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Solid income and laboratory platform sales in 2Q

Genetic Analysis (GA) reported its 2Q results last week. Total revenues
beat our expectations, fuelled by solid reagent kit sales and funding
received from research work and grants. EBIT also came in better than
expected. Notably, the laboratory platform sales are increasing, which
is a leading indicator of reagent kit revenues. We keep our estimates
unchanged and maintain our fair value range for GA’s shares at NOK
2.5-8.0/sh.

Financials boosted by additional income

2Q sales came in at NOK 3.0m, lower than our expected NOK 3.5m.
However, this slight miss was largely offset by NOK 2.5m received from
research work and grants. This brought the total income to NOK 5.5m and
boosted the company’s EBIT, to a somewhat better than expected
NOK-6.1m. An encouraging sign is a growth in reagent kit sales - NOK 2.2m
for the quarter, compared to NOK 1m in 2Q21. The cash position of NOK
33.4m is in line with our expectations and additional financing is not likely
to be needed before 2023, in our view.

2Q/22 results 2Q/21 1Q/22 2Q/22 2Q/22e Deviation
NOKm Reported Norne

Sales revenue 2.3 25 3.0 3.5 -15%
Other revenue 11 2.3 2.5 0.0 nm
EBITDA -12.9 -6.5 -4.8 -6.8 -29%
EBIT -15.1 -7.7 -6.1 -7.9 -23%
Net earnings -15.1 -7.7 -6.1 -7.9 -23%
EPS rep. -0.88 -0.31 -0.24 -0.32 -23%

Strategic collaboration with Servatus

At the end of June, Genetic Analysis and Servatus Biopharmaceuticals
signed a strategic collaboration agreement. Servatus has immense
experience in developing microbial-based biotherapeutic drugs, and this
cooperation is expected to develop new treatment regimens. The
partnership will enable Servatus to establish a GA-map® Flagship Lab at its
Queensland manufacturing facility, Australian Biotherapeutics. The
partner company will be able to fully supply in-house and external
microbiome analysis in the research field.

Laboratory platform installations are the key for Genetic Analysis
During the 1H 2022, GA booked NOK 0.9m in laboratory platform sales, this
is a rather sizeable increase, as for the category in 2021 a total of NOK 0.5m
revenues were received. Laboratory platform installation income is a key
sign that companies are willing to invest in the long term. We see this as a
leading indicator of increasing reagent kit sales. Furthermore, laboratory
income is a crucial catalyst needed to achieve scale.

Estimates and fair value range unchanged

While the quarter has presented decent results, it was fueled by “other”
non-recurring income. We await higher core-business revenues and
maintain our estimates unchanged. We keep our Genetic Analysis share fair
value range stable at NOK 2.5-8.0/sh.
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Genetic Analysis valuation

Bear Base Bull
Valuation 2.5 45 8.0
Premium (-) /
. -8% 69% 200%
Discount (+)
DCF model
NOKm 3Q-4Q 2022E
Revenues 11
EBIT -14
Tax on EBIT 0
NOPLAT (+) -14
Depreciation & amortization (+) 2
Capital expenditure (-) -2
Change in working capital (- or +) -5
Free Cash Flow to the Firm -19
NPV of FCFF -18
WACC calculation
Debt ratio 5.0%
Cost of debt (after tax) 5.0%
Risk free rate 3.0%
Beta 2.0
Market risk premium 6.0%
Cost of equity 15.0%
WACC 14.5%

Valuation

Due to the services being Paid Research, Norne Securities will, under
current legislation, not provide a specific research recommendation with
respect to GA’s shares, but will provide a fair value estimate range, from
conservative to optimistic, in accordance with market practice for such
research.

For our base case estimates, we cautiously expect that GA will bringin NOK
20m in sales for 2022, NOK 50m in 2023 and NOK 70m in 2024. We project
the company to have positive EBIT from the start of 2024. For revenue
growth until 2027 we see the overall microbiota market compound annual
growth rate (CAGR) at 20% as a good projection. Afterwards, the growth is
projected to slow down by 5%p each year, reaching 5% in 2030.

