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Osprey Med Inc (OSP)

Rating: Buy | Risk: High | Price Target: S0.70

Osprey Medical; The Next Nanosonics? Or is it Better?

Key Information Event

i;;:e_::rzgf(;r(iizs()sps) 8"7‘; The similarities between OSPs current commercial position and where Nanosonics (NAN)
52 Week Range ($ps) 0.20-0.50 was 5 years ago are strong and com.pelllng. Since the:rf NAN has contllnugc.j to galr.1 market
Target Price Upside (%) 68.7% acceptance across global markets, is cash flow positive and most significantly its share
TSR (%) 68.7% price has increased by a factor of 6x! We look at the similarities between OSP and NAN,
Reporting Currency usb and the possible implications for OSP over the next few years. Our OSP forecasts, TP
Market Cap ($m) 107.0 ($0.70) and BUY rating remain unchanged.

Sector Health Care

Avg Daily Volume (m) 0.1 . .

ASX 200 Weight (%) 0% Highlights

o Compelling similarities. Both OSP and NAN are in the process of commercialising
unique FDA approved medical devices. We estimate NAN is five years in front of OSP.

Fundamentals

YE 30 Dec (USD FY16A FY17E FY18E FY19E

Sales ($m)( ) 06 42 10.2 18.0 Five years ago NANs share price, primarily in reaction to sales traction, began to rally
NPAT ($m) (117)  (13.9) (9.1) 03 from a capitalisation of $131m; today it is capitalised at ~$1bn. In Fig 1 we compare key
EPS (cps) (4.6) (5.4) (3.5) 0.1 metrics; OSP looks better! In Fig 2 we show NAN’s share price performance.

EPS Growth (%) 42.3% (18.7%) 34.6% 103.7%

DPS (cps) (AUD) 0.0 0.0 0.0 0.0 f . Nanosonics in 2012 (a

Franking (%)

. Market Cap A$mn 131 107
Ratios Cash A$mn 29.3 21.9
YE 30 Dec FY1I6A  FY17E  FY18E FY19E Sales forecast FY1 A$mn 16.4 10.2
P/E (x) (73) (570 (87) nm Quarters of positive traction No. 6 10
EV/EBITDA (x) (55)  (49)  (87) 2085 FY2 sales growth % 45% 75%
Div Yield (%) 0.0% 0.0% 0.0% 0.0% NPAT forecast FY1 $mn 5.8 9.1

i (0 o, o o, o - -
Payout Ratio (%) 0.0% 0.0% 0.0% 0.0% Years to first positive cashflow  No. 3 2
Price Performance US addressable mkt pa. US$bn ~0.5 1.1to 1.4
YE 30 Dec 1Mth  2Mth 3 Mth 1vr Global mkt pa. USs$bn ~1.8 2.2t02.8
Relative (%) (10.8%)  (5.7%) (10.5%) 47.2% Gross profit margin % ~65% ~80%
Absolute (%) (11.7%) (4.0%) (7.8%) 56.6%
Benchmark (%) (0.9%) 1.7% 2.7% 9.4%
0.55 - Figure 2: Nanosonics took off when it demonstrated market acceptance
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Brandon Capital Partners 23.5% Jan07 Jan0s Jan02 JanlD Janll Janl2 Janl3 Janld JanlS Janls
Talu Ventures 13.2%
Kinetic Investment Management 9.8%

e OSP is showing similar sales traction to what NAN experienced. OSP has now reported
10 consecutive quarters of growth (units sold and samples) with 1Q17 delivering sales
growth of 28%. OSP’s original sales territory in San Antonio, Texas is now profitable, as
is Atlanta, Georgia and a number of its later territories are growing quicker than San
Antonio did. It is now putting additional sales reps on in new territories (19 going to 27
by the end of CY17). The quality of reps joining is also high, as it was with NAN (reps are
not silly they know what they can sell!), which is another flag to investors.

e Is OSP an even better opportunity? OSPs addressable market is larger (the US alone is
Darren Vincent | Senior Analyst estimated at USD1.1 to USD1.4) and its gross margins at ~¥80% are higher than NANs.
+612 9238 1269

dvincent@shawandpartners.com.au Recommendation

Now is the time to BUY OSP. It has shown market acceptance, its risk profile is diminishing

Matthew Johnston | Associate Analyst and its market capitalisation is yet to fully recover from its misunderstood trial data. But
+61292381311 that is history, looking forward as OSP continues to demonstrate sales growth and move
mjohnston@shawandpartners.com.au through profitability we expect its share price to push back towards our 12 month TP. BUY.
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Osprey Med Inc

Health Care

Health Care Equipment & Services
FactSet: OSP-AU / Bloomberg: OSP AU

Financial Year End: 30 December

ShawandPartners

Key Items Data
Recommendation BUY
Risk HIGH
Price (Sps) 0.42
Target Price ($ps) 0.70
52 Week Range (Sps) 0.20-0.50
Shares on Issue (m) 257.7
Market Cap ($m) 107.0
Enterprise Value ($m) 97.0
TSR (%) 68.7%
Valuation NPV Data
Beta 1.60
Cost of Equity (%) 14.9%
Cost of Debt (net) (%) 5.5%
Risk Free Rate (%) 5.3%
WACC (%) 14.9%

