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Year Revenue PBT* EPS* DPS P/E Yield
End (€m) (Em) © © ® (%)
12/08 39.6 47.7) (52.1) 0.0 N/A N/A
12/09 427 21.7) (20.6) 0.0 N/A N/A
12/10e 53.7 1.7 1.5 0.0 N/A N/A
12/11e 62.2 1.3 0.6 0.0 N/A N/A

Note: *PBT and EPS are normalised, excluding intangible amortisation and exceptional items.

Investment summary: Bolt-on acquisition

Evotec’s proposed acquisition of Kinaxo will help it to maintain its position as a
premium provider of drug discovery services and strengthen its capabilities in
oncology. There are potential revenue synergies because of Kinaxo’s expertise in
oncology, its complementary technology platform, and the overlap in alliance

partners. The acquisition could accelerate Evotec’s path to sustainable profitability.

Acquiring a fast-growing, profitable company

Evotec has signed a definitive agreement to acquire Munich-based Kinaxo for

c €12m (€3m in cash, 2.6m shares) and earn-out payments of up to €4m. Kinaxo’s
revenues are growing at ¢ 30%, after entering into a number of alliances with
companies such as Roche, AstraZeneca and Boehringer Ingelheim. It was forecast to
generate sales of ¢ €2.5m in 2011 and is profitable. The deal should be completed

by the end of April, and integration costs of €4m are expected in 2011.

Significant revenue synergies

Kinaxo is a drug discovery company with a particular strength in oncology. It is a
leader in profiling the effects that a drug has on a cell’s proteins, including
phosphorylation states. Revenue synergies should be achieved because Kinaxo's
technology complements that of Evotec, and its strength in oncology will make
Evotec a more attractive alliance partner in this indication. There is also an overlap in

alliance partners, increasing the likelihood that existing alliances can be expanded.

2011 guidance

Evotec expects revenues to grow by more than 15% in 2011 and to maintain its
strong balance sheet with liquidity of over €64m. The acquisition of Kinaxo could
accelerate Evotec’s path to becoming a sustainable biotech company, and it now

expects to achieve this goal by at least the end of 2012.

Valuation: DCF valuation increased to €400m

We have raised our DCF valuation by €30m to €400m after increasing our sales
forecasts. They have been increased by €2.5m to €62.2m in 2011 and by €3.0m to

€71.6m in 2012. Potential catalysts are financial results and alliance agreements.

Evoftec is a research client of Edlison Investment Research Limited
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Exhibit 1: Financials

