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Merger with L2S a favorable reconfiguration

for Bonzun’s shareholders
Johan Widmark | 2023-07-07 08:30

Bonzun has agreed to sell all shares in its subsidiary Bonzun Evolve to CBT-based sleep
therapy company Learning to Sleep (L2S, listed on First North) for a consideration of 311.2m
newly emitted shares in L2S, equivalent to a value of SEK 31.1m or SEK 0.25 per Bonzun share.
The deal will give Bonzun 77% of the shares in the combined company, after which the L2S
shares will be distributed to Bonzun’s shareholders. This will expand and strengthen both
companies’ offerings, while also paving the way to build a new business fully focussed on
digital CBT-based mental health.

Merger at a 152% premium

Bonzun's wholly-owned subsidiary, Bonzun Evolve, is transferred for a
consideration of SEK 31.1m, to be fully paid through 311.2m newly issued
shares in L2S at a price of SEK 0.10 per share. This corresponds to SEK 0.25 per
share in Bonzun, representing a premium of 152% compared to the closing
price the day before the announcement.

After the transaction, Bonzun will own approximately 77% of the shares and
votes in L2S, which it intends to distribute to Bonzun's shareholders. As for
Bonzun IVF, which offers digital support for IVF clinics and patients, it will
remain in the parent company and likely be spun off or sold, while the parent
company will offer its listing to an as-yet-unlisted company seeking to enter
the stock market through a reverse takeover. Through the deal, the current
owners of Bonzun will become shareholders in both the new L2S, which will
likely be renamed, and the old parent company Bonzun, where they can
continue as minority shareholders in some new venture.

Future focus on CBT therapy for stress and sleep

L2S is a digital sleep clinic that offers an efficient, side effect-free, and
evidence-based CBT treatment for qualified care of sleep problems through a
mobile application. The clinically validated method contributes to 90.3 percent
of patients achieving improved sleep after completing the treatment, thanks
in part to human interaction with psychologists. This means that L2S
complements Bonzun Evolve's digital program for handling and combating
stress very well.

L2S has struggled to find product-market fit, with reduced reimbursements for
digital providers from the public healthcare sector, and has relatively recently
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This commissioned research is for information purposes only. It is not an investment recommendation or investment advice.
See full disclaimer at the end of this report.



Commissioned Research
Bonzun AB

listings, find a new home for Bonzun IVF, and, most importantly, scale up and
cross-pollinate Bonzun Evolve and L2S’ CBT operations, we consider the deal
an overall favorable reconfiguration for Bonzun's shareholders.

With a continued need to trim costs for both companies, we now see a fair
chance for the combined company to turn to positive cash flow by 2026,
provided that Bonzun Evolve can continue to gather momentum. After the
completion of the deal, our combined DCF (20% discount rate) and valuation
multiples approach provide support for a fair value of SEK 0.17-0.21 per share
in the combined company (0.2-0.3 per Bonzun share) in 12-24 months, after
taking an estimated rights issue of SEK 16m in 2024 into account. We now see
a) securing long term financing, b) new Evolve license deals, c) further bolt-on
acquisitions, and d) sustained sales growth as the primary catalysts for the
share.

Estimate for Combined Company from Q4'23

MSEK 2021 2022 2023E 2024E 2025E
Revenue 0,5 1,1 6,5 10,0 16,3
EBITDA -6,7 -11,7 -8,2 -7,6 -2,6
EBIT -9,2 -33,6 -13,4 -12,0 -6,3
EPS Adjusted -0,57 -1,37 -0,16 -0,15 -0,10
Sales Growth, % -58% 118% 492% 53% 63%
EBITDA Margin, % -1317% -1058% -126% -76% -16%
EBIT Margin, % -1806% -3045% -205% -120% -39%

Source: Emergers

About Bonzun

Bonzun is Digital Therapeutics company whose platforms create
opportunities to help more individuals and tackle two of the great health and
societal challenges of our time, infertility and stress. Following Papilly's
reverse acquisition of Bonzun Health Information AB in 2020, Bonzun AB
consists of three parts.

Bonzun IVF is a digital support for IVF clinics and patients, which aims to
increase the chance of success with their IVF treatment and to reduce
patients' stress during treatment. The service was launched in 2019 and today
has users in 95 countries.

Bonzun Evolve is based on Papilly's previous operations, a research-based
digital tool for preventing stress and treatment through individual support
conversations and group conversations.

In addition to Bonzun IVF and Bonzun Evolve, there is also a business in
China, Bonzun (Kexuema) which launched back in 2014. Kexuema is a virtual
midwife in China that has today been downloaded by millions of Chinese
women, but is not actively developed and marketed today. The Bonzun
(Kexuema) service was originally also available in Sweden and other western
markets. However, the Swedish operations, including all markets outside
China, were sold in 2020 to Life of Svea (owners of, among others, Nyheter24,
Loppisgruppen, Familjeliv and Bréllopstorget).

Learning 2 Sleep

Learning 2 Sleep was founded in 2009 and is the only digital health service in
Sweden specialized in sleep disorders. The company aims to offer the best
digital CBT (Cognitive Behavioral Therapy) treatment for individuals with
sleep problems - without queues and regardless of geographical location.
Thus, Learning 2 Sleep provides location-independent support by
psychologists to provide a functioning and natural solution to patients' sleep
problems.

