Evotec AG —@ Close Brothers

Recommendation: Risk: Price Target:

BUY (nitiating Coverage) Medium ©) EUR 2.80 ) 30 JUIy 2010
EVOI“tion Of EVOtec Share price (dark) vs. TecDAX
Screening for opportunities _— . —— —

= Evotec AG is a drug discovery and development company headquartered in FFN*;L\ {,fuf\f_‘jwiq\\i :
Hamburg with operating subsidiaries in India and Singapore. The company R e WJ\’J-;\,-* N*;-“ﬁ-”“‘rﬁﬁf’-w@‘f“°3

focuses on drug discovery for its internal pipeline as well as to provide
services to and build alliances within the pharmaceutical and biotechnology
industry.

= In the short term this discovery-focused business model allows Evotec to - : S Do
generate revenue at the outset in the form of contractual service fees, P R A
ongoing FTE-based research payments and in certain circumstances up-front
technology access fees and agreed milestone payments. In the mid and long
term, revenue could be generated in the form of further milestones (from later Change 2010E 2011E 20126 |
phases of clinical trials) and royalties on sales. new old | new old | new old

Rewvenue| 50.6 - 58.4 - 67.2 -
EBITDA | -3.2 - 1.0 - 4.8 -
= A new strategy plan “Evotec 2012 — Action Plan to Focus and Grow”, which EPS -0.05 - |-001 - [0.02 -
aims to achieve profitability and sustainability by 2012, has already made a Www.evotec.com Biotechnology
substantial advance. The company has managed to significantly increase its WKN: 566480 ISIN: DE0005664809
Reuters: EVTG.DE Bloomberg: EVT GY

revenues, optimise cost structure and decrease cash burn. Furthermore, we

believe that in the near term this trend will be sustained leading to rapid Short company profile

improvement of the comp any’s margin. In the course of this strategy Evotec Evotec AG is a drug discovery and development

has made three acquisitions which among others complement the company’s company headquartered in Hamburg with operating
.. . . subsidiaries in India and Singapore.

technology platform, optimise cost structure and allow expansion into other

therapeutic areas. The company has also made a number of decisive steps Share data:

regarding the proprietary products, having put more focus on the most Share price (last closing price, EUR): 2.00
promising programs. Shares outstanding (m): 108.84
Market capitalisation (EURmM): 217.57
Enterprise value (EURm): 177.20

=  We evaluated Discovery Alliance Business with a DCF model which resulted

in EUR 137.1m or EUR 1.26/share. rNPV valuation of EVT 101/103 derived | 2 9ally trading wlume (3 m., no. of shares): 176,834

EUR 83.0m or EUR 0.76/share. DiaPep277 contributes to the overall valuation
with EUR 38.3m or EUR 0.35. rNPV valuation of Hs resulted in EUR 14.3m or
EUR 0.13/share. All in all our sum-of-the-parts valuation derived the total fair | High 52 weeks (EUR): 2.45

Performance data:

value of Evotec’s at equity EUR 313.2m or EUR 2.88/share. Low 52 weeks (EUR): 1.23
Absolute performance (12 months) 49.4%
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Evotec AG

Investment thesis

Evotec AG is a drug discovery and development company headquartered in
Hamburg with operating subsidiaries in India and Singapore. Evotec focuses on
drug discovery for its internal pipeline as well as to provide services to and build
alliances within the pharmaceutical and biotechnology industry. Presently Evotec
has facilities to undertake all parts of the drug discovery process including target
identification. In addition, it has a number of its own drug candidates at various
stages of development.

Evotec’s business comprises of offering services and alliances based on its state-
of-the-art technology platform and a broad range of integrated capabilities spanning
the drug discovery process. Thus, the company does not engage in a full-scale
drug development, in distinction to numerous traditional biotechnological
companies that develop drug candidates up to the late clinical stages (which are
very costly and require considerable and permanent capital injections). Evotec’s
partners include, among others, Boehringer Ingelheim, Roche, CHDI, Novartis, and
Ono Pharmaceutical.

In the short term this discovery-focused business model allows Evotec to generate
revenue at the outset in the form of contractual service fees, ongoing FTE-based
research payments and in certain circumstances up-front technology access fees
and agreed milestone payments upon achievement of certain results over the
project. In the mid and long term, revenue could be generated in the form of further
milestones (from later phases of clinical trials) and royalties on sales in the case of
successful outcomes of clinical trials achieved by the potential partner. Starting
from preclinical phase, the partner will bear all further costs associated with clinical
trials.

However, the company does not exclude proceeding with the partner into a clinical
stage as in the case with the Roche collaboration on EVT 100 family drugs in CNS
area. Even in this case Roche will bear all the costs associated with clinical trials.

In its proprietary projects, Evotec is developing new treatments for diseases related
to CNS, pain and inflammation. Evotec has five programs in clinical development:
EVT 101/103, subtype selective NMDA receptor antagonists, partnered with Roche,
in clinical development for treatment resistant depression, EVT 401 for the
treatment of inflammatory diseases, EVT 302 for the treatment of Alzheimer’s
disease and EVT 201 against insomnia. Additionally as a result of DeveloGen
acquisition Evotec has received DiaPep277 in pivotal phase Il clinical
development. Given the current strategy of shifting focus to the Discovery Alliance
Business, Evotec is not continuing the development of its unpartnered proprietary
compounds without appropriate partners.

Additionally Evotec has a wealth of proprietary preclinical research programs of
which Evotec presently focuses on Hz antagonists for the treatment of cognitive
disorders and narcolepsy.

A new strategy plan “Evotec 2012 — Action Plan to Focus and Grow” adopted in
2009 aims to achieve profitability and sustainability by 2012. One of the key
components of business strategy “Evotec 2012 — Action Plan to Focus and Grow”
is to strengthen the Discovery Alliance Business to generate the central strategic
vehicle for growth. This implies a stronger focus on Evotec’s core business which
should propel the company’s top line.

@ Close Brothers

Drug discovery and
development company

De-risked business
model

Generating revenue in
the short term and
creating long term
upside

EVT 101/103 is the
main asset in
proprietary pipeline

Notable results of
implemented strategy
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For FY 2010E we expect revenue to increase to EUR 50.6m which corresponds to
an 18.6% increase. This rapid growth seems realistic given the strongly increased
order book, which totalled EUR 37m as of April 2010 (PY: EUR 29m). Projecting
the top line, we assumed that revenues will grow to a CAGR of 15.0% within 2010E
and 2013E.

The company’s strategy also implies significant reduction of operating expenses.
We expect that Evotec will manage to decrease its R&D expenses down to EUR
10.0m considering that the company has made decisions not to proceed with the
development of its unpartnered drugs with their own financial resources. In
addition, we believe that RSIPL, acquired in 2009 should significantly contribute the
cost structure optimisation in the following years. Thus, the rapid revenue growth
coupled with cost decline should strongly drive the improvement of operating
results and lead to a profitability in 2012E.

We expect the cash burn in 2010E to decrease from EUR 23.9m in 2009 to EUR
17.7m in 2010E. In 2011E cash burn should be almost neutralized totaling to ~EUR
1.8m. With this cash burn projection we expect the company’s liquidity to amount to
~EUR 63.5m in FY 2010E (Company’s guidance: >EUR 64m). Overall we expect
that company will achieve cash sustainability from 2011E onwards.

The value of Evotec is primarily determined by two components. On the one hand
the cash flows are generated from the Discovery Alliance Business. On the other
hand the company possess a broad pipeline of drugs. Whereas the Discovery
Alliance Business was evaluated in a usual manner i.e. by means of a standard
DCF model, the valuation of the product pipeline requires the application of a risk-
adjusted net present value (rNPV) approach.

Our DCF model resulted in EUR 137.1m or EUR 1.26/share. rNPV valuation of EVT
101/103 derived EUR 83.0m or EUR 0.76/share. DiaPep277 contributes the overall
valuation with EUR 38.3m or EUR 0.35. rNPV valuation of Hz antagonist resulted in
EUR 14.3m or EUR 0.13/share.

Having included cash and cash equivalents and available for sale financial assets
net of debt in our sum-of-the-parts valuation, we derived the total fair value of
Evotec’s equity EUR 313.2m or EUR 2.88/share. We set the price target EUR 2.80
per share.

www.cbseydlerresearch.ag

@ Close Brothers

Strong order book
growth

Significant cost
reduction

Cash sustainability
from 2011 onwards

Sum-of-the-parts
valuation

Discovery Alliance
Business is the
primary value driver

Price target: EUR 2.80
per share

Close Brothers



Evotec AG
@ Close Brothers

SWOT analysis
Strengths

y4 Highly professional management team with strong background. FY 2009 results
demonstrated management’s ability to realize the main objectives of adopted
business strategy

N¢

A discovery and product alliance business model allows Evotec to be
sustainable at relatively early stages without having own marketed drugs, and
avoiding destructive cash burn. With this hybrid model, Evotec can generate
significant cash in the short term and create long term value through
progressive deals that extends its down-stream rights to milestones and
royalties

Z Numerous alliances with pharmaceutical and biotechnology companies

N¢

Access to a network and new capacity in India via the aquisition of RSIPL
serves to supply Evotec with a more cost efficient facitility in a low cost country.
The move is advantageous seeing as significant competition is building in low
cost countries

N¢

Strong IP position. Presently, the company has 20 patent families awarded and
~100 patents in different stages of submission

N¢

Comprehensive technology platform and technology agreements with other
companies offer a broad range of services to partners

N¢

Significant advance of “Evotec 2012 — Action Plan to Focus and Grow” strategy

Z The development of small molecules is much less expensive than other types of
drugs e.g. antibodies or other biologics. Furthermore clincial trials with small
molecules based drugs are much shorter than other types of drugs

Weaknesses

Z Most of the proprietary drugs are in early stages of clinical trials

NK¢

No dividends are expected in the near future

N¢

Historical losses and previously sustained cash burn

NK¢

Although the company has adopted a new business strategy in 2009, operating
results in 2010 and 2011 are still expected to be negative. According to our
estimation we expect the company will become profitable in 2012

NK¢

Despite a notable advance during 2009 the company also had some negative
news such as failure of EVT 302 in smoking cessation and inability to partner
Evotec’s insomnia drug EVT 201

www.cbseydlerresearch.ag Close Brothers
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Opportunities

y4 Concluding alliances with biotechnology companies that utilize their own
technology platforms allows large pharma to optimize the process of drug
development. Particularly nowadays, numerous drugs are going off patent in the
near future which engages large pharma in a search for opportunities to fill in
their drug development pipelines with new compounds. The trend of
outsourcing drug discovery by big Pharma notably enhances the chances for
Evotec to gain potential partners

N¢

The market for discovery outsourcing is expected to grow rapidly at a double
digit rate

N¢

Significant newsflow is expected in the next two years, particularly with regard
to treatment resistant depression.

