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Universal Biosensors Inc. (UBI)

Still going to plan despite some delays

UBI's AGM update suggests that while there have been
some delays to key share price catalysts (Tn Antigen
clinical studies and Sentia functionality upgrades and
thus sales), the company remains broadly on-track and
fully funded. While we have reduced our EPS estimates
to reflect lower Sentia sales, we retain our Buy rating
with a new TP of $0.89ps (down from $0.96ps)

Upbeat AGM presentation

e The tone from UBI's AGM presentation was positive,
with all key valuation drivers/share price catalysts still
on-track, albeit with delays to (i) the rollout of Sentia’s
Total Sugar Test, and (ii) TN Antigen clinical studies.

e While all of Sentia’s tests are expected to be released
in CY22, UBI estimates that delays to the rollout of the
Total Sugar Test (fructose and glucose) will result in the
deferral of $2.2m of CY22 sales to future periods.

e Moreover, UBI’'s two Tn Antigen clinical studies (Peter
Mac and Cancer Biobank) have been delayed due to
inefficiencies stemming from its current reliance on the
R&D line to manufacture its 3-electrode test strips.

¢ While these manufacturing inefficiencies are expected
to be remedied once UBI’s legacy 2-strip manufacturing
line has been recommissioned, UBI now expects the
results from its two clinical studies in mid-August 2022.

Earnings forecast revisions on lower Sentia sales

e We have cut our CY22 and CY23 EPS estimate by 9%
and 22%, respectively, with CY24 unchanged. The key
driver is lower Sentia sales - $5.4m in CY22 (previously
$6.7m) and $15.8m in CY23 (previously $16.9m).

Large market opportunities remain at-hand

e We expect UBI to report a significant improvement in
profitability over the next several years, driven primarily
by strong revenue growth derived from the rollout of its
various initiatives, supplemented by operating leverage.

¢ Key in this regard is UBI's Sentia device, which debuted
in early 2021 as a medical-grade diagnostics device for
wine makers. The customer proposition is compelling,
and the addressable market is >A$600m p.a.

¢ While we expect this to be supplemented by the rollout
of Xprecia Prime, particularly once licensed for the US
market, the key medium-term driver is the US$6-12bn
p.a. market opportunity for its cancer monitoring device.

Reiterate Buy with $0.89ps TP (from $0.96ps)

e Our estimated fair value for UBI is $0.89ps, with this
based entirely on our DCF valuation. This equates to an
equity value of $196m, which is compelling for a
business with its product pipeline and net cash balance.

BUY Share Price: A%$0.34

Target Price: A$0.89
Company Data
Shares — ordinary (M) 211.8
Dilution (M) 8.6
Total (fully diluted) (M) 220.4
Market capitalisation ($M) 71.0
12-month low/high ($) 0.33-1.04
Average monthly turnover ($M) 5.7
GICS Industry Health Care Equipment &

Supplies

Financial Summary (fully diluted/normalised)
2020A 2021A 2022F 2023F 2024F

Year End December

Revenue (A$m) 3.2 5.8 11.9 24.6 40.7
Costs (A$m) 8.8 14.0 21.2 256  31.0
EBITDA (A$m) 56 -83 92 -1.0 9.7
NPAT (A$m) 76 -105 -116 -39 6.3
EPS (¢) 41 56 57 -1.8 2.9
EPS Growth (%) 575 -375  -04 68.9 +100.0
PER (x) 82 59 59 -189 115
FCF (A$m) -8.7 -106 -16.2 -12.0 19
FCF per share (cps) -4.7 -5.7 -8.0 -5.5 0.9
Price to FCF (x) -7.2 -5.9 -4.2 -6.1 39.2
EV (A$m) 32.2 38.8 471 495 61.6
EV/EBITDA -5.8 -4.7 5.1 -50.8 6.3
Payout ratio (%) 0.0 0.0 0.0 0.0 0.0
Dividend (¢) 0.0 0.0 0.0 0.0 0.0
Net Yield (%) 0.0 0.0 0.0 0.0 0.0
Franking (%) 0.0 0.0 0.0 0.0 0.0
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Disclosure and Disclaimer

This report must be read with the disclosure and disclaimer on the final page of
this document. Petra Capital was sole lead manager and bookrunner for this
Company'’s placement to raise A$6m at $0.77/CDI by way of a Placement and
$A20m by way of a 1-for-6.85 non-renounceable entitlement offer on 20 April
2022, for which fees were received.

James Lennon
+61 2 9239 9618
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Earnings forecast revisions

As summarised in Figure 1, we have revised our earnings estimates to reflect the recent AGM update.
While our forecasts continue to exclude potential contributions from the company’s 3-electrode strip
biosensor technology platform, we have updated our forecasts to reflect weaker-than-expected sales
for Sentia in CY22 and CY23, due entirely to the delays in rolling out its Total Sugar Test.

