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Evotec (EVT GR - $1.94)
Neutral

European Biotechnology

Discovery Alliance Growth Underpins Strong Q1
performance.

CONCLUSION:
Evotec has delivered a strong Q1 performance driven by 19% growth in Discovery
Alliances revenues, improved gross margin, and substantially reduced operating
expenditures. We do not forecast quarterly numbers; however, Evotec remains on
track to achieve its 2010 revenue and liquidity guidance. Evotec reiterated its
longer-term guidance for profitability by 2012 - we view the Q1 performance and
recent alliances/deals as evidence that the company is making good progress
towards this goal. The key pipeline update is that the EVT101 Ph.II trial in
depression is expected to start within weeks.

• Financials - discovery alliances growth underpins strong Q1. Evotec has
reported a strong Q1 performance with revenues +19% to €9.8m, gross margin of
37.9% (2009: 36.2%), and 93% reduction in operating loss to €1.5m (2009:
€21.8m). We do not forecast quarterly numbers; however, the company appears
on track to meet its guidance for 2010 revenues of €48-50m. Period-end liquidity,
which includes cash, short term invesmtents, auction rate securities, was €66.8m.

• 2010 guidance confirmed. Evotec has maintained its 2010 guidance for 15%
revenue growth before out-licensing income, based on a strong order book (€30m
at end of March), expected new contracts/contract extensions, and research
milestones. Operating expenditure is expected to be significantly lower (i.e. R&D
~€10m) following the restructuring in 2009. Year-end liquidity is expected to be
>€64m.

• Discovery alliances update - multi-year Genentech alliance signed.
Announced earlier this week, Evotec signed a multi-year (i.e. >3yr) drug
discovery alliance with Genentech, with the aim of identifying novel therapeutics
against undisclosed targets. The Genentech alliance, along with other recent deal
flow (CHDI, Vifor Pharma, Cubist, Active Biotech) gives us increasing comfort
that Evotec can achieve its longer term guidance for profitability in 2012.

• Pipeline update - EVT101 Ph.II to start within weeks. Evotec expects to start
recruiting patients into the Ph.II proof-of-concept study in depression in Q2-10.
This follows positive FDA feedback on Evotec's trial plans (see note of 10 Mar
'10). As a reminder, if Roche exercises its buy-back option following positive
Ph.II data (possible in H2-11), Evotec will receive a $65m milestone payment.

PRICE TARGET AND JUSTIFICATION:
We have a Neutral rating and NPV-derived PT of €1.31 (see note of 25 March for
details)

RISKS TO ACHIEVEMENT OF TARGET PRICE:
Failure to partner programmes; failure of EVT101, failure of P2X7.
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Rating and Price Target History for: Evotec AG as of 05-11-2010

Created by BlueMatrix

Notes: The boxes on the Rating and Price Target History chart above indicate the date of the Research Note, the rating, and the price target. Each box
represents a date on which an analyst made a change to a rating or price target, except for the first box, which may only represent the first Note written during
the past three years.

Legend:

I: Initiating Coverage

R: Resuming Coverage

T: Transferring Coverage

D: Discontinuing Coverage

S: Suspending Coverage

OW: Overweight

N: Neutral

UW: Underweight

B: Buy (Piper Jaffray discontinued use of the B, N, and S ratings on June 30, 2009)

N: Neutral

S: Sell

OP: Outperform (Piper Jaffray discontinued use of the OP, MP and UP ratings on November 15, 2007)

MP: Market Perform

UP: Underperform

AL On/AL Off: Placed on/removed from the Alpha List maintained by Piper Jaffray (AL use discontinued March 2010)

NA: Not Available

UR: Under Review

Distribution of Ratings/IB Services
Piper Jaffray

IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY [OW] 332 49.20 66 19.88

HOLD [N] 273 40.40 15 5.49

SELL [UW] 70 10.40 1 1.43

Note: Distribution of Ratings/IB Services shows the number of companies currently in each rating category from which Piper Jaffray and its affiliates received
compensation for investment banking services within the past 12 months. FINRA rules require disclosure of which ratings most closely correspond with
"buy," "hold," and "sell" recommendations. Piper Jaffray ratings are not the equivalent of buy, hold or sell, but instead represent recommended relative
weightings. Nevertheless, Overweight corresponds most closely with buy, Neutral with hold and Underweight with sell. See Stock Rating definitions below.
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Analyst Certification — Sam Fazeli, Ph.D., Sr Research Analyst
The views expressed in this report accurately reflect my personal views about the subject company and the subject security. In addition, no part of my
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this report.

Research Disclosures
Piper Jaffray usually provides bids and offers for the securities of Evotec AG and will, from time to time, buy and sell Evotec AG securities on a principal
basis.

