SynBiotic SE
Germany - Health Care / Pharma

Buy (old: Buy)
Price target: EUR 75.00 (old: EUR 75.00)

Price: EUR 21.80 Next result: tbd
Bloomberg: L3D GY Market cap: EUR 80.1 m
Reuters: L3D.DE Enterprise Value: EUR 82.5m

BREAKING: German Coalition Agrees on Legalization of Cannabis

Topic: An agreement has been reached between the German coalition parties
(German Social Democrats, FDP and Greens) to legalize the sale of cannabis for
recreational use to adults in licensed shops.

The coalition’s working group on health care stated: "We are introducing the
controlled supply of cannabis to adults for consumption purposes in licensed
shops”.

This marks a major milestone for the German cannabis market, which is seen to
experience an explosive growth in the coming years. In fact, Germany is the largest
country by population in the EU with more than 83 million people. According to a
number of studies (incl. German Institute for Competition Economics), cannabis
legalization could bring between € 3.4bn to € 4.7bn of tax revenue and create an
estimated 27,000 new jobs. In addition, it could also save up to € 1.3bn costs for the
judicial system.

The market size estimates do not look far-fetched when looking at Canada’s
experience. The recreational use of cannabis in Canada was legalized in late-
2018 and the annual revenue has already exceeded € 2bn, despite Canada being
a much smaller country with a total population of 38 million.

Evidently, this is excellent news for SynBiotic who has already established a
strong position in the European cannabinoid market and especially in Germany.
In fact, the company has aggressively expanded its presencein the most critical
steps of the value chain ®covering R&D, in-house manufacturing and distribution
(incl. medical cannabis) and continues to add breadth to its platform via a Buy-and-
Build strategy.

All'in all, thanks to its first-mover advantage in Germany and a broad coverage of
the value chain, SynBiotic is ideally positioned to benefit from the regulatory changes
and to establis itself as the European market leader.

BUY with a PT of € 75.

Y/E 31.12 (EUR m) 2017 2018 2019 2020E 2021E 2022E 2023E

Sales n/a n/a n/a 9.4 14.8 30.4 50.2
Sales growth n/a n/a n/a n/a % 58 % 105 % 65 %
EBITDA n/a n/a n/a 0.0 0.4 3.2 4.7
EBIT n/a n/a n/a -0.4 -0.2 2.4 3.9
Net income n/a n/a n/a -0.3 -0.1 1.7 2.7
Net debt n/a n/a n/a 2.6 2.6 2.6 2.6
Net gearing n/a n/a n/a 0.0 % 0.0 % 0.0 % 0.0 %
Net Debt/EBITDA n/a n/a n/a 79.6 6.2 0.8 0.6
EPS pro forma n/a n/a n/a -0.10 -0.05 0.63 1.04
CPS n/a n/a n/a -0.10 -0.05 0.63 1.04
DPS n/a n/a n/a 0.00 0.00 0.00 0.00
Dividend yield n/a n/a n/a 0.0% 0.0% 0.0% 0.0%
Gross profit margin n/a n/a n/a 65.5 % 78.5 % 78.5% 78.5%
EBITDA margin n/a n/a n/a 0.3% 2.8% 10.4 % 9.4%
EBIT margin n/a n/a n/a -3.9% 1.2% 7.8% 7.8%
ROCE n/a n/a n/a n/a n/a n/a n/a
EV/sales n/a n/a n/a 6.7 4.2 2.1 1.2
EV/EBITDA n/a n/a n/a n/a n/a 19.7 13.3
EV/EBIT n/a n/a n/a n/a n/a 26.4 16.0
PER n/a n/a n/a n/a n/a 36.2 21.9
Adjusted FCF yield n/a n/a n/a n/a n/a 2.6 % 4.4%

Source: Company data, Hauck & Aufhauser Close price as of: 24.05.2021

Please refer to important disclosures at the end of the report
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High/low 52 weeks: 28.60/17.10
Price/Book Ratio: -232.8
Relative performance (SDAXx):

3 months -

6 months -

12 months -

Changes in estimates

Sales EBIT EPS

2020 oIdA: 9.43 04 —0.1(3
2021 oIdA: 14.? 02 -0.0Ej
2022 old: 30.4 2.4 0.63

A . N
Key share data:
Number of shares: (inmpcs) 2.6
Authorised capital: (in € m) -
Book value per share: (in€) -0.1
@ trading volume: (12 months) -
Major shareholders:
Management & 63.0 %
Founders
Other institutional 26.0 %
investors
Free Float 11.0%
Company description:
Buy-and-Build cannabis platform-

company with a focus on pharmaceutical
and dietary supplements and R&D of
new cannabinoid and terpene-based
solutions addressing the Sleep, Pain and
Anxiety problem areas



