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SomnoMed (SOM)

Retaining guidance following a patchy 3Q22

Announcement highlights

SomnoMed (SOM) announced their March Q trading update today, with total 3Q22 revenues of $17.3M (+10% vs pcp) which represented +21%
growth vs pcp when excluding 3Q21 COVID benefits in Netherlands (a core market), noting 3Q21 was a very weak pandemic affected period for
SOM. Geographically sales were divided by; Europe $10.2M (+13% vs pcp), US sales of $5.76M (+42% vs pcp) and APAC sales of $1.4M (+8% vs
pcp). Sales were a miss to our 3Q22 estimates across all geographies (-9% vs WILSe at group level).

Cash balance of $14.8M as of 31 March (equating to $8M net cash) will continue to support SOM’'s R&D development plans related to their new
product launch, Rest Assure®, with ~$1.7M R&D investment remaining in FY22 guided budget (of $8.0M total).

FY22 guidance was reaffirmed: Revenue growth >15% with breakeven EBITDA.

Wilsons’ view

Initial analysis

Table 1. SOM's 3Q22 revenue vs pcp and our forecasts

(AUD$m) 3Q21 3Q22 %chg Forecast %chg Var (abs$) Y%var
USA 4.1 58 42% 6.6 63% 0.8 -13%
Europe 9.0 10.2 13% 11.0 22% 0.8 -7%
APAC 1.3 1.4 8% 1.5 12% 0.1 -4%
Core revenue 14.4 17.3 21% 19.1 33% 1.7 -9%

Note: that 3Q21 core revenue shown here excludes COVID HICs funding in Europe of $1.36M.

Source: SOM, Wilsons

Sales momentum in US moderated off back of very strong 2Q22. Geographically all regions were in growth vs a weak COVID-affected 3Q21 pcp.
On a QoQ basis we saw declines in both US and APAC with Europe flat. When comparing to a (just) pre-COVID affected period (3Q20) we can
see low double-digit growth (11%) across APAC/EU with US at +7% vs 3Q20 suggesting a return to modest growth following periods of COVID-
volatility for SomnoMed'’s business. Investments in SOM’s US salesforce appear to be having an impact, with this being a supporting factor for
strong growth in this market in 4Q22.

Figure 1. SOM quarterly geographic sales (FY20-3Q22).

Source: SOM, Wilsons.
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Guidance reaffirmation implies strong 4Q. SomnoMed reaffirmed their FY22 revenue guidance of at or above 15% growth — implying ~$72M total
FY22 revenue. Our current forecasts are in line with this guidance, meaning that there is a strong 4Q22 sales performance expected based on
3Q22 numbers. At a group level this implies 4Q22 growth of 29% vs pcp or 20% QoQ, with double digit growth across all regions. 4Q22 is a
relatively strong seasonal period for SOM. Our current divisional forecasts for APAC and EU seem achievable in 4Q22 however our North
American forecast of $7.4M requires a very strong rebound. We question whether the impending Rest Assure® launch in that region in 2023 may
be pushing out some demand as customers wait for the new and improved version.

R&D spend/ Rest Assure® progress. We note $6.3M has been expensed YTD of a guided $8.0M FY22 investment in R&D associated with Rest
Assure® development. SomnoMed presented Rest Assure® at the World Sleep conference in Rome to a positive reception, and have since filed
an international patent application. FY22 hopes to see design finalisation with regulatory submissions for approval in FY23. We anticipate the
potential for a limited launch/early sales in 2H23, notwithstanding significant hurdles.

Earnings implications

Our implied 4Q22e revenue forecast (WILSe $20.9M) is supported by SOM's reaffirmation of their FY22 revenue guidance today, noting that our
divisional splits between US and EU perhaps require some moderation with EU being a stronger 4Q contributor than anticipated, in the absence of
of = 50% North American sales growth (4Q22e v pcp). We forecast FY22e EBITDA of $0.3M.

