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Heidelberg Pharma

Close to ATAC

Heidelberg Pharma’s strategy is twofold: to develop a proprietary pipeline
of Antibody Targeted Amanitin Conjugates and sign early researchand
option deals with pharmaceutical companies to develop targets using the
ATAC platform. Heidelberg should file an IND for its proprietary product,
HDP-101, for multiple myeloma in Q219. The company has signed a deal
with Magenta potentially worth up to $334m for four targets and has a deal
with Takeda that could yield up to $339m for three targets. Cash at Q318
was €22.7m, which Heidelberg expects to last into 2020.

Alliances provide early validation of ATAC technology

Within its alliance strategy, Heidelberg seeks to sign early-stage deals that
maximise the potential ofthe ATAC platform.In March 2018, it signed an exclusive
multi-target R&D option and milestone deal with Magenta worth up to $334m ifall
milestones are met. The first option has alreadybeen licensed. This adds toits deal
with Takeda to generate ATACs using Takeda’s proprietaryantibodyportfolio for up
to three targets, which could yield upto $113m pertarget. These deals are early
stage and therefore back end-loaded. Total value in early-stage deals is
infrequentlyrealised butwe see them as indicative of the interestin the ATAC
technologyamong pharma companies. Distinctfrom the ATAC deals, partner Telix
has submitted an application to start a Phase lll clinical trial in kidney cancer
imaging in Europe using Heidelberg'simaging agent, Redectane.

Building a proprietary pipeline on validated targets

The B-cell maturation antigen (BCMA) is a validated targetin relapsed, refractory
multiple myeloma (MM) where CAR-T products from bluebird and Novartis have
generated encouraging butearlydata. CAR-Ts are however autologous, have high
CoGS and are for smallerindications than MM. GSK’s ADC BCMA-MMAE has also
produced good datain a Phase Il study. HDP-101 comprises a BCMA antibody and
Amanitin,and has shown promising efficacyand tolerabilityin animal models.
Heidelbergaimstofile an IND in Q219 (vs end-2018 previously). HDP-101 will
need to show outstanding safetyand efficacy in this highly competitive field to gain
marketshare.n addition, Heidelberg has ATAC candidates againstCD19, PSMA
and other targets with potentiallycompetitive preclinical profiles inits pipeline.

Valuation: Current enterprise value (EV) of €42m

Heidelberg’'s EVis €42.3m based on a marketcap of €65m and cash of €22.7m at
the end of Q318. Heidelberg expects its cash runwayto extend until 2020. Despite
good operational progress, we believe Heidelberg’s valuation still reflects the early
stage of its pipeline and alliances.

Consensus estimates

Year Revenue PBT EPS DPS PIE Yield
end (€m) (€m) (c) (c) (x) (%)
12/16 1.4 (6.4) (0.5) 0.0 N/A N/A
12/17 1.9 (11.0) (0.8) 0.0 N/A N/A
12/18e 4.0* (11.0) (0.5) 0.0 N/A N/A
12/19e 4.8 (12.5) (0.5) 0.0 N/A N/A

Source: Company (historics), Bloomberg consensus estimates. Note: *Mid-point of guidance.
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Share details

Code WL6
Shares inissue 28.13m
Netcash (€m) atend Q318 22.7

Business description

Heidelberg Pharma dev elops a proprietary pipeline of
products based on the nov el Antibody Targeted
Amanitin Conjugates (the ATAC platform). The ATAC
lead productis HDP-101 in IND-enabling studies.
The company has collaboration agreements with
Takeda and Magenta potentially worth up to $113m
and $83.5m per target respectiv ely, and deals for
other assets.

Bull

Nov el proprietary linker-toxintechnology with a
wide range of applications.

Early -stage deals provide initial validation.
Potential upside from pipeline progression and
additional partnerships.

Bear
No clinical data in ATAC yet.
Early -stage pipeline and partnerships.

Competition in multiple my eloma.t
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EDISON

Edison is an investment research and advisory company, with offices in North America, Europe, the Middle East and AsiaPac. The heart of Edison is our world-renowned equity research platform and deep multi-sector
expertise. At Edison Investment Research, our research is widely read by intemational investors, advisers and stakehaders. Edison Advisors leverages our core research platform to provide differentiated services including
investor relations and strategic consulting. Edison is authorised and regulated by the . Edison InvestmentResearch (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. Edison NZ
is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale andlor generic financial adviser services only. Edison Investment Research Inc (Edison
US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869]is the Australian subsidiary of Edison. Edison Germany is a
branch entity of Edison Investment Research Limited [4794244].

DISCLAIMER

Copyright 2018 Edison InvestmentResearch Limited. All rights reserved. This report has been prepared and issued by Edison for publication globally. Allinformation used in the publication of this report has been compiled
from publicly available sources that are believed b be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research departmentof
Edison at the time of publication. The securities described in he InvestmentResearch may not be €iigible for sale in all jurisdictions or to certain categories of investors. This research is issued in Australia by Edison
Investment Research Pty Ltd (Corporate Authorised Representative (1252501) of Myonlineadvisers Pty Ltd (AFSL: 427484)) and any access to i, is intended only for "wholesale clients" within the meaning of the
Corporations Act 2001 of Australia. The Investment Research is distributed in the United States by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities
and Exchange Commission. Edison US 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. As such, Edison does not offer or provide personaiised advice. We publish information aboutcompanies in which we believe our readers may be interested and this information reflects our sincere opinions. The
information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us
should not be construed by any subscriber or prospective subscriber as Edison's solicitation to effect, or attemptto effect, any transaction in a security. The research in this document is intended for New Zealand resident
professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitua investors who are "wholesale clients" for the purpose of the Financial Advisers Act 2008 (FAA) (as described in
sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the topic of tis document. This document is provided for information
purposes only and should not be construed as an offer or solicitation for investmentin 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 © promote the independence of investment research and is notsubject to any prohiition on dealing ahead ofthe dissemination of investment research.
Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any investment business and, accordingly, does ot itself hold any positions in the securities mentioned in this report. However,
the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report. Edison or its affiiates may perform services or solicit business from any of e
companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject tolarge and sudden swings. Inaddition it may be difficult or not possible to buy, sell or obtain
accurate information about te value of securities mentioned in this report. Past perfformance is notnecessariy a guide to future performance. Forward-looking information or statements in this report contain information
that is based on assumptions, forecasts offuture results, estimates of amounts notyet 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 o be materially differentfrom current expectations. For the purpose of the FAA, the conentof tis report is of ageneral nature, is intended as a source of general
information only and is not intended to constitute a recommendation or opinion in relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The dstribution ofthis document is not a
"personalised service" and, to the extent that it contains any financial advice, is intended only as a "class service" provided by Edison within the meaning of the FAA (ie withouttaking into account the particular financial
situation or goals of any person). As such, it should notbe relied upon in making an investmentdecision. To the maximum extent permitted by law, Edison, its afiiates and contractors, and teir respective directors, officex
and employees wil not be liable for any loss or damage arising as a result of reliance being placed on any ofthe information contained in this report and do not guarantee the retums on investments in the products
discussed in this publication. FTSE Intemational Limited ("FTSE") (c) FTSE [2014]. "FTSE(r)" is a trade mark of the London Stock Exchange Group companies and is used by FTSE Intemational Limited under license. Al
rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. Nc
further distribution of FTSE Data is permitted without FTSE's express written consent
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