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Non-Binding Term Sheet Signed With Fujifilm; Reiterate Buy

Stock Data 09/02/2016
Rating Buy
Price A$0.42
Exchange ASX
Price Target A$1.00
52-Week High A$0.59
52-Week Low A$0.23
Enterprise Value (M) A$22.0
Market Cap (M) A$30
Public Market Float (M) 56.6
Shares Outstanding (M) 72.7
3 Month Avg Volume 135,856
Balance Sheet Metrics
Cash (M) A$4.90
Total Debt (M) A$0.00
Total Cash/Share A$0.07
Book Value/Share A$0.12

EPS Diluted
Full Year - Jun 2015A 2016E 2017E
1st Half -- (0.02) (0.03)
2nd Half -- (0.02) (0.03)
FY (0.06) (0.07) (0.11)
Revenue (M)
Full Year - Jun 2015A 2016E 2017E
1st Half -- -- A$1.00
2nd Half -- A$0.50 A$1.00
FY A$0.00 A$1.00 A$4.00
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Non-binding term sheet executed. Yesterday, Cynata announced
that it had signed a non-binding development and commercialization
term sheet with Fujifilm Corp. of Japan covering certain Cynata
technology, including the Australian firm's lead induced pluripotent
stem cell (iPSC) derived therapeutic mesenchymal stem cell (MSC)-
based product candidate, CYP-001. Pursuant to this term sheet,
the parties are to finalize a definitive agreement, which Cynata
management expects to be completed before the end of 2016. In the
wake of the signing of this agreement, we reiterate our Buy rating and
12-month price target of A$1.00 per share on Cynata.

Attractive deal terms from an established corporate partner.
We note that the inking of this non-binding term sheet constitutes
an encouraging development for Cynata, given the potential for a
definitive agreement to be signed with an established company like
Fujifilm. The term sheet anticipates that, under a definitive agreement,
Cynata will grant Fujifilm an option to an exclusive, worldwide licence
to market and sell Cynata's lead MSC product for prevention and
treatment of graft-versus-host disease (GvHD), as well as (a) an
option to negotiate a licence for manufacturing those products, and
(b) certain rights to Cynata's proprietary Cymerus™ technology for
the prevention and treatment of other diseases. The term sheet
further anticipates that, under a definitive agreement, FUJIFILM will
make a direct investment in Cynata by way of the acquisition of
Cynata shares to the value of US$3M. Such shares are to be priced
at, in consideration for the rights granted under the agreement,
a 35% premium to the six-month volume-weighted average price
(VWAP) as of 2 September 2016. The term sheet also contemplates
Cynata receiving certain upfront and milestone payments, together
with a royalty on end product sales. Entry into a definitive agreement
remains subject to satisfactory completion of negotiations. In our
view, Fujifilm's desire to collaborate with Cynata underscores the
potential value of Cynata's technology and enhances Cynata's rapidly
growing network of collaboration agreements, in the wake of other
arrangements signed with the German firm apceth and another
Japanese firm, Regience K.K. However, unlike those agreements,
which were platform-based, we note that this potential arrangement
with Fujifilm focuses on a specific development-stage candidate,
CYP-001, and a particular disease area (GvHD), although it could
extend to include other products and therapeutic indications. We
continue to expect Cynata to be aggressive in pursuing other licensing
agreements over the course of the coming months.

Valuation methodology and risks. We have employed a discounted
cash flow (DCF)-based approach that assigns a total value of roughly
A$81M to Cynata's technology platform, based only on collaborations
in the cardiology, regenerative medicine and oncology domains.
Our valuation translates into a price of A$1.00 per share, taking
into account roughly A$12M in cash and 90M fully-diluted shares
outstanding as of end-2016. Risks that could impede achievement of
our price target include, but are not limited to: (1) delays in regulatory
clearances for and enrollment in clinical trials; (2) the inability of
Cynata to consummate additional strategic partnerships; and (3)
adverse results from clinical studies with Cynata's candidates.

For definitions and the distribution of analyst ratings, analyst certifications, and other disclosures, please refer to pages 3 - 4 of this report.



Table 5: Cynata Therapeutics, Inc. (CYP.AX) – Historical Income Statements, Financial Projections 
 
FY end December 31 
A$ in thousands, except per share data 
 

 
 

Source: Company reports and Rodman & Renshaw estimates. 
 

2014A 2015A 1QE 2QE 3QE 4QE 2016E 1QE 2QE 3QE 4QE 2017E 2018E

Revenue

Collaboration revenue -                   -                   -                   -                   500              500              1,000           1,000           1,000           1,000           1,000           4,000           6,000           

Net sales -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

Cost of sales -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

Gross income (loss) -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

Operating expenses

Research & development 503              1,920           600              750              900              1,050           3,300           1,100           1,200           1,300           1,500           5,100           6,000           

Selling, general and administrative 602              831              300              350              400              450              1,500           550              600              650              700              2,500           3,200           

Share-based compensation expense 1,303           429              100              105              115              120              440              200              200              200              200              800              1,000           

Total expenses 2,408           3,180           1,000           1,205           1,415           1,620           5,240           1,850           2,000           2,150           2,400           8,400           10,200         

