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MONTHLY MARKET PERFORMANCE: MARKET COMMENTARY:

Closing Prices as of August 31, 2010 September brought relief to investors after a dismal August. Equity
prices climbed for four straight weeks and the S&P 500 index
struggled back to positive territory for the year. On August 31% the
S& P 500 was down 6.5% for the year while the Photonics Index was
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Advanced Photonix 14.6 211 55 A (23.0)v still up over 30% for the same period.
Agilent Technologies 9,3873| 4,7080| @4 v| (13.8)Vv| 440 COMMENTARY .
Andor Technology plc 93.8 37.0 7.8 A| 1224 A| 287 Bv: Mike Simon Revenue and earnings annour_wcements
y for 19 of the Index companies came
AXT Inc. 167.8 765 (BI)v| 59.6 o] 19.6 ms@oemcapital.com duri h e al
Cognex Corp. 773.9 2233| 46 4| 75a| 363 out during the past month; all were
Coherent Inc. 9234| 5463| 04 4| 242 4| 505 positive, “better than expected” except
Cyberopiics Corp, 534 Ba| GV /1Al WM for JIDSU and Oclaro where the revenue miss was insignificant.
EXFO Electro Optical 3515 199.4| (26)v| 457 a[ 90.8
Finisar Corp. 978.2 6200 | (202)v| 20.1 a| 2408 Broadband fiber: The “roll up” of companies in the fiber network
Gooch & Housego pic £53.9 £379] (3.7)v]| 89.1 a| 280 and bandwidth space continued into September: Court Square
Raima pic £1.0335 £4501] (12)v 95 al 203 acquired Fibertech Networks on August 25th for a $500+ million
™I . 1063.2 597.9 03 a 69 al 224 price. Ridgemont Equity acquired a majority of Unite Private
Infinera Corp. 8411 380.7] GNY| (70v| NM Networks on August 31st. PAETEC acquired Cavalier Telephone
IPG Photonics 1,003.0 7186 | 345 a| 247 a| 441 on September 13 in an all-cash deal valued at $460 million.
L URlEEE Co g 2EEr || AASE|| (8] S5 AL N Maxim Integrated Products (NASDAQ: MXIM) acquired
KLA Tencor Corp. 47005 | 18208[ (11.6)v| (241)v] 30.7 Phyworks Ltd for $72.5 millionin cash. Combined they will have a
Newport Corp. o]l STLTI[ RG] B2 O] BEY dominant position in the market for optical transceiver modules.
Oclaro, Inc. 4955 3925[ (17.1)v] 319 4] 491 Successful exit for VC Investors including Advent, Atlas and ADD
Ophir Optronics Ltd. 340.3 3811 (42)v] A37Nv| 00 Partners. Phyworks raised $23m in three rounds from 2001 to 2004.
Photonic Products 11.3 11.0 6.7V (2.0 v NM
Rolfin-Sinar 576.6 3559 @LVv| (145 v| 633 FLIR Systems (NASDAQ: FLIR) signed an agreement on August 16
Rudolph Tech. 477 T4al2| (85 V| 113 a| 730 to acquire ICx Technologies (NASDAQ: IXTC) from Wexford
Zygo Corp. 1204 980 (2O v| 114 a| NM Spectrum Investors. The transaction is valued at approximately

$274 million. The acquisition expands FLIR's capabilities into
advanced sensors for chemical, biological, radiological, nuclear and
explosives detection for the defense and homeland security markets,

Photonics Market Focus I ndex vs. S& P 500:

s the company said.

0% Rudolph Technologies acquired assets from Yield Dynamics
s0% (owned by MKL Instruments since 2007) on August 11. Terms were
s0% not disclosed. About 35 engineering and applications personnel will
a0% be joining Rudolph’s Data Analysis and Review business unit.

% PO / Financing News:

BT Imaging raised $3.8m Series A funding from existing investors

Allen & Buckeridge and Uniseed and new investor Applied Ventures,

0% the VC arm of Applied Materials. BT Imaging manufactures visual
¢ ; & ng’ inspection systems for the photovoltaic manufacturing industry.

B OEM Capital Photonicsindex M S&P 500 Index

SELECTED STATISTICSFOR INDEX COMPANIES:

Ciespace received $4m in Series A funding from new investors Arch
Venture Partners and the University of Tokyo. Ciespace will use the
proceeds to advance its innovative 3D digital modeling platform.

Key Statistics CY2007  CY2008  CY2009 Latest : . ) o
TV Towl ™ > > 0x 2ox > ox Ciespace was founded in 2004 and is based in Pittsburgh PA.
gﬁg? ;g?x( ﬁg 23 2%’3 Tech Valley Communications secured financing from Riverside

- : ) : ’ Partnersin July. Tech Valley operates 440 route moles of fiber optic
Return on Equity % 8.9% 9.6% (6.7% (5.8%) . X - i .

) network connecting 450+ commercial office buildings serving more
Gross Margin % 48.0% 50.0% 48.6% 45.0% . -

- than 900 customers in the Tech Valley Region of Upstate New Y ork.
SGE&A Margin % 25.2% 25.2% 25.6% 285% S > ? ;

o The acquisition activity in the broadband fiber space, with successful
EBITDANergn% 1a.0% 160% 14.3% 6.6% exits for PEG investors is sure to attract venture money to the smaller
EBIT Margin % 9.3% 11.3% 9.1% 0.9% ies like Tech Vall
Net Income Margin % 20% 88% (579 “8% companiesiike Tec &

Total Revenue, 1 Yr Growth % 18.8% 105% (L% (21.1%) .
Total Revenue, 2 Yr CAGR % 124% 14.2% 46%  (116%) OEM Capi tal
Total Revenue, 3 Yr CAGR % 7.2% 11.7% 8.9% (4.8%) Technology Investment Banking
PfTangBv 30x 33 40x 35 Software - Communications - Computers - Electronics
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