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Shield Therapeutics

Viatris strategic partnership to expedite scale-up

Shield Therapeutics has announced a co-commercialisation deal for
Accrufer in the US with Nasdaq-listed Viatris, which will involve an
expanded salesforce and a 55%/45% revenue/cost split between the two
companies. Although this is a clear departure from Shield’s stated self-
commercialisation strategy in the US, we see merits in the deal, with the
combined resources allowing Shield a faster sales ramp-up and quicker
time to profitability. The decision coincides with a US$18.5m (£15.1m)
equity raise and an additional $10m in funding from its largest shareholder,
AOP Heath. We estimate that this raise should be sufficient to take the
company to break-even, provided revenue targets are achieved. We have
updated our estimates to incorporate the deal economics and fund-raise.
Our overall valuation increases to £403.4m (versus £377.0m previously),
but our implied per-share valuation declines to 79p/share (versus
146p/share previously) due to the higher post-equity raise share count.

Revenue PBT* EPS* DPS PIE Yield
Year end (Em) (Em) (p) (p) (x) (%)
12120 104 0.8 0.1 0.0 N/A N/A
12121 15 (17.5) (8.4) 0.0 N/A N/A
12/22¢ 8.8 (15.7) (6.5) 0.0 N/A N/A
12/23e 24.4 (213) 4.2) 0.0 N/A N/A

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles,
exceptional items and share-based payments.

Viatris deal: A strategic decision with merit

The co-marketing deal with Viatris will be based on a ‘principal-agent’ model, which
will see the companies splitting revenues and costs in a 55/45 ratio. Shield will
recognise all revenues with Viatris’s share adjusted in COGS. Importantly, the deal
will see the Accrufer-dedicated salesforce expand to 100 (50 each from Shield and
Viatris) vs 30 currently, which should result in broader and more effective market
coverage in the target primary care and obstetrician/gynaecologist (OBGYN) space
and allow Shield to leverage Viatris’s established relationship with payors. Shield
will also receive a $5m upfront payment and a further $30m in staggered milestone
payments, with a FY25 US sales target of $150m and cash flow positivity in Q424.

New funding offers potential headroom to profitability

Concurrent with the deal, Shield announced an additional $10m convertible debt
raise from its largest shareholder AOP (interest-free until 2024, repayment by end
2026) and an equity issue (£15.1 placement and subscription and £3.9m open
offer) to raise up to £19m to aid salesforce expansion and support the company’s
growth plans. Based on our cash burn projections, these combined funds should be
sufficient to take the company to cash flow positivity, which we anticipate in Q125.

Valuation: Higher rNPV offset by increased shares
outstanding

We update our estimates for Accrufer in the US to incorporate the deal economics
with Viatris. Our overall valuation increases to £403.4m from £377.0m previously.
However, given the anticipated increase in share count following the proposed
equity raise (estimated 251.5m shares, 97.7% of current shares outstanding), our
implied per-share valuation declines to 79p/share, from 146p/share previously.
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Viatris collaboration: Strategically sound

Nasdag-listed Viatris is well-recognised in the generics/branded generics space, with a market
capitalisation of $13.7bn and reported sales of $17.8m in 2021. It was formed in November 2020
with the merger of leading generics player Mylan and Pfizer’s off-patent branded and generics
division Upjohn. Given Viatris’s broad market footprint, established relationships with healthcare-
focused shareholders and resources at hand, we see this co-marketing agreement as a positive
development for Shield and its growth plans for the US market. In our last , we highlighted the
need for broader on-ground salesforce coverage, market share expansion and access to capital to
optimise the potential for Accrufer in the iron deficiency (with or without anaemia) space. We
believe this collaboration will allow Shield to accelerate its scale-up plans for Accrufer and achieve
break-even more quickly, a key consideration given the challenges associated with accessing
incremental external capital to fund growth.

Favourable deal economics...