Company Description

Osprey Medical, Inc. focuses on the development and
commercialization of its proprietary products for the
prevention of Contrast Induced Nephropathy (CIN). The
company's Medical product, the AVERT System, is
designed to reduce the amount of dye (contrast) injected
into patients during standard cardiovascular procedures.
Contrast Induced Nephropathy (CIN) is a form of kidney
damage caused by the toxic effects of dyes used by
cardiologists to x-ray the heart and blood vessels during
commonly performed heart procedures such as
angioplasty and stenting. Reducing the amount of dye
injected may be beneficial to patients with pre-existing
chronic kidney disease as it is designed to protect them
from additional kidney damage known as Contrast Induced
Nephropathy (CIN). Dye is routinely used to x-ray the heart
during angioplasty and stenting procedures. Osprey
Medical was founded by Frank Solomon and James Edward
Shapland on August 31, 2005 and is headquartered in Eden
Prairie, MN.
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Source: Shaw Research

Investment Summary (USD) FY15A  FY16A FY17E FY18E FY19E
EPS (Reported) (cps) (7.9) (4.6) (5.4) (3.5) 0.1
EPS (Underlying) (cps) (7.9) (4.6) (5.4) (3.5) 0.1
EPS (Underlying) Growth (%) (18.6%) 42.3% (18.7%) 34.6% 103.7%
PE (Underlying) (x) (2.7) (7.3) (5.7) (8.7) nm
EV / EBIT (x) (1.7) (5.5) (4.9) (8.7) 208.5
EV / EBITDA (x) (1.7) (5.5) (4.9) (8.7) 208.5
DPS (cps) (AUD) 0.0 0.0 0.0 0.0 0.0
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Franking (%)

Payout Ratio (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Profit and Loss (USD) (m) FY15A FY16A FY17E FY18E FY19E
Sales 0.2 0.6 4.2 10.2 18.0
Sales Growth (%) 2,142.1% 238.1% 617.8% 142.9% 76.5%
Other Operating Income 0.0 0.0 0.0 0.0 0.0
EBITDA (12.2) (11.7) (14.5) (9.4) 0.4
EBITDA Margin (%) nm nm nm (92.2%) 2.2%
Depreciation & Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT (12.2) (11.7) (14.5) (9.4) 0.4
EBIT Margin (%) nm nm nm (92.2%) 2.2%
Net Interest 0.1 0.0 0.6 0.3 (0.1)
Pretax Profit (12.2) (11.7) (13.9) (9.1) 0.3
Tax 0.0 0.0 0.0 0.0 0.0
Tax Rate (%) (0.0%) (0.0%) 0.0% 0.0% 0.0%
Minorities 0.0 0.0 0.0 0.0 0.0
NPAT Underlying (12.2) (11.7) (13.9) (9.1) 0.3
Significant Items 0.0 0.0 0.0 0.0 0.0
NPAT Reported (12.2) (11.7) (13.9) (9.1) 0.3
Cashflow (USD) (m) FY15A FY16A FY17E FY18E FY19E
EBIT (12.2) (11.7) (14.5) (9.4) 0.4
Tax Paid 0.0 0.0 0.0 0.0 0.0
Net Interest 0.0 0.0 0.6 0.3 (0.1)
Depreciation & Amortisation 0.0 0.0 0.0 0.0 0.0
Other 0.7 1.2 (0.3) (1.0) (1.3)
Operating Cashflow (11.6) (10.5) (14.3) (10.1) (1.0)
Capex (0.1) (0.4) 0.0 0.0 0.0
Acquisitions and Investments (0.6) 0.0 0.0 0.0 0.0
Disposal of Fixed Assets/Investments 7.7 0.0 0.0 0.0 0.0
Other 0.3 0.0 0.0 0.0 0.0
Investing Cashflow 7.3 (0.4) 0.0 0.0 0.0
Equity Raised / Bought Back 11.9 21.0 0.0 0.0 0.0
Dividends Paid 0.0 0.0 0.0 0.0 0.0
Change in Debt 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0
Financing Cashflow 11.9 21.0 0.0 0.0 0.0
Net Change in Cash 7.6 10.1 (14.3) (10.2) (1.1)
Balance Sheet (USD) (m) FY15A FY16A FY17E FY18E FY19E
Cash 11.8 21.9 7.6 (2.6) (3.6)
Accounts Receivable 0.0 0.1 0.7 1.7 3.0
Inventory 0.3 0.3 0.3 0.3 0.3
Other Current Assets 0.1 0.1 0.1 0.1 0.1
PPE 0.3 0.5 0.4 0.5 0.5
Goodwill & Intangibles 0.1 0.1 0.1 0.1 0.1
Investments 0.0 0.0 0.0 0.0 0.0
Total Assets 12.6 23.0 9.1 0.0 0.3
Accounts Payable 0.3 0.4 0.6 0.6 0.5
Short Term Debt 0.0 0.0 0.0 0.0 0.0
Income Taxes Payable 0.0 0.0 0.0 0.0 0.0
Other 0.7 0.9 0.9 0.9 0.9
Total Liabilities 1.0 1.3 1.5 1.5 1.4
Total Shareholder Equity 11.6 21.6 7.7 (1.4) (1.1)
Ratios FY15A FY16A FY17E FY18E FY19E
ROE (%) (106.9%) (70.5%) (95.0%)  (290.7%) (26.8%)
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Sydney | Head Office Melbourne Brisbane Perth Adelaide
Level 15, 60 Castlereagh Street Level 20, 90 Collins Street Level 28, 111 Eagle Street Level 14, 197 St Georges Terrace Level 21, 25 Grenfell Street
Sydney NSW 2000 Melbourne VIC 3000 Brisbane QLD 4000 Perth WA 6000 Adelaide SA 5000