N¢

Whereas traditional service contracts and integrated discovery alliances provide
Evotec with permanent cash flow stream, development alliances as well as a
wealth of unpartnered projects represent a considerable upside in the medium
and long term.

Z Blockbuster potential of EVT 100 compound family

Threats

Z The out-licensing market contracted as the ongoing financial crisis hit the
biotech industry. Therefore it is hard to project the timing, commercial values of
or financial proceeds from potential partnering of proprietary compounds, for
which Evotec presently seeks partners

N¢

Presently, there are numerous drugs approved for the treatment of rheumatoid
arthritis. Thus even if EVT 401 is successfully partnered and later receives
market approval, the compound will face significant competition

NK¢

Evotec’'s competitors may achieve product commercialisation or patent
protection earlier than Evotec and/or develop new products with higher efficacy,
a better side effects profile and/or more cost-effectively than Evotec

NK¢

Possibility of delay or failure to recieve certain milestone or royalty payments
from partners. This risk is magnifed given the concentration on a few individual,
key projects. There is also no guarantee that Evotec or its strategic partners
will successfully develop and commercialise a drug and therefore Evotec can
not expect constant cash flows

NK¢

Despite blockbuster potential such therapeutic areas as oncology, autoimmune
and inflammatory diseases are characterised by furious competition and high
rate of clinical failures

NK¢

Biologics generally have a better side effects profile than small molecules
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Valuation

Sum-of-the-parts valuation

The value of Evotec is primarily determined by two components. On the one hand Sum-of-the-parts
the cash flows are generated from the Discovery Alliance Business. From the other valuation

hand the company possess a broad pipeline of drugs. Whereas the Discovery

Alliance Business can be evaluated in a usual manner i.e. by means of a standard

DCF model, the valuation of the product pipeline requires the application of a risk-

adjusted net present value (rNPV) approach.

In distinction to other traditional models, rNPV sum-of-the-parts valuation rNPV valuation
incorporates the risk component which is associated with clinical trial failures. includes EVT 101/103;
Therefore, we applied this valuation approach to assess drug candidates in clinical Diapep277 and Hs

phases, which from our point of view have the highest potential. Thus, in our INPV
valuation of proprietary products we included EVT 100 compounds family which
targets treatment resistant depression developed in alliance with Roche and
DiaPep277, a compound that was acquired as a result of DevelogGen acquisition,
and is being developed for the treatment of diabetes type 1 in collaboration with
Andromeda (Teva). Furthermore, we included one preclinical drug Hs against
narcolepsy.

Sume-of-the-parts valuation

Valuation Sum of the parts Sum of the parts Relative value
method applied Jvaluation in EUR m Jvaluation per share Jcontribution

Discovery alliance

business 137.1 1. 44%

EVT 101/103 (Partner:

Roche) NPV 83.0 0.76 27%

DiaPep277

(Andromeda/Teva) NPV 38.3 0.35 12%

Hz antagonist NPV 14.3 0.13 5%

Cash and cash

equivalents net of debt 40.5 0.37 13%

Total value 313.2 2.88 100%

Our DCF model resulted in EUR 137.1m or EUR 1.26/share. rNPV valuation of EVT Discovery Alliance
101/103 derived EUR 83.0m or EUR 0.76/share. DiaPep277 contributes the overall Business represents
valuation with EUR 38.3m or EUR 0.35. rNPV valuation of H3 antagonist resulted in the bulk of E
EUR 14.3m or EUR 0.13/share. fair value

Analysis of our sum-of the-parts valuation indicates that Evotec’s value is mainly
driven by the discovery alliance business which represents 44% of the total
valuation. EVT 101/103 and DiapPep277 contribute with 27% and 12% to our sum-
of-the-parts-valuation respectively. Given that Hs antagonist is still in preclinical
stage of development, the contribution of this compound is minor and amounts to
only 5% of the overall valuation.

Having included cash and cash equivalents and available for sale financial assets Price target: EUR 2.80
net of debt in our sum-of-the-parts valuation, we derived the total fair value of per share

Evotec’s equity EUR 313.2m or EUR 2.88/share. We set the price target EUR 2.80

per share.
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DCF valuation of Discovery Alliance Business

Weighted average cost of capital (WACC): On the basis of the current long-term
yields of German federal bonds, we set the risk-free rate at 3.5%. We assumed an
equity risk premium of 6.0%, a debt risk premium of 4.0%, and beta of 1.
Furthermore, we assumed a long-term target equity ratio at market values of 75%.
These premises lead to a WACC of 8.53%

Phase 1 (2010-12E): We estimated the free cash flows (FCF) of phase 1, Phase 1: Detailed
according to our detailed financial forecasts for these years. financial forecast
Phase 2 (2013-19E): For Phase 2, which comprises 2013-19E period we assumed Phase 2: Increasing
that the top line will be growing, however with gradually declining rate of growth, EBIT margin

while EBIT margin will be increasing reaching ~16% in the long term.

Phase 3: For the calculation of the terminal value, we applied a long-term FCF Phase 3: 2% growth
growth rate of 2.0% which approximates the estimated long-term inflation rate. This for terminal value
assumption theoretically corresponds to a real-term zero growth, since we use a

nominal discount rate (WACC). Discovery Alliance

Business: DCF
model results in a
fair value of EUR
1.26 per share

Based on these assumptions, we calculated a fair value of Discover Alliance
Business of EUR 137.2m or EUR 1.26/share.

Discounted cash flow model for Discovery Alliance model
Discounted Cash Flow Model

PHASE 1 PHASE 2 PHASE 3
EUR m 2010E 2011E 2012E 2013E 2014E 2015E 2016E 2017E 2018E 2019E ©
Sales 50.6 58.4 67.2 76.1 85.2 93.8 101.3 107.3 111.6 115.0
Sales grow th 18.6% 15.3% 15.1% 13.2% 12.0% 10.0% 8.0% 6.0% 4.0% 3.0%
EBIT -5.3 -1.4 2.2 6.7 9.2 12.1 13.6 14.9 16.1 18.3
EBIT margin -10.5% -2.4% 3.2% 8.8% 10.8% 12.9% 13.4% 13.9% 14.4% 15.9%
Income tax on EBIT 0.0 0.0 -0.2 -1.0 -1.8 -3.0 -3.4 -3.7 -4.0 -4.6
Depreciation and amortisation 2.1 2.4 2.6 2.7 2.7 2.7 2.8 2.9 3.0 3.1
Change in net working capital 6.8 1.2 0.7 0.4 0.4 0.3 0.3 0.3 0.2 0.2
Net capital expenditure -5.2 -2.7 -2.6 -2.7 -2.7 -2.7 -2.8 -2.9 -3.1 -3.1
Free cash flow -1.6 -0.5 2.8 6.1 7.7 9.4 10.4 11.5 12.3 13.9
Present values -1.6 -0.5 2.3 4.5 5.3 5.9 6.0 6.1 6.0 6.2 96.9
Present value Phase 1 0.2 Risk free rate 3.5% Target equity ratio 75.0%
Present value Phase 2 40.0 Equity risk premium 6.0% Beta (fundamental) 1.00
Present value Phase 3 96.9 Debt risk premium 4.0% WACC 8.53%)
Total present value 137.1 Tax shield 25.0% Terminal growth 2.0%

Sensitivity analysis
Terminal growth (Phase 3)

1.0% 1.5% 2.0% 2.5% 3.0%

Fair value of Discovery WACC 7.5% 1.36 1.45 1.55 1.67 1.82
Alliance Business 137.1 8.0% 1.24 1.31 1.39 1.49 1.61
8.5% 1.13 1.19 1.26 1.34 1.43

Number of shares (m) 108.8 9.0% 1.04 1.09 1.15 1.21 1.29
9.5% 0.96 1.00 1.05 1.10 1.16

Fair value per share (EUR) 1.26

www.cbseydlerresearch.ag Close Brothers




Evotec AG
@ Close Brothers

rNPV valuation of proprietary products

Despite quite a broad drug pipeline we did not include all the product candidates in rNPV valuation

our valuation. Given that presently Evotec does not wish to develop of some of its includes EVT 101/103,
product candidates (EVT 401, EVT 302 and EVT 201) without a partner, it does not DiaPep277 and H3
seem proper to project further development of these compounds. We also did not antagonist

include preclinical candidates in our rNPV valuation except for Hz compound for
which the company has already budgeted development expenses and which is
expected to enter phase | in 2H/2010. Therefore those assets that were not
included in our valuation represent a pure upside.

Thus, given the development priority of Evotec’s drug pipeline we evaluated EVT
101/103, DiaPep277 and H3 antagonist. In the table below we outlined the key input
data for the valuation of these compounds.