As part of the co-marketing and commercialisation deal, Shield and Viatris will each employ a
dedicated team of 50 sales personnel to market Accrufer to relevant health care professionals
(HCPs), which in this case include primary care physicians and OB-GYNs, who together account
for more than 80% of oral iron prescriptions in the US, according to Shield. The revenue and costs
split will be 55%/45% in favour of Shield, with each company funding its own selling and marketing
expenses. Shield will receive an upfront payment of $5m (expected to be received before end
December 2022) and is eligible to receive up to $30m in milestone payments based on achieving
certain revenue targets ($7.5m each for every incremental $50m increase in revenue between $100
and $250m). Shield will book 100% of the combined collaboration revenues with Viatris’s share
reflected as COGS.

...with opportunity to accelerate sales ramp-up

Notwithstanding the reduced gross margins because of the aforementioned financial treatment, we
see the collaboration bringing several benefits for Shield. Firstly, the expanded salesforce (100 vs
the current 30) should allow for broader market coverage and an increased number of touch points
with relevant stakeholders, which we believe will have an incremental flowthrough impact on
prescription figures. With its current salesforce, Shield is targeting ¢ 3,500 HCPs and expects this
number to ramp up to 12,000 with the additional hires. Viatris also has a well-developed digital
marketing infrastructure and established relationships with US payors/pharmacy benefit managers
and distributors, which it can leverage to improve market awareness of and access for Accrufer.
Increased prescriptions should, in turn, translate into accelerated revenues which, combined with
the benefits of the shared costs, should allow the company to reach break-even faster than
anticipated previously. While management estimates that the company will become cash flow
positive by Q424, our projections suggest a slightly more conservative timeline of Q125. Exhibit 1
shows the potential benefits from the Viatris deal.
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Exhibit 1: Potential benefits from the Viatris partnership

[ Shield Today J [ Shield & Viatris ] Ultimate Benefits

= 30-person contracted sales

team
= 3,500 targeted HCPs

100-person in-house sales
team (50 from each)
12,000+ targeted HCPs

Increase number of HCPs to
call on, increase number of
interactions and decrease

= Large geographical territories = Smaller geographical territories

travel time (more reach,
& uncovered areas & less uncovered areas

frequency and efficiency)

= Expansion of reach and
awareness beyond the
12,000+ HCPs Targets

= Limited digital marketing & = Expertise in digital marketing &
direct-to-patient initiatives direct-to-patient capabilities

= No presence or commercial = First commercial booth at ACOG
booth at medical congresses May ‘23 & other key congresses

= Women's Health HCPs key
driver for Accrufer® growth

= Expand Accrufer® coverage
well beyond 100M lives

= Small contract market access = Experienced market access team
team — 100M covered lives with established relationships

= Distribution agreements
commensurate with small
company

= Potential improvement of terms
on distribution agreements with
positive GTN impact

Extensive distribution
capabilities and networks

Source: Shield Therapeutics presentation, December 2022

Sales momentum driven by growth in prescription demand

Shield reported ¢ £3m in sales in the first nine months of FY22 (9M22) versus ¢ £1m in Q322, of
which ¢ £2m was attributable to US Accrufer sales (Q322: ¢ £1m), a £0.2m upfront licence payment
from commercial partner KYE Pharma in Canada and £0.8m (Q322: ¢ £0.14m) from sales royalties
for Feraccru sales in Europe from licensing partner Norgine. US total prescriptions continue to track
up, growing to 15,872 at the end of Q322 vs 8,477 in H122 (Q322: 7,395) (Exhibit 2). Management
expects Q422 prescriptions to be around 9,700, which adds up to around 25,600 prescriptions for
the full year, broadly in line with our previous estimate of 26,700. Based on Q322 US sales and
prescriptions, we calculate the average net selling price for Accrufer of $151 in Q322, similar to the
H122 average price of $152. This translates to a gross-to-net sales price discount of 70%, which
management plans to bring down to the eventual target of 50% by FY25, driven by growing
prescription volumes and increased commercial payor and state-run Medicaid coverage. Accrufer
now has coverage of more than 100 million insured lives (40% of all covered lives in the US) and is
on the formulary list of three of the top four pharmacy benefit managers (PBMs) in the US.