Emergers 2



Commissioned Research
Bonzun AB

Bonzun Evolve

Evolve is an evidence-based digital tool, developed by researchers and
psychologists at Karolinska Institutet, for stress management and self-
leadership based on Acceptance and Commitment Training (ACT), which is a
further development of the traditional cognitive behavioral therapy (CBT).

Sickness absence due to mental illness has increased steadily since 2010 and
today accounts for almost half of all ongoing sickness cases according to the
Social Insurance Agency (Forsakringskassan). Unfortunately, it is stress-
related sick leave that is increasing the most and has picked up speed again
after the pandemic.

Evolve offers a digital program for company employees to handle and combat
stress. It is a program that provides lifelong learning with concrete exercises
to provide behavioral changes that make the individual capable of managing
stress and the emotions that give rise to stress. During Q2’22, Bonzun was
approved by the Social Insurance Agency as an organizer of workplace-
oriented rehabilitation support, which is a huge seal of quality.

The sales process for Evolve is often started with a pilot for a department or
selected group before a decision is made about further use in larger parts of
the company. This means that the company often has to wait for the outcome
of the pilot before the company starts with the program to a greater extent. It
takes at least 8 weeks and sometimes more. As data shows that the program
can reduce stress of individuals by 25 percent (for the highly stressed by 30
percent), this means that the conversion rate from completed pilot to larger
contracts is high.

Bonzun IVF

The global IVF market is estimated at approximately USD 15 billion with an
expected annual growth (CAGR) of 6.5 percent from 2021 to 2028. According
to the market research company Grand View Research, the main driving force
is considered to be a continuously reduced fertility in men and women. The
average cost of an IVF treatment varies from 3,000 USD to 12,000 USD
depending on the assessor and market. Bonzun IVF's average revenue per
customer is currently around USD 6.

Distribution of L2S share to Bonzun owners

After completion of the Transaction, Bonzun will own approximately 77
percent of the shares and votes in Learning 2 Sleep.[4] Bonzun intends to
distribute the Consideration Shares to the shareholders in Bonzun as soon as
practically possible. The distribution of the Consideration Shares presupposes
that Bonzun has established the annual accounts for the current financial
year in order to demonstrate sufficient distributable funds. In order to
implement the dividend during 2023, Bonzun plans to shorten the current
fiscal year to the period 1 January - 30 September 2023. The decision to
reorganize Bonzun's fiscal year is proposed to be made at the extraordinary
general meeting that is proposed to approve the Transaction. Furthermore,
the distribution of the Consideration Shares will be subject to decision at the
annual general meeting for the shortened fiscal year 1 January - 30 September
2023. For these reasons, and according to Bonzun's current assessment, the
implementation of the dividend is expected to take place at the end of 2023.
However, the size of the dividend may change and is dependent on several
different factors that affect Bonzun's financial position at the actual time of
the distribution of the Consideration Shares and will be announced at the
latest in connection with the announcement of the invitation to the following
annual general meeting.
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Disclaimer

General disclaimer and copyright

This material is not intended to be financial advice. This material has been commissioned by the Company in question and
prepared and issued by Emergers, in consideration of a fee payable by the Company. Emergers charges a standard
monthly fee for the production and broad dissemination of a detailed note followed by regular update notes. Fees are paid
upfront in cash without recourse. Emergers may seek additional fees for the provision of roadshows and related IR services
for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or
warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources
that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report and have not
sought for this information to be independently verified. Opinions contained herein represent those of the research analyst at
Emergers at the time of publication. The company has been given the opportunity to influence factual statements before
publication, but forecasts, conclusions and valuation reasoning are Emergers’ own. Forward-looking information or
statements contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet
determinable, and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual
results, performance or achievements of their subject matter to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Emergers shall not be liable for any direct, indirect or
consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in connection
with the access to, use of or reliance on any information contained in this material.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as,
personalised advice. Also, the information provided by us should not be construed by any subscriber or prospective
subscriber as Emergers’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in
this material may not be eligible for sale in all jurisdictions or to certain categories of investors. Investors are encouraged to
seek additional information as well as consult a financial advisor prior to any investment decision.

Investment in securities mentioned: Emergers has a restrictive policy relating to personal dealing and conflicts of interest.
Emergers does not conduct any investment business. Emergers parent company Incirrata AB does hold a position in the
security mentioned in this report. The respective directors, officers, employees and contractors of Emergers may have a
position in any or related securities mentioned in this report, subject to Emergers' policies on personal dealing and conflicts
of interest.

Copyright: Copyright 2021 Incirrata AB (Emergers)

United Kingdom

This document is prepared and provided by Emergers for information purposes only and should not be construed as an offer
or solicitation for investment in any securities mentioned or in the topic of this document. A marketing communication under
FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional
experience in matters relating to investments, i.e. investment professionals within the meaning of Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth
companies, unincorporated associations or other bodies within the meaning of Article 49 of the FPO and (iii) persons to
whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available
only to such persons. It is not intended that this document be distributed or passed on, directly or indirectly, to any other
class of persons and in any event and under no circumstances should persons of any other description rely on or act upon
the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to
or published in whole or in part by, any other person.

United States

Emergers relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11) of the
Investment Advisers Act of 1940 and corresponding state securities laws. This report is a bona fide publication of general
and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the
needs of current and/or prospective subscribers. As such, Emergers does not offer or provide personal advice and the
research provided is for informational purposes only. No mention of a particular security in this report constitutes a
recommendation to buy, sell or hold that or any security, or that any particular security, portfolio of securities, transaction or
investment strategy is suitable for any specific person.
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