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Hello fellow shareholders, valued customers and dedicated employees. I’m Germain Lamonde, EXFO’s Chairman, President and CEO, and I would like to take a few minutes to talk to you about our acquisition of PicoSolve, a Swedish-based company offering ultra-high-speed optical sampling oscilloscopes for 40G and 100G next-generation networks.
In this presentation, I will:
Explain the rationale behind this small, but strategic, acquisition; 
Provide you with background information on PicoSolve; 
Review the company’s product portfolio and describe how we’re going to leverage its technologies across our business segments; 
Outline PicoSolve’s value proposition to customers; and 
Summarize the market opportunity for optical sampling oscilloscopes that will present itself in the coming years.


'Forward-Looking Statements

Certain statements in this presentation, or given in response to your
guestions, may constitute forward-looking statements within the
meaning of the Securities Act of 1934. The Private Securities
Litigation Reform Act of 1995 provides “safe-harbors” for such
forward-looking statements and we intend that any forward-looking
statements made today be subject to the safe harbors. We caution
you that any forward-looking statements are just predictions. They
are not guarantees of future performance and involve risks and
uncertainties. Actual results may differ materially from those
projected in forward-looking statements and we invite you to review
the company’s most recent filings with the Securities and Exchange
Commission or Canadian securities commissions for a discussion of
the factors at risk.

This presentation is being made on February 9, 2009, and the
content is accurate only for this date. Unless required by law or
applicable regulations, EXFO will not be reviewing or updating the
material that is contained herein.
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Before I get started, I would like to remind you that this presentation may include forward-looking statements concerning our intents, beliefs or expectations regarding future events that may affect EXFO. Please note that such comments will be affected by risks, which may cause the actual results of the Company to be materially different from those expressed or implied today.

For more information about EXFO, I encourage you to review our filings with Canadian and US regulatory authorities. All dollar amounts in this presentation are expressed in US dollars, unless otherwise indicated. 


@Why PicoSolve?

Next-generation 40G and new 100G systems will be based on
advanced modulation schemes like DPSK, QPSK and DP-QPSK* to
Improve spectral efficiency and reduce dispersion sensitivity

Current test instruments on the market do not allow for proper
characterization and testing of these new systems

PicoSolve offers the fastest bit-rate-independent optical sampling
oscilloscopes with bandwidth that exceeds 500 GHz

Brings rich intellectual property that can be leveraged in the future

Important synergy with existing and future Transport & Datacom
products, especially for NEM applications

*DPSK: Differential phase-shift keying
QPSK: Quadrature phase-shift keying
DP-QPSK: Dual-polarization quadrature phase-shift keying
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We acquired PicoSolve because it significantly strengthens our leadership position in the characterization of ultra-high-speed optical networks for the network equipment manufacturer (NEM) and network service provider (NSP) markets. With bandwidth demand growing exponentially worldwide, NEMs are increasing the transmission rates of their optical networks to 40 Gbit/s and, in the near future, to 100 Gbit/s. Advanced modulation schemes, in which data is encoded in both phase and amplitude of the optical carrier, allow NEMs to reach ultra-high network speeds using existing DWDM channel spacing, while maintaining resilience to chromatic and polarization dispersion phenomena. 
 
Traditional test instruments on the market don’t allow for proper characterization of these next-generation optical systems. PicoSolve offers the fastest bit-rate-independent optical sampling oscillscopes that can measure such phase and amplitude-modulated signals, with a measurement bandwidth of more than 500 GHz.

The company also brings a rich intellectual property portfolio and deep knowledge base that will prove to be invaluable assets as we leverage their technologies from R&D labs, onto manufacturing floors and into the field in the coming years. Combining the PicoSolve instruments with EXFO’s existing Optical and Transport & Datacom product portfolio allows EXFO to offer comprehensive test solutions to NEMs.


Ol .
PicoSolve Overview

Founded in 2004, PicoSolve is a spin-off of _
Chalmers University of Technology in Sweden PicoSolve

Small, highly qualified R&D staff (all with doctorates)

Recognized expertise in advanced modulation-scheme analysis
within the telecom R&D community

Have sold products in several European countries, USA and Japan
over the last three years

Revenues of approximately US$1 million in 2008



Presenter
Presentation Notes
Before going any further, let me provide you with some background information about PicoSolve. The company was founded in 2004 by researchers at Chalmers University of Technology in Gothenburg, Sweden. PicoSolve provides ultra-high-speed optical sampling oscilloscopes to NEMs involved in the design and production of next-generation optical networks. Network service providers will also require such high-end test equipment for their deployment initiatives.
  
