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Event
We attended an analyst conference call hosted by Dr. Gerald
Niznick, founder and President of privately-held dental implant
maker ImplantDirect.

Key Points
• Will pricing pressure increase as innovation declines? As

the founder of low-cost dental implant maker ImplantDirect, Dr.
Niznick has, over the last years, aggressively taken on premium
dental implant makers Nobel and Straumann by offering similar
implants at a substantial discount. According to Dr. Niznick,
Nobel is the main player his company has been taking market
share from, but he plans to increasingly target Straumann
products too. Blaming the lack of real innovation, Dr. Niznick
sees pricing pressure increasing on premium dental implant
makers, as he considers Straumann's and Nobel's new
products as marketing gimmicks rather than real, value-added
innovation. While Dr. Niznick sees great growth potential in the
dental implant market going forward, he believes the two market
leaders should adapt their strategies to position themselves on
a larger scale (e.g. by offering lower cost implants too).

• Golden years are over, but market expectations reflect that:
We agree that the golden years of consistent mid-teens top-line
growth driven by volume and mix improvements may well be
over for premium dental implant makers. On the other hand, the
fact that the cost component an implant represents as share of
the total procedure cost (c. 10-15%) combined with the
conservative behaviour of numerous dentists is likely to
continue to protect the market share of premium providers.
Low-cost players have, so far, failed to gain real critical mass,
with most of them having sales of $50m or less. Finally, we see
current valuation levels already reflecting a more muted growth
outlook (especially for Nobel), i.e. compounded high single-digit
top-line growth over the next years, with EBIT margins in the
high-twenties rather than low-to mid-thirties, reflecting a higher
share of sales in the lower margin non-implant space as well as
a more difficult pricing environment.

• Relative preference for Nobel: Between the two players, we
continue to prefer Nobel on valuation grounds (Straumann
trades at a 30% 2011 P/E premium to Nobel on our estimates,
and 15% based on consensus numbers). In addition, we
believe that a volume recovery is more likely to start in the US,
to which Nobel is more exposed (c. 33% of sales vs. c. 20% for
Straumann). We retain our Buy rating on Nobel Biocare (NOBN
VX, TP CHF 33) and Underperform rating (TP CHF 230) on
Straumann (STMN SW).
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Investment Summary
Premium dental implant makers Nobel Biocare and Straumann
are likely to see the market stabilise and recover later this year,
driven by the US. However, innovation - and hence pricing power
- might decline. We have a relative preference for Nobel over
Straumann.
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ANALYST CERTIFICATIONS
I, Stephan Gasteyger, certify that all of the views expressed in this research report accurately reflect my personal views about
the subject security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed in this research report.

I, Ingeborg Øie, certify that all of the views expressed in this research report accurately reflect my personal views about the
subject security(ies) and subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed in this research report.

As is the case with all Jefferies International Ltd. employees, the analyst(s) responsible for the coverage of the
financial instruments discussed in this report receive compensation based in part on the overall performance of the
firm, including investment banking income. We seek to update our research as appropriate, but various regulations
may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Meanings of Jefferies International Ltd. Ratings
Buy - Describes stocks that we expect to provide a total return (price appreciation plus yield) of 15% or more within
a 12-month period.

Hold - Describes stocks that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus
10% within a 12-month period.

Underperform - Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of
10% or more within a 12-month period.

Our focus on mid-capitalization and growth companies implies that many of the companies we cover are typically
more volatile than the overall stock market, which can be amplified for companies with an average stock price
consistently below $10. For companies in this category only, the expected total return (price appreciation plus yield)
for Buy rated stocks is 20% or more within a 12-month period. For Hold rated stocks with an average stock price
consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a
12-month period. For Underperform rated stocks with an average stock price consistently below $10, the expected
total return (price appreciation plus yield) is minus 20% within a 12-month period.

NR - The investment rating and price target have been temporarily suspended. Such suspensions are in
compliance with applicable regulations and/or Jefferies International Ltd. policies.

CS - Coverage Suspended. Jefferies International Ltd. has suspended coverage of this company.

NC - Not covered. Jefferies International Ltd. does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies International Ltd. engagement in certain
transactions, company policy or applicable securities regulations prohibit certain types of communications,
including investment recommendations.