Valuation input for rNPV of proprietary products

Peak |Expected
Market size | sales in |approval Success PVin |rNPV in|rNPV per
Compound Indication |Status in EURm |EURm |[submission |probability | EURm |EUR m |share

EVT 101/103
(Partner: Roche) |TRD Phase || 3,000.0] 450.0 2014e 25.0%| 232.4 83.0 0.76
DiaPep277 Type 1
(Andromeda/Teva) | diabetes Phase lll 2,500.0f 275.0 2012e 70.0%| 56.7 38.3 0.35
Preclinical

Cognition/ | (Phase I will
Hs; antagonist Narcolepsy | start in 2H/2010) 1,000.0f 170.0 2015e 15.0%| 93.5 14.3 0.13
Concerning EVT 101/103 and DiaPepp277, it is necessary to mention that the EVT 101/103: The most
development of these compounds are fully funded by partners, therefore there is no valuable asset in
downside risk related to the development of these drugs. Having assessed the proprietary pipeline

market potential and the competition level of targeted indications, we implemented
a certain market penetration rate to market size and derived the potential peak
sales after drug approval. Market penetration rate was determined after analysing
currently existing treatment alternatives for respective therapeutic indications,
which revealed that there is presently only one drug approved for the treatment of
TRD: Symbyax from Eli Lilly. However, due to significant side effects, this drug has
not become a blockbuster product and the market of TRD is still to a large extent
open. Furthermore there are not that many companies that are engaged in the
development of therapies for TRD which allows us to assume a relatively high
market penetration rate (For more detailed description of TRD market potential see
section: Market environment: Treatment Resistant Depression (TRD) market).

Determining peak sales for DiaPepp277, we assumed a EUR 2.5bn market DiaPepp277 estimated
potential of diabetes type 1. Given that there are a number of approved drugs for market potential: EUR
the treatment of diabetes type 1 and the competition level is high, we assumed a 2.5m

relatively low market penetration rate (For more detailed description of diabetes
market potential see section: Market environment: Diabetes market).

Furthermore, modelling potential revenues from evaluated drug candidates in the
form of royalties we assumed that sales after the approval will gradually ramp up
over first three years before reaching their peaks.

Based on these assumptions we projected cash flows from valuated product Further upside from
candidates. The cash flows were discounted by WACC of 8.53% and potential milestone
payments
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corresponding success probability rates depending on clinical trial stage. Our NPV
valuation of proprietary products does not include any potential milestones from
partners which represent further significant upside to our valuation.
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Company

Short profile

Evotec AG is a drug discovery and development company headquartered in Drug discovery and
Hamburg with operating subsidiaries in India and Singapore. Its principal markets development company

are North America and Europe. Evotec focuses on drug discovery for its internal
pipeline as well as to provide services to and build alliances within the
pharmaceutical and biotechnology industry. Presently Evotec has facilities to
undertake all parts of the drug discovery process including target identification. In
addition, it has a number of its own drug candidates at various stages of
development. Its strength lies in the growth of large companies willingness and
need to outsource more of their drug discovery. Presently, the company has 20
patent families awarded and ~100 patents in different stages of submission.

Shareholder structure

As of July 2010, the shareholder structure consists of 112,838,715 ordinary bearer 112,838,715 shares of
shares listed on the TecDAX of which 76% are free float, with TVM V Life Science which 76% is free float
Ventures GmbH & Co. KG holding 10.4% and ROI Verwaltungsgesellschaft

mbH/Roland Oetker holding 13.5%.

Shareholder structure

B Free float

= Roland Oetker/ROI

TVM
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Management board

Chief Executive Officer - Dr. Werner Lanthaler

Dr Werner Lanthaler was appointed Chief Executive Officer of Evotec in March
2009. From March 2000 to March 2009 he was Chief Financial Officer at Intercell
AG. During his tenure, Intercell developed from a venture-backed biotechnology
company into a global vaccine player. Dr Lanthaler played a pivotal role in many of
the company's major corporate milestones including the product approval of
Intercell's Japanese Encephalitis Vaccine, the company's acquisitions and strategic
pharma partnerships, as well as the company's Initial Public Offering in 2005.
Previously, from 1998 to 2000 Dr Lanthaler served as Director of the Federation of
Austrian Industry, and from 1995 to 1998 as Senior Management Consultant at the
consulting firm McKinsey & Company.

Dr Lanthaler holds a doctorate in economics from Vienna University, earned his
Master’s degree from Harvard University and holds a degree in Psychology.

Chief Operating Officer - Dr. Mario Polywka

Dr Mario Polywka has been the Chief Operating Officer of Evotec since November
2007. He was one of the co-founders of Oxford Chirality which later became Oxford
Asymmetry International (OAIl) before it merged with Evotec in 2000. Dr Polywka
was Chief Executive Officer of OAI during the merger with Evotec. Following the
merger he was Chief Operating Officer until 2002. Between 2002 and 2004 he ran
a number of spinout companies in the Oxford area.

Dr Polywka is a Chemist by training, having completed his D. Phil. Studies under
Professor Steve Davies, at Oxford University, in the field of Mechanistic
Organometallic Chemistry, followed by post-doctoral studies on the biosynthesis of
Penicillins with Professor Jack Baldwin. College and Educatis University, where he
was awarded an MBA degree.

Chief Financial Officer - Dr. Klaus Maleck

Dr. Maleck has been the Chief Financial Officer at Evotec since 2007. Before
joining Evotec, he served as Chief Financial Officer and Vice President Business
Development of Bio- GeneriX AG, which he co-founded in 2000. Previously, he
worked as a Senior Management Consultant at McKinsey & Co. and as a genomics
scientist at Novartis, Inc.

Dr Maleck holds a Masters degree in biotechnology of the Ecole Supérieure de
Biotechnologie in Strasbourg, France and received his Ph.D. in biochemistry from
the Max-Planck-Institute in Cologne. In addition, he passed postgraduate training in
economics at Ashridge College and Educatis University, where he was awarded an
MBA degree.

Member of the Management Board - Dr. Cord Dohrmann

Dr. Dohrmann joined DeveloGen in January 1999 and serves as Chief Executive
Officer and Member of the Management Board. Dr. Dohrmann began his academic
career at the University of Tuebingen, Germany and conducted research as a
DAAD (German academic exchange service) scholar at Duke University, Durham,
United States. Dr. Dohrmann completed his MA in the department of Christiane
Nuesslein-Volhard at the Max Planck Institute in Tuebingen, Germany, and
subsequently earned his Ph.D. in Doug Melton's laboratory at Harvard Medical
School, Boston, United States. Dr. Dohrmann continued his academic career as a
Shiseido Research Fellow at the Massachusetts General Hospital, Boston, United
States, before joining DeveloGen.
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Supervisory board

Currently the supervisory board consists of four members. Prof. Dr Flemming
Oernskov is the chairman of the supervisory board. Other members include: Dr.
Hubert Birner, Dr. Peter Fellner, Mary C. Tanner and Walter Wenninger.
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Technology platform

Evotec’s proprietary screening platform, EVOscreen®, combines a highly sensitive Proprietary screening
detection technology with ultra high throughput, high sensitivity and multiple read- platform EVOscreen®,
out. This reduces false positives and negatives. In addition, Evotec integrates other

technologies to its screening platform, including nuclear magnetic resonance

(NMR), surface plasmon resonance (SPR) and high content screening (HCS).

Evotec has a strong track record in assay development and high throughput

screening (HTS). As a result, it has developed in excess of 320 biochemical,

cellular and functional assays and has completed over 170 screening campaigns.

Evotec also provides access to its actively managed small molecule screening

collection of 250,000 compounds, selected for diversity and containing >90,000

non-commercially available compounds.

The company’s fragment-based drug discovery platform EVOIlution™ which gives Fragment-based drug
access to high quality library of 30,000 allows screening of challenging targets discovery platform
using multiple screening technologies which increases speed and reduces attrition EVOlutionTM

from target to clinic by using rational design. The system identifies chemical starting
points for “well-screened” and/or challenging targets.

The medical chemistry platform presents a track record of success in all major Medical chemistry
target classes with a particular expertise in CNS, inflammation, oncology and platform

metabolic diseases. This includes the delivery on clients’ needs with over 20

preclinical candidates nominated and 15 compounds approved for clinical trials. It

also adds value to the company as demonstrated by Evotec medicinal chemists

being named inventors on >120 client patents covering all major target classes and

therapeutic areas.

Evotec’s computational and structural biology platform increases speed and Computational and
decreases costs from target to clinic by reducing the number of compounds that structural biology
need to be synthesized. This platform reduces potential attrition through highly platform

predictive in silico screening. It also allows ligand-based approaches for difficult-to-
crystallize targets (e.g. lon channels and GPCRs) allied to protein modeling,
enabling a rational design strategy.

Evotec’'s ADMET and Zebrafish platforms reduce timelines by identifying and ADMET and Zebrafish
optimising early compounds that might have potential liabilities. This inevitably platforms

increases chances of success and reduces costs by prioritizing better leads and

identifying toxicity related issues early. The platform also helps to identify superior

back-up or follow-on compounds.

Technologies and services offered

Lead Preclinical Clinical

SEEETIY AL D 1) optimization development development

-Assaydevt_elopment -Mgdicinal c‘hemistry -Medical chemistry

?un(?ﬁ'(g;e S :Eillt)z(r,;/?jr;,li?;?\ «In vitro biology *Custom synthesis

«High content screening *High throughput  Disease biology and e T, «Clinical alliances
« Electrophysiology chemistry targetclass' DRSS e «Clinical project
«In silico screening * Protein-ligand : Com'putanonal FEEEEERAD " management
technologies crystallography ghemdlitryar;d strcture- -Lar_ge scale synthesis

*Fragment-based drug «In vitro biology . ;S:ilicélfmig‘?'n AW PEmEEe g

discovery *Early ADMET

In order to reinforce its technology base and enhance its offering to its customers,
Evotec has concluded several technology partnerships. In the table below one can
see three technology partners and a brief description of the nature of these
partnerships.
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Technology partnerships

Technology partner Benefits fo agreement
Access to the state-of-the-art synchrotron technology at Diamond Light Source. Via Diamond Evotec is
Diamond Light Source Ltd able to access a world leading X-ray diffraction data collection facility regularly

Access to Hypha's MycoDiverse™ natural product collection for use in Evotec's hit and lead
identification services. Furthermore, following screening, Evotec could leverage its capabilities and
Hypha Discovery Ltd expertise in natural product chemistry and medicinal chemistry to optimise promising hit compounds.