PicoSolve has a small, but highly qualified R&D staff, exclusively comprised of PhDs who are widely recognized throughout the telecom community as experts in advanced modulation scheme analysis. The company has sold of number of its test solutions over the last three years to customers in Europe, the United States and Japan. Revenues in calendar 2008 were approximately US$1 million. 


D]Product Portfolio

PSO-101

Single-channel oscilloscope

Analysis of return-to-zero (RZ) and
non-return-to-zero (NRZ) signals
up to 640 Ghit/s

Bit-rate-independent
Winner of 2008 R&D 100 Award

PS0O-102

Dual- and quadruple-channel version of
PSO-101

Two independent channels for RZ and NRZ | C——
signal analysis

Combine the channels to analyze DPSK and
DQPSK signals up to 640 Ghit/s
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PicoSolve’s current product portfolio includes two optical sampling oscilloscopes.
 
The PSO-101 is a single-channel unit that characterizes and tests existing 10G and 40G systems.  The quality of its design has been recognized by R&D Magazine, as it was selected among the top R&D 100 products of the year.
 
The second unit, the PSO-102, is a dual or quad-channel version of the PSO-101, which was purposely built for advanced modulation scheme analysis. Both models can characterize and test transmission systems at speeds of up to 640 Gbit/s.


’Leveraging PicoSolve Technologies
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As mentioned in the introduction, we intend to leverage PicoSolve’s optical sampling technology across the full network lifecycle. The deployment of next-generation 40G and 100G optical networks are currently at the R&D stage, but in the future, the technology will migrate onto manufacturing floors, next into the field, and subsequently to network operation centers (NOCs) for service assurance applications. On the strength of this acquisition, EXFO will be there to assist customers every step of the way. 


Value Proposition to Customers

MULTIPLE ONE

Optical Sampling
Oscilloscope

Transmission rates

Modulation schemes

Tests (eye diagram, jitter, etc.)
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In terms of value proposition to customers, PicoSolve’s solution stands head-and-shoulders above any other product available on the market. Next-generation  40G and 100G optical networks involve multiple transmission rates, multiple modulation schemes, such as DPSK, DQPSK, and DP-QPSK, as well as multiple tests like eye diagram, timing jitter, extinction ratio, etc. PicoSolve’s optical sampling oscilloscope is the only solution on the market that can handle all of these challenges with a single, dedicated test instrument.


“Market Opportunities

R&D market: Main market opportunity today
NEMs working on next-generation 40G and 100G solutions

Manufacturing market: Customer demand expected in 2010
Sub-assembly manufacturers and NEMs ramping up production

Deployment market: First commercial 100G rollouts mid-2011
Network operators responding to exponential bandwidth demand

40G and 100G optical
network equipment market
should grow from

US$2.4 billion in 2009 to
US$5.1 billion in 2011

CAGR: 46.2%

m100G
m40G

2009 2010 2011

Source: Infonectics Research, October 2008
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As mentioned earlier, the main market opportunity for PicoSolve’s solution today resides in the R&D labs of NEMs, as they’re designing their next-gen 40G and 100G solutions.

We expect that these systems will be transferred onto the manufacturing floors in 2010 as NEMs and sub-assembly manufacturers begin to ramp up production. In terms of the first commercial 100G deployments, we anticipate that network operators will roll out their next-gen systems by mid-2011 to meet the exponential demand for bandwidth on a global basis. Looking at market numbers, Infonetics Research forecasts that the 40G and 100G optical network equipment market will grow from US$2.4 billion in 2009 to US$5.1 billion in 2011. This represents a CAGR of 46.2% over the next three years.

It should be noted that this acquisition is non material from a financial perspective, and will bear no impact in our fiscal 2009 earnings. It is going to be neutral to earnings this year, and overtime should be helping the company to keep growing revenue and earnings on the longer term.


= .
Conclusion

Acquisition of PicoSolve, Inc.

The industry's fastest optical sampling oscilloscopes
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In summary, we are confident that this small, but strategic acquisition will prove to be beneficial to all EXFO stakeholders in the long-term. It should be remembered that bandwidth demand continues to grow exponentially, even despite the current challenging macro-economic environment. As a result, next-gen, high-speed networks must be developed to meet ongoing bandwidth requirements. Once again, EXFO will be there every step of the way to assist customers across the full technology lifecycle. Thank you for your continued interest in EXFO.


