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MagForce
2019 a pivotal year

MagForce continues to implement its two-pillar strategy. A gross $9.0m
capital raise secured by subsidiary MagForce USA in August will enable
financing of the pivotal US prostate cancer trial to completion. In Europe,
expansion outside Germany has started and a NanoActivator will be
installed in Poland by the end of the year. Of the €9.2m reported revenue
and other operating income in H118, €24k relates to EU glioblastoma
multiforme (GBM) treatments, while the remainder (€8.8m) was non-cash
income relating to hidden reserves as a result of the MagForce USA share
transfer. We forecast revenues to pick up in 2019 following the roll-out of
devices across Europe and a launch in the US (in late 2019). We value
MagForce at €303.1m or €11.5/share.

Revenue PBT* EPS* DPS PIE Yield
Year end (€Em) (€Em) (€) (€ (x) (%)
12/16 0.5 (7.2) (0.28) 0.0 N/A N/A
12117 0.7 (7.5) (0.28) 0.0 N/A N/A
12/18e 0.3 (11.4) (0.43) 0.0 N/A N/A
12119 5.8 (9.1) (0.34) 0.0 N/A N/A

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments. Financial forecasts prepared under HGB.

NanoTherm US prostate cancer trial funding secured

In August 2018, a gross capital increase of $9.0m from the issue of 866,666 new
shares in MagForce USA (to a US investor) secured funding for the pivotal US
prostate cancer trial. MagForce expects the first 10 patients in the trial to be treated
by year-end 2018, and thus for preliminary data to be available early in 2019.
Prostate cancer in the US presents a significant market opportunity, representing
~62% of our rNPV. The company forecasts that NanoTherm could be launched for
the commercial treatment of prostate cancer patients in the US in Q419 (subject to
FDA approval).

EU expansion and reimbursement required in GBM

Reported revenues of €24k for H118 reflect a drop-off in remunerated GBM
treatments, markedly lower than our previous forecasts. This is a consequence of
both a change in revenue recognition and a lower number of patients treated in
Germany, stemming from a transition away from foreign, private to reimbursed
treatments and expansion in Europe progressing slower than anticipated. With the
installation of NanoActivators in Poland and other European countries outside
Germany from 2018 onwards, we expect a sharp increase in treatment sales in
these countries. Once reimbursement discussions in Germany have concluded, we
expect a strong recovery in sales in Germany to follow in 2019.

Valuation: €303.1m (€11.5/share)

Our revised valuation of MagForce is €303.1m or €11.5/share (previously €307.6m
or €11.7/share), based on a risk-adjusted NPV analysis. The main factor in the
slight reduction in valuation is changing the trajectory of EU GBM revenue
forecasts, reflecting the delays in NanoActivator installations across the broader EU
market and lower sales in Germany. We have rolled forward our model, updated FX
rates and reflected the slight equity dilution in MagForce USA (-9pp).
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Business description

MagForce is a German firm with the first European
approved nanotechnology-based therapy to treat
brain tumours. NanoTherm therapy consists of
nanoparticle injection into the tumour, activated by
an external magnetic field, producing heat and
thermally destroying or sensitising the tumour.
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Revenues down for EU GBM treatments in 2018

In Europe, NanoTherm therapy is already approved via a CE mark to treat brain cancers, and the
therapy can therefore be used to treat primary and recurrent brain tumours. MagForce reported
revenues of €24k for this indication in H118, which is lower than revenues in previous years.
Revenues from the sale of NanoTherm nanoparticles and usage of NanoActivator devices totalled
€154k for FY17 and €176k for FY16. Reported revenues in H118 have been affected by multiple
factors including:

A change of revenue recognition in the period, reflecting the fact that reimbursement in
Germany is not guaranteed and revenues will now be recorded once reimbursement has been
settled (currently in negotiations).

The lower revenue figure also reflects the later than anticipated expansion into Poland, with
Polish patients delaying travelling to Germany for treatment given that the full cost of treatment
(including hospitalisation and surgical costs) is likely to be much lower in Poland.

Patients from the broader EU market (including Poland) were waiting around two months for
cross-border reimbursement negotiations to conclude for treatment in Germany, but during this
wait had progressed beyond the point where they would benefit from treatment.

