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Key investor messages

• Avacta Group PLC (LON:AVCT) reported interim results to
January 2019, confirming good progress on key development
programmes
• Lead immune checkpoint inhibitor programmes continue to
move towards in-man clinical data in 2020
• Major development partnership and licence agreement with
LG Chem potentially worth more than US$300mln plus royalties,
announced in December
• Post-period end, the additional licensing deal with Moderna
provides further validation of Avacta’s Affimer platform
• Appointment of Jose Saro as the chief medical officer
strengthens Avacta’s capabilities for evolving from pre-clinical to
clinical
• The Research and Diagnostic Reagents business reports a record
sales pipeline

Financial results
Avacta (LON:AVACT) reported revenues of £1.0mln, down from
£1.5mln the year before, largely due to the absence of research
services revenues for FTEs working on the Moderna collaboration
now that assets have been transferred into their development
pipeline. We expect revenues from the LG Chem deal to offset this
during the remainder of 2019.
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The company reported a cash outflow from operations of £2.9mln
and ended the period with £11.8mln net cash following the
£11.6mln fund-raise in August. We believe that Avacta can
comfortably fund ongoing development programmes into 2020.
The company will be moving its year-end from July to December,
meaning that the current year will be reported on the basis of a
17-month period (see table below).

Value to shareholders
The major value driver for Avacta, in our view, is the development
of its proprietary Affimer technology for therapeutics, particularly
in the immune-oncology (I-O) space. I-O therapeutics is a market
of over US$100bn. On p2 we provide a reminder of valuations that
can be realised for a pre-clinical I-O technology.
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Alastair Smith, the chief executive officer,
was a founder of Avacta, leading the
management since the IPO in 2006. He was
previously chair of Molecular Biophysics at
Leeds University.

Tony Gardiner, the chief financial officer
(CFO), joined Avacta from AHR, where he
was finance director from 2011. Prior to this
he was CFO of Fusion IP PLC, which was
acquired by IP Group PLC in 2014.

Valuations in the I-O space
The table below outlines some recent mergers & acquisitions
activity in the immuno-oncology space, as a framework for
examining valuations. We have included some companies that
operate in similar areas to Avacta, for example, Potenza’s immune
checkpoint inhibitor technology, and others that operate in
adjacencies with no overlap, such as Viralytics. We also include
some that, like Avacta, are at the pre-clinical stage, plus others
that are further advanced.

Source: Source Avacta Group PLC

If we look instead specifically at companies that are further advanced
in clinical trials, we would highlight the likes of Molecular Partners
(SWX:MOLN, market cap US$400mln) or Ablynx (EBR:ABLX, acquired for
EUR3.9bn by Sanofi in 2018).
We argue that the current valuation of Avacta - a market cap of £38mln
and an enterprise value of £27mln - attributes very little value to the
optionality implied in Avacta’s therapeutics pipeline.
In December 2018 Avacta
announced a development
partnership and licensing
agreement with LG Chem Life
Sciences for development of
Affimer therapeutics for various
disease areas

Validation - strong development partners
In order to start applying a fuller valuation to Avacta, the market may
be looking for more evidence that Avacta’s therapeutics pipeline is
advancing successfully. There is already some impressive validation in
terms of attracting development partners:
In February 2019 ModernaTX Inc. exercised its option to enter into an
exclusive licensing agreement with Avacta. This relates to a potential
therapeutic target that has been part of the research collaboration that
the two companies began in 2015. Moderna is a US$7bn market cap
biotech company specialising in applications of messenger RNA.
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In December 2018 Avacta announced a development partnership and
licensing agreement with LG Chem Life Sciences for development of
Affimer therapeutics for various disease areas. The agreement included
an upfront payment of US$2.5mln and additional near-term milestone
payments of potentially up to US$5.5mln, together with longer-term
milestone payments of potentially more than US$300mln. Avacta
would also receive royalties on future product sales and will have its full
research and development costs reimbursed by LG Chem. LG Chem is a
division of the Korean conglomerate LG.
We believe that it is realistic to expect that further partnerships and
licensing agreements could be announced during 2019.
Many existing immuno-oncology
therapies use an antibody to target
cancer. Affimers are similar to
antibodies but offer performance
advantages in some applications