€'000s 2007 2008 2009 2010e 2011e 2012e
Year end 31 December IFRS IFRS IFRS IFRS IFRS IFRS
PROFIT & LOSS
Revenue 32,885 39,613 42,683 53,743 62,222 71,556
Cost of Sales (24,862) (21,977) (24,262) (30,254) (35,467) (40,787)
Gross Profit 8,023 17,636 18,421 23,489 26,756 30,769
EBITDA (40,271) (40,689) (15,547) 2,099 4,611 7,283
Operating Profit (before GW and except.) (46,624) (44,942) (19,157) 1,152 708 3,248
Intangible Amortisation (2,589) (553) (455) (425) (574) (571)
Exceptionals/Other (6,565) (27,715) (22,687) 0] (4,000) 0]
Operating Profit (65,778) (73,210) (42,299) 727 (3,866) 2,677
Net Interest 4,006 (2,760) (2,520) 502 612 770
Other 36,392 (9] (¢} (¢} ] ¢}
Profit Before Tax (norm) (42,618) (47,702) (21,677) 1,655 1,320 4,018
Profit Before Tax (FRS 3) (15,380) (75,970) (44,819) 1,229 (3,254) 3,447
Tax (419) (1,911) (363) (309) (560) (644)
Deferred tax 4,643 (406) (315) (454) (0) (0)
Profit After Tax (norm) (43,037) (49,613) (22,040) 1,345 760 3,374
Profit After Tax (FRS 3) (11,1566) (78,287) (45,497) 466 (3,814) 2,803
Average Number of Shares Outstanding (m) 71.8 95.2 106.8 103.3 117.5 119.9
EPS - normalised (c) (59.9) (52.1) (20.8) 1.5 0.6 2.8
EPS - FRS 3 (c) (15.5) (82.2) (42.6) 0.7 3.2 2.3
Dividend per share (c) 0.0 0.0 0.0 0.0 0.0 0.0
Gross Margin (%) 24.4 44.5 43.2 43.7 43.0 43.0
EBITDA Margin (%) N/A N/A N/A 3.9 7.4 10.2
Operating Margin (before GW and except.) (%) N/A N/A N/a N/A N/A N/A
BALANCE SHEET
Fixed Assets 96,037 89,822 77,642 96,868 106,679 106,936
Intangible Assets 76,399 60,455 45,567 75,191 83,416 84,846
Tangible Assets 18,561 18,468 19,162 18,587 20,173 19,001
Other 1,077 10,899 12,913 3,090 3,090 3,090
Current Assets 111,841 93,078 68,957 82,656 80,988 86,809
Stocks 2,394 2,139 2,425 3,730 3,887 4,470
Debtors 5,137 2,631 4,510 5,890 5,967 5881
Cash 93,676 84,098 58,358 67,224 65,322 70,645
Other 10,634 4,310 3,664 5,813 5813 5813
Current Liabilities (24,337) (21,8286) (26,445) (28 ,914) (30,263) (32,917)
Creditors (23,040) (19,247) (17,358) (17,191) (19,297) (21,951)
Short term borrowings (1,297) (2,579) (9,087) (11,723) (10,966) (10,966)
Long Term Liabilities (12,988) (11,215) (8,667) (17,9386) (18,139) (18,359)
Long term borrowings (9,125) (8,047) (3,757) (3,000) (3,000) (3,000)
Other long term liabilities (3,863) (3,168) (4,910) (14,936) (15,139) (15,359)
Net Assets 170,553 149,859 111,487 132,674 139,266 142,469
CASH FLOW
Operating Cash Flow (32,726) (42,562) (19,915) (610) 5,136 10,579
Net Interest 1,590 2,116 (29) (63) (259) (232)
Tax (536) (832 (1,909) (391) (5633) (161)
Capex (4,349) (3,447) (1,893) (2,5610) (2,489) (2,862)
Acquisitions/disposals 42,245 34,491 ¢} 1,202 (3,000) (2,000)
Financing (1,023) (1,951) 234 122 o] o]
Dividends (0] (0] 0] 0] ] ]
Other 332 10,706 157 (¢} 0 0
Net Cash Flow 5,533 (1,479) (23,355) (2,250) (1,145) 5,323
Opening net debt/(cash) (69,8 41) (83,254) (81,775) (567,750) (565,5186) (54,371)
HP finance leases initiated [0} [0} (0] (0] 0] (0]
Exchange rate movements 8,831 o} 272) (692) 0] 0]
Other (951) 0 (398) 4,410 (0) 0
Closing net debt/(cash) (83,254) (81,775) (67,750) (569,218) (54,371) (59,694)

Source: Edison Investment Research, company accounts

EDISON INVESTMENT RESEARCH LIMITED

Edison is Europe’s leading investment research company. It has won industry recognition, with awards in both the UK and internationally. The team of more than 65 includes over 35
analysts supported by a department of supervisory analysts, editors and assistants. Edison writes on more than 280 companies across every sector and works directly with
corporates, investment banks, brokers and fund managers. Edison’s research is read by major institutional investors in the UK and abroad, as well as by the private client broker and
international investor communities. Edison was founded in 2003 and is authorised and regulated by the Financial Services Authority
(www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584).

DISCLAIMER

Copyright 2011 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Evotec and prepared and issued by Edison Investment Research
Limited for publication in the United Kingdom. All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable,
however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Edison Investment
Research Limited at the time of publication. The research in this document is intended for professional advisers in the United Kingdom for use in their roles as advisers. It is not
intended for retail investors. This is not a solicitation or inducement to buy, sell, subscribe, or underwrite securities or units. This document is provided for information purposes only
and should not be construed as an offer or solicitation for investment. A marketing communication under FSA Rules, this document has not been prepared in accordance with the
legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.
Edison Investment Research Limited has a restrictive policy relating to personal dealing. Edison Investment Research Limited is authorised and regulated by the Financial Services
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performance. This communication is intended for professional clients as defined in the FSA’s Conduct of Business rules (COBs 3.5).

Edison Investment Research

Lincoln House, 296-302 High Holborn, London, WC1V 7JH = tel: +44 (0)20 3077 5700 = fax: +44 (0)20 3077 5750 = www.edisoninvestmentresearch.co.uk
Registered in England, number 4794244, Edison Investment Research is authorised and regulated by the Financial Services Authority.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