Financials

Profit and loss (EUR m) 2017 2018 2019 2020E 2021E 2022E 2023E

Sales 0.0 0.0 0.0 9.4 14.8 30.4 50.2
Sales growth n/a 0.0 % 0.0% 9362861 58.1 % 105.4 % 65.1 %
Cost of sales 0.0 0.0 0.0 3.2 3.2 6.5 10.8
Gross profit 0.0 n/a n/a 6.1 11.6 23.9 39.4
Sales and marketing 0.0 0.0 0.0 1.2 2.9 5.7 9.3
General and administration 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Research and development 0.0 0.0 0.0 0.0 0.3 0.8 12
Other operating income 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other operating expenses 0.0 0.0 0.0 5.3 8.6 15.0 25.0
Unusual or infrequent items 0.0 0.0 0.0 0.0 0.0 0.0 0.0
EBITDA 0.0 0.0 0.0 0.0 0.4 3.2 4.7
Depreciation 0.0 0.0 0.0 0.4 0.6 0.8 0.8
EBITA 0.0 0.0 0.0 -0.4 -0.2 24 3.9
Amortisation of goodwill 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Amortisation of intangible assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Impairment charges 0.0 0.0 0.0 0.0 0.0 0.0 0.0
EBIT (inc revaluation net) 0.0 0.0 0.0 -0.4 -0.2 2.4 3.9
Interest income 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Interest expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other financial result 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Financial result 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Recurring pretax income from continuing operations 0.0 0.0 0.0 -0.4 -0.2 2.4 3.9
Extraordinary income/loss n/a 0.0 0.0 0.0 0.0 0.0 0.0
Earnings before taxes 0.0 0.0 0.0 -0.4 -0.2 2.4 3.9
Taxes 0.0 0.0 0.0 -0.1 -0.1 0.7 1.2
Net income from continuing operations 0.0 0.0 0.0 -0.3 -0.1 1.7 2.7
Result from discontinued operations (net of tax) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net income 0.0 0.0 0.0 -0.3 -0.1 17 2.7
Minority interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net profit (reported) 0.0 0.0 0.0 -0.3 -0.1 1.7 2.7
Average number of shares 0.0 0.0 0.0 2.6 2.6 2.6 2.6
EPS reported n/a n/a n/a -0.10 -0.05 0.63 1.04

Profit and loss (common size)

Sales 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 % 100.0 %
Cost of sales 0.0 % 0.0% 0.0 % 34.5% 21.5% 21.5% 21.5%
Gross profit 0.0 % n/a n/a 65.5 % 78.5 % 78.5 % 78.5 %
Sales and marketing 0.0% 0.0 % 0.0% 12.8 % 19.6 % 18.8 % 18.5%
General and administration 0.0 % 0.0 % 0.0 % 0.0 % 0.0% 0.0 % 0.0%
Research and development 0.0% 0.0% 0.0% 0.0% 2.0% 2.6 % 24 %
Other operating income 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Other operating expenses 0.0% 0.0 % 0.0% 56.6 % 58.1 % 49.3 % 49.8 %
Unusual or infrequent items 0.0% 0.0 % 0.0% 0.0 % 0.0 % 0.0% 0.0 %
EBITDA 0.0 % 0.0 % 0.0 % 0.3% 2.8 % 10.4 % 9.4 %
Depreciation 0.0 % 0.0 % 0.0 % 43 % 4.1 % 2.6 % 1.6 %
EBITA 0.0 % 0.0 % 0.0 % neg. neg. 7.8% 7.8%
Amortisation of goodwill 0.0% 0.0% 0.0% 0.0 % 0.0 % 0.0% 0.0 %
Amortisation of intangible assets 0.0 % 0.0% 0.0 % 0.0% 0.0% 0.0 % 0.0%
Impairment charges 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %
EBIT (inc revaluation net) 0.0 % 0.0 % 0.0 % neg. neg. 7.8% 7.8%
Interest income 0.0% 0.0 % 0.0% 0.0 % 0.0 % 0.0% 0.0 %
Interest expenses 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %
Other financial result 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %
Financial result 0.0% 0.0 % 0.0% 0.0 % 0.0 % 0.0% 0.0 %
Recurring pretax income from continuing operations 0.0 % 0.0 % 0.0 % neg. neg. 7.8% 7.8%
Extraordinary income/loss n/a 0.0% 0.0 % 0.0% 0.0% 0.0 % 0.0%
Earnings before taxes 0.0 % 0.0 % 0.0 % neg. neg. 7.8% 7.8 %
Tax rate n/a n/a n/a 30.0 % 30.0 % 30.0% 30.0 %
Net income from continuing operations 0.0 % 0.0 % 0.0 % neg. neg. 5.4 % 5.4 %
Result from discontinued operations (net of tax) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Net income 0.0 % 0.0 % 0.0 % neg. neg. 5.4 % 5.4 %
Minority interest 0.0% 0.0 % 0.0% 0.0 % 0.0 % 0.0% 0.0 %
Net profit (reported) 0.0 % 0.0 % 0.0 % neg. neg. 5.4 % 54 %