To drive growth in sales, MagForce is focused on reimbursement discussions with various member
states and rolling out NanoActivator devices (to enable NanoTherm therapy) into the broader
European market. Access to the devices outside Germany remains a key factor in driving treatment
numbers. Financing from the EIB announced in October 2017 (up to €35m) is enabling MagForce
to roll out its devices across Europe and reach patients who were previously unable to travel across
the border to Germany (where MagForce has three commercially operational devices). Installation
of a NanoActivator in Lublin, Poland is now planned by year end 2018 and is a significant milestone
for MagForce’s European expansion plans. Management also highlights Spain and Italy as other
key locations where there is likely to be sharp uptake from private patients; roll-out into these
territories has been slightly more protracted than we had expected. Furthermore, the
reimbursement process, which varies by country, is critical to MagForce establishing substantial
revenue growth; reimbursement discussions currently taking place in Germany should conclude in
early 2019.

EU sales forecasts

Our forecasts for Europe are based on the number of NanoActivators that MagForce could install in
both Germany and other Europe states, along with clinical uptake based on usage per device. We
have reviewed our forecasts and have changed our EU GBM sales trajectory to reflect flat sales
growth in Germany in 2018. We have also pushed back our 2018 sales forecasts to reflect the
slower than expected roll-out of devices in territories beyond Germany. The first device is to be
installed by year-end 2018 (in Poland). We forecast three installations a year in 2019 onwards in
Europe outside Germany. This roll-out profile is required to achieve our peak sales forecasts, which
we maintain at €10m for GBM in Germany and €61m in broader Europe. These estimates suggest
that NanoTherm therapy would be treating ¢ 3,500 patients pa in Europe at peak levels (¢ 2025).
This should be seen in the context that around 25,000 new cases of brain cancer are diagnosed per
year in the EU5 (the UK, France, Germany, Italy and Spain).
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NanoTherm US prostate launch set for late 2019

NanoTherm therapy is regulated as a device rather than a drug in the US, and therefore follows a
medical device regulatory route to approval. As part of this pathway, in May 2015 MagForce filed an
IDE with the US FDA, which was subsequently granted in February 2018. In July 2018, MagForce
reported the initiation of its pivotal prostate cancer trial across two clinical sites where
NanoActivators are installed (University of Washington in Seattle, Washington and CHRISTUS
Santa Rosa Hospital in San Antonio, Texas). The $9m gross proceeds from the capital increase in
MagForce USA have provided funding to complete the ongoing prostate cancer trial, and both
completion and submission for FDA review are expected in H219. While we maintain our €235m
peak sales forecasts for prostate in the US for 2025, we have delayed launch to late 2019.

The single-arm US prostate cancer trial aims to recruit up to 120 prostate cancer patients who have
a prostate cancer Gleason score of 71 and are under active surveillance to assess NanoTherm
therapy as focal treatment for prostate cancer. The study is structured such that 10 patients will be
treated initially (before year-end 2018), and preliminary data accessed to demonstrate that
NanoTherm is safe and there is no systemic translocation of the nanoparticles from the prostate.
Enrolment of the subsequent 110 patients will then be used to demonstrate efficacy as defined by
no recurrence of tumour in a follow-up biopsy. The therapy aims to destroy localised tumours in the
prostate of patients by focal ablation. By ablating the prostate cancer focally, MagForce anticipates
that patients will be able to maintain active surveillance and avoid definitive treatments such as
surgery or whole gland radiotherapy, which is associated with side effects such as impairment in
urinary functions (incontinence) and sexual functions (impotence).

With a relatively quick turnaround time in determining whether the primary endpoint has been met
(biopsy to confirm reduction of prostate cancer lesions), a six- to nine-month turnaround after the
preliminary safety results (expected Q119) is conceivable, providing that trial recruitment proceeds
as planned. Based on this, the data available in Q319 should be sufficient to support a pre-market
approval application for the device (based on the larger NanoActivators), with smaller
pNanoActivators approved towards the end of the clinical trial, either by being included in the
clinical data package or via the 510k route (using the original NanoActivator as the predicate
device). While the GBM indication is reliant on the larger NanoActivators for activation of the
NanoTherm nanoparticles, the more localised prostate cancer can be treated by the
pNanoActivators (smaller ambulatory machines that resemble a dentist’s chair), thereby widening
outreach to the US patient pool in the longer term.

