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Solid business development, but sales lag behind

Genetic Analysis (GA) reported its 4Q results on February 17t. Total
revenue was close to our estimates, but EBIT and net earnings slightly
missed our forecast. The company has announced several good
operational, organisational and product developments in the quarter.
However, due to lagging sales and looming financing needs in the short
term, we estimate a fair value range for GA’s shares at NOK 1.0-4.3/sh
(previous NOK 1.5-5.5/sh).

Financial results slightly below estimates

4Q sales revenue arrived at an all-time high of NOK 3.5m, but still lower
than our expected NOK 6m. However, the total revenue of NOK 5.7m was
aided by NOK 2.6m received from research work and grants. This is an
improvement in QoQ, but a dip compared to the period a year before.
Overall, FY22 revenues grew by 55%. EBIT came in at NOK -7.8, below our
estimates of NOK -6.4. This was in part caused by an increase in personnel
costs and no capitalization of development costs in the year. In the quarter
GA moved into new tailor-made offices in Oslo. The new leasing contract is
in place until the end of 2028 and added NOK ~7m to PPE and lease
liabilities.

4Q/22 results 4Q/21 3Q/22 4Q/22 4Q/22e Deviation
NOKm Reported Norne

Sales revenue 2.8 22 3.5 6.0 -42%
Other revenue 4.8 2.6 2.2 0.0 nm
EBIT -71 -6.7 -7.8 -6.4 nm
EPS rep. -0.28 -0.27 -0.31 -0.26 nm

Expansion into Asia going well

Most of GA’s sales are currently in the U.S. and European markets, but GA is

also swiftly expanding in Asia:

e Atthe end of last year, GA became the first provider of CE-IVD marked
standardized gut microbiome test in Thailand. This was achieved by
partnering with a Bangkok-based medical technology company
Hausen Bernstein Co. Ltd. Additionally, later this year, the GA-map®
Dysbiosis Test has been granted a licence from the Thailand Food and
Drug Administration. This will allow GA‘s offering to reach public and
clinical laboratories in Thailand from 1Q23.

e In January, GA expanded into India by entering into a tech transfer
agreement with Mumbai-based Microbiome Research Pvt. Ltd.
(MRPL). MRPL will launch a test service portfolio based on the GA-
map® Dysbiosis Test - making it the first CE-IVD marked standardized
gut microbiome test on the Indian market. The commercial launch is
expected in 2Q23.

Lower mid-term estimates and financing crunch in the near term

Even though the company is expanding decently into new geographies,
and is showing good progress in its organization and product
development, the company has been showing subpar sales and
profitability results. Following this, we slightly reduce near-term revenue
estimates. Additionally, the company has stated it will need to raise capital
this year, for which we expect a private placement to ensue. Following this,
we lower our Genetic Analysis share fair value range to NOK 1.0-4.3/sh
(from NOK 1.5-5.5/sh).
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Valuation

Genetic Analysis valuation Due to the services being Paid Research, Norne Securities will, under

current legislation, not provide a specific research recommendation with

Bear Base Bull , . . . .
] respect to GA’s shares, but will provide a fair value estimate range, from
Valuation 1.0 27 43 conservative to optimistic, in accordance with market practice for such

research.

Premium (-) /
-51% 35% 115%

Discount (+) For our base case estimates, we cautiously expect that GA will bring in
NOK 30m in 2023, NOK 60m in 2024 and NOK 75m in 2025. We project the
company to have positive EBIT from the second half of 2024. For revenue
growth in 2026-2027, we see the overall microbiota market compound
annual growth rate (CAGR) at 20% as a good projection. Afterwards, the
growth is projected to slow down by 5%p each year, reaching 5% in 2030.

Genetic Analysis had an average gross margin of 75% for 2017-2021 and
expects a stable gross margin of around 70%. Wages are the largest
expense for Genetic Analysis, and we predict that expenses for the
company’s skilled workforce will grow by 6% per year. Other operational
costs (excluding IPO costs) are projected to grow at 5% for the foreseeable
periods. Additionally, in our modelling, an issue of 22m new shares at a
placement price of NOK 1.60/sh is assumed, bringing in a total of
NOK 35.2m in gross proceeds.

These estimates would return a fair value of NOK 2.7/sh. using a
Discounted Cash Flow valuation with long-term growth of 2.5% and a
weighted average cost of capital of 15.5%.

