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TranS1 Inc. (TSON - $4.93)
Overweight

Medical Technology & Hospital Supplies

Scoliosis Frames New Territory for TranS1

KEY POINTS:
- TSON's push into scoliosis could help offset some of the company's
reimbursement-related challenges in the degenerative spine market.
- We maintain our Overweight rating on TSON.

Conclusion: TranS1's solid clinical outcomes continue to drive interest and
adoption of its AxiaLIF procedure, despite the reimbursement challenges that
emerged in 2Q08. In addition, this week's SRS meeting highlighted the company's
successful entrance into the clinically demanding market for adult idiopathic
scoliosis (AIS) and complex spine, which we believe could help to offset the
slowdown in its degenerative spine business. Visibility into near-term results
remains difficult, however we view the stock as very attractive and expect TSON to
significantly outperform our universe over the next twelve months. We maintain
our Overweight rating on TSON.

What's New? We attended the Annual Meeting of the Scoliosis Research Society
(SRS), which emphasizes education and research in the surgical treatment of
scoliosis and deformity, which together with spinal tumors and trauma represents a
$1 billion market dominated by Medtronic, DePuy and to a lesser degree Stryker,
Synthes and K2 Medical, a smaller innovative player. We also attended a surgeon
symposium hosted by TranS1, which highlighted the use of its unique technology
as a means of providing anterior column stability for long complex fusion cases in
the treatment of patients suffering from adult idiopathic scoliosis (AIS).

Implications: The push into scoliosis is a positive for TSON, however it remains
early and we expect results could remain under pressure in the near-term as the
company continues to make its case for reimbursement and ramps adoption among
deformity surgeons. We view recent adoption and rising interest among
thought-leaders in complex spine as encouraging incremental evidence of the
company's unique and effective technology. With over 8,000 cases performed and a
cumulative adverse event rate of under 0.5%, we are confident that TSON has
moved from the realm of clinical curiosity to become recognized as a unique and
effective clinical approach to fusion.

PRICE TARGET AND JUSTIFICATION:
Our 12-month PT of $9 is based on 2.75x EV on our 2010E sales of $46 mil.

RISKS TO ACHIEVEMENT OF TARGET PRICE:
(1) Further misses or disappointments could damage management's credibility and
cause investors to question the viability of AxiaLIF, (2) Additional turnover in the
company's sales force (3) An unexpected increase in adverse events or clinical
problems related to the company's devices and surgical approach.
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Rating and Price Target History for: TranS1 Inc. as of 09-24-2009

Created by BlueMatrix

Notes: The boxes on the Rating and Price Target History chart above indicate the date of the Research Note, the rating, and the price target. Each box
represents a date on which an analyst made a change to a rating or price target, except for the first box, which may only represent the first Note written during
the past three years.

Legend:

I: Initiating Coverage

R: Resuming Coverage

T: Transferring Coverage

D: Discontinuing Coverage

S: Suspending Coverage

OW: Overweight

N: Neutral

UW: Underweight

B: Buy (Piper Jaffray discontinued use of the B, N, and S ratings on June 30, 2009)

N: Neutral

S: Sell

OP: Outperform (Piper Jaffray discontinued use of the OP, MP and UP ratings on November 15, 2007)

MP: Market Perform

UP: Underperform

AL On/AL Off: Placed on/removed from the Alpha List maintained by Piper Jaffray

NA: Not Available

UR: Under Review

GP On/GP Off: Placed on/removed from one of the Guided Portfolios maintained by Piper Jaffray
(Piper Jaffray discontinued the Guided Portfolios in August 2006.)

Distribution of Ratings/IB Services
Piper Jaffray

IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY [OW] 272 43.90 45 16.54

HOLD [N] 240 38.80 14 5.83

SELL [UW] 107 17.30 6 5.61

Note: Distribution of Ratings/IB Services shows the number of companies currently 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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Analyst Certification — Matt Miksic, Sr Research Analyst
The views expressed in this report accurately reflect my personal views about the subject company and the subject security. In addition, no part of my
compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this report.

Research Disclosures
Piper Jaffray was making a market in the securities of TranS1 Inc. at the time this research report was published. Piper Jaffray will buy and sell TranS1
Inc. securities on a principal basis.

Within the past 3 years Piper Jaffray participated in a public offering of, or acted as a dealer manager for, TranS1 Inc. securities.

Affiliate Disclosures: This report has been prepared by Piper Jaffray & Co. and/or its affiliates Piper Jaffray Ltd. and Piper Jaffray Asia Securities
Limited, all of which are subsidiaries of Piper Jaffray Companies (collectively Piper Jaffray). Piper Jaffray & Co. is regulated by FINRA, NYSE, and the
United States Securities and Exchange Commission, and its headquarters is located at 800 Nicollet Mall, Minneapolis, MN 55402. Piper Jaffray Ltd. is
registered in England, no. 3846990, and its registered office is One South Place, London, EC2M 2RB. Piper Jaffray Ltd. is authorised and regulated by
the UK Financial Services Authority ("FSA"), entered on the FSA's register, no. 191657 and is a member of the London Stock Exchange. Piper Jaffray
Asia Securities Limited is a licensed corporation regulated by the Securities and Futures Commission of Hong Kong ("SFC"), entered on the SFC's
register, no. ABO154, and is an exchange participant of The Stock Exchange of Hong Kong Limited. Its headquarters is located at 39/F Tower 1 Lippo
Centre, 89 Queensway, Hong Kong. Disclosures in this section and in the Other Important Information section referencing Piper Jaffray include all
affiliated entities unless otherwise specified.

