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Progressing Towards being the Only Viable Mesenchymal Stem Cell Solution (Rec: Not rated)

Key Information

Price (cps) 61.0
Market Cap (SM) 55
52 week Hi-Lo ($) 0.79-0.23
Cash (Sm) 14.0
Debt ($Sm) 0.0

Investment Fundamentals

30-Jun FY14 FY15 1H16
Gross Income ($m) 0.0 0.0 0.0
EBITDA (Sm) -3.1 -33 -2.3
Cash (Sm) 5.1 4.8 6.4
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Company Activities

CYP is a stem cell and regenerative medicine company
which has developed a platform for manufacturing stem
cells that don’t lose potency with expansion over
succesive generations and are infinitly expanadable.
The Technology was initially developed by the University
of Wisconsin- Madison which was behind the discovery
of MSCs and the spin out of Cellular Dynamics which
was acquired by Fujifilm.

Major Shareholders

Shareholding

FUJIFILM Corporation 10.0%
Pershing Nominees 4.0%
Slukvin, Igor 2.6%
John King 2.6%
Celtic Capital 2.6%

Directors and Management

Stewart Washers (Ch)

Ross Macdonald (MD)

Peter Webse (Secretary & Non - Executive Director)
John Chiplin (Independent Non - Executive Director)

Paul Wotton (Independent Non-exec director)

Disclaimer

Shaw acted forthe companyina corporate
capacity within the past 12 months for which it
received afee. See the back page of thisreport
for the full disclaimer.

Darren Vincent | Senior Analyst
+61 29238 1269
dvincent@shawandpartners.com.au

Matthew Johnston | Associate Analyst
+61 29238 1311

Event

Over the last couple of months CYP has delivered on a number of initiatives which
increasingly make it look to be the only likely viable mesenchymal stem cell (MSC) solution
for large scale clinical applications. We look at recent developments and the upcoming
Graft V Host Disease (GvHD) clinical trial which will be the basis on which it expects its
infinitely expandable iSPC-generated MSCs to be recognized as superior to bone marrow
derived MSCs, which are now widely regarded as only having limited expansion capability.
Positive results from this trial will potentially compel other industry participants to move
towards adopting CYPs MSCs for large scale use and FUJIFILM (Fuji) to move forward
towards a more significant relationship.

Highlights

e  Fuji Development/Commercialisation Agreement & Equity Stake. In January CYP
entered a development and commercialisation partnership with Fuji under which Fuji
took a A$4m strategic equity stake in CYP and entered a strategic relationship to
potentially commercialise and manufacture CYP-001 for GvHD and certain rights to
other CYP technology. Total potential milestone payments are in excess of AS60m
and double-digit royalties on CYP-001 net sales for GvHD have been put in place.
Results from the GvHD clinical trial will be crucial to Fuiji taking the program forward.

e  Positive Preliminary Data from Preclinical Heart Attack Study with CYP’s MSCs. In
February CYP released preliminary results from a proof of concept study in rats
suggesting that its MSCs may have potential to restore cardiac function and reduce
scar size after a heart attack. The data is not only encouraging for heart applications,
but also supports confidence in the quality and likely efficacy of CYPs iSPC-generated
MSCs ahead of GvHD clinical results.

e  Treatment Benefit Confirmed in Final GvHD Preclinical Study of MSCs. In February
CYP also announced results from an expanded study of its MSCs in mice with induced
GVHD. The study of 60 animals confirmed the results of earlier smaller trials showing
highly statistically significant evidence of prolonged survival. The trial also produced
evidence of mechanism of action.

e  Efficacy in Preclinical Asthma Study Further Supports Efficacy. In October CYP
released a compelling data set from its proof of concept study of MSCs in an
experimental mouse model of asthma. This is further confirmation that its MSCs
work.

e CYPs GvHD Clinical trial is now ready to roll. CYP’s pre-clinical program has
demonstrated the sterility, purity, potency, stability, safety and indicative efficacy of
its MSCs. Similarly CYPs contract manufacturer, Waisman Biomanufacturing, has
established indicative efficacy/potency using assays which helps validate CYP’s animal
data. Regulators now require CYP to demonstrate that its iPS derived MSCs are safe
and effective in humans. This is the key reason for CYP’s GvHD trial. CYP expects
results from the trial to be available in 2017. If positive, we expect the data will: 1)
establish benefits clearly outweigh any remaining small risks, which is the way
regulators typically consider applications, 2) enable CYP to develop its own programs
to commercialise, 3) attract a greater number of other groups to use, under license,
CYP’s cells in various studies of their own, and 4) possibly a takeover.

Recommendation

CYP is not currently rated by Shaw and Partners. The data around CYPs MSCs - both its
own and that developed by external groups - and the partnering deals it is putting in place
increasingly point towards validation and industry acceptance of CYPs MSCs. CYP still
needs to show that its MSCs are at least as safe and effective as harvested MSCs, however
it has made significant steps forward towards being the only likely viable MSC solution for
large scale clinical applications, which is unrecognised by its market capitalisation of $45m.
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Rating Classification

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. Shaw acted for the company in a corporate capacity
within the past 12 months for which it received a fee.
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