We assume regulatory approval and first sales of treatments from Q419, assuming timely
recruitment of the remaining 110 patients is achieved in H119. We assume that all future device
sales will be of the smaller (and substantially cheaper) pNanoActivators and that devices will be
provided via third-party leasing, MagForce will collect revenues from the sale of the
pNanoActivators to the leasing provider. MagForce believes it will have 20 pNanactivators installed
by Q419, and we conservatively assume that each prostate NanoActivator could treat around 30
patients per year in 2019. As a smaller quantity of nanoparticles will likely be required in prostate
cancer, we assume a lower vial price of around a quarter of GBM, ie around $7k per vial. This price
would position NanoTherm competitively with brachytherapy and each prostate NanoActivator
could therefore generate revenues. Our estimates for peak sales of combined NanoTherm therapy
and pNanoActivator sales of $268m (€235m) are based on annual roll-out of 20-35 devices per
year from 2019, with 200 patients treated per device at peak in 2025.

1 Grade 7 Gleason score defines a moderately growing tumour in the prostate that can be readily operated on.
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NanoTherm overview

The destruction or treatment of cancerous cells with heat, commonly through laser or microwave
irradiation, is well established. Current techniques can often be intrusive and can be hampered by
unfocused heat distribution. NanoTherm therapy is utilised to ablate cancerous cells at the core of a
tumour, while generating lower temperatures in the hyperthermia region at the edges of the tumour,
minimising healthy cell damage. The NanoTherm therapy has three main components:

NanoTherm consists of magnetic nanoparticles suspended in a liquid (ferrofluid) that are
injected directly into tumour tissue. The nanoparticles consist of an iron oxide core with a
patented aminosilane coating. These nanoparticles are activated with an alternating magnetic
field, which generates heat that either kills or sensitises the tumour cells.

NanoPlan is a software package that calculates the strength of magnetic field needed for the
magnetic nanoparticles to reach the required temperature. The software takes into account the
size and location of the tumour and the distribution of nanoparticles to determine the strength of
the magnetic field. This information is critical for the correct application of the technology and is
fed in from either magnetic resonance imaging (MRI) or positron emission tomography (PET)
data.

NanoActivator is a freestanding, room-sized device that generates and applies a magnetic field
to a patient. This magnetic field induces an oscillation in the iron oxide nanoparticles, which in
turn generate heat. To measure the exact temperature change, a thermometry catheter is
inserted into the tumour via a minimally invasive surgical procedure alongside the
administration of the nanoparticles.

Financials

MagForce AG is the parent company of the MagForce group, which consists of five companies:
MagForce AG, MagForce USA, MagForce USA Holding GmbH, MagForce Ventures GmbH and MT
MedTech Engineering GmbH. The company is not required to report consolidated financial
statements under HGB accounting standards.

MagForce reported net profit of €4.1m in H118 (H117: €3.0m loss). Revenues from sales decreased
for H118 to €24k (H117: €683k), and are a reflection that revenues in Europe continue to be
affected by a lengthy reimbursement process (carried out on a per-patient basis) and a change in
revenue recognition. Other operating income, reported at €9.1m in H118 (H117: €605k), was largely
attributed to the transfer of 975,000 shares in MagForce USA to MagForce USA Holding GmbH on
25 June 2018, and consequent realisation of hidden reserves of €8.8m at the parent company level
(MagForce AG). This is a non-cash item of a non-operating nature. Cost of materials decreased to
€364k (H117: €574k) due to the lower use of raw materials, supplies and purchased goods.
Personnel expenses were in line y-o-y at €1.7m. We have updated our 2018 forecasts to include
the €8.8m as non-operating income, which reduces our forecast operating loss for 2018 to €1.8m
from €8.0m. However, we highlight the potential one-time impact and forecast a higher operating
loss of €8.2m in 2019. Exhibit 1 summarises the key changes to our forecasts.

MagForce reported cash and cash equivalents at 30 June 2018 of €5.3m. In January 2018, the first
€10.0m tranche of the €35.0m loan facility with the EIB (secured in October 2017) was disbursed
with a five-year maturity (with interest, €10.4m is owed). In May 2018, the €400k loan granted from
Lipps & Associates was repaid with interest (the loan was due on 30 June 2019 and had a 5%
interest rate). Interest repayments of €83k were made for the €5m convertible bond issued in March
2017 (the bond has a maturity of three years, an interest rate of 5% pa and a conversion price of
€5/share). As at 30 June 2018, MagForce had net debt of €10m (H117: €0.4m).
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Exhibit 1: Summary of our forecast changes for 2018 and 2019

€m 2018 old 2018 new 2019 old 2019 new
Revenues 2.898 0.345 7.107 5.819
Other operating income 0 8.769 0 0
EBITDA (7.613) (10.244) (6.646) (7.822)
Operating profit/(loss) (7.977) (1.810) (7.068) (8.195)
PBT - normalised (8.788) (11.391) (7.943) (9.070)
PBT - reported (8.790) (2.624) (7.943) (9.070)
EPS (€) - normalised (0.33) (0.43) (0.30) (0.34)
EPS (€) - reported (0.33) (0.10) (0.30) (0.34)