DCF model
\[o] i} 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
Revenues 30 60 75 90 108 124 137 143
EBIT -25 -4 5 13 24 34 40 42
Tax on EBIT 0 0 -1 -3 -5 -7 -9 -9
NOPLAT (+) -25 -4 4 10 19 26 31 32
Depreciation & amortization (+) 5 5 5 5 5 5 5 5
Capital expenditure (-) -4 -4 -4 -4 -4 -4 -4 -4
Change in working capital (- or +) -10 -16 -2 -7 -8 -7 -6 -3
Free Cash Flow to the Firm -33 -19 3 5 12 20 27 31
NPV of FCFF -29 -14 2 3 6 9 10 10
Debt ratio 5.0% Net debt* -53 L.t. growth 2.5%
Cost of debt (after tax) 5.0% Minority interest 0 Tax rate 22%
NPV cash flow # shares, m* 46.9
Risk free rate 4.0% 2023E - 2030E -4 *Including PP of 22m shares
Beta 2.0 2031E - 77 @NOK 1.6/sh in 2023
Market risk premium 6.0% Total NPV cash flow 73
Cost of equity 16.1% Equity value 126
WACC 15.5% Value per share, NOK 2.70

*Including NOK 35.2m from Private Placement
Sensitivity analysis

NOK/share L.t. growth rate
1.5% 2.0% 2.5% 3.0% 3.5%
14% 3.0 3.1 3.2 3.3 3.4
[3) 15% 2.7 2.8 2.8 2.9 3.0
2 16% 2.6 2.6 2.7 2.8 2.8
3 17% 2.2 2.3 2.3 2.4 2.4
18% 2.1 2.1 2.1 2.2 2.2
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Scenarios

For our Bull case scenario valuation, we assume Genetic Analysis will
manage to accelerate its sale development in the US, EU and Asian
markets. With this progress, the company would be accelerating sales and
growing revenues faster and we forecast NOK 42m for 2023, NOK 68m for
2024 and NOK 85m in 2025. Just like in the base case, in 2026-2027 we
forecast revenue growth of 20%, afterwards, the growth is projected to
slow down by 5%p each year, reaching 5% in 2030. Following upward
revisions, GA would most likely need less funding in 2023, and the
assumption of 22m new shares decreases to 16m. In this scenario, we
obtain a fair value for Genetic Analysis shares of NOK 4.3/sh.

Genetic Analysis bull case estimates
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Our Bear case scenario assumes that Genetic Analysis will not sustain a
revenue growth that is forecasted as the CARG of the market and our base
case scenario. For the years 2025-2028, we predict that turnover will be
growing at a reduced rate of 15% per year, the lowest estimated CAGR from
our collected microbiome market projections. Afterwards, the growth is
projected to slow down by 5%p each year, reaching 5% in 2030. At the same
time, we estimate higher operational costs, rising by 5%p from our base
case to 10% yearly growth. With both revenue and cost amendments to our
model, the valuation of the share price of Genetic Analysis is brought down
to NOK 1.0/sh.

Genetic Analysis bear case estimates
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Annual financial data, base case
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Profit & Loss (NOKm) 2023E
Revenues 4 7 6 7 11 30
Other income 1 11 2 7 10 -
COGS -2 -2 -1 -1 -4 -7
Wages -13 -14 -16 -23 -25 -27
Other operational costs -8 -6 -6 -14 -15 -15
EBITDA -18 -4 -16 -24 -23 -19
Depreciation -2 -2 -5 -5 -5 -5
Adj. EBIT -20 -7 -21 -29 -28 -25
Non-recurring costs - - -1 - - -
EBIT -20 -7 -22 -29 -28 -25
Net financial items -3 -0 -0 -0 -0 -1
Pretax profit -22 -7 -22 -29 -28 -25
Minority interest - - - - - -
Taxes - - - - - -
Net profit -22 -7 -22 -29 -28 -25
EPS rep. (NOK) -0.33 -0.10 -0.21 -143 -1.13 -0.68
EPS adj. (NOK) -0.25 -0.10 -0.20 -1.43 -1.13 -0.68
Margins
Operating margin nm nm nm nm nm nm
ROE nm nm nm nm nm nm
ROCE nm nm nm nm nm nm
Tax rate 0% 0% 0% 0% 0% 0%
Growth rates (YoY)
Operating revenues 196% 68% nm 18% 64% 169%
EBIT (adj) 15% nm >100% 40% nm nm
EPS (adj) 17% nm 99% >100% nm nm
Balance sheet (NOKm) 2021 2023E
Intangible assets 19 26 26 24 21 21
PP&E 1 3 2 2 8 8
Fixed assets 20 29 28 26 29 29
Financial assets - - - - - -
Long term assets 20 29 28 26 29 29
Inventories o 1 2 2 2 2
Accounts receivable 6 12 2 8 8 15
Cash and cash equivalents 20 4 24 47 25 25
Current assets 26 17 28 58 35 43
Total assets 46 46 56 83 64 72
Shareholders equity 39 34 47 72 44 54
Long-term liabilities 2 3 1 7 7
Accounts payable 1 1 2 2 5 2
Other short term liabilities 5 8 6 8 8 8
Current liabilities [ 9 8 10 13 10
Total liabilities and equity 46 46 56 83 64 72
Working Capital 5 12 2 8 5 16
Net IB debt -18 -1 -23 -45 -25 -24
Capital employed 41 36 48 74 51 62
Net IB debt / equity -47% -4% -49% -63% -56% -45%
Equity / total assets 83% 74% 84% 86% 69% 76%
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Cash flow (NOKm)