Investment view

Investment view and PT under review. Our last published rating was OVERWEIGHT with a $2.40 price target.
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Disclaimers and Disclosures

Recommendation structure and other definitions

Definitions at wilsonsadvisory.com.au/disclosures.
Analyst certification

Each analyst of Wilsons Advisory and Stockbroking Limited (ACN 010 529 665: AFSL 238375) (“Wilsons”) whose name appears in this research
certifies that (1) the recommendations and opinions expressed in this research accurately reflect the analyst's personal, independent and objective
views about any and all of the subject securities or issuers; (2) no part of the analyst’'s compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by the analyst in the research; and (3) to the best of the analyst's knowledge, he/she is not in
receipt of material non-public information about the issuer.

Disclaimer

This document has been prepared by Wilsons. This communication is not to be disclosed in whole or part or used by any other party without
Wilsons' prior written consent. All material presented in this document, unless specifically indicated otherwise, is under copyright to Wilsons. None of
the material, its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of Wilsons. This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to
law or regulation or which would subject Wilsons to any registration or licensing requirement within such jurisdiction.

This document is being supplied to you solely for your information and no action should be taken on the basis of or in reliance on this document. To
the extent that any information prepared by Wilsons contains any financial product advice, it is general advice only and has been prepared by
Wilsons without reference to your objectives, financial situation or needs. You should consider the appropriateness of the advice in light of your own
objectives, financial situation and needs before following or relying on the advice. You should also obtain a copy of, and consider, any relevant
disclosure document before making any decision to acquire a financial product. Please refer to Wilsons' Financial Services Guide for more
information: wilsonsadvisory.com.au/disclosures. Any person, before acting on any advice contained within this communication, should first consult
with a Wilsons investment adviser to assess whether the advice within this communication is appropriate for their objectives, financial situation and
needs. Those acting upon such information without advice do so entirely at their own risk.

This document provided by Wilsons is current as at the date of the issue but may be superseded by future publications. Wilsons assumes no
obligation to update the information or advise on further developments relating to the company or companies covered in this document
(“Companies”) or relevant financial products. Wilsons has not independently verified all of the information given in this document which is provided at
a point in time and may not contain all necessary information about the Companies. Wilsons makes no warranty, express or implied, concerning any
information prepared by Wilsons. Wilsons expressly disclaims (1) any implied warranty of merchantability or (2) fitness for a particular purpose,
including any warranty for the use or the results of the use of any information prepared by Wilsons with respect to their correctness, quality,
accuracy, completeness, reliability, performance, timeliness, or continued availability. Wilsons’ research content should be viewed as an additional
investment resource, not as your sole source of information. To the fullest extent permitted by law Wilsons, its related bodies corporate and their
respective officers, directors, employees or agents, disclaim any and all liabilities for any loss or damage howsoever arising in connection with the use
of this document or its contents. Past performance does not necessarily indicate a financial product’s likely future performance.

This document may contain “forward-looking statements”. Forward-looking statements, opinions and estimates provided in this document are based
on assumptions and contingencies which are outside the control of Wilsons and are subject to change without notice (including but not limited to
economic conditions, market volatility and company-specific fundamentals), and therefore may not be realised in the future.

This report does not constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or
commitment whatsoever.

Regulatory disclosures

Wilsons restricts research analysts from trading in securities for which they write research. Other Wilsons employees may hold interests in the
company, but none of those interests are material. Wilsons further advises that at the date of this report, neither Wilsons Advisory and Stockbroking
Limited or Wilsons Corporate Finance Limited have any material interests in the company.

Wilsons Corporate Finance Limited ACN 057 547 323, AFSL 238 383 acted as Lead Manager and Underwriter in the March 2020 accelerated pro-
rata non-renounceable entitlement offer of SomnoMed Limited securities for which it received fees or will receive fees for acting in this capacity.
Wilsons Corporate Finance Limited ACN 057 547 323, AFSL 238 383 acted as Joint Lead Manager in the February 2018 accelerated pro-rata non-
renounceable entitlement offer of SomnoMed Limited securities for which it received fees or will receive fees for acting in this capacity. Wilsons
Corporate Finance Limited acted as Lead Manager in the May 2016 placement of SomnoMed Limited securities for which it received fees or will
receive fees for acting in this capacity. Wilsons Advisory and Stockbroking Limited may have a conflict of interest which investors should consider
before making an investment decision. Wilsons Advisory and Stockbroking Limited, Wilsons Corporate Finance Limited and its related bodies
corporate trades or may trade as principal in the securities that are subject of the research report.
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