Access to DiscoveRxs PathHunter(™) and cAMPHunter(™) cell lines and proprietary EFC
chemiluminescent detection technology for use during hitidentification and optimization projects
DiscoveRx Corporation performed for Evotec customers, using the Company's proprietary high throughput screening platform.
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Business model and strategy

Presently, Evotec’s business comprises of offering services and alliances based on De-risked business
its state-of-the-art technology platform and a broad range of integrated capabilities model

spanning the drug discovery process. Thus, the company does not engage in a full-

scale drug development, in distinction to numerous traditional biotechnological

companies that develop drug candidates up to the late clinical stages (which are

very costly and require considerable and permanent capital injections). In addition,

the company has its own drug candidates at various stages of development

available for partnering.

Evotec business model

Discovery & technology Discovery alliances with Product Value
platform pharma & biotech companies franchises proposition
«Strong track record after >15 +Active search for partners *Core expertise with clinical *Expand highly profitable and cash
years of drug discovery history «Current alliances and candidates in; generating  discovery  alliance
->100 lead series partnerships are held with; -Treatment-Resistant Depression business into globally leading
- 20 preclinical candidates - Boehringer Ingelheim - Rheumatoid Arthritis CRO, specializing in contractual
- 18 clinical compounds - Novartis - Other CNS and inflam- partnerships for drug discovery.
*Leading technology platforms - Roche matory disorders
1.Assay development& screening - Ono Pharmaceutical -Metabolic diseases « Finance innovative research and
2.Fragment-based drug discovery - CHDI development through DAB profits
3.Comp. chem-/structural based - Genentech +Preclinical assets for partnering as well as  development
drug discovery - Pfizer orown development partnerships.

4.Medicinal chemistry
5.Early ADMET & zebrafish

Discovery alliance business

Through its Discovery Alliance Business, Evotec provides innovative and integrated Focusing on discovery
solutions to the pharmaceutical and biotechnology industry from target to clinical alliance business
development through a range of capabilities and capacities. This includes early-

stage assay development and screening, fragment-based drug discovery through

to medicinal chemistry and in vivo pharmacology. Evotec’s partners include, among

others, Boehringer Ingelheim, Roche, CHDI, Novartis, and Ono Pharmaceutical.

In the short term this discovery-focused business model allows Evotec to generate Generating revenue in
revenue at the outset in the form of contractual service fees, ongoing FTE-based the short term and
research payments, in certain circumstances up-front technology access fees and creating long term
agreed milestone payments upon achievement of certain results over the project. In upside

the mid and long term, revenue could be generated in the form of further
milestones (from later phases of clinical trials) and royalties on sales in the case of
successful outcomes of clinical trials achieved by the potential partner. Starting
from preclinical phase, the partner will bear all further costs associated with clinical
trials. Thus, Evotec essentially reduces risk in its business model as the financial
and clinical trial success risks remain with the customer and not Evotec.

However, the company does not exclude proceeding with the partner into a clinical
stage as in the case with Roche collaboration on EVT 100 family drugs in CNS
area. Even in this case Roche will bear all the costs associated with clinical trials.
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Alliance partners

Alliance partner Disclosed financial details

CNS, oncology, inflammation,

Boehringer Ingelheim cardiometabolic, Respiratory ~EUR 15m research funding/ milestones/ royalties on sales
CHDI Inc. Huntington's Disease ~USD 37m in research payments over three years

~USD 170m milestones (USD 20m preclinical/ USD 150m
Pfizer Pain development milestones)/ royalties on sales

EUR 10m upfront payment/ EUR 65m in case Roche exercise
buy-back option after phase II/ The potential value of this
transaction >USD 300m./ Roche fully funds development

Roche CNS programmes.
upfront payment/ research funding/ milestone payments that
Novartis Pain could exceed USD 28m/ royalties on sales
technology access fee/ research funding/ success-based
Ono CNS milestones based on the research progress
Genentech CNS undisclosed
technology access fee for access to Evotec's fragment-based
InterMune undisclosed drug discovery platform, EVOlutionTM/ongoing research funding
Non-hormonal reversible
Spermatech male contraceptives undisclosed
Cubist Antibacterial undisclosed
Biogen Idec undisclosed undisclosed
Vifor Pharma Anaemia project worth >EUR 5.5m/ Further details not disclosed
Active Biotech Immune disorders/ Oncology undisclosed
Alios Biopharma Virology undisclosed
Boehringer Ingelheim (Alliance ongoing research funding/ EUR 7m upfront payment/ Potential
arising from the acquisition of Insulin resistance (type 2 milestone payments of up to EUR 237m for the lead compound/
DeveloGen) diabetes) Single digit royalties on sales

Proprietary pipeline

In its proprietary projects, Evotec is developing new treatments for diseases related EVT 101/103 is the
to CNS, pain and inflammation. Evotec has five programs in clinical development: main asset in
EVT 101/103, subtype selective NMDA receptor antagonists, partnered with Roche, proprietary pipeline

in clinical development for treatment resistant depression, EVT 401, a P2X7
antagonist for the treatment of inflammatory diseases, EVT 302 for the treatment of
Alzheimer’'s disease and EVT 201 against insomnia. Additionally as a result of
DeveloGen acquisition Evotec has received synthetic peptide immunomodulator
DiaPep277 in pivotal phase Ill clinical development.

Proprietary compounds in clinical stages

Compound Indication Status Partner
EVT 101 NR2B subtype selective Treatment Resistant | Started Phase Il in July 2010
EVT 103 NMDA-antagonists Depression Completed Phase | in March 2010 | Roche
Rheumatoid arthritis,
EVT 401 P2X; antagonist Inflammatory Diseases | Completed Phase | in June 2009 |Available for partnership
Monoamine Oxidase-B Completed Phase | in October
EVT 302 (MAO-B) inhibitor Alzheimer's disease 2008 Available for partnership
GABAA Receptor Partial positive results in two Phase Il
EVT 201 Positive Allosteric Modulator | Insomnia proof of concept trials Available for partnership
Andromeda Biotech Ltd and TEVA
DiaPep277 Type 1 diabetes Phase Ill Pharmaceuticals Industries Ltd
Given the current strategy of shifting focus to the Discovery Alliance Business, The development of
Evotec is not continuing the development of its unpartnered proprietary compounds EVT 101/103 is funded
without appropriate partners. Concerning EVT 101/103 (originally discovered by by Roche

Roche and developed from discovery stages through clinical studies by Evotec), it
is necessary to mention that this compound is being developed in collaboration with
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Roche. Evotec is responsible for conducting Phase Il studies for EVT 101. Within
this alliance, Evotec has conducted the first Phase | safety and tolerability study for
EVT 103, a next generation compound to EVT 101. Roche is committed to fully
funding these development programmes.

If Roche exercises its buy-back option after the completion of the Phase Il study,
Evotec will receive a USD 65m lump-sum payment from Roche in exchange for
returning the asset, as well as the entire EVT 100 family to Roche. If Roche
decides not to exercise its buy-back option, Evotec will be granted exclusive
worldwide rights to the entire EVT 100 family of compounds. Evotec will then
receive rights to all indications under revised terms from the original contract signed
between Evotec and Roche at the end of 2003.

Evotec’s proprietary late-stage preclinical research programmes focus on H3
antagonists for the treatment of cognitive disorders and narcolepsy, B1 antagonists
for the treatment of neuropathic pain and inflammation, as well as antagonists for
the purinergic receptor P2Xs for the treatment of inflammation and urinary
incontinence. Evotec seeks to selectively partner or publicly fund these assets for
further development.

@ Close Brothers

Lump sum milestone of
USD 65m is possible
after Phase Il trial

Wealth of preclinical
compounds

Preclinical compounds

Compound Indication Status

H3 antagonist Cognition/ Narcolepsy Preclinical

P2X3 Pain, Urological disease Lead optimisation
B1 antagonist Pain, inflammation Lead optimisation
Kv1.3 inhibitors Automimmune disorders Lead optimisation
BACE Alzheimer's Disease Discovery

PDE 10a Schizophernia Discovery

Orexin 2 Insomnia Discovery

Beta Cell 1 and type 2 diabetes Discovery

The rationale o f Evotecds business model

Commercially exploiting its technology, Evotec created a strong portfolio of
alliances with numerous renowned biotechnology and pharmaceutical companies.
The types of alliances can be characterised as traditional service contracts,
integrated discovery alliances and development alliances. The cash contribution to
the company depends on the nature of agreement. Whereas traditional service
contracts and integrated discovery alliances provide Evotec with a permanent cash
flow stream, development alliances are cash neutral but represent a considerable
upside in the longer term. Also unpartnered projects provide an upside for the
company, however their further development requires cash.

Type of alliances

Type of alliances Cash investment jUpside for Evotec]Included in Evotec top-line guidance

Traditional service contracts ~ Cash generative neutral yes

Integrated discoveryalliances Cash generative A+ yes/milestones only partially/ no royalties
Development alliances Cash neutral +++ only upfornt/ no milestones, no royalties
Unpartnered projects Cash required +++ no

www.cbseydlerresearch.ag Close Brothers



Evotec AG

This discovery and product alliance business model allows the company to
generate cash in the short term on a fee for services basis and is aimed at
generating revenues in the long term by developing proprietary compounds
together with prospective partners and forming strategic alliances. This alternative
approach in drug development allows biotech business to be sustainable at
relatively early stages without having own marketed drugs, and avoiding destructive
cash burn. With this business model, Evotec can create long term value through
progressive deals that extends its down-stream rights to milestones and royalties.

