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T2 Biosystems, Inc. (NasdagGM: TTOO) Morning Note
Reiterating our Strong Buy Rating and March 7, 2018
Continuing our 12-Month Price Target of $12.00

T2 Biosystems Positions Itself to be A Disruptor in Healthcare

T2 Biosystems, Inc. (TTOO) reported 4Q and EOY 2017 results yesterday, March 6, 2018.
The call was characterized by positive information regarding organic revenue growth as
a consequence of securing new contracts and a rising rate of adoption of the T2Dx®
Instrument with the T2Candida Panel. 2017 product revenue increased by 100% to $3.4
million and total revenue increased 15% to $4.7 million. Upon FDA clearance of the
T2Bacteria Panel, anticipated in 2Q-2018, the rate of growth is expected to continue to
increase further as TTOO’s diagnostic systems will then offer hospital administrators
and clinicians a method to treat 90% of sepsis patients with a technology that provides
faster and more targeted diagnostic information and treatment options. An example of
the disruptive technology potential of the TTOO systems compared to current blood
culture technology, routinely used in hospital laboratories was cited during the May 6
conference call. Blood samples from 800 patients in the clinical trial who were already
taking antibiotics for an infection were tested with the T2Bacteria panel. Of the 800, only
102 had an_active infection. Of those, less than 30% were receiving an effective
antibiotic. As a consequence of compelling trial results, we are reiterating our Strong
Buy rating and continuing our $12.00 price target.

Recent TTOO Announcements

e March 6, 2018: TTOO was awarded a grant of up to $2 million from CARB-X to accelerate
the development of new tests to identify 20 additional bacterial species targets (including
resistant targets), with a focus on blood-borne pathogens on the CDC antibiotic resistance
threat list. Included are Carbapenem-resistant Enterobacteriaceae and Methicillin-
resistant Staphylococcus aureus. TTOO will receive an initial award of up to $1.1 million,
and up to an additional $0.9 million with achievement of specific milestones. CARB-X
is jointly led by BARDA and the Wellcome Trust, a global charitable foundation based in the
U.K.

e February 9, 2018: Compelling results of two TTOO large clinical studies, STAMP and
DIRECTZ2, were published in the Journal of Clinical Microbiology and Clinical Infectious
Diseases, respectively. The studies both validated, with statistical significance, the T2Dx
using the T2Candida Panel as faster and more accurate than conventional blood culture
based technologies for identifying the five most common species of Candida. In patients
not yet treated, T2Dx and the T2Candida Panel delivered results in hours rather than days,
allowing targeted therapy for the type of Candida discovered. Among patients already
treated, T2 diagnostic, also detected ongoing infections that standard routine blood cultures
techniques missed, insuring patients were cured before treatment was discontinued and
reducing the likelihood of hospital readmissions.



mailto:sbrozak@wbbsec.com

Notable TTOO Results for Full Year 2017

e The total worldwide installed base increased to 67 T2Dx instruments covering 157
hospitals in the U.S. and Europe, providing access to an estimated 495,000 high-risk
patients for testing with the T2Candida and subsequently T2Bacteria Panels when U.S.
market clearance is granted.

e The European CE Mark, which enables marketing the T2Bacteria Panel outside of the U.S.
was granted and a 510(k) application was filed with the FDA for market clearance of the
T2Bacteria Panel in the U.S. The company now anticipates a 6 to 9 month approval
process, which would lead to anticipated market clearance in 2Q-2018. The company
expects to provide full-year 2018 financial guidance upon FDA clearance of the T2Bacteria
Panel.

e A number of new partnerships were entered into, including one with the CDC to use the

T2Dx Instrument for detecting the superbug Candida auris and another with Cidara
Therapeutics, Inc. (CDTX), using the T2Dx Instrument with the T2Candida Panel to
facilitate patient enrollment in CDTX’s Phase 3 clinical trial.

e An equity financing raised $20.1 million in gross proceeds that will fund commercial
expansion and continued research and development of the TTOO pipeline was completed.

Notable TTOO Financial Results for 40-2017

e Revenues were $1.7 million, a 55% increase over 3Q revenues of $1.1 million and an 87%
increase over 4Q-2017 revenue of $910,000.

e Product revenues, primarily T2Candida Panel and T2Dx Instrument sales, were $1.3
million, a 76% increase over 3Q product revenue of $739,000 and a 125% increase over
4Q-2017 product revenue of $579,000.

e Research revenue of $325,000 compared to $369,000 in 3Q and $331,000 in 4Q-2017.

e Costs and expenses, excluding cost of product revenue, were $9.8 million, a decrease of
14% over 3Q costs and expenses of $11.4 million and a 16% decrease over 4Q-2017 of
$11.7 million. The company is seeking to reduce research and development spending as it
increases preparations for commercial sales activities.
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Distribution of Ratings and Disclosure of Banking Relationships: The following table shows
WBB'’s ratings distribution expressed as a percentage of all securities rated as of the end of the
most recent calendar quarter, as well as the percentage of subject companies within each
rating category for whom WBB has provided investment banking services within the previous 12
months. WBB has acted as a co-manager for T2 Biosystems in the last 12 months.

Percentage of Percentage of
Covered Banking
Securities Clients
Buy 62% 25%
Hold 23% 0%
Sell 15% 0%

The research analyst who is primarily responsible for the research contained in this research report and
whose name is listed on this report: (1) attests that all of the views expressed in this research report
accurately reflect that of the research analyst's personal views about any and all of the securities and
issuers that are the subject of this research report; and (2) attests that no part of that research analyst's
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views
expressed by the research analyst in this research report.

AllWBB Securities, LLC ("WBB") employees, including research associates, receive compensation that is
based in part upon the overall performance of the firm, including revenues generated by WBB's investment
banking department, but not directly related to those revenues.

Although information herein has been obtained from sources believed to be reliable, we do not guarantee
its accuracy, completeness or fairness. Opinions and estimates may be changed or withdrawn without
notice. This report is not intended as an offer or solicitation, or as the basis for any contract, for the
purchase or sale of any security, loan or other instrument. We or our affiliates or persons associated with
us or such affiliates (“Associated Persons”) do not maintain a long position in securities, loans or other
instruments referred to herein or in other securities, loans or instruments of issuers named herein, or in
related derivatives; we may purchase or sell, make a market in, or buy or sell on a principle basis, or
engage in other transactions involving such securities, loans or instruments of such issuers; and/or provide
investment banking, credit, or other services to any issuers named herein. The author of this report and
the officers of WBB do not own options, rights or warrants to purchase any of the securities of the issuer
whose securities are recommended, unless the extent of ownership is nominal. The past performance of
securities, loans or other instruments does not guarantee or predict future performance. This report may
not be reproduced or circulated without our written authority.
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