Exhibit 2: Quarter-on-quarter growth in prescription volumes
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Source: Shield Therapeutics presentation, December 2022
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Following the deal with Viatris, Shield also provided its internal targets for prescription growth
volumes across FY23-25 (Exhibit 3). Based on the expected Q422 average salesforce number of
22 and prescription figure of 9,700 (as communicated by management during the investor webinar
on 14 December), we calculate the number of prescriptions, per salesperson, per quarter at ¢ 440.
Applying these data to a 100-member salesforce translates to 176,000 prescriptions per year

(440 x 4 x 100). This is ahead of management’s FY23 target and appears achievable, in our view.
The FY24 and FY25 targets are more aggressive in comparison (assuming 2x and 3x growth in
prescriptions per salesperson), although not implausible provided the employed salesforce can
achieve the required market coverage and Shield gains more traction with payors, with support
from Viatris.

Exhibit 3: Management’s internal estimates for prescription volumes

FY23e FY24e FY25e
Total number of Accrufer prescriptions 144,590 395,300 580,000
As percentage of total prescription oral iron market 1.1% 2.9% 4.3%

Source: Shield Therapeutics, 13 December 2022

Balance sheet healthy following recent raises

In parallel with the announcement of the partnership with Viatris, Shield also announced that it
would raise up to £27m in additional capital through a combination of convertible debt and equity
issues (placement, subscription and open offer):

An additional $10m (£8.15m) convertible debt issue to largest shareholder AOP Health (27%
current shareholding in Shield). This is an extension of the initial agreement with AOP, signed in
August 2022, under which the company invested $10m in Shield in the form of a single-tranche
convertible loan maturing at year-end 2023 and bearing interest at 9.1% above the secured
overnight financing rate. Of this, $2.8m was immediately converted into 41.2m shares in Shield
at a conversion price of 5.5215p per share. The new offering will attract the same interest rate
but after a 12-month, interest-free period. The loan maturity has been extended to end 2026,
with Shield holding the option to close the loan earlier. As part of the extension, 5.2m warrants
were issued to AOP with a strike price of 6.75p and an expiration date of 6 January 2033.

$18m through a placement and equity subscription. The issue was oversubscribed with the
company raising $18.5m (£15.1m) in gross proceeds in exchange for 251,495,378 ordinary
shares at an issue price of 6p (at a 11.1% discount to the closing price of 6.75p on 12
December). AOP has subscribed to 22.7% of the share issue (57.1m shares), while 4.6%
(11.5m shares) has been subscribed for by Shield’s directors and management. The new
shares represent 97.7% of pre-issue shares outstanding and are expected to enter circulation
by 6 January 2023 (and no later than 31 January 2023).

The company is also undertaking an open offer to qualifying shareholders to issue an
aggregate of 64,346,927 shares for gross proceeds of up to £3.9m. One additional share will
be offered for every four held. We note that the open offer is not underwritten, so final proceeds
raised may vary from the target.

Management aims to utilise the total funds received — ¢ $38m including an upfront payment of $5m
from Viatris, $18.5m raised for the share subscription and placement, an additional $10m received
from AOP and a potential $4.8m (£3.9m) from the open offer — to support the committed salesforce
expansion ($13m), amplify its digital marketing efforts ($8m), expand payor access and distribution
channels ($3m) and for ongoing working capital needs ($8m).

We see these fund raises as a well-planned move by Shield in tandem with the partnership with
Viatris, as it removes the funding overhang (gross cash at end-November 2022 was only £0.7m)
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and allows the company to accelerate and focus on its expansion efforts. Based on our cash burn
projections, we believe this additional capital is sufficient to take Shield to profitability in Q125.