Strategy

Core elements of strategy

In 2009 after the assignment of new CEO Werner Lanthaler the company adopted
a new strategy plan “Evotec 2012 — Action Plan to Focus and Grow”. Implementing
this strategy the company intends to achieve profitability and sustainability by 2012.
The core elements of the strategy are:

1. Strengthening the Discovery Alliance Business to generate the central
strategic vehicle for growth

2. Building strategic alliances on selected development projects and
refocusing the pipeline on the most valuable assets in order to de-risk the
portfolio and reduce R&D cash burn

3. Significant reduction of operating expenses and minimization of strategic
business risks

Evotec has already reached notable advances in the frameworks of this strategy
plan. In order to strengthen its Discovery Alliance Business the company completed
three acquisitions in the past 18 months: Research Support International Private
Limited (RSIPL), Thane, India and Zebrafish screening operations of Summit
Corporation plc including operations in Abingdon, UK, and Singapore. These
strategic acquisitions considerably contribute to Evotec’s the efficiency
optimisation, technology innovation and global cost leverage. In the middle of July
2010 Evotec acquired DeveloGen, a biopharmaceutical company engaged in the
discovery of novel therapeutic approaches for the treatment of metabolic and
endocrine disorders.

Acquisition of RSIPL:

The acquisitions of RSIPL allowed Evotec to expand capacity and accelerate the
company’s strategy of becoming a global, premier partner for drug discovery and
early development alliances. Although the revenue contribution from RSIPL is not
significant, this transaction enables Evotec to essentially optimize the cost structure
of the company. From our point of view the acquisition of RSIPL should significantly
contribute to the improvement of Evotec’s margins. Besides the cost advantage,
expanding its geographical footprint in India has a lot of other advantages (For
more detailed description of Indian CRO market see section “Market Environment:
Asian CRO market”).

Acquisition of Summit's zebrafish technology:

Another important addition to Evotec’s drug discovery platform was the acquisition
of Summit's zebrafish technology. Zebrafish is valuable to drug discovery as it has
the potential to accelerate and de-risk the drug discovery and development process
by reducing attrition rates and lowering the development cost of producing new
drugs. This technology provides important whole organism data concerning the
safety and toxicity of drug-like molecules at an early stage of lead optimization.
Thus, it allows prioritization of the most promising compounds early in the drug
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discovery process, reducing the risk of potential later-stage failure and, ultimately,
lowering costs in drug discovery and development.

Evotec’s management also does not exclude further acquisitions. Namely the
company aims to expand its scope in such therapeutic areas as oncology,
infectious and metabolic diseases. Thus, in the middle of July Evotec has acquired
DeveloGen which was a significant advance in the area of metabolic diseases.

Acquisition of DeveloGen

The acquisition of DeveloGen especially augments and complements Evotec's drug
discovery platform and capability with DeveloGen's target discovery, validation and
in vivo/in vitro pharmacology expertise. Previously Evotec had facilities to
undertake all parts of the drug discovery process, however did not itself have a
proprietary target identification system. The acquisition of DeveloGen also adds
core disease biology know-how in metabolic diseases. Furthermore DeveloGen
added two complementary alliances to Evotec's portfolio of core assets: 1) An
integrated discovery alliance with Boehringer Ingelheim on small molecules to treat
insulin resistance (type 2 diabetes). 2) A development partnership with Andromeda
(Teva) on DiaPep277, a synthetic peptide immunomodulator to treat type 1
diabetes in pivotal Phase Il clinical development (For further details regarding the
acquisition of DeveloGen see press release from 14 July 2010 on Evotec
homepage).

Strategic decisions concerning pipeline development:

Regarding the development of proprietary drugs, Evotec has essentially de-risked
its pipeline by only supporting the most commercially promising programmes. Thus,
considering the size and investment needed for a decisive phase Ill the company
made a decision not to continue the development of EVT 201 without a partner.
The company has also stopped internal investments of EVT 302 but may
investigate its potential in the treatment of Alzheimer disease if a suitable partner
can be found. Concerning EVT 401, Evotec will proceed into phase Il trial only if a
suitable partner can be found. With this, Evotec has also made a significant step
towards sustainability of the Company by substantially growing its revenues and
reducing its cost base.

Presently EVT 101 and EVT 103 compounds, developed in collaboration with
Roche, are the most important. The costs of clinical trials of both molecules are fully
borne by Roche. According to Evotec, the potential strategic value of the underlying
deal goes beyond USD 300 m, including upfront payments, development, sales
performance and significant double-digit commercial royalty payments.

The shift of focus from its R&D operations to the Discovery Alliance Business led to
the closure of its South San Francisco facility Renovis and the concentration of
Evotec’s research in Europe. As a result of this closure Evotec significantly reduced
its operating costs in 2009.

All in all the implementation of the strategy “Evotec 2012 — Action Plan to Focus
and Grow” have already resulted in extended technology offering, expanded
disease know how in other therapeutic areas, lowered cost base (operating costs
decreased by 33%), and significantly increased the order book (~EUR 37m at the
end of April 2010 (PY: EUR 29m)).
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Market environment

Contract research organization (CRO) market

Due to declining R&D productivity, increased generic competition, blockbuster
drugs going off-patent, rising drug development costs and fewer new drugs
discoveries, it has become an important strategic issue for pharmaceutical
companies to seek greater cost savings and improvements in efficiency. Thus,
outsourcing in the healthcare industry has become one of the most favored
strategies adopted globally.

Although cost efficiency is a major factor motivating pharmaceutical and
biotechnology firms to outsource research, there is an increased emphasis on
expertise and internal capabilities with the focus being on quality management.
Furthermore CROs have become critical contributors to clinical trial activity.
According to Cipher Systems study, clinical trials conducted by CROs are
completed up to 30% more quickly than those conducted in-house by Pharma
companies. (Source: Cipher Systems/ Global Contract Research Organization
(CRO) Industry: Overview and Trends, 2008/ April 2008).

Thus, the use of CROs allows converting fixed costs into variable costs, reducing
the time to get to market and provides expertise in selected areas without the client
needing to maintain or build internal capabilities and infrastructure. Numerous
processes involved in drug discovery are time-consuming, require significant
capacities, and especially those non-strategic in nature and can be outsourced to
save on costs.

CRO companies address the needs of both global large pharma companies and
small companies. Whereas global majors benefit from significant cost optimisation,
CROs offer a huge opportunity for smaller companies that do not have a well
developed drug discovery program. With biotech companies joining the drug
discovery race, the outsourcing of research to keep costs low, as well as gain other
strategic advantages has become a high point in the last five years and is expected
to gain momentum in the next decade. (Source: Frost & Sullivan/ Study On
Contract Research and Manufacturing (CRAM)/ 2006)

Discovery outsourcing relative to other stages of value chain
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0.0 -

27 19 20
Discovery Preclinical Phase| Phase I/ Phase II/IV
B Qutsourced Notoutsourced
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Regional breakdown of CRO industry

The Pharmaceutical contract research market grew by 13% last year to USD
23.6bn. According to various studies the global market of CROs is expected to
grow with an 11-16% average annual growth rate in the next several years. The
growth rate varies depending on the geographical area. A relatively untapped
market coupled with rapid revenue growth encourages new players to enter the
CRO industry. With this trend, the market becomes highly fragmented, with over
1,100 CROs worldwide despite continued consolidation. There are several main
concentrations of market activity: US, Europe and Asia. According to Cipher
Systems study, the bulk of revenues in clinical research segment come from US-
based projects, and more than 2/3 of CRO companies are located in the US.

US and EU CROs market

Of the large, global contract research providers, Quintiles is market leader, with
14% of the global market share, followed by Covance and PPD, holding 10% each.
Leading CROs are commodity full service providers operating on a global scale.
They act as one-stop shops for all services, from preclinical through marketing.
(Business Insights/ The CRO Market Outlook: Emerging Markets, Leading Players
and Future Trends to their offering/ August 2009). The US predominance is mostly
driven by its status as the world's largest drug market and the favorable conditions
which the US presents for contract research. Frost & Sullivan study indicates that
the US CRO market is expected to increase from USD 10.9bn in 2009 to USD
22.8m in 2016E which corresponds to a CAGR of 11.1% for this period. (Source:
Frost & Sullivan/ Contract Research & Manufacturing Services: Trends in deal
making/ October 2009).

European CRO market was USD 7.10bn in 2008 and estimates this to reach EUR
13.52bn in 2015E. At the same time, there is an evident evolution towards a full-
service model. In addition, similar to US CROs, European ones are expanding their
global operations. Clinical trials are increasing in size and going offshore to benefit
from untapped patient populations and imperatives of cost efficiency (Frost &
Sullivan/ European CRO Markets - A Strategic Analysis).
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Asian CROs market

Asia is also expected to benefit from increases in clinical research activity,
particularly in China and India. In China the CRO market is mainly driven by the
following factors: skilful labor force (GCP-trained and Western educated doctors),
low cost base (lower than in India), shortened timelines for clinical trials, large
centralized hospitals where most patients are treated and growing infrastructure.
And certainly strong government support helps. The Chinese government is
concentrating on drug development as a “Pillar Industry”. (Source: Thomson
Reuters/ Pharma sourcing from India and China/ Mike Chace-Ortiz/ March 2009).

Aggressive growth of
Asian CRO market
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India is also one of the most preferred Asian countries for R&D activities. A large
pool of treatment naive patients, strong patent protection (TRIPS compliant since
the year 2005), cost advantage, shorter clinical trials recruitment timelines, and a
rich pool of specialists (125,000 chemical engineers graduate each year alone) are
the major driving forces behind this trend. Furthermore India has the largest
number of FDA approved plants after the US.
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Like Eastern Europe and other parts of Asia, these regions offer the ability to
conduct clinical trials at a fraction of U.S. and Western European costs, while
providing high quality patient populations that lead to high quality data. Many of the
leading CROs — including Quintiles, Covance, Omnicare, and Parexel — are active
in these emerging markets and often acquire local firms. (Source: Cipher Systems/
Global Contract Research Organization (CRO) Industry: Overview and Trends,
2008/ April 2008.)