Source: Company data, Hauck & Aufhauser



Disclosures regarding research publications of Hauck & Aufh&auser Privatbankiers AG
pursuant to section 85 of the German Securities Trading Act (WpHG) and distributed in the
UK under the Temporary Permission Regime for EEA firms, subject to the FCA
requirements on research recommendation disclosures

It is essential that any research recommendation is fairly presented and discloses interests of indicates relevant conflicts of interest. Pursuant to
section 85 of the German Securities Trading Act (WpHG) a research report has to point out possible conflicts of interest in connection with the
analysed company. Further to this, under the FCA’s rules on research recommendations, any conflicts of interest in connection with the
recommendation must be disclosed. A conflict of interest is presumed to exist in particular if Hauck & Aufhauser Privatbankiers AG

2) or any other person belonging to the same group with that person (as part of a consortium) within the past twelve months, acquired the
financial instruments of the analysed company,

(2)  or any other person belonging to the same group with that person has entered into an agreement on the production of the research report
with the analysed company,

3) has, within the past twelve months, been party to an agreement on the provision of investment banking services with the analysed company
or have received services or a promise of services under the term of such an agreement,

4) holds a) 5% or more of the share capital of the analysed company, or b) the analysed company holds 5% or more of the share capital of
Hauck & Aufhauser Privatbankiers AG or its affiliate(s),

(5) holds a net long (a) or a net short (b) position of 0.5% of the outstanding share capital of the analysed company or derivatives thereof,

(6) or any other person belonging to the same group with that person is a market maker or liquidity provider in the financial instruments of the
issuer,

(7)  orthe analyst has any other significant financial interests relating to the analysed company such as, for example, exercising mandates in
the interest of the analysed company or a significant conflict of interest with respect to the issuer,

(8) The research report has been made available to the company prior to its publication. Thereafter, only factual changes have been made to the
report.

Conflicts of interest that existed at the time when this research report was published:

Company Disclosure

SynBiotic SE 2,3,6,8
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Hauck & Aufhauser distribution of ratings and in proportion to investment banking services

Buy 76.51 % 96.15 %
Sell 5.37 % 0.00 %
Hold 18.12 % 3.85%

Date of publication creation: 25/11/2021 08:17 AM
Date of publication dissemination: 25/11/2021 08:17 AM



1. General Information/Liabilities

This research report has been produced for the information purposes of institutional investors only, and is not in any way a personal recommendation,
offer or solicitation to buy or sell the financial instruments mentioned herein. The document is confidential and is made available by Hauck &
Aufhauser Privatbankiers AG, exclusively to selected recipients [in DE, GB, FR, CH, US, UK, Scandinavia, and Benelux or, in individual cases, also
in other countries]. A distribution to private investors in the sense of the German Securities Trading Act (WpHG) is excluded. It is not allowed to pass
the research report on to persons other than the intended recipient without the permission of Hauck & Aufhduser Privatbankiers AG. Reproduction
of this document, in whole or in part, is not permitted without prior permission Hauck & Aufhduser Privatbankiers AG. All rights reserved.

Under no circumstances shall Hauck & Aufhauser Privatbankiers AG, any of its employees involved in the preparation, have any liability for possible
errors or incompleteness of the information included in this research report — neither in relation to indirect or direct nor consequential damages.
Liability for damages arising either directly or as a consequence of the use of information, opinions and estimates is also excluded. Past performance
of a financial instrument is not necessarily indicative of future performance.

2. Responsibilities

This research report was prepared by the research analyst named on the front page (the "Producer"). The Producer is solely responsible for the
views and estimates expressed in this report. The report has been prepared independently. The content of the research report was not influenced
by the issuer of the analysed financial instrument at any time. It may be possible that parts of the research report were handed out to the issuer for
information purposes prior to the publication without any major amendments being made thereafter.