Telephone: +61 29238 1238
Fax: +61 2 9232 1296
Toll Free: 1800 636 625

Telephone: +61 3 9268 1000
Fax: +61 3 9650 2277
Toll Free: 1800 150 009

Telephone: +61 7 3036 2500
Fax: +61 7 3036 2599
Toll Free: 1800 463 972

Telephone: +61 8 6188 7643
Fax: +61 8 6188 7607
Toll Free: 1800 636 625

Telephone: +61 8 7109 6000
Fax: +61 2 9232 1296
Toll Free: 1800 636 625
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Rating Classification

ShawandPartners

Buy Expected to outperform the overall market

Hold Expected to perform in line with the overall market

Sell Expected to underperform the overall market

Not Rated Shaw has issued a factual note on the company but does not have a recommendation

Risk Rating

High Higher risk than the overall market — investors should be aware this stock may be speculative
Medium Risk broadly in line with the overall market
Low Lower risk than the overall market

RISK STATEMENT: Where a company is designated as ‘High’ risk, this means that the analyst has determined that the risk profile for this company is
significantly higher than for the market as a whole, and so may not suit all investors. Clients should make an assessment as to whether this stock
and its potential price volatility is compatible with their financial objectives. Clients should discuss this stock with their Shaw adviser before making
any investment decision.

Disclaimer

Shaw and Partners Limited ABN 24 003 221 583 (“Shaw”) is a Participant of ASX Limited, Chi-X Australia Pty Limited and holder of Australian
Financial Services Licence number 236048.

ANALYST CERTIFICATION: The Research Analyst who prepared this report hereby certifies that the views expressed in this document accurately
reflect the analyst's personal views about the Company and its financial products. The Research Analyst has not been, is not, and will not be
receiving direct or indirect compensation for expressing the specific recommendations or views in this report. As at the date of this report the
Research Analyst does not have an interest in the financial products of the Company.

DISCLAIMER: This report is published by Shaw to its clients by way of general, as opposed to personal, advice. This means it has been prepared for
multiple distribution without consideration of your investment objectives, financial situation and needs (“personal circumstances”). Accordingly,
the advice given is not a recommendation that a particular course of action is suitable for you and the advice is therefore not to be acted on as
investment advice. You must assess whether or not the advice is appropriate for your personal circumstances before making any investment
decisions. You can either make this assessment yourself, or if you require a personal recommendation, you can seek the assistance of your Shaw
client adviser. This report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or disclosed to any
other person. If you are not the intended recipient, you should destroy the report and advise Shaw that you have done so. This report is published
by Shaw in good faith based on the facts known to it at the time of its preparation and does not purport to contain all relevant information with
respect to the financial products to which it relates. Although the report is based on information obtained from sources believed to be reliable,
Shaw does not make any representation or warranty that it is accurate, complete or up to date and Shaw accepts no obligation to correct or update
the information or opinions in it. If you rely on this report, you do so at your own risk. Any projections are estimates only and may not be realised
in the future. Except to the extent that liability under any law cannot be excluded, Shaw disclaims liability for all loss or damage arising as a result of
any opinion, advice, recommendation, representation or information expressly or impliedly published in or in relation to this report
notwithstanding any error or omission including negligence. This publication has been prepared in accordance with Shaw’s Research Policy. A copy
of the Policy can be found at www.shawandpartners.com.au.

DISCLOSURE: Shaw will charge commission in relation to client transactions in financial products and Shaw client advisers will receive a share of
that commission. Shaw, its authorised representatives, its associates and their respective officers and employees may have earned previously, or
may in the future earn fees and commission from dealing in the Company's financial products.

Sydney | Head Office Melbourne Brisbane Perth Adelaide
Level 15, 60 Castlereagh Street Level 20, 90 Collins Street Level 28, 111 Eagle Street Level 14, 197 St Georges Terrace Level 21, 25 Grenfell Street
Sydney NSW 2000 Melbourne VIC 3000 Brisbane QLD 4000 Perth WA 6000 Adelaide SA 5000
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Toll Free: 1800 636 625
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Fax: +61 3 9650 2277
Toll Free: 1800 150 009
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Fax: +61 7 3036 2599
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