput labs (>1,000 runs p.a.).
(UsD) 2015 2016e  2017e  2018e e  Turning to QuantiFERON-TB, which should represent over 15% of the group’s total sales in 2020,
EPS 1.05 110 127 143 conversion from the TST to IGRA based platforms (i.e. QIA’s QuantiFERON-TB of TSpot from Oxford
% change - 4.3%  16.4% 12.4% Immunotec) is rapid. In an environment where overcharging for a “commodity test” might be a
P/E 26.0x 25.0x 214x 19.1x sensitive issue, we do not see Q-TB’s price (which we estimate at USD18/test decreasing 2%p.a.)
FCF yield (%) 6.0% 6.9% 6.7%  7.3% as a concern. Note that the TST price of USD8 does not include physician’s labour (two visits). With
Dividends (USD) 0.00 0.00 0.00 0.00 the US now on track to deliver 25% growth (50% of Q-TB sales), we estimate that less than USD5m
Div yield (%) NM NM NM NM of the product sales are streamed from China which has been mentioned by the group as the next
EV/Sales 5.9x 5.3x 48x  4.2x “case study”. QIAGEN has doubled commercial operations in the country.
EV/EBITDA 17.2x 16.1x 14.1x  12.8x e  Going digital is important for clinical labs which increasingly order via a push platform. Qiagen has
EV/EBIT 240x  221x  18.2x  15.5x developed internet/application based approaches and aims to stream 50% of its sales via the e-

commerce platform.

VALUATION
e  Qur Fair value is up to EUR30 vs EUR28 previously which leaves 18% upside. QIAGEN is in our Q4
top pick list.

e  While our numbers were already in-line with both the company’s 2016-20 sales and EPS CAGR
(BGe sales growth 7.8%CER and EPS growth 12.1%CER over the period), detailed indications and
hence adjustments to CAPEX and D&A expenditurs going forward leads to a EUR2 upward revision
to our Fair Value.

e In terms of operating cash flow, the group aims to reach USD600m towards 2020, which leaves
place for 1/ opportunistic M&A albeit not on the agenda at the moment or 2/ further SBB not
included in the 2020 guidance.

NEXT CATALYSTS

e Q42016/early 2017: GeneReader sales to be resumed in the US

e Feb1"2017. Q4/FY 2016 results Click here to download
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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 55,4%

Distribution of stock ratings

NEUTRAL ratings 33,1% SELL ratings 11,5%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued shate capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager No
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the | No
agreement Issuer relating to the provision of investment banking services, ot has in that period received payment or been
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 Report 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 receive 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.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
subsidiaties. The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the tesearch, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the repott.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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Important information

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and arrangements required
for investment research as set out in the FCA’s Conduct of Business Sourcebook.

This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier & Co
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This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned in this
Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be construed as,
investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.

The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the accuracy of
which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or warranty is given or
should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law neither the Firm nor any associated
company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to the Firm and/or associated companies which
are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the subject of this Report.

This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this Report.
Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an independent party and
should not be seen as an indication of returns which might be received by investors. Similatly, where projections, forecasts, targeted or illustrative returns or related statements or expressions
of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or probability. Actual events and circumstances
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