Figure 1. Earnings forecast revisions

2022F 2023F 2024F
Year End Dec Oold New A Old New A Old New A
EBITDA -8.4 -9.2  -10.5% -0.3 1.0 -245% 9.7 9.7 0.0%
NPAT -10.7 -11.6 -8.2% -3.2 -39 -22.1% 6.4 6.3 -0.3%
EPS ¢ -5.2 -5.7 -9.0% -1.5 -1.8  -22.4% 2.9 2.9 -0.2%
DPS ¢ 0.0 0.0 0.0% 0.0 0.0 0.0% 0.0 0.0 0.0%
FCF -15.8 -16.2 -2.4% -11.2 -12.0 -7.2% 2.3 19 -18.9%

Source: Petra Capital
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Disclosure

This document has been prepared in Australia by Petra Capital Pty Ltd which holds an Australian Financial Services License AFSL 317 944. Petra Capital Pty Ltd is an ASX and Chi-
X Market Participant. Petra Capital Pty Ltd and its associates, officers, directors, employees, and agents, from time to time, may receive brokerage, commissions, fees or other benefits
or advantages, hold securities in companies researched by Petra Capital Pty Ltd and may trade in these securities either as principal or agent. Petra Capital was sole lead manager
and bookrunner for this Company’s placement to raise A$6m at $0.77/CDI by way of a Placement and $A20m by way of a 1-for-6.85 non-renounceable entitlement offer on 20 April
2022, for which fees were received.

Disclaimer

The information or advice contained in this report has been obtained from sources that were accurate at the time of issue, however the information has not been independently verified
and as such, Petra Capital Pty Ltd cannot warrant its accuracy or reliability. Persons relying on this information do so at their own risk. To the extent permitted by law, Petra Capital Pty
Ltd disclaims all liability or responsibility for any direct or indirect loss or damage (including consequential loss or damage) caused by any error or omission within this report, or by
persons relying on the contents of this report.

This report is published by Petra Capital Pty Ltd by way of general information or advice only. This report does not take into account specific investment needs or other considerations
that may be pertinent to individual investors. Before making any investment decisions based on this report, parties should consider, with or without an investor adviser, whether any
relevant part of this report is appropriate to their financial circumstances and investment objectives. Petra Capital Pty Ltd is a licensed institutional/wholesale stockbroking firm. The
report is only intended for institutional and sophisticated clients to whom Petra Capital Pty Ltd has issued the report. Petra Capital Pty Ltd is not licensed to advise retail investors —
retail investors should contact their own stockbroker or financial adviser/planner for advice.

Ratings

Information regarding the scope and expertise of our research services, processes for selection for coverage, and the management of conflicts of interest can be found on
Petra Capital’s website at http://www.petracapital.com.au/research-disclosures. Petra Capital uses the following ratings system and definitions: Buy - Forecast to re-rate
by more than 5% in 12 months; Hold - Forecast to perform up to 5% above or below the current market price in 12 months, or alternatively, where a share price exceeds
Petra Capital’s valuation but there is a belief that business growth opportunities or commodity price moves, may result in material valuation and share price upside within
12 months; Sell - Forecast to underperform by more than 5% in 12 months; Speculative Buy - Speculative Investment; Take Profits - Recommend taking short term profits
in a stock we remain fundamentally positive on a medium term view; Accept Offer - For a company under takeover where we see the offer as a fair price with low risk of a
competing offer; No Rating - No rating at this time.

US Investors

This material is intended for use in the US only by major US Institutional Investors, as that term is defined by the SEC Rule 15a-6. Transactions with US Institutional Investors and
major US Institutional Investors, as those terms are defined by SEC Rule 15a-6, are chaperoned by Global Alliance Securities, LLC, (“Global Alliance”), a SEC-registered broker-dealer
and FINRA member (web: www.globalalliancesecurities.com) in accordance with the agreement between Global Alliance and Petra Capital Pty Ltd. The information upon which this
material is based was obtained from sources believed to be reliable but has not been independently verified. Therefore, its accuracy is not guaranteed. Additional and supporting
information is available upon request. This is not an offer or solicitation of an offer to buy or sell any security or to make any investment. Any opinion or estimate constitutes the
preparer’s best judgement as of the date of preparation and is subject to change without notice. Petra Capital Pty Ltd or Global Alliance and their associates or affiliates, and their
respective officers, directors and employees may buy or sell securities mentioned herein as agent or principal for their own account.

Other International
International investors are encouraged to contact their local regulatory authorities to determine whether restrictions apply in buying/selling this investment.
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