Monitor - Describes stocks whose company fundamentals and financials are being monitored, and for which no
financial projections or opinions on the investment merits of the company are provided.

Valuation Methodology
Jefferies International Ltd. methodology for assigning ratings may include the following: market capitalization,
maturity, growth/value, volatility and expected total return over the next 12 months. The price targets are based on
several methodologies, which may include, but are not restricted to, analyses of market risk, growth rate, revenue
stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E,
PE/growth, P/CF, P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E,
sum of the parts, net asset value, dividend returns, and return on equity (ROE) over the next 12 months.

Risk which may impede the achievement of our Price Target
This report was prepared for general circulation and does not provide investment recommendations specific to
individual investors. As such, the financial instruments discussed in this report may not be suitable for all investors
and investors must make their own investment decisions based upon their specific investment objectives and
financial situation utilizing their own financial advisors as they deem necessary. Past performance of the financial
instruments recommended in this report should not be taken as an indication or guarantee of future results. The
price, value of, and income from, any of the financial instruments mentioned in this report can rise as well as fall
and may be affected by changes in economic, financial and political factors. If a financial instrument is
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denominated in a currency other than the investor's home currency, a change in exchange rates may adversely
affect the price of, value of, or income derived from the financial instrument described in this report. In addition,
investors in securities such as ADRs, whose values are affected by the currency of the underlying security,
effectively assume currency risk.
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Distribution of Ratings
IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY [BUY/ SB] 494 54.00 44 8.91

HOLD [HOLD] 364 39.80 22 6.04

SELL [SU/ UNPF] 56 6.10 4 7.14

This material has been issued and approved by Jefferies International Limited ("JIL"), a firm authorized and
regulated in the United Kingdom ("UK") by the Financial Services Authority ("FSA"). Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material will be distributed in the United States
("US"), by Jefferies & Company, Inc. ("JEFCO"), a US-registered broker-dealer, which accepts responsibility for its
contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of 1934.
Transactions by or on behalf of any US person may only be effected through JEFCO.

In the UK, this material is intended for use only by persons who have, or have been assessed as having, suitable
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professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. For
Canadian investors, this material is intended for use only by professional or institutional investors. None of the
investments or investment services mentioned or described herein is available to other persons or to anyone in
Canada who is not a "Designated Institution" as defined by the Securities Act (Ontario). For investors in the
Republic of Singapore, this material is provided by Jefferies International Limited through Jefferies Singapore
Limited ("JSL") pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this
document is intended solely for accredited, expert or institutional investors, as defined under the Securities and
Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or in connection with this material,
please contact JSL in Singapore at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624, telephone: +65
6551 3950.

The information set forth herein was obtained from sources believed to be reliable, but has not been independently
verified by JIL, JSL or JEFCO. Therefore, except for any obligation under the rules of the FSA we do not guarantee
its accuracy. Additional and supporting information is available upon request. This is not an offer or solicitation of
an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or estimate
constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. JIL,
JSL, JEFCO, their associates or affiliates, and their respective officers, directors, and employees may have long or
short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request JIL may provide specialized
research products or services to certain customers focusing on the prospects for individual covered stocks as
compared to other covered stocks over varying time horizons or under differing market conditions. While the views
expressed in these situations may not always be directionally consistent with the long-term views expressed in the
analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably
explained.

This material does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or
recommendation in this report is suitable for their particular circumstances and, if appropriate, seek professional
advice, including tax advice. The price and value of the investments referred to herein and the income from them
may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss
of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or
income derived from, certain investments.

JIL research reports are disseminated and available primarily electronically, and, in some cases, in printed form.
Electronic research is simultaneously available to all clients. This report or any portion hereof may not be reprinted,
sold or redistributed without the written consent of JIL. JIL has adopted a conflicts management policy in
connection with the preparation and publication of research, the details of which are available upon request in
writing to: The Compliance Officer, Jefferies International Limited, Vintners Place, 68 Upper Thames Street,
London EC4V 3BJ; telephone +44 (0) 20 7029 8000; facsimile +44 (0) 20 7029 8010.
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