Estimate revisions

We have updated our forecasts to reflect the Viatris deal and our updated outlook for the Accrufer
sales trajectory in the US.

For FY22, we have adjusted our FX assumptions (£0.81/US$ versus £0.87/US$ previously) and
incorporated the $5m upfront payment received from Viatris while keeping our previous
assumptions on prescriptions unchanged. We also reduce our estimated revenue realised per
prescription from $170 to $160 based on the nine-month trend. For Europe, we have cut our FY22
estimates from £1.7m to £1.1m to reflect the softer Q3. Overall, our FY22 revenue estimate
changes from £5.8m to £8.8m. Our costs and margin assumptions remain unchanged for this year.

For FY23 and beyond, while our ex-US estimates are unchanged, we update our revenue model for
US Accrufer sales to reflect the new deal terms with Viatris. We increase our sales projections for
Accrufer US to $25.7m in FY23 (previously $14.1m) and $88.9m in FY24 ($40.4m previously) to
reflect expected faster prescription growth driven by the enhanced salesforce (management
anticipates achieving full strength by April 2023). We also now include Viatris’'s 45% revenue share
as part of COGS, which has resulted in the long-term gross margin figure coming down from 90%
to ¢ 50%. We also capture management guidance of ¢ $45m SG&A costs in FY23-25 but factor in
a more gradual ramp-up ($36m in FY23 to $44.5m in FY25) in our model. We also update our EPS
estimates as we now factor in the additional 251.5m shares issued from the $18.5m placement.
Note that we are not including potential additional shares issued under the £3.9 open offer as these
figures are yet to be finalised. Overall, we now expect Shield to become EBITDA positive in early
2025 (versus Q225 earlier). Changes to group-level estimates are presented in Exhibit 4.

Exhibit 4: Key changes to forecasts

FY22e FY23e FY24e

£'000s Old New Change (%) Old New Change (%) Oid New Change (%)
Total revenues 5,810 8,759 50.8% 15,879 24,408 53.7% 40,988 77,329 88.7%
-- Accrufer US sales 3,949 7,510 90.2% 12,263 20,791 69.5% 35,121 71,981 104.9%
-- Feraccru Europe sales 1,712 1,099 -64.2% 3,615 3,617 0.0% 5,867 5,348 -8.8%
-- Other revenue 150 150 0.0% 0 0 0.0% 0 0 0.0%
Gross profit 3,915 7,106 81.5% 11,625 10,938 -5.9% 32,551 36,186 11.2%
Gross margin 67.4% 81.1% 73.2% 44.8% 79.4% 46.8%

Adjusted EBITDA (20,199) (15,891) -21.3% (16,322) (19,927) 22.1% (3,258) (348) -89.3%
Adjusted PBT (19,981) (15,727) -21.2% (17,920) (21,238) 18.5% (5,486) (2,032) -63.0%
Adjusted EPS (p) (8.3) (6.5) -21.7% (6.5) (4.2) -35.4% (2.0) (0.4) -80.0%

Source: Shield Therapeutics reports, Edison Investment Research

Valuation

We value Shield based on a risk-adjusted net present value (rNPV) model of Feraccru/Accrufer for
the treatment of iron deficiency anaemia (IDA) in Europe (as covered by Norgine), the United
States (Shield- and Viatris-led commercialisation) and China (as covered by ASK Pharm). For the
United States and Europe, where the drug is already launched and approved, we have used a
probability of success of 100% and a 10% discount rate, while for China (where the product has not
been launched yet) we assume a 75% probability of success and a 12.5% discount rate. For the
US, we have updated our top-line and margin estimates following the partnership agreement with
Viatris, as detailed in the previous section. Our valuation also assumes a pro forma estimated net
cash position of £9.9m to reflect the contribution from the recent equity and convertible debt raises.
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Exhibit 5: Shield Therapeutics rNPV valuation