Gain (loss) from operations (2,408)          (3,180)          (1,000)          (1,205)          (1,415)          (1,620)          (5,240)          (1,850)          (2,000)          (2,150)          (2,400)          (8,400)          (10,200)        
-                   -                   -                   -                   

Other income (expense)

Other expenses (632)             (459)             -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

Depreciation and amortization 0                  (448)             -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

Other income (expense) -                   375              8                  7                  6                  5                  26                3                  7                  11                10                31                42                

Interest income (expense) -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   

Total investment income and other (632)             (532)             8                  7                  6                  5                  26                3                  7                  11                10                31                42                

Net income (loss) (3,039)          (3,712)          (992)             (1,198)          (1,409)          (1,615)          (5,214)          (1,847)          (1,993)          (2,139)          (2,390)          (8,369)          (10,158)        

Net income (loss) per share (basic) (0.07)            (0.06)            (0.01)            (0.02)            (0.02)            (0.02)            (0.07)            (0.02)            (0.03)            (0.03)            (0.03)            (0.11)            (0.11)            

Net income (loss) per share (diluted) (0.07)            (0.06)            (0.01)            (0.02)            (0.02)            (0.02)            (0.07)            (0.02)            (0.03)            (0.03)            (0.03)            (0.11)            (0.11)            

Weighted average number of shares outstanding (basic) 44,959         60,655         72,738         72,738         72,763         72,813         72,763         76,221         76,246         77,963         84,430         78,715         89,311         

Weighted average number of shares outstanding (diluted) 44,959         60,655         73,038         73,038         73,063         73,113         73,063         76,521         76,546         78,263         84,730         79,015         89,611         

2016E 2017E
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Important Disclaimers

Rodman & Renshaw is a unit of H.C. Wainwright & Co., LLC. Research is created and distributed by and securities are
offered through H.C. Wainwright & Co. LLC, (the "Firm") Member FINRA/SIPC, which conducts certain research activities under
the name Rodman & Renshaw.

H.C. WAINWRIGHT & CO, LLC RATING SYSTEM: H.C. Wainwright employs a three tier rating system for evaluating both
the potential return and risk associated with owning common equity shares of rated firms. The expected return of any given
equity is measured on a RELATIVE basis of other companies in the same sector. The price objective is calculated to estimate
the potential movements in price that a given equity could reach provided certain targets are met over a defined time horizon.
Price objectives are subject to external factors including industry events and market volatility.

RETURN ASSESSMENT

Market Outperform (Buy): The common stock of the company is expected to outperform a passive index comprised of all the
common stock of companies within the same sector.
Market Perform (Neutral): The common stock of the company is expected to mimic the performance of a passive index
comprised of all the common stock of companies within the same sector.
Market Underperform (Sell): The common stock of the company is expected to underperform a passive index comprised of
all the common stock of companies within the same sector.

Investment Banking Services include, but are not limited to, acting as a manager/co-manager in the underwriting or placement
of securities, acting as financial advisor, and/or providing corporate finance or capital markets-related services to a company
or one of its affiliates or subsidiaries within the past 12 months.

Distribution of Ratings Table as of September 5, 2016
IB Service/Past 12 Months

Ratings Count Percent Count Percent
Buy 185 95.36% 56 30.27%
Neutral 7 3.61% 2 28.57%
Sell 0 0.00% 0 0.00%
Under Review 2 1.03% 0 0.00%
Total 194 100% 58 29.90%

I, Raghuram Selvaraju, Ph.D. , certify that 1) all of the views expressed in this report accurately reflect my personal views about
any and all subject securities or issuers discussed; and 2) no part of my compensation was, is, or will be directly or indirectly
related to the specific recommendation or views expressed in this research report; and 3) neither myself nor any members of
my household is an officer, director or advisory board member of these companies.

None of the research analysts or the research analyst’s household has a financial interest in the securities of (including, without
limitation, any option, right, warrant, future, long or short position).
As of August 31, 2016 neither the Firm nor its affiliates beneficially own 1% or more of any class of common equity securities
of Cynata Therapeutics Limited.
Neither the research analyst nor the Firm has any material conflict of interest in of which the research analyst knows or has
reason to know at the time of publication of this research report.
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The research analyst principally responsible for preparation of the report does not receive compensation that is based upon any
specific investment banking services or transaction but is compensated based on factors including total revenue and profitability
of the Firm, a substantial portion of which is derived from investment banking services.

The Firm or its affiliates did not receive compensation from Cynata Therapeutics Limited for investment banking services within
twelve months before, but will seek compensation from the companies mentioned in this report for investment banking services
within three months following publication of the research report.

The Firm does not make a market in Cynata Therapeutics Limited as of the date of this research report.

The information contained herein is based on sources which we believe to be reliable but is not guaranteed by us as being
accurate and does not purport to be a complete statement or summary of the available data on the company, industry or security
discussed in the report. All opinions and estimates included in this report constitute the analyst’s judgment as of the date of
this report and are subject to change without notice.

The securities of the company discussed in this report may be unsuitable for investors depending on their specific investment
objectives and financial position. Past performance is no guarantee of future results. This report is offered for informational
purposes only, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction
where such would be prohibited. No part of this report may be reproduced in any form without the expressed permission of
H.C. Wainwright & Co, LLC. Additional information available upon request.
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