Affimer technology
Affimers are a class of non-antibody binding protein that can be
engineered to bind to a specific target. This binding property can be
used to target cancer cells in the human body and to make those cells
vulnerable to the body’s own immune system.
Many existing immuno-oncology therapies use an antibody to target
cancer. Affimers are similar to antibodies but offer performance
advantages in some applications. More details of Avacta’s unique
proprietary Affimer technology can be found in the investor
presentations section at www.avacta.com
The binding properties of Affimers also have many applications outside
of oncology, for example in therapeutics for diseases other than
cancer, and in Avacta’s revenue-generating Diagnostics and Research
Reagents business.
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General Disclaimer and copyright
LEGAL NOTICE – IMPORTANT – PLEASE READ
Capital Network is a trading name of Proactive Investors Limited which is regulated and authorised by the Financial
Conduct Authority (FCA) under firm registration number 559082. This document is published by Capital Network and its
contents have not been approved as a financial promotion by Proactive Investors Limited or any other FCA authorised
person. This communication is made on the basis of the 'journalist exemption' provide for in Article 20 of The Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 and having regard to the FCA Rules, and in particular PERG
8.12.
This communication has been commissioned and paid for by Avacta Group PLC and prepared and issued by Capital
Network for publication. All information used in the preparation of this communication has been compiled from
publicly available sources that we believe to be reliable, however, we cannot, and do not, guarantee the accuracy or
completeness of this communication.
The information and opinions expressed in this communication were produced by Capital Network as at the date of writing
and are subject to change without notice. This communication is intended for information purposes only and does not
constitute an offer, recommendation, solicitation, inducement or an invitation by, or on behalf of, Capital Network to make
any investments whatsoever. Opinions of and commentary by the authors reflect their current views, but not necessarily of
other affiliates of Capital Network or any other third party. Services and/or products mentioned in this communication may
not be suitable for all recipients and may not be available in all countries.
This communication has been prepared without taking account of the objectives, financial situation or needs of any
particular investor. Before entering into any transaction, investors should consider the suitability of the transaction to their
individual circumstance and objectives. Any investment or other decision should only be made by an investor after a
thorough reading of the relevant product term sheet, subscription agreement, information memorandum, prospectus or
other offering document relating to the issue of securities or other financial instruments.
Nothing in this communication constitutes investment, legal accounting or tax advice, or a representation that any
investment or strategy is suitable or appropriate for individual circumstances or otherwise constitutes a personal
recommendation for any specific investor. Proactive Research recommends that investors independently assess with
an appropriately qualified professional adviser, the specific financial risks as well as legal, regulatory, credit, tax and
accounting consequences.
Past performance is not a reliable indicator of future results. Performance forecasts are not a reliable indicator of future
performance. The investor may not get back the amount invested or may be required to pay more.
Although the information and date in this communication are obtained from sources believed to be reliable, no
representation is made that such information is accurate or complete. Proactive Research, its affiliates and subsidiaries do
not accept liability for loss arising from the use of this communication. This communication is not directed to any person in
any jurisdiction where, by reason of that person's nationality, residence or otherwise, such communications are prohibited.
This communication may contain information obtained from third parties, including ratings from rating agencies such as
Standard & Poor's, Moody's, Fitch and other similar rating agencies. Reproduction and distribution of third-party content
in any form is prohibited except with the prior written consent of the related third-party. Credit ratings are statements of
opinion and are not statements of fact or recommendations to purchase, hold or sell securities. Such credit ratings do not
address the market value of securities or the suitability of securities for investment purposes, and should not be relied upon
as investment advice.
Persons dealing with Capital Network or members of the Proactive Investors Limited group outside the UK are not covered
by the rules and regulations made for the protection of investors in the UK.
Notwithstanding the foregoing, where this communication constitutes a financial promotion issued in the UK that is not
exempt under the Financial Services and Markets Act 2000 or the Orders made thereunder or the rules of the FCA, it is issued
or approved for distribution in the UK by Proactive Investors Limited.
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