Piper Jaffray research analysts receive compensation that is based, in part, on overall firm revenues, which include investment banking revenues.

Rating Definitions

Stock Ratings: Piper Jaffray ratings are indicators of expected total return (price appreciation plus dividend) within the next 12 months. At
times analysts may specify a different investment horizon or may include additional investment time horizons for specific stocks. Stock
performance is measured relative to the group of stocks covered by each analyst. Lists of the stocks covered by each are available at
www.piperjaffray.com/researchdisclosures. Stock ratings and/or stock coverage may be suspended from time to time in the event that there
is no active analyst opinion or analyst coverage, but the opinion or coverage is expected to resume. Research reports and ratings should not
be relied upon as individual investment advice. As always, an investor's decision to buy or sell a security must depend on individual
circumstances, including existing holdings, time horizons and risk tolerance.

• Overweight (OW): Anticipated to outperform relative to the median of the group of stocks covered by the analyst.
• Neutral (N): Anticipated to perform in line relative to the median of the group of stocks covered by the analyst.
• Underweight (UW): Anticipated to underperform relative to the median of the group of stocks covered by the analyst.

An industry outlook represents the analyst's view of the industry represented by the stocks in the analyst's coverage group. A Favorable
industry outlook generally means that the analyst expects the fundamentals and/or valuations of the industry to improve over the investment
time horizon. A Neutral industry outlook generally means that the analyst does not expect the fundamentals and/or valuations of the industry
to either improve or deteriorate meaningfully from its current state. An Unfavorable industry outlook generally means that the analyst expects
the fundamentals and/or valuations of the industry to deteriorate meaningfully over the investment time horizon.

The Alpha List consists of Overweight-rated stocks that have been selected by analysts from among their best ideas within their universe of
covered stocks, with an eye toward above-average returns over the next three to six months.
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Other Important Information

The material regarding the subject company is based on data obtained from sources we deem to be reliable; it is not guaranteed as to accuracy and
does not purport to be complete. This report is solely for informational purposes and is not intended to be used as the primary basis of investment
decisions. Piper Jaffray has not assessed the suitability of the subject company for any person. Because of individual client requirements, it is not, and it
should not be construed as, advice designed to meet the particular investment needs of any investor. This report is not an offer or the solicitation of an
offer to sell or buy any security. Unless otherwise noted, the price of a security mentioned in this report is the market closing price as of the end of the
prior business day. Piper Jaffray does not maintain a predetermined schedule for publication of research and will not necessarily update this report. Piper
Jaffray policy generally prohibits research analysts from sending draft research reports to subject companies; however, it should be presumed that the
analyst(s) who authored this report has had discussions with the subject company to ensure factual accuracy prior to publication, and has had
assistance from the company in conducting diligence, including visits to company sites and meetings with company management and other
representatives.

This report is published in accordance with a conflicts management policy, which is available at http://www.piperjaffray.com/researchdisclosures.

Notice to customers: This material is not directed to, or intended for distribution to or use by, any person or entity if Piper Jaffray is prohibited or
restricted by any legislation or regulation in any jurisdiction from making it available to such person or entity. Customers in any of the jurisdictions where
Piper Jaffray and its affiliates do business who wish to effect a transaction in the securities discussed in this report should contact their local Piper Jaffray
representative. Europe: This material is for the use of intended recipients only and only for distribution to professional and institutional investors, i.e.
persons who are authorised persons or exempted persons within the meaning of the Financial Services and Markets Act 2000 of the United Kingdom, or
persons who have been categorised by Piper Jaffray Ltd. as professional clients under the rules of the Financial Services Authority. Asia: This report is
distributed in Hong Kong by Piper Jaffray Asia Securities Limited, which is regulated by the Hong Kong SFC. This report is intended only for distribution
to professional investors as defined in the Hong Kong Securities and Futures Ordinance and is for the use of intended recipients only. United States:
This report is distributed in the United States by Piper Jaffray & Co., member SIPC, FINRA and NYSE, Inc., which accepts responsibility for its contents.
The securities described in this report may not have been registered under the U.S. Securities Act of 1933 and, in such case, may not be offered or sold
in the United States or to U.S. persons unless they have been so registered, or an exemption from the registration requirements is available.

This report is produced for the use of Piper Jaffray customers and may not be reproduced, re-distributed or passed to any other person or published in
whole or in part for any purpose without the prior consent of Piper Jaffray & Co. Additional information is available upon request.

Copyright 2009 Piper Jaffray. All rights reserved.
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