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Networking Technologies, 3D Printing & Robotics
3Q16 3D Printing Survey: SSYS & DDD System Demand Down-Ticks Off Q2 Lows
CONCLUSION
We believe system demand remained challenged in Q3 with the number of below plan
responses significantly outnumbering resellers indicating above plan quarters. In fact, our
September quarter survey had the lowest percentage of above plan responses in the
history of us conducting this survey. We believe the system shortfall during Q3 continued
to be driven by the same factors affecting demand in prior quarters, such as sustained
weakness in the prototyping industry, increased competition, as well as macro headwinds.
The results were extremely discouraging for both Stratasys and 3D Systems, and both
companies’ survey results down ticked off Q2 historical lows. Following another quarter
of poor system results we would be cautious on this group heading into the Q3 print.
Given SSYS' low valuation we see limited downside, but due to DDD’s internal issues and
premium valuation we see more downside in DDD shares and reiterate our UW rating.
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• Survey Demographics. We conducted our 3Q16 3D printing industry survey and
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collected feedback from 68 3D printing resellers and service bureau operators, of which
84.0% of our survey respondents were located in North America, 13.0% in Europe and
3.0% in APAC. We had 21 Stratasys resellers and 15 3D Systems VARs participate in
this quarter's survey.
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Competition, macro weakness and the potential
for third party material suppliers.

• Total System Demand Remains Weak, But Materials Strong - In 3Q16, 13.0% (5) of
resellers reported an above plan quarter versus 50.0% (20) indicating they were below
plan. The remaining 38.0% (15) indicated the quarter was in-line with expectations.
These results equate to a net negative of 38.0%, which is 2 percentage points higher
than our June survey results. Looking ahead, Q4 has historically been the largest quarter
for system sales, but we believe the headwinds currently affecting demand will prevail
for the remaining of the year, which is displayed by resellers once again lowering their
2016 expectations for system sales. On a positive note, we are encouraged by the
growth materials are seeing, which we believe indicates utilization rates remain strong.

• SSYS (Neutral) Takeaways - Our SSYS results set a new record for the lowest
percentage of resellers above plan, and are the poorest results we have ever seen. In
3Q16, 10.0% (2) of SSYS resellers indicated an above plan quarter, 48.0% (10) were
below plan and 43.0% (9) of VARs indicated they were in-line. While last quarter a few
of Stratasys' largest resellers had better than expected quarters, we believe most of the
Stratasys larger resellers fell below expectations in Q3. Given these poor survey results,
we would be cautious heading into the Q3 print. While more cautious on revenues, we
believe EPS will be less at risk due to the company’s cost cutting initiatives.

• DDD (Underweight) Takeaways - Our most recent DDD checks indicate demand may
have reached new lows. In 3Q16, 7.0% (1) of VARs reported an above plan quarter,
67.0% (11) were below plan and remaining 27.0% (4) were in-line with expectations.
We believe DDD weakness was spread across the US and Europe due to the number
of below plan response indicated by the company’s biggest channel partners in
these two regions. Given our quarterly survey pointed to weakening system sales, we
expect the company to once again report revenues below Street estimates, but due
to the company’s ongoing restructuring initiatives we believe EPS will be less at risk.
Regardless, we believe meaningful downside remains in shares and would reiterate our
UW rating.
Piper Jaffray does and seeks to do business with companies covered in its research reports. As a result, investors should be aware
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
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Note: Distribution of Ratings/IB Services shows the number of companies currently covered by fundamental equity research in each rating category from
which Piper Jaffray and its affiliates received compensation for investment banking services within the past 12 months. FINRA rules require disclosure of
which ratings most closely correspond with "buy," "hold," and "sell" recommendations. Piper Jaffray ratings are not the equivalent of buy, hold or sell, but
instead represent recommended relative weightings. Nevertheless, Overweight corresponds most closely with buy, Neutral with hold and Underweight
with sell. See Stock Rating definitions below.
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