Product Market Launch  Sales* (Em) NPV  Probability of NPV rNPV/basic

in 2030 (Em) success (Em) share** (£)
Accrufer in IDA us 2021 227 414.0 100% 414.0 0.81
Feraccru in IDA Europe 2019 37 435 100% 435 0.09
Feraccru in IDA China 2025 61 64.4 75% 48.3 0.09
Corporate costs (116.3) (116.3) (0.23)
Estimated net cash at 31 December 2022 9.9 13.8 0.03
Total equity value 403.4 0.79

Source: Edison Investment Research. Note: *Reflects end-market net sales. Shield is expected to receive a percentage of net sales as
royalty revenue in Europe and China, and recognise product sales in the US. **Based on estimated post-raise shares outstanding
figure of 508.9m.
As a result of these changes, we increase our valuation to £403.4m (from £377.0m previously).
However, given the increased share count following the recent equity raise, our per-share valuation
is now 79p/share, down from 146p/share previously.
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Exhibit 6: Financial summary

31-December

PROFIT & LOSS

Revenue

Cost of Sales

Gross Profit

Sales, General & Administrative

Net Research & Development

EBITDA

Depreciation & amortisation of intangible assets
Normalised Operating Profit (ex. amort, SBC, except.)
Operating profit before exceptionals
Exceptionals including asset impairment

Other

Reported Operating Profit

Net Finance income (costs)

Profit Before Tax (norm)

Profit Before Tax (FRS 3)

Tax

Profit After Tax and minority interests (norm)
Profit After Tax and minority interests (FRS 3)

Average Basic Number of Shares Outstanding (m)
EPS - normalised (p)

EPS - normalised and fully diluted (p)

EPS - (IFRS) (p)

Dividend per share (p)

BALANCE SHEET
Fixed Assets

Intangible Assets
Tangible Assets
Investments in long-term financial assets
Current Assets
Short-term investments
Cash

Other

Current Liabilities
Creditors

Short term borrowings
Long Term Liabilities
Long term borrowings
Other long term liabilities
Net Assets

CASH FLOW STATEMENT

Operating Cash Flow

Movements in working capital

Net interest and financing income (expense)
Depreciation & other

Taxes and other adjustments

Net Cash Flows from Operations

Capex and capitalised expenditures
Acquisitions/disposals

Interest received & other investing activities
Net Cash flows from Investing activities
Net proceeds from share issuances

Net movements in long-term debt
Dividends

Other financing activities

Net Cash flows from financing activities
Effects of FX on Cash & equivalents

Net Increase (Decrease) in Cash & equivalents
Cash & equivalents at beginning of period
Cash & equivalents at end of period
Closing net debt/(cash)

£000s

Source: Company accounts, Edison Investment Research
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This report has been commissioned by Shield Therapeutics and prepared and issued by Edison, in consideration of a fee payable by Shield Therapeutics. Edison Investment Research standard fees are £60,000 pa for the
production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the provision of
roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services.

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of
this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information
or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet 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 to be materially different from current expectations.

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in
connection with the access to, use of or reliance on any information contained on this note.

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised advice. Also, the information provided by us should not be construed by any subscriber or
prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of
investors.

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not 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, subject to
Edison's policies on personal dealing and conflicts of interest.

Copyright: Copyright 2022 Edison Investment Research Limited (Edison).

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Re presentative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial
Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice
given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having
regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like
instrument.

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 habitual 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 this document. For the purpose of the FAA, the content of this report is of a general 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 distribution of this 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 (i.e. without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making
an investment decision.

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or solicitation for investment in 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 to promote the independence of investment research and is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPQ") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49
of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. Itis not intended that this document be
distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person.

Edison 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. This report is a bona fide
publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison does not
offer or provide personal advice and the research provided is for informational purposes only. No mention of a particular security in this report constitutes a recommendation to buy, sell or hold that or any security, or that
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