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Bioasis announced on 29 June 2020 that it had entered into an agreement 

with Chiesi, in which it would license its technology to bypass the blood 

brain barrier (BBB), the xB3 platform, for the development of drugs 

targeting lysosomal storage disorders. Chiesi will use the platform to 

develop drugs for four disorders, and in return Bioasis will receive US$3m 

upfront, up to US$138m in additional milestones and undisclosed 

royalties. We see this as a major validation of the platform and for 

additional future licensing potential. 

Year end 

Revenue 

(C$m) 

PBT* 

(C$m) 

EPS* 

(C$) 

DPS 

(C$) 

P/E 

(x) 

Yield 

(%) 

02/19 1.4 (2.4) (0.04) 0.00 N/A N/A 

02/20 0.6 (3.4) (0.06) 0.00 N/A N/A 

02/21e 4.6 (6.5) (0.09) 0.00 N/A N/A 

02/22e 4.6 (8.7) (0.12) 0.00 N/A N/A 

Note: *PBT and EPS are normalized, excluding amortization of acquired intangibles, 

exceptional items and share-based payments. 

Platform well suited for lysosomal storage disorders 

Neither company has released the details of which lysosomal storage disorders will 

be targeted as part of the agreement. However, these diseases are very well suited 

for use with the xB3 platform. Lysosomal storage disorders are characterized by an 

accumulation of various substances in the body that cannot be broken down due to 

the genetic lack of the appropriate enzymes. A common treatment paradigm is 

enzyme replacement where these proteins are exogenously provided, but they are 

unable to pass the BBB and therefore unable to address neurologic symptoms of 

these diseases. 

xB3 provides a plug-and-play solution 

The xB3 platform may offer an attractive solution to the issue of improving central 

nervous system (CNS) drug activity because it is entirely modular. Enzyme 

replacement therapies have already been developed for a range of lysosomal 

storage disorders, and the development of a brain penetrant derivative of these 

drugs could be as simple as producing a conjugate to the xB3 peptide developed by 

the company. There is little risk that this will interfere with the normal activity of the 

enzyme, allowing the programs to quickly bypass early drug development and 

progress to animal studies, which will verify the potential to penetrate the BBB. 

Valuation: Increased to C$60.1m or C$0.89/share 

We increased our valuation to C$60.1m or C$0.89 per basic share, from C$47.8m 

or C$0.71 per basic share, driven by the addition of the Chiesi partnership to our 

model. We provide a provisional valuation of the agreement of C$11.6m: C$4.1m 

from the upfront payment and the remainder from a placeholder model that 

assumes peak revenue potential of US$400m, 8–12% royalty rates and a 2.5% 

probability of success. We reduced our expected financing requirement to C$110m 

(from C$130m previously) after inclusion of future Chiesi milestone revenue in our 

model, and we expect the company will need additional financing in FY21. 
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An attractive partnership  

The development agreement with Chiesi is an attractive deal for all parties involved. Bioasis will 

receive US$3m upfront and US$138m in development, regulatory and commercial milestones, we 

assume spread between the four indications to be targeted as part of the collaboration. Chiesi will 

assume all development responsibility, and there are no major future commitments on the part of 

Bioasis. We expect these types of deals to become an increasingly important aspect of Bioasis’s 

business strategy, because it will allow Bioasis to capitalize on the broad potential of the platform 

outside of what the firm can reasonably achieve alone. The xB3 peptide is designed to solve a 

major current limitation of CNS drug development, which could have wide reaching implications 

outside of the company’s internal pipeline (and indeed outside of lysosomal storage disorders as 

well). And the technology’s modular nature allows it to be coupled with existing, well understood 

and vetted drugs. Collaboration deals with established pharmaceutical companies like Chiesi could 

provide access to drugs that have already undergone significant investment. This would 

substantially simplify the development process, by allowing the companies to skip the lead 

generation phase and there can be increased confidence in its clinical relevance if activity has 

already been demonstrated in humans. Moreover, if the XB3 technology is coupled with previously 

approved drugs, we expect this to at least partially simplify the regulatory process (albeit we expect 

the xB3 conjugates to be classified as new chemical entities). 

Chiesi is a very good partner for these programs. Chiesi has successfully navigated the clinical and 

regulatory process multiple times and has approved drugs across a range of indications, including 

in rare disease. It also recently established the US business unit Chiesi Global Rare Diseases in 

February 2020 to advance the company’s rare disease pipeline. The company has European 

approval for Lamzede (velmanase alfa), an enzyme replacement therapy for the lysosomal storage 

disorder alpha-mannosidosis (AM), and it is the only approved drug for this indication. AM is 

characterized by immunodeficiency, skeletal abnormalities, mental retardation and motor defects. 

This drug is an obvious candidate for pairing with xB3, given the potential to address the disease’s 

symptoms of CNS origin. Additionally, Chiesi’s lead development program is pegunigalsidase alfa, 

an enzyme replacement therapy for the treatment of Fabry disease, a lysosomal storage disorder. 

The drug was developed in a partnership with Protalix BioTherapeutics, and a BLA was submitted 

for approval in May 2020. This drug could also be a candidate for initial testing in combination with 

xB3, because Fabry disease has some CNS effects (although they are generally considered mild). 