Small molecules vs biologics

Although presently the conventional, small-molecule drugs account for the lion’s
share of overall drug market and will continue to hold a larger market share, in
terms of growth this segment is expected to be in low single figures, whereas
biologics or biopharmaceuticals, as they are commonly called, are forecast to grow
at 7-10% CAGR per annum, according to numerous sources.

Biologics are forecast
to grow faster than
small molecules...

Analysis of global drug sales 2000-2014E: Breakdown by technology

Sales by technology (USD bn) 2000 2008 2014E| CAGR 2008-14E
Biotechnology 28 108 169 7.7%
% of total sales 9.0% 16.8% 22.9%
Conventional 222 408 406 -0.1%
% of total sales 71.6% 63.5% 55.0%
Other unclassified sales 60 127 163 4.2%
% of total sales 19.4% 19.8% 22.1%
Total global drug sales 310 643 738 2.3%
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A study by EvaluatePharma shows that the overall pharmaceutical markets is ..however small
expected to grow with 2.3%. This upward trend will be mostly driven by biotech molecules will still
products which are expected to grow at CAGR 7.7% per annum, generating dominate the market

revenues of USD 169bn in 2014E (2008: USD 108bn) rapidly closing the gap on
small molecule drugs. However, despite a dramatic shift towards biotech, the
analysis also illustrates that in overall value terms, small molecule drugs will still
account for the bulk of the overall pharmaceutical market, generating revenues of
USD 406bn in 2014E, compared to USD 169bn for biotech products. (Source:
EvaluatePharma’s World Preview 2014; 17 June 2009).

Treatment Resistant Depression (TRD) market

Evotec is developing the EVT 100 compound family in strategic alliance with EVT101 for treatment
Roche, to be used for treatment-resistant depression. In July 2010, EVT101 resistant depression
entered the start of Phase Il trials.

Treatment resistant depression is used in clinical psychiatry as a term to classify
cases of clinical depression that do not respond to adequate courses of least two
antidepressants. TRD is also known as refractory or intractable depression.

The current patient population being treated for major depressive disorder is The size of the TRD
between 22m and 30m people for the combined United States, United Kingdom market is between 7-
and Japanese markets. The population of TRD sufferers is estimated to be in the 10m people

range of 30-35% of those diagnosed with a major depressive disorder. This brings
the population estimate for TRD to between 7m and 10m within those three
markets mentioned.

Currently, only Eli Lilly's Symbyax (the combination of two active ingredients: TRD market is still
Olanzapine and Fluoxetine) has been approved by the FDA for the treatment of untapped

TRD. However, despite a large market potential and the lack of approved drugs,

Symbyax has not become a blockbuster drug (Sales in 2007: USD 59m, in 2008:

USD 74m), which is mostly explained by considerable side effects associated with

Symbyax. Therefore the market of TRD is still to large extent untapped. In regards

adjunct therapies for TRD, Atypical antipsychotics Abilify from Bristol Myers Squibb

and Seroquel from AstraZeneca have been approved.

Presently there are not that many companies that are engaged in the development Low competition
of drugs for treatment of TRD. Thus the level of competition in development is also threat

low. The table below outlines the competition in the development of NMDA

antagonist drugs to treat TRD. Most of the competition threat arise from other

NMDA antagonist, however, there are also some other new mechanisms in

development. Currently two most advanced programmes in TRD: TC-5214 and

AZD6765 are related to AstraZeneca.

Development of NMDA antagonist drugs

AstraZeneca AZD 6765 Ongoing
Forest RGH 896 Phase Il in neropathic pain No TRD trails
Ketamine Developed for pain Academictrialsin TRD underway

The following table summarises the competition in the development of new
mechanisms to treat TRD.

www.cbseydlerresearch.ag Close Brothers




Evotec AG

@ Close Brothers

Few new mechanisms in clincial development

AstraZenecalTaga TC-5214 A4B2-nicotinic acetylcholine Phase lll initiated as add-on therapy

cept receptor antagonist Phase Il as monotherapy planned in 2010
Planned USfiling as add-on 2H 2012

Roche R0O4917523 mGIuR5 antagonist Phase Il TRD underway

Johnson & JN26489112 Undisclosed (anit-convulsant) TRD study commenced April 2010

Johnson Previously in developmentfor epilepsy

Diabetes market

Diabetes is the syndrome of having excess blood sugar due to low levels of insulin Globally diabetes

or having insulin resistance. Worldwide, diabetes affects ~285 million, or 7%, of the affects ~285m people
adult population, according to the International Diabetes Federation. The primary

factors that contribute to the growth of population that have diabetes are age,

genetics, and obesity. The disease is classified by type 1 and type 2 diabetes.

The diabetes market is characterised by strong competition and is mostly Diabetes market is
dominated by insulin and insulin analogs. The most prominent insulin producer is dominated by insulin
Novo Nordisk which has the biggest market share. However other types of drugs and insulin analogs

such as insulin-sensitizer and other oral antidiabetics have also gained popularity in
diabetes therapeutic area. In the table below we have briefly summarized currently
approved drugs for the treatment of diabetes of both types:

Approved medicines

Sales SEIEH yoy
Manufacturer Drug (Drug class) Diabetes type | Currency] 2009 in bn | 2008 in bn jchange

Modern insulins: Levemir;

NovoMix, NovoRapid Various DKK 21.47 17.32 24.0%
Human Insulins:
Novo Nordisk Insulatard, Actrapid, Mixtard Various DKK 11.32 11.80 -4.1%
GLP 1 agonist: Victoza Various DKK 2.06 184 11.9%
Oral antidiabetics:
Novonorm, Prandimet Various DKK 2.65 239 10.9%
Takeda Actos (Insulin sensitizer)  Typel/Type2 USD 3.80 4.00 -5.0%
Humalog (Insulin) Type 1/ Type 2 USD 1.96 1.74 12.9%
Eli Lilly Humulin (Insulin) Type 1/ Type 2 USD 1.06 1.02 4.0%
with Amylin Byetta (GLP-1 Agonists) Type 2 usD 0.80 0.75 6.0%
Lantus (Insulin) Type 1/ Type 2 EUR 3.08 245 25.7%
Sanofi Aventis Amaryl (Sulfonylurea) Type 2 EUR 0.42 0.38 9.8%
Apidra (Insulin) Type 1/ Type 2 EUR 0.14 0.10 39.8%
Januvia (DPP-4 Inhibitor)  Type 2 usD 1.92 140 37.6%
Merck Janumet (DPP-IV Inhibitor) Type 2 uUsD 0.66 0.35 87.5%
with BMS Glucophage (Biguanide) Type 2 EUR 0.29 0.25 155%
Avandia (Insulin sensitizer) Type 2 GBP 0.46 051 -9.8%
GlaxoSmithKline Avandamet Type 2 GBP 0.27 0.26 4.7%
Type 1 diabetes
Type 1 diabetes, is an autoimmune disease and a metabolic disorder that cannot ~5-10% of diabetics
be prevented and typically begins early in life. About 5-10% of diabetics have type have type 1 diabetes

1 diabetes. Because type 1 is often hereditary, the patient population tends to be
younger. The remaining 90-95% of patients suffers from type 2 diabetes, which is
also known as insulin resistance and is a preventable condition that usually affects
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older, overweight patients. The body is able to produce insulin, but does not
respond to the effects of insulin well.

According to recently published study of GlobalData, the global type 1 diabetes
therapeutics market is valued at USD 2.7bn in 2009. This number is estimated to
grow at ~6% annually for the next seven years to reach USD 4.4bn by 2017E. Main
growth factors are the increase in the average cost of therapy for type 1 diabetes
and increases in the diseased and treatment seeking populations. GlobalData
estimates that the number of type 1 diabetes will increase by 1.2% during the
period 2009-2017, however the average cost of therapy is expected to increase
disproportionally with CAGR of 4.5%. (GlobalData: Type 1 diabetes — Drug pipeline
assessment and market forecast to 2017/ June 2010)

Diabetes type 1 market potential in USD bn

5.0 +
4.0 1 cpGR 6%
3.0 -
2.0 -

1.0 A

0.0 -

2009 2017e
B Type 1 diabetes

Despite the availability of treatment options, diabetes type 1 still has a significant
market potential for new entrants as existing therapies are moderately successful in
meeting the market demand, therefore more convenient novel therapy with higher
efficacy and better adverse effects profiles should exploit the relatively unmet
medical need in this therapeutic area.

@ Close Brothers

Diabetes type 1 market
is expected to grow
with CAGR of ~6%
within 2009-2017E
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Financials

Q1/2010

Income statement

Total group revenues in 1Q/2010 increased by 19% to EUR 9.8m (PY: EUR 8.2m). Strong growth in top
Given that Q1 revenues in 2009 and 2010 did not include any milestone payments line and....

from collaborations, revenues growth was mostly driven by the discovery alliances
business. Gross profit rose even stronger by ~25% to EUR 3.7m (PY: EUR 3.0m),
which corresponds to a gross margin of 37.9% (PY: 36.2%).

As a result of Evotec's “Action Plan 2012”, the company has essentially decreased
operating expenses. A particularly notable improvement was observed with R&D
expenses which decreased by 83% to EUR 1.7m (PY: EUR 10.3m), and SG&A
expenses that declined by 30% to EUR 3.4m (PY: EUR 4.8m). The substantial
decrease in R&D is mainly attributable to the development of the EVT 100
compound family that are now fully funded by Roche, while they were still included
in Evotec's R&D expenses for the majority of 1Q/2009.

Given the strong top-line performance and the significant improvement of cost base --..significant decrease
as well as exceptional items in Q1 2009, Evotec's operating loss for the 1Q/2010 of net losses

decreased by 93% to EUR 1.5m (PY: EUR 201.2m), whereas net loss fell by 94%

to EUR 1.2 m (PY: EUR 21.8 m).

On this basis, liquidity including cash and cash equivalents, investments and
auction rate securities at the end of March remained very strong at EUR 66.8 m (31
Dec 2009: EUR 70.6 m). Going forward, milestone achievements are expected to
further enhance Evotec's financial performance; a strong basis to develop the
Company to profitability by the latest 2012.