3. Organisational Requirements

Hauck & Aufhduser Privatbankiers AG took internal organisational and regulative precautions to avoid or accordingly disclose possible conflicts of
interest in connection with the preparation and distribution of the research report. All members of Hauck & Aufhauser Privatbankiers AG involved in
the preparation of the research report are subject to internal compliance regulations. No part of the Producer’'s compensation is directly or indirectly
related to the preparation of this financial analysis. In case a research analyst or a closely related person is confronted with a conflict of interest, the
research analyst is restricted from covering this company.

4. Information Concerning the Methods of Valuation/Update
The determination of the fair value per share, i.e. the price target, and the resultant rating is done on the basis of the adjusted free cash flow (adj.
FCF) method and on the basis of the discounted cash flow — DCF model. Furthermore, a peer group comparison is made.

The adj. FCF method is based on the assumption that investors purchase assets only at a price (enterprise value) at which the operating cash flow
return after taxes on this investment exceeds their opportunity costs in the form of a hurdle rate of 7.5%. The operating cash flow is calculated as
EBITDA less maintenance capex and taxes.

Within the framework of the DCF approach, the future free cash flows are calculated initially on the basis of a fictitious capital structure of 100%
equity, i.e. interest and repayments on debt capital are not factored in initially. The adjustment towards the actual capital structure is done by
discounting the calculated free cash flows with the weighted average cost of capital (WACC), which takes into account both the cost of equity capital
and the cost of debt. After discounting, the calculated total enterprise value is reduced by the interest-bearing debt capital in order to arrive at the
equity value.

Hauck & Aufhauser Privatbankiers AG uses the following three-step rating system for the analysed companies:

Buy: Sustainable upside potential of more than 10% within 12 months
Sell: Sustainable downside potential of more than 10% within 12 months.
Hold: Upside/downside potential is limited. No immediate catalyst visible.

NB: The ratings of Hauck & Aufhauser Privatbankiers AG are not based on a performance that is expected to be “relative” to the market.

The decision on the choice of the financial instruments analysed in this document was solely made by Hauck & Aufh&duser Privatbankiers AG. The
opinions and estimates in this research report are subject to change without notice. It is within the discretion of Hauck & Aufh&duser Privatbankiers
AG whether and when it publishes an update to this research report, but in general updates are created on a regular basis, after 6 months at the
latest. A sensitivity analysis is included and published in company’s initial studies.

5. Major Sources of Information

Part of the information required for this research report was made available by the issuer of the financial instrument. Furthermore, this report is based
on publicly available sources (such as, for example, Bloomberg, Reuters, VWD-Trader and the relevant daily press) believed to be reliable. Hauck
& Aufhauser Privatbankiers AG has checked the information for plausibility but not for accuracy or completeness.

6. Competent Supervisory Authority
Hauck & Aufhduser Privatbankiers AG are under supervision of the BaFin — German Federal Financial Supervisory Authority Bundesanstalt fur
Finanzdienstleistungsaufsicht), Graurheindorfer Stral3e 108, 53117 Bonn and Marie-Curie-Stral3e 24 — 28, 60439 Frankfurt a.M.

This document is distributed in the UK under the Temporary Permission Regime for EEA firms and in compliance with the applicable FCA
requirements.

7. Specific Comments for Recipients Outside of Germany
This research report is subject to the law of the Federal Republic of Germany. The distribution of this information to other states in particular to the
USA, Canada, Australia and Japan may be restricted or prohibited by the laws applicable within this state.

8. Miscellaneous

According to Article 4(1) No. i of the delegated regulation 2016/958 supplementing regulation 596/2014 of the European Parliament, further
information regarding investment recommendations of the last 12 months are published under:
https://www.hauck-aufhaeuser.com/en/investment-banking/equities#institutionalresearch



Disclosures for U.S. persons only

This research report is a product of HAUCK & AUFHAUSER PRIVATBANKIERS AG, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States (U.S.) and are not
associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer,
and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations
regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst
account.

This report is intended for distribution by HAUCK & AUFHAUSER PRIVATBANKIERS AG, only to "Major Institutional Investors" as defined by
Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it
should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward
to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors, HAUCK & AUFHAUSER PRIVATBANKIERS AG, has entered into an agreement with
a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
effected through Marco Polo or another U.S. registered broker dealer.
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