We should note that pairing these programs with xB3 is speculative, and Chiesi may have other 

plans, but it has already demonstrated considerable interest and committed substantial resources 

to developing and expanding its rare disease franchise, and xB3 may become a part of executing 

on that strategy. 

The development of brain penetrating enzyme replacement therapies for lysosomal storage 

disorders is an obvious application of transcytosis technology like xB3, and there are other 

companies currently investigating the same strategy. The most prominent company is Denali 

Therapeutics, which is developing a transferrin-based approach to delivering enzymes to the brain. 

This company is investigating the technology for a range of lysosomal storage disorders and is 

preparing to enter the clinic with its treatment for Hunter syndrome (mucopolysaccharidosis type II, 

MPS II) in 2020. JCR Pharmaceuticals in Japan has a treatment for Hunter syndrome that has 

completed pivotal Phase III clinical studies in that country, and it is planning on submitting a 

marketing application in September 2020. 
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Valuation 

We have increased our valuation to C$60.1m or C$0.89 per basic share, from C$47.8m or C$0.71 

per basic share, driven by the addition of the Chiesi partnership in our model. This included the 

US$3m upfront payment (included in cash) and a provisional model to account for future revenue 

streams from the agreement. Aside from the size of the potential milestones associated with the 

agreement, we have little information on its terms or the target indications. We therefore model 

US$400m peak sales from the agreement as a placeholder. Other assumptions include royalties in 

the rage of 8–12% and 12 years’ exclusivity (assuming at a minimum any products from the 

collaboration will receive biologic exclusivity of 12 years in the US). Given our lack of knowledge 

surrounding the programs and the general high risk of early stage development products, we assign 

a probability of success of 2.5%, consistent with Bioasis’s other undisclosed development program 

partnered with Prothena. The majority of the value associated with Chiesi agreement is from early 

stage milestones, which we model as US$5m for successful Phase I results, US$10m for Phase II, 

and US$20m for Phase III. We expect to update our assumptions following the release of more 

details regarding these programs. In addition to this adjustment, we have rolled forward our NPVs. 

Exhibit 1: Valuation of Bioasis 

Development 

Program 
Indication Clinical 

stage 
Geography Prob. of 

success 

Launch 

year 

Launch 

pricing 
($/month) 

Peak 

sales 
(US$m) 

Patent/ 

exclusivity 
protection 

Royalty/ 

margin 

rNPV 

(C$m) 

xB3-001 Treatment of mBC BMs IND US 10% 2027 11,500 125 2039 52% 16.44  

Europe 10% 2027 7,500 115 2039 52% 15.26  

R&D 10% 
     

(11.05) 

1st line, prevention of mBC 
BMs 

Planned US 5% 2032 12,700 397 2039 57% 13.24  

Europe 5% 2032 8,200 437 2039 57% 14.88  

R&D 5% 2032 
    

(3.52) 

Prothena milestones Undisclosed Discovery 
 

2.5% 2028 
    

3.39  

Chiesi partnership Four lysosomal storage 
disorders 

Discovery 
 

2.5% 2029 
 

*400 2041 *8–12% 7.43  

Total                   56.1  

Net cash and equivalents (FY20 – debenture conversions + Chiesi upfront pro-forma) (C$m) 
   

4.0  

Total firm value (C$m) 
       

60.1  

Total basic shares (m) 
       

67.9 

Value per basic share (C$) 
       

0.89  

Dilutive warrants and options (m) 
      

26.6 

Total diluted shares (m) 
        

94.5  

Value per diluted share (C$) 
       

0.75  

Source: Bioasis reports, Edison Investment Research. Note: *Peak sales are a placeholder, royalty rates estimated. mBC BMs = 

metastatic breast cancer brain metastases. 

Financials 

The company reported a net loss of C$4.1m for FY20 ending in February 2020. We expect this loss 

to increase in FY21 (C$7.1m) as the company prepares to enter clinical trials in FY22. We also 

include provisional milestone payments from Prothena in FY21 and FY22 of US$3m (before 10% 

payable to Xoma), and our expected loss for FY21 may increase if this program does not advance 

in that timeframe. Additionally, we have added the US$3m Chiesi upfront payment to our model in 

FY21 and amortize the revenue over five years. The company ended FY20 with C$576,000 in cash 

and had a C$1.4m (carrying value C$1.0m) in debt associated with convertible debenture bridge 

loans. In April 2020, C$751,000 of these loans were subsequently converted, and we expect the 

recent licensing deal with Chiesi to trigger a repayment covenant on the remaining C$696,000 in 

principal. 

The company faces a significant future financing requirement to develop its internal programs, 

which we expect it to address at least in part through continued licensing and business 
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development similar to the recent Chiesi deal. If the company were to develop xB3-001 without any 

financial support (ie no milestone payments from its partnership agreements), we would expect this 

to require as much as C$160m in additional capital to reach commercialization. However, we 

expect the company to continue to seek similar agreements to offset these costs, including 

potentially out-licensing xB3-001. As our model now includes the Chiesi milestones stated above 

(as well as the Prothena milestones already assumed in our model as discussed in our Outlook 

report), this reduces the financing requirement for the company to C$110m (from C$130m 

previously), which we include as illustrative debt. This is modelled as C$20m in FY21, C$50m in 

FY23 and C$40m in FY26 (down from C$60m previously).  

At current cash levels, we expect the company to need additional financing in FY21, and although 

we expect the company to attempt to offset these needs