C o mp a ngui@ance for 2010

According to Evotec’s guidance, total group revenues before out-licensing income Fair guidance for FY
are expected to grow by at least 15%. SG&A expenses will decrease due to cost 2010
reductions in all parts of the Group. R&D expenses are expected to decrease
considerably from 2009 levels. The Company will focus on key programmes and

targets to invest approx. EUR 10 m in R&D in 2010. As a result, Evotec's Group

operating result before impairment is expected to improve significantly over 2009.

Top-line growth and the adjusted cost base are expected to significantly reduce the

cash requirements compared to the 2009 fiscal year. Consequently, at constant

year-end 2009 currencies, the Company expects to end 2010 with a liquidity of

>EUR 64 m.

Financial forecast

One of the key components of business strategy “Evotec 2012 — Action Plan to Focusing on core
Focus and Grow” is to strengthen the Discovery Alliance Business to generate the business should drive
central strategic vehicle for growth. This implies that stronger focus on Evotec’s the top line

core business which should propel the company’s top line.

For FY 2010E we expect revenue to increase to EUR 50.6m which corresponds to Strong order book
an 18.6% increase. This rapid growth seems realistic given the strongly increased growth

order book, which totalled EUR 37m as of April 2010 (PY: EUR 29m). Projecting

the top line, we assumed that revenues will grow to a CAGR of 15.0% within 2010E

and 2013E.
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The company’s strategy also implies significant reduction of operating expenses.
We expect that Evotec will manage to decrease its R&D expenses down to EUR
10.0m considering that the company has made decisions not to proceed with the
development of its unpartnered drugs with their own financial sources. Therefore
we assume that R&D expenses will not increase significantly in the short and
medium term. In addition, we believe that RSIPL, acquired in 2009 should
significantly contribute the cost structure optimisation in the following years. Thus,
the rapid revenue growth coupled with cost decline should strongly drive the
improvement of operating results and lead to a profitability in 2012E.

Significant reduction
of operating cost

Profitability in 2012E

Key P&L data
2007 2008 20N CAGR 2007-09 o) (o[=S (ol M (-RI0) IV o) k-8l CAGR 2010e-13e

Revenue 54.4 39.6 42.7 -11% 50.6 58.4 67.2 76.1 15%
Cost of revenue 40.9 -22.0 -24.3 -23% -27.8 -30.9 -34.3 -37.3 10%
R&D -36.9 -42.5 -20.9 -25% -10.0 -11.0 -12.3 -13.5 11%
S,G&A -20.9 -20.0 -16.7 -11% -17.7 -17.5 -18.2 -18.3 1%
EBITDA -47.2 -68.4 -38.2 n.m. -3.2 1.0 4.8 9.4 n.m.
EBIT -55.8 -73.2 -42.3 n.m. -5.3 -1.4 2.2 6.7 n.m.
Net result -11.2 -78.3 -45.5 n.m. 5.1 -1.3 2.0 54 n.m.

Projection of EBIT, net result and EBIT margin for 2010-13e

80 1 6.7 L 19%
6.0 - 5.4
L 14%
40 -
F 9%
m— EBIT
== Netresult [ 4%
EBIT margin 2 2013e L -1%
- -6%
-6.0 - 537 -51 - -11%
-10%
It should also be noted that adhering to conservative approach we did not include Milestones and royalty
any potential milestones nor royalty payments in our revenues estimates. payments represent
Furthermore, it is realistic to expect that Roche will utilize the EUR 65m option after further upside

the completion of the Phase Il study with EVT 101, and Evotec may receive a USD
65m lump-sum payment from Roche. Therefore both sales and earnings might be
significantly higher than our estimates. However, we did not include this USD 65m
in our revenue projection leaving it for upside.

Margins projection

Cost of revenue 75% -55% -57% -55% -53% -51% -49%
R&D -68% -107% -49% -20% -19% -18% -18%
S,G&A -39% -50% -39% -35% -30% -27% -24%
EBITDA -87% -173% -90% -6% 2% 7% 12%
EBIT -103%  -185% -99% -10% -2% 3% 9%
Net result -21%  -198% -107% -10% -2% 3% 7%
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Liquidity
According to our estimation the cash burn in 2010E is expected to decrease from Cash sustainability
EUR 23.9m in 2009 to EUR 17.7m in 2010E. In 2011E we expect cash burn to be from 2011 onwards

almost neutralized totaling to ~EUR 1.8m. With this cash burn projection we expect
the company’s liquidity (Evotec’s cash and cash equivalents, available for sale
financial assets and non-current financial assets) to amount to ~EUR 63.5m in FY
2010E (Company’s guidance: >EUR 64m). Overall we expect that company will
achieve cash sustainability from 2011E onwards.

Cash flow metrics

Cash flow from operating activity —31 7 -41. 3 -21. 9 -6.5 -0.1

Net capital expenidutres 213 61.0 2.1 -5.2 -2.7 -2.6 -2.7
Cash flow from financing activity -1.0 -4.3 15 -0.2 0.0 0.0 0.0
Cash equivalents and available-for-sale financial assets 93.7 84.1 58.4 50.1 47.2 48.6 535
Cash burn rate 104 0.0 23.9 11.8 2.9 0.0 0.0

Costs development and cash burn
450 7 409 425
40.0

35.0

30.0
mmmm Costofrevenue 25.0

m— RED 200
S G&A 15.0
Cashburn rate 10.0

5.0
0.0

2007 2008 2009 2010e 2011e 2012e 2013e
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Appendix

Profit and loss account

IFRS EUR 1,000 2008 2009 2010E 2011E 2012E

Total revenues 39,613 42,683 50,618 58,382 67,224
YoY growth -27.2% 7.7% 18.6% 15.3% 15.1%
Cost of revenue -21,977 -24,262 -27,840 -30,943 -34,284
as % of sales -55.5% -56.8% -55.0% -53.0% -51.0%
Gross profit 17,636 18,421 22,778 27,440 32,940
as % of sales 44.5% 43.2% 45.0% 47.0% 49.0%
Research and development expenses -42,537 -20,947 -10,000 -11,000 -12,302
as % of sales -107.4% -49.1% -19.8% -18.8% -18.3%
Selling, general and administrative (S,G&A) -19,950 -16,695 -17,716 -17,515 -18,150
as % of sales -50.4% -39.1% -35.0% -30.0% -27.0%
Other operating expenses -28,359 -23,078 -355 -314 -329
as % of sales -71.6% -54.1% -0.7% -0.5% -0.5%
EBITDA -68,404 -38,234 -3,188 987 4,804
as % of sales -172.7% -89.6% -6.3% 1.7% 7.1%
Depreciation and amortisation -4,806 -4,065 -2,105 -2,376 -2,645
as % of sales -12.1% -9.5% -4.2% -4.1% -3.9%
EBIT -73,210 -42,299 -5,293 -1,389 2,159
as % of sales -184.8% -99.1% -10.5% -2.4% 3.2%
Net financial results -2,760 -2,520 214 78 35
EBT (Earnings before income taxes) -75,970 -44,819 -5,079 -1,311 2,194
as % of sales -191.8% -105.0% -10.0% -2.2% 3.3%
Income taxes -2,317 -678 0 0 -219
as % of EBT 3.0% 1.5% 0.0% 0.0% -10.0%
Net income/loss -78,287 -45,497 -5,079 -1,311 1,974
as % of sales -197.6% -106.6% -10.0% -2.2% 2.9%
Shares outstanding (in tsd.) 95,199 106,846 110,351 112,839 112,839
Basic earnings per share (EUR) -0.82 -0.43 -0.05 -0.01 0.02
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Balance Sheets

IFRS EUR 1,000 2008 2009 2010E 2011E 2012E

Assets
Noncurrent assets 89,822 77,642 77,556 77,898 77,808
as % of total equity and liabilities 49.1% 53.0% 55.9% 56.6% 55.7%
Property, plant and equipment 18,468 19,162 18,554 19,210 19,449
Total intangible assets 60,455 45,567 45,570 45,256 44,927
Other assets 10,899 12,913 13,432 13,432 13,432
Current assets 93,078 68,957 61,185 59,670 61,920
as % of total equity and liabilities 50.9% 47.0% 44.1% 43.4% 44.3%
Cash and cash equivalents 29,034 32,926 20,951 18,090 19,409
Investments 55,064 25,432 29,149 29,149 29,149
Trade accounts receivables 2,531 4,510 4,022 4,799 5,470
Inventories 2,139 2,425 2,644 3,013 3,273
Current tax receivables 1,373 347 619 619 619
Other current financial assets 951 1,428 1,800 2,000 2,000
Prepaid expenses and other current assets 1,986 1,889 2,000 2,000 2,000
Total assets 182,900 146,599 138,741 137,568 139,728

Shareholders” equity and liabilities

Shareholders” equity 149,859 111,487 106,408 105,097 107,071
as % of total equity and liabilities 81.9% 76.0% 76.7% 76.4% 76.6%
Share capital 108,839 108,839 108,839 108,839 108,839
Additional paid-in capital 647,163 648,417 648,417 648,417 648,417
Accumulated other comprehensive income -32,762 -27,478 -24,615 -24,615 -24,615
Accumulated deficit -573,381  -618,904  -626,897 -628,208 -626,234
Equity attributable ro shareholders of Evotec 149,859 110,874 105,744 104,433 106,407
Minority interests 0 613 664 664 664

Current liabilities 21,826 26,445 23,807 23,945 24,132
as % of total equity and liabilities 11.9% 18.0% 17.2% 17.4% 17.3%
Current maturities of long-term loans 2,579 9,087 9,087 9,087 9,087
Current portion of finance lease obligations 356 229 189 189 189
Trade accounts payable 6,371 4,398 5,720 6,358 7,045
Accounts payable to related parties 820 837 837 837 837
Advanced payments received 275 129 460 460 460
Provisions 6,859 4,858 2,000 2,000 2,000
Deferred revenue 1,238 5,483 4,000 3,500 3,000
Current income tax payable 1,719 244 100 100 100
Other current financial liabilities 609 485 472 472 472
Other current liabilities 1,000 695 942 942 942