Pre-tax Profit (loss)

Depreciation & Amortization

Stock options

Taxes paid

Loss from disposal of listed equity securities
Cash earnings in operations

Changes in Inventory

Changes in trade receivables
Changes in trade payables
Changes in other current items
Cash flow from operating activities

Purchase of property, plant and equipment
Purchase of intangible assets
Payments from disposal of listed equity securities

Cash flow from investing activities

Free cash flow

Repayment of borrowings

New share issues & share buy-backs (+/-)
Installments on leasing liabilities

Cash flow from financing activities

Change in Cash and Cash Equivalents

Share data
Shares outstanding, year end (mill.)

Share price, year end (NOK)

Market cap (NOKm)
Enterprise value (NOKm)

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

2018
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2018
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-18

-0.33
-0.25
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6
2

2020
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5
1
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24.916
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110
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-1.43
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30

0.50
0.50

2028E
33

26

2028E

24.916

1.74

52
5

0.70
0.70

Valuation 2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E 2028E

EV/Sales
EV/EBITDA
EV/EBIT (adj)

P/E (adj)

P/B (excl. goodwill)

Growth (YoY)
Revenues

EBITDA

EBIT (adj)

Pre-tax profit (rep)
Net profit (adj)
EPS (rep)

EPS (adj)

Margins
EBITDA (adj)
EBIT (adj)
Pre-tax profit
Net profit (adj)
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149 %
142 %
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0.3
1.0
13
3.5
0.5

2027E
20%
59%
81%
85%
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85%
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2027E
271 %
224 %
218 %
218 %

0.0
0.1
0.1
25
0.4

2028E
15%
32%
38%
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39%
39%
39%

2028E
311%
270%
26.5%
26.5%

Profitability
ROE

ROCE
Dividend yield
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Valuation

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

Risks

The main risks to our target price on Genetic Analysis:

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

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

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

Delays and increased development costs - Cost planning
related to the development of new biomarkers is difficult to
forecast accurately, and delays may add significant costs.
Financing risks - Until the Company becomes profitable,
additional funding either through additional share issuance or
debt will have to be secured in the near future.

Sources

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

Page 6 of 8


mailto:kundeservice@norne.no
http://www.norne.no/

DISCLOSURES AND DISCLAIMER

STANDARDS AND SUPERVISORY AUTHORITY

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

DISCLAIMER

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

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

DISCLOSURE OF INTERESTS

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

PREVENTING CONFLICTS OF INTEREST

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

POTENTIAL CONFLICTS OF INTEREST

This report is paid for by the company covered in it

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

Share holdings of Norne employees in Genetic Analysis:

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

o O ©o o

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

VALUATION

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

CAUTIONARY NOTE REGARDING RISK

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

pricing environment, fluctuations in currency exchange rates and interest rates and other factors. Should one or more of these risks
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or uncertainties materialise, or should underlying assumptions prove incorrect, actual results may vary materially from those
described in this document. Past performance is not a guide to future performance. Investing in securities may result in a loss of all or
part of the investment.

DISTRIBUTION RESTRICTIONS

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

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

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