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| MONTHLY MARKET PERFORMANCE: | Photonics Market Focus Index companies trade for an average of

_ _ 2.5 times sales and 22.3 times earnings. Take a look at some of the
Closing Prices as of December 31, 2010 — - PE ratios on the left; an old professor of mine made the case that the
alfned MRl PE ratio is directly related to the

MerketGap  Revenue Chagf; (30 C[';an}D%e PIE COMMENTARY expected growth rate (in percent) of a

Advanced Photonix Inc. 422 80|  421a| 11894 NM By: Mike Simon publicly traded company. Many of
Agient Technologies Inc. | 144012| 54440 147 A| 324 4| 324 ms@oemcapital.com the industry executive’s I’ve spoken
Andor Technology pic 227 W27 BOA| 1904 4| 344 with recently talk about 25% to 30%
AXT NG, 3203 %65 11 al 2080 a| 261 growth in photonics, with new markets like the BRIC countries
Cognex Comp. 11778 2571 28 a|  622a| 339 driving global salesto new heights.
Coherent Inc. 11306 051 55a| 5L0a| 330

rOpiics Corp. 558 520 35v| 288 a| 816
e o — e NOTABLE RECENT TRANSACTIONS:
FE ¢ anzmoomm 22;2“5‘ zgi‘g ;g 4 2;:2 4 gg Gooch & Housego PLC announced the acquisiion of EM4
é.?f;r&ﬁ&s — e 6'7: 212‘9: — (Bedford MA) on December 16th. Gooch & Housego plc will pay
s P S S s o $12 million in cash and $7 million as earn out based on EM4's
TEVALS 14357 399'7 11'4 = 44'2 = 32'8 EBITDA initsfinancial year to December 31, 2011, in cash in March
i T T a =i S5 2012. EM4 designs, develops, and manufactures optoelectronic
PG Photonics 14784 =56 03 al &0l 509 components for defense, homeland security, life science, CATV,
I0S Uniphase Corp 32243 14713| 194 a| 7124 WM telecommunication, and industrial markets.
KLA-Tencor Corp 6,455.4 2,160.4 06 A A7 A 207
Newport Corp. 5106 85| 1L7A| 844 a| 423 . . _
Oiaro, Inc. 5.2 88| 294 a| 007 a| 675 |PO / Financing News:
OpIC e I gl MBEE N894 0o ate Focused Photonics (Hangzhou, China) announced a public offering
2?029 Products - 0&13'2 422'2 g?' g'g)' 3';'\;' in December. Through their USA subsidiary, Focused Photonics
= d: phnirech ’258' 7 170'2 11'5 : 15'9 : 19'2 markets online gas analyzers, diode laser absorption spectrometers
Fo0ET SES T - =i T35 and other photonics based industrial process control equipment.

Focused Photonics had hoped to go public in 2008 but the market
crash and recession wiped out any possibility of an offering in 2008.

e In December GSI Group Inc. (OTCPK: LASR.D) announced s shelf

registration of $28.26 million, a reverse stock-split and application to
list on the NASDAQ Global Market. GSl has built a portfolio of

figures in $ millions unless othennise noted

100%

o businesses in laser systems, lasers and precision motion through an
oo aggressive corporate development program implemented over the

past 12-13 years. The most notable deal was the GSI’s tender offer
for and acquisition of Excel Technology during the summer of 2008

for approximately $350 million, a dea that nearly killed the
o% | Company (In bankruptcy from November 2009 to May 2010).

% e A e S s mBio Diagnostics (Boulder, CO) raised $2 million in a private

] ] placement announced on December 23rd. mBio operates as a

M OEM Capital PhotonicsIndex M S&P 500 Index subsidiary of Precision Photonics. mBio develops multiplexed

SELECTED STATISTICSFOR INDEX COMPANIES: optical bioassay systems for HIV and AIDS-related co-infection

screening as well as integrated sample handling and detection

Key Statistics CY2006 CY2007 CY2008 CY2009 Latest s - - .
TEV/Toml Revente Tox Tox 2o 2o 2o systems for research applicationsin the life sciences sector.
TEV/IEBITDA 11.1x 7.1x 25.5x 15.6x 14.3x
TEVIEBIT 12.9x 9.0x 38.5x 19.5x 17.5x PR| VAT E EQ U | TY W RA P_U P 2010
Gross Margin % 48.2% 29.8% 48.4% 45.4% 48.7% e A .
EBITDA Margin % 13.8% 16.0% 14.3% 7.5% 17.1%
EBIT Margin % 2.1% 11.3% 9.1% 17% 12.4% Private equity deals rebounded in 2010. Buyout shops closed 3,380
$§;n;°me Mafgg °/é o (15849;/; (98;;/; (51-5;3 (2560;? (25964;/; transactions valued at $225 hillion, almost twice the volume of 2009

evenue, r Growth % .4%) .5%0) .0% .8% .0%) . :
Total Revenue, 2 Yr CAGR % (106%)  (11.6%) (4.3%) 13.2% 0.6% (Thom_sc_)n Reuters) but it was t.h? worst year _Since 200.4 _for
Total Revenue, 3 Yr CAGR % 6% ©7%) 69%) 5,20 @29 fundraising. 484 funds reported raising a total of just $225 hillion.
EBITDA, 1 Yr Growth % (293%)  (23.1%) 132%  1473%  (765%) PEGs have over $600 billion in dry powder. If the IPO market heats
EBITDA, 2 Yr CAGR % (826 (254% N L up in 2011 we expect more PEG exits and it could be a good year for
EBITDA, 3 Yr CAGR % (38.0%) (19.4%) (12.5%) 29.8% (4.0%)
Inventory, 1 Yr Growth % (11.2%) (2.8%) 2.1% 20.7% (18.6%) returns.

Source of financial data: Standard & Poor’s, CapitallQ, FT and Thomson Financial
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Performance of the S&P 500 from January 4th 2010 through Soﬁwl—r(:c_:Eggﬁ%?lcigxgs_tgﬁgzgih lé:gcgromcs
Da:ember 31st 2010: Up 11.0% fOf the year Performance Of the 2507 Post Road « Southport CT 06890-1259 « Tel (203) 254-0200 ¢ Fax (203) 259-4041
Photonics Market Focus I ndex up 76.8% for the year. 23 of the 24 www.oemcapital.com

companiesin the Index were up for the year.
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