Noncurrent liabilities 11,215 8,667 8,526 8,526 8,526
as % of total equity and liabilities 6.1% 5.9% 6.1% 6.2% 6.1%
Long-term loans 8,047 3,757 3,616 3,616 3,616
Long-term finance lease obligations 346 132 108 108 108
Deferred tax liabilities 1,463 1,977 1,977 1,977 1,977
Deferred revenue 580 1,969 2,000 2,000 2,000
Provisions 779 832 825 825 825

Total equity and liabilities 182,900 146,599 138,741 137,568 139,728
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Cash flow statement

IFRS EUR 1,000 2008 2009 2010E 2011E 2012E
Net result -78,287 -45,497 -5,079 -1,311 1,974
Depreciation and amortisation of tangible and intangible assets 4,806 4,065 2,105 2,376 2,645
Impairment of tangible and intangible assets 27,583 18,316 0 0 0
Adj. to reconcile net loss to net cash used in operating activities 5,057 4,410 -214 -78 -35
Changes in asses and liabilities -1,721 -1,209 -3,421 -1,209 -745
Interset paid received 2,116 -29 214 78 35
Taxes paid -832 -1,909 -144 0 0
Net cash used in operating activities -41,278 -21,853 -6,540 -143 3,874
Net cash provided by investing activities 61,049 -2,077 5,217 -2,718 -2,556
Net cash provided by financing activities -4,309 1,520 -218 0 0
Decrease/Increase in Cash and Cash equivalents 15,462 -22,410 -11,975 -2,861 1,319
Exchange rate difference 1,611 272 0 0 0
Cash and cash equivalents at the beginning
of the year 37,991 55,064 32,926 20,951 18,090
Cash and cash equivalents at year’s end 55,064 32,926 20,951 18,090 19,409
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Disclaimer and statement according to § 34b German Securities Trading Act
(0OWertpapi er hand eins combiaatiow )with the provisions on financial analysis
(0OFinanzanalrydsneumneggré Fi nAnV)

This report has been prepared independently of the company analysed by Close Brothers Seydler Research AG
and/ or its cooperation partners and the analyst(s) mentioned on the front page (hereafter all are jointly and/or
individually called the ‘author’). None of Close Brothers Seydler Research AG, Close Brothers Seydler Bank AG or
its cooperation partners, the Company or its shareholders has independently verified any of the information given
in this document.

Section 34b of the German Securities Trading Act in combination with the FinAnV requires an enterprise preparing
a security analysis to point out possible conflicts of interest with respect to the company that is the subject of the
analysis.

Close Brothers Seydler Research AG is a majority owned subsidiary of Close Brothers Seydler Bank AG (hereafter
‘CBS’). However, Close Brothers Seydler Research AG (hereafter "CBSR’) provides its research work
independent from CBS. CBS is offering a wide range of Services not only including investment banking services
and liquidity providing services (designated sponsoring). CBS or CBSR may possess relations to the covered
companies as follows (additional information and disclosures will be made available upon request):

a. CBS holds more than 5% interest in the capital stock of the company that is subject of the analysis.

b. CBS was a participant in the management of a (co)consortium in a selling agent function for the issuance of
financial instruments, which themselves or their issuer is the subject of this financial analysis within the last
twelve months.

c. CBS has provided investment banking and/or consulting services during the last 12 months for the company
analysed for which compensation has been or will be paid for.

d. CBS acts as designated sponsor for the company's securities on the basis of an existing designated
sponsorship contract. The services include the provision of bid and ask offers. Due to the designated
sponsoring service agreement CBS may regularly possess shares of the company and receives a
compensation and/ or provision for its services.

e. The designated sponsor service agreement includes a contractually agreed provision for research services.

CBSR and the analysed company have a contractual agreement about the preparation of research reports.

CBSR receives a compensation in return.

g. CBS has a significant financial interest in relation to the company that is subject of this analysis.

—

In this report, the following conflicts of interests are given at the time, when the report has been published: d, f

CBS and/or its employees or clients may take positions in, and may make purchases and/ or sales as principal or
agent in the securities or related financial instruments discussed in this analysis. CBS may provide investment
banking, consulting, and/ or other services to and/ or serve as directors of the companies referred to in this
analysis. No part of the authors compensation was, is or will be directly or indirectly related to the
recommendations or views expressed.

Recommendation System:
Close Brothers Seydler Research AG uses a 3-level absolute share rating system. The ratings pertain to a time
horizon of up to 6 months:

BUY: The expected performance of the share price is above +10%.
HOLD: The expected performance of the share price is between 0% and +10%.
SELL: The expected performance of the share price is below 0%.

Recommendation history over the last 12 months for the company analysed in this report:

Date Recommendation Price at change date Price target

30 July 2010 BUY (Initiating Coverage) EUR 2.00 EUR 2.80

Risk-scaling System:
Close Brothers Seydler Research AG uses a 3-level risk-scaling system. The ratings pertain to a time horizon of
up to 6 months:

LOW: The volatility is expected to be lower than the volatility of the benchmark
MEDIUM: The volatility is expected to be equal to the volatility of the benchmark
HIGH: The volatility is expected to be higher than the volatility of the benchmark

The following valuation methods are used when valuing companies: Multiplier models (price/earnings, price/cash
flow, price/book value, EV/Sales, EV/EBIT, EV/EBITA, EV/EBITDA), peer group comparisons, historical valuation
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approaches, discounting models (DCF, DDM), break-up value approaches or asset valuation approaches. The
valuation models are dependent upon macroeconomic measures such as interest, currencies, raw materials and
assumptions concerning the economy. In addition, market moods influence the valuation of companies.

The figures taken from the income statement, the cash flow statement and the balance sheet upon which the
evaluation of companies is based are estimates referring to given dates and therefore subject to risks.

These may change at any time without prior notice.

The opinions and forecasts contained in this report are those of the author alone. Material sources of information
for preparing this report are publications in domestic and foreign media such as information services (including but
not limited to Reuters, VWD, Bloomberg, DPA-AFX), business press (including but not limited to Bérsenzeitung,
Handelsblatt, Frankfurter Allgemeine Zeitung, Financial Times), professional publications, published statistics,
rating agencies as well as publications of the analysed issuers. Furthermore, discussions were held with the
management for the purpose of preparing the analysis. Potentially parts of the analysis have been provided to the
issuer prior to going to press; no significant changes were made afterwards, however. Any information in this
report is based on data considered to be reliable, but no representations or guarantees are made by the author
with regard to the accuracy or completeness of the data. The opinions and estimates contained herein constitute
our best judgment at this date and time, and are subject to change without notice. Possible errors or
incompleteness of the information do not constitute grounds for liability, neither with regard to indirect nor to direct
or consequential damages. The views presented on the covered company accurately reflect the personal views of
the author. All employees of the author's company who are involved with the preparation and/or the offering of
financial analyzes are subject to internal compliance regulations.

The report is for information purposes, it is not intended to be and should not be construed as a recommendation,
offer or solicitation to acquire, or dispose of, any of the securities mentioned in this report. Any reference to past
performance should not be taken as indication of future performance. The author does not accept any liability
whatsoever for any direct or consequential loss arising from any use of material contained in this report. The report
is confidential and it is submitted to selected recipients only. The report is prepared for professional investors only
and it is not intended for private investors. Consequently, it should not be distributed to any such persons. Also,
the report may be communicated electronically before physical copies are available. It may not be reproduced (in
whole or in part) to any other investment firm or any other individual person without the prior written approval from
the author. The author is not registered in the United Kingdom nor with any U.S. regulatory body.

It has not been determined in advance whether and in what intervals this report will be updated. Unless otherwise
stated current prices refer to the closing price of the previous trading day. Any reference to past performance
should not be taken as indication of future performance. The author maintains the right to change his opinions
without notice, i.e. the opinions given reflect the author’s judgment on the date of this report.

This analysis is intended to provide information to assist institutional investors in making their own investment
decisions, not to provide investment advice to any specific investor.

By accepting this report the recipient accepts that the above restrictions are binding. German law shall be
applicable and court of jurisdiction for all disputes shall be Frankfurt am Main (Germany).

This report should be made available in the United States solely to investors that are (i) "major US institutional
investors" (within the meaning of SEC Rule 15a-6 and applicable interpretations relating thereto) that are also
"qualified institutional buyers" (QIBs) within the meaning of SEC Rule 144A promulgated by the United States
Securities and Exchange Commission pursuant to the Securities Act of 1933, as amended (the "Securities Act") or
(ii) investors that are not "US Persons" within the meaning of Regulation S under the Securities Act and applicable
interpretations relating thereto. The offer or sale of certain securities in the United States may be made to QIBs in
reliance on Rule 144A. Such securities may include those offered and sold outside the United States in
transactions intended to be exempt from registration pursuant to Regulation S. This report does not constitute in
any way an offer or a solicitation of interest in any securities to be offered or sold pursuant to Regulation S. Any
such securities may not be offered or sold to US Persons at this time and may be resold to US Persons only if
such securities are registered under the Securities Act of 1933, as amended, and applicable state securities laws,
or pursuant to an exemption from registration.

This publication is for distribution in or from the United Kingdom only to persons who are authorised persons or
exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom or
any order made there under or to investment professionals as defined in Section 19 of the Financial Services and
Markets Act 2000 (Financial Promotion) Order 2005 and is not intended to be distributed or passed on, directly or
indirectly, to any other class of persons.

This publication is for distribution in Canada only to pension funds, mutual funds, banks, asset managers and
insurance companies.

The distribution of this publication in other jurisdictions may be restricted by law, and persons into whose
possession this publication comes should inform themselves about, and observe, any such restrictions. In
particular this publication may not be sent into or distributed, directly or indirectly, in Japan or to any resident
thereof.
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