Genetic Analysis had an average gross margin of 75% for 2017-2021 and
expects a stable gross margin of around 70%. Wages are the largest
expense for Genetic Analysis, and we predict that expenses for the
company’s skilled workforce will grow by 6% per year. Other operational
costs (excluding IPO costs) are projected to grow at 5% for the foreseeable
periods. Additionally, in our modelling, an issue of 12m new shares at a
placement price of NOK 2.20/sh is assumed, bringing in a total of NOK
26.4m in gross proceeds.

These estimates would return a fair value of NOK 4.5/sh. using a Discounted
Cash Flow valuation with long-term growth of 2.5% and a weighted average
cost of capital of 14.5%.

2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
50 70 84 101 121 139 153 161
-10 2 9 18 29 39 46 48
0 0 -2 -4 -6 -9 -10 -11
-10 1 7 14 23 31 36 37
4 4 4 4 4 4 4 4
-4 -4 -4 -4 -4 -4 -4 -4
-7 -5 -2 -6 0 0 2 3
-16 -3 5 8 23 31 38 41
-13 -2 3 4 11 13 14 13
Net debt -32 L.t. growth 2.5%
Minority interest 0 Tax rate 22%
NPV cash flow # shares, m* 36.9
3Q-4Q 2022E - 2030E 25 *Including PP of 12m shares
2031E - 111 @ NOK 2.2/sh in 2023
Total NPV cash flow 135
Equity value 167
Value per share, NOK 4.53

Sensitivity analysis

NOK/share

WACC
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13%
14%
15%
16%
17%

1.5% 2.0% 2.5% 3.0% 3.5%
51 5.3 5.5 57 5.9
4.5 4.7 4.8 5.0 5.2
4.3 4.4 4.5 4.7 4.8
3.6 3.7 3.8 3.9 4.0
3.3 3.3 3.4 3.5 3.6

L.t. growth rate
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Scenarios

For our Bull case scenario valuation, we assume Genetic Analysis will
manage to accelerate its sale development in the US and EU markets. With
this progress, the company would achieve their IPO-stated revenue goals
for 2022 and 2023 of NOK 25m and NOK 70m, respectively. Following that
development, GA would most likely need less funding in 2023, and the
assumption of 12m new shares decreases to 8m. In this scenario, we obtain
a fair value for Genetic Analysis shares of NOK 8/sh.

Genetic Analysis bull case estimates

I Revenue EBIT margin
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Our Bear case scenario assumes that Genetic Analysis will not sustain a
revenue growth that is forecasted as the CARG of the market and our base
case scenario. For the years 2024-2027 we predict that turnover will be
growing at a reduced rate of 15% per year, the lowest estimated CAGR from
our collected microbiome market projections. At the same time, we
estimate higher operational costs, rising by 5%p from our base case to 10%
yearly growth. With both revenue and cost amendments to our model, the
valuation of the share price of Genetic Analysis is brought down to NOK
2.5/sh.

Genetic Analysis bear case estimates

I Revenue EBIT margin
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Annual financial data

Profit & Loss (NOKm)

Revenues

Other income
COGS

Wages

Other operational costs
EBITDA
Depreciation

Adj. EBIT
Non-recurring costs
EBIT

Net financial items
Pretax profit

Taxes

Net profit

EPS rep. (NOK)
EPS adj. (NOK)

Margins
Operating margin
ROE
ROCE
Tax rate

Growth rates (YoY)
Operating revenues
EBIT (adj)

EPS (adj)

Balance sheet (NOKm)
Intangible assets

PP&E

Fixed assets

Financial assets

Long term assets
Inventories

Accounts receivable

Cash and cash equivalents
Current assets

Total assets

Shareholders equity
Long-term liabilities
Accounts payable

Other short term liabilities
Current liabilities

Total liabilities and equity

Working Capital
Net IB debt

Capital employed
Net IB debt / equity

Equity / total assets
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-0.28
-0.22

nm
nm
nm
0%

2017
16

1

17

9

26

22
26
52

46

52

-20
48
-44%
87%

-0.33
-0.25

nm
nm
nm
0%

196%
15%
17%

2018
19

1

20

20

20
26
46

39

46

-18
41

-47%

83%

-7

-0.10
-0.10

nm
nm
nm
0%

68%
nm

nm

2019

26

3

29

29

12

17
46

34

46

12

36

-4%
74%

-0.21
-0.20

nm
nm
nm
0%

nm
>100%
99%

2020
26

2

28

28

24
28
56

47

56

23

48
-49%
84%

-1.43
-143

nm
nm
nm
0%

18%
40%
>100%

2021
24
2
26

26

a7
58
83

72

10
83

-45
74

-63%

86%

2022E

-1.12
-1.12

nm
nm
nm
0%

142%
nm

nm

2022E

23
1
24

24

14
14
32
56

11
56

16

213

45
-30%
79%

-0.33
-0.33

nm
nm
nm
0%

203%
nm

nm

2023E

23
1
24

24
10
18
24
52
76

60

14
76

22
223
62

-38%
80%

2024E

0.04
0.04

2%
2%
2%
0%

40%
nm

nm

2024E

23
1
35

35
13
21
20
54
89

73

15
89

27
-19
74

-27%

82%

2025E

0.25
0.25

11%
11%
11%

0%

20%
>100%
>100%

2025E

23
1
34

13
23
27
63
97

81

15
97

29

-26

82
-32%
83%

2026E

101

-30
-32
-16

22

18

18

18

18

0.50
0.50

18%
18%
18%

0%

20%
>100%
>100%

2026E
23

1

33

33
17
27
39
82
116

98

16
116

35

-38

99
-39%
85%

2027E
121

-36

-34

-17

29

29

29

29

0.82

0.82

24%
23%
23%

0%

20%
63%
63%

2027E

23
1
34

34
16
30
68
115
149

128

11

20
149

35
-67
129

-52%
86%
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2022E 2023E 2024E 2025E

Pre-tax Profit (loss) -20 -22 7/ -22 -29 -28 -10 1 9 18 29
Depreciation & Amortization 2 2 2 6 5 5 4 4 4 4 4
Stock options 0 2 2 2 1 0 - - - - -
Taxes paid - - - - - - - - - - -
Loss from disposal of listed equity securities 1 2 - - - - - - - - -
Cash earnings in operations -17 -16 -2 -14 -23 -23 -6 6 13 22 33
Changes in Inventory - - -1 -1 -0 -2 -6 -3 0 -4 0
Changes in trade receivables -1 -1 -6 6 -6 -4 -4 -3 -2 -3 -4
Changes in trade payables -0 0 -0 1 1 0 3 1 -0 1 3
Changes in other current items =l 1 g 1 2 =il o o = o o
Cash flow from operating activities -18 -16 -6 -7 -28 -30 -13 1 11 16 33
Purchase of property, plant and equipment -1 -1 -0 -0 -1 -0 -0 -0 -0 -0 -0
Purchase of intangible assets -3 -4 -8 -5 -2 -2 -4 -4 -4 -4 -4
Payments from disposal of listed equity securities 5 12 - - - - - - - - -
Cash flow from investing activities 1 7 -8 -5 -3 -2 -4 -4 -4 -4 -4
Free cash flow -17 -10 =15 -12 -31 -32 =17 -3 7 12 29
Repayment of borrowings -4 -1 -0 -0 - -0 - - - - -
New share issues & share buy-backs (+/-) 8 8 - & 54 - 26 - - - -
Installments on leasing liabilities - - -1 -1 -0 -0 - - - - -
Cash flow from financing activities 4 8 -2 32 54 -1 26 - - - -
Change in Cash and Cash Equivalents -12 -2 -16 20 23 -33 10 -3 7 12 29
2022E 2023E 2024E 2026E
Shares outstanding, year end (mill.) 68.684 68.684 68.684  103.026 24916 24.916 24.916 24.916 24.916 24916 24.916
Share price, year end (NOK) - - - - 6.24 2.51 2.51 2.51 2.51 2.51 2.51
Market cap (NOKm) - - - - 155 63 63 63 63 63 63
Enterprise value (NOKm) -20 -18 -1 -23 110 50 40 43 37 25 -4
EPS rep. (NOK) -0.28 -0.33 -0.10 -0.21 -1.43 -1.12 -0.33 0.04 0.24 0.49 0.79
EPS adj. (NOK) -0.22 -0.25 -0.10 -0.20 -1.43 A7) 20133 0.04 0.24 0.49 0.79
2024E 2026E
EV/Sales -13.6 -4.2 -0.2 -39 16.2 3.0 0.8 0.6 04 0.2 -00
EV/EBITDA 1.3 1.0 0.3 1.4 neg. neg. neg. 7.7 2.8 11 neg.
EV/EBIT (adj) 11 0.9 0.2 11 neg. neg. neg. 27.5 41 14 neg.
P/E (adj) - - - - neg. neg. neg. 63.2 10.5 52 32
P/B (excl. goodwill) na na na na 22 14 1.0 0.9 0.8 0.6 0.5
Growth (YoY) 2026E
Revenues nm 196% 68% -21% 18% 142% 203% 40% 20% 20% 20%
EBITDA nm nm nm nm nm nm nm nm 130% 70% 51%
EBIT (adj) nm nm nm nm nm nm nm nm >100% >100% 63%
Pre-tax profit (rep) nm nm nm nm nm nm nm nm >100% >100% 63%
Net profit (adj) nm nm nm nm nm nm nm nm >100% >100% 63%
EPS (rep) nm nm nm nm nm nm nm nm >100% >100% 63%
EPS (adj) nm nm nm nm nm nm nm nm >100% >100% 63%

EBITDA (adj) nm nm nm nm nm nm nm 81% 155 % 220% 277 %
EBIT (adj) nm nm nm nm nm nm nm 23% 10.6 % 179 % 243 %
Pre-tax profit nm nm nm nm nm nm nm 21% 10.5 % 17.8 % 242 %
Net profit (adj) nm nm nm nm nm nm nm 21% 10.5% 178 % 242 %
Profitability

ROE nm nm nm nm nm nm nm 20% 10.9 % 183 % 229 %
ROCE nm nm nm nm nm nm nm 21% 10.9 % 182 % 228 %
Dividend yield na na na na - - - - - - -
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Valuation

To arrive at our fair value estimates, we have used DCF result for different
scenario valuations.

Risks

The main risks to our target price on Genetic Analysis:

New and narrow market - The market is still developing and
other methods of testing and evaluation may still appear from
competition.

Regulatory framework uncertainty - There is currently no US
legislationin place to directly regulate human microbiome sphere,
and the formation of such frameworks might bring risks to GA’s
business model.

Distributor performance - Genetic Analysis performance is
reliant on the chosen distributors ability to sell the kits to the labs.
Dependency on microbiome enhancing drugs - To reach the full
potential of the GA-map test, the treatments that would improve
gut flora and dysbiosis medications are needed to reach the
market.

Delays and increased development costs - Cost planning
related to development of new biomarkers is difficult to forecast
accurately, and delays may add significant costs.

Financing risks - Until the Company becomes profitable,
additional funding either through additional share issuance or
debt will have to be secured in the near future.

Sources

The sources used in the preparation of this report were: Genetic Analysis,
Oslo Stock Exchange, Bloomberg, Infront.
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DISCLOSURES AND DISCLAIMER

STANDARDS AND SUPERVISORY AUTHORITY

This report has been prepared by Norne Securities AS, which is supervised by The Financial Supervisory Authority of Norway
(Finanstilsynet). Industry standards issued by The Norwegian Securities Dealers Association (Verdipapirforetakenes Forbund)
(www.vpff.no) have been used in preparing this report.

DISCLAIMER

This report is provided for information purposes only. It should not be used or considered as an offer to sell or a solicitation of an offer
to buy any securities. This report is prepared for general circulation and general information only. It does not take into account the
specific investment objectives, investment knowledge and experience and financial situation of any recipient. Investors seeking to
buy or sell any securities discussed or recommended in this report, should seek independent financial advice relating thereto and
make his/her own appraisal of the tax or other financial merits of the investment. Any opinions expressed are subject to change
without prior notice. This report is based on information from various sources believed to be reliable. Although all reasonable care
has been taken to ensure that the information herein is not misleading, Norne Securities AS makes no guarantee, representation or
warranty, expressed or implied as to its accuracy, adequacy or completeness. Neither Norne Securities AS, its employees, nor any
other person connected with it, accepts any liability whatsoever for any direct, indirect or incidental, special or consequential loss of
any kind arising out of the use or reliance on the information in this report.

This report is intended for use only by those persons to whom it is made available by Norne Securities AS. This report may not be
distributed, quoted from or reproduced, in full or in part, in any manner without written approval by Norne Securities AS.

DISCLOSURE OF INTERESTS

Norne Securities AS may at any time perform investment banking or other services or solicit investment banking or other mandates
from the company or companies covered in this report. Norne Securities AS may hold positions in securities covered in this report due
to its own-account trading that is part of its investment services operations, such as market making. Norne Securities AS has
appointed and may at any time appoint tied agents to provide investment services on behalf of Norne Securities AS. Tied agents are
listed in the public registry of the Norwegian Financial Supervisory Authority, and an updated overview of appointed tied agents of
Norne Securities AS can be found on https://www.norne.no/compliance/.

PREVENTING CONFLICTS OF INTEREST

Norne Securities AS has arrangements in place with the aim of preventing conflicts of interest. As part of these arrangements, Norne
Securities AS has established information barriers between different parts of the company to restrict and control the exchange of
sensitive information. No direct link exists between remuneration of the Norne Securities AS analysts and investment banking services
provided by Norne Securities AS, but analysts may receive a bonus under the firm’s general bonus scheme. Under our internal
regulations, which have been prepared in accordance with applicable legislation and relevant industry standards, our analysts are
not permitted to purchase new securities in the companies they cover.

POTENTIAL CONFLICTS OF INTEREST

This report is paid for by the company covered in it

This report has been presented to the issuer before dissemination for a check of factual information. Amendments of factual
information have not been made following this.

Share holdings of Norne employees in Genetic Analysis:

Responsible analyst(s)
All Norne analysts
Other Norne employees
Norne Securities AS

o O o o

The overview of share holdings is updated continuously. A list of total share holdings of the Norne Securities’ employees and the date
of last overview can be found on https://www.norne.no/compliance/. Shareholdings that Norne Securities AS owns as a result of own-
account trading that is part of its investment services operations (such as market making) are not included in the table above.

VALUATION

Due to the services being Paid Research, Norne Securities will, under current legislation, not provide a specific research
recommendation with respect to the Company’s shares, but will provide a fair value estimate range, from conservative to optimistic,
in accordance with market practice for such research.

CAUTIONARY NOTE REGARDING RISK

An investment in the company involves risk, and several factors could cause the actual results, performance or achievements of the
company to be materially different from future results, performance or achievements that may be expressed or implied by statements
and information in this presentation. Including, among others, risk or uncertainties associated with the company’s business
segments, development, growth management, financing, market acceptance and relations with customer, and more generally,
general economic and business conditions, changes in domestic and foreign laws and regulations, taxes, changes in competition and

pricing environment, fluctuations in currency exchange rates and interest rates and other factors. Should one or more of these risks
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mailto:kundeservice@norne.no
http://www.norne.no/
http://www.vpff.no/
https://www.norne.no/compliance/
https://www.norne.no/Compliance/

or uncertainties materialise, or should underlying assumptions prove incorrect, actual results may vary materially from those
described in this document. Past performance is not a guide to future performance. Investing in securities may result in a loss of all or
part of the investment.

DISTRIBUTION RESTRICTIONS

This reportis not intended for and must not be distributed to private customersin the UK or US. Norne Securities AS and its employees
are not subject to the Rules of the Financial Industry Regulatory Authority (FINRA) governing research analyst conflicts. The research
reports are intended for distribution in the United States solely to “major U.S. institutional investors” as defined in Rule 15a-6 under
the United States Securities Exchange Act of 1934, as amended and may not be furnished to any other person in the United States.
Each major U.S. institutional investor that receives a copy of a Norne Securities AS research report by its acceptance thereof represents
and agrees that it shall not distribute or provide copies to any other person. Reports are prepared by Norne Securities AS and
distributed to major U.S. institutional investors under Rule 15a-6(a)(2).

COPYRIGHT
This report may not be duplicated, photocopied or otherwise reproduced, in full or in part, under applicable copyright laws.

THIS REPORT IS SUBJECT TO NORWEGIAN LAW, AND ANY DISPUTE ARISING IN RESPECT OF THIS REPORT IS SUBJECT TO THE
EXCLUSIVE JURISDICTION OF NORWEGIAN COURTS.
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