Affiliate Disclosures: This report has been prepared by Piper Jaffray & Co. and/or its affiliates Piper Jaffray Ltd. and Piper Jaffray Asia Securities
Limited, all of which are subsidiaries of Piper Jaffray Companies (collectively Piper Jaffray). Piper Jaffray & Co. is regulated by FINRA, NYSE, and the
United States Securities and Exchange Commission, and its headquarters is located at 800 Nicollet Mall, Minneapolis, MN 55402. Piper Jaffray Ltd. is
registered in England, no. 3846990, and its registered office is One South Place, London, EC2M 2RB. Piper Jaffray Ltd. is authorised and regulated by
the UK Financial Services Authority ("FSA"), entered on the FSA's register, no. 191657 and is a member of the London Stock Exchange. Piper Jaffray
Asia Securities Limited is a licensed corporation regulated by the Securities and Futures Commission of Hong Kong ("SFC"), entered on the SFC's
register, no. ABO154, and is an exchange participant of The Stock Exchange of Hong Kong Limited. Its headquarters is located at 39/F Tower 1 Lippo
Centre, 89 Queensway, Hong Kong. Disclosures in this section and in the Other Important Information section referencing Piper Jaffray include all
affiliated entities unless otherwise specified.

Piper Jaffray research analysts receive compensation that is based, in part, on overall firm revenues, which include investment banking revenues.

Rating Definitions

Stock Ratings: Piper Jaffray ratings are indicators of expected total return (price appreciation plus dividend) within the next 12 months. At
times analysts may specify a different investment horizon or may include additional investment time horizons for specific stocks. Stock
performance is measured relative to the group of stocks covered by each analyst. Lists of the stocks covered by each are available at
www.piperjaffray.com/researchdisclosures. Stock ratings and/or stock coverage may be suspended from time to time in the event that there
is no active analyst opinion or analyst coverage, but the opinion or coverage is expected to resume. Research reports and ratings should not
be relied upon as individual investment advice. As always, an investor's decision to buy or sell a security must depend on individual
circumstances, including existing holdings, time horizons and risk tolerance. Piper Jaffray sales and trading personnel may provide written or
oral commentary, trade ideas, or other information about a particular stock to clients or internal trading desks reflecting different opinions
than those expressed by the research analyst. In addition, Piper Jaffray technical research products are based on different methodologies
and may contradict the opinions contained in fundamental research reports.

• Overweight (OW): Anticipated to outperform relative to the median of the group of stocks covered by the analyst.
• Neutral (N): Anticipated to perform in line relative to the median of the group of stocks covered by the analyst.
• Underweight (UW): Anticipated to underperform relative to the median of the group of stocks covered by the analyst.

An industry outlook represents the analyst's view of the industry represented by the stocks in the analyst's coverage group. A Favorable
industry outlook generally means that the analyst expects the fundamentals and/or valuations of the industry to improve over the investment
time horizon. A Neutral industry outlook generally means that the analyst does not expect the fundamentals and/or valuations of the industry
to either improve or deteriorate meaningfully from its current state. An Unfavorable industry outlook generally means that the analyst expects
the fundamentals and/or valuations of the industry to deteriorate meaningfully over the investment time horizon.
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Other Important Information

The material regarding the subject company is based on data obtained from sources we deem to be reliable; it is not guaranteed as to accuracy and
does not purport to be complete. This report is solely for informational purposes and is not intended to be used as the primary basis of investment
decisions. Piper Jaffray has not assessed the suitability of the subject company for any person. Because of individual client requirements, it is not, and it
should not be construed as, advice designed to meet the particular investment needs of any investor. This report is not an offer or the solicitation of an
offer to sell or buy any security. Unless otherwise noted, the price of a security mentioned in this report is the market closing price as of the end of the
prior business day. Piper Jaffray does not maintain a predetermined schedule for publication of research and will not necessarily update this report. Piper
Jaffray policy generally prohibits research analysts from sending draft research reports to subject companies; however, it should be presumed that the
analyst(s) who authored this report has had discussions with the subject company to ensure factual accuracy prior to publication, and has had
assistance from the company in conducting diligence, including visits to company sites and meetings with company management and other
representatives.

This report is published in accordance with a conflicts management policy, which is available at http://www.piperjaffray.com/researchdisclosures.

Notice to customers: This material is not directed to, or intended for distribution to or use by, any person or entity if Piper Jaffray is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it available to such person or entity. Customers in any of the jurisdictions where
Piper Jaffray and its affiliates do business who wish to effect a transaction in the securities discussed in this report should contact their local Piper Jaffray
representative. Europe: This material is for the use of intended recipients only and only for distribution to professional and institutional investors, i.e.
persons who are authorised persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom, or
persons who have been categorised by Piper Jaffray Ltd. as professional clients under the rules of the Financial Services Authority. Asia: This report is
distributed in Hong Kong by Piper Jaffray Asia Securities Limited, which is regulated by the Hong Kong SFC. This report is intended only for distribution
to professional investors as defined in the Hong Kong Securities and Futures Ordinance and is for the use of intended recipients only. United States:
This report is distributed in the United States by Piper Jaffray & Co., member SIPC, FINRA and NYSE, Inc., which accepts responsibility for its contents.
The securities described in this report may not have been registered under the U.S. Securities Act of 1933 and, in such case, may not be offered or sold
in the United States or to U.S. persons unless they have been so registered, or an exemption from the registration requirements is available.

This report is produced for the use of Piper Jaffray customers and may not be reproduced, re-distributed or passed to any other person or published in
whole or in part for any purpose without the prior consent of Piper Jaffray & Co. Additional information is available upon request.

Copyright 2010 Piper Jaffray. All rights reserved.
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