Source: Edison Investment Research

Valuation

Our updated valuation is €303.1m or €11.5/share (previously €307.6m or €11.7 per share) based on
a risk-adjusted NPV analysis. The main factor in the slight reduction in valuation is pushing back
our EU revenue forecasts (for GBM) by a year, reflecting the delay in NanoActivator installations in
the broader EU market and lower sales in Germany. We have rolled forward our model and
updated it to reflect H118 results, net debt of €10.0m at 30 June 2018 and updated FX exchange
rates. We have also reflected dilution in the US subsidiary to reflect MagForce’s 68% stake
(previously 77%). We value only treating glioblastoma multiforme (GBM) in the EU and prostate
cancer in the US. While we recognise MagForce’s intention to treat additional indications in each
region, we do not currently value these opportunities. The breakdown of our rNPV valuation, which
uses a 12.5% discount rate, is shown in Exhibit 2.

Exhibit 2: MagForce risk-adjusted NPV valuation

Product Indication  Launch Peaksales Peaksales NPV (€m) Probability = MagForce AG  rNPV (€m) rNPV/share
(€Em) ($m) beneficial (€/share)
interest

NanoTherm EU GBM - Germany 2016 10 " 296 100% 100% 296 1.1
GBM - Broader Use 2019 61 69 89.2 100% 100% 89.2 34

NanoTherm US Prostate Cancer 2019 235 268 345.3 80% 68% 187.5 7.1
Net debt (AG), H118 (10.0) 100% 100% (10.0) (0.4)
Net cash (US) 10.0 100% 68% 6.8 0.3
Valuation 464.1 303.1 115

Source: Edison Investment Research. Note: peak sales are rounded to the nearest €5m/$5m for original currency.
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Exhibit 3: Financial summary

€'000s
December
PROFIT & LOSS
Revenue
Cost of Sales
Gross Profit
EBITDA
Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals
Other
Operating Profit
Net Interest
Profit Before Tax (norm)
Profit Before Tax (reported)
Tax
Profit After Tax (norm)
Profit After Tax (reported)
Average Number of Shares Outstanding (m)
EPS - normalised (c)
EPS - (reported) (€)
Dividend per share (€)
Gross Margin (%)
EBITDA Margin (%)
Operating Margin (before GW and except.) (%)
BALANCE SHEET
Fixed Assets
Intangible Assets
Tangible Assets
Investments
Current Assets
Stocks
Debtors
Cash
Other
Current Liabilities
Creditors
Short term borrowings
Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets
CASH FLOW
Operating Cash Flow
Net Interest
Tax
Capex
Acquisitions/disposals
Financing
Dividends
Net Cash Flow
Opening net debt/(cash)
HP finance leases initiated
Other
Closing net debt/(cash)

Source: Company accounts, Edison Investment Research
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This report has been commissioned by MagForce and prepared and issued by Edison, in consideration of a fee payable by MagForce. Edison Investment Research standard fees are £49,500 pa for the production and
broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of roadshows and
related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the Edison analyst at the time of publication. Forward-looking information or statements

in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other factors which
may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

t in securities ioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any
positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2018 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”) © FTSE 2018. “FTSE®" is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. Al rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Myonlineadvisers Pty Ltd who holds an Australian Financial
Services Licence (Number: 427484). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the
purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the
topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in
relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is
intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

Neither this document and associated email (together, the "Communication") constitutes or form part of any offer for sale or subscription of, or solicitation of any offer to buy or subscribe for, any securities, nor shall it or any
part of it form the basis of, or be relied on in connection with, any contract or commitment whatsoever. Any decision to purchase shares in the Company in the proposed placing should be made solely on the basis of the
information to be contained in the admission document to be published in connection therewith.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (jii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document (nor will
such persons be able to purchase shares in the placing).

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Neither this Communication nor any copy (physical or electronic) of it may be (i) taken or transmitted into the United States of America, (i) distributed, directly or indirectly, in the United States of America or to any US
person (within the meaning of regulations Regulation S made under the US Securities Act 1933, as amended), (iii) taken or transmitted into or distributed in Canada, Australia, the Republic of Ireland or the Republic of
South Africa or to any resident thereof, except in compliance with applicable securities laws, (iv) taken or transmitted into or distributed in Japan or to any resident thereof for the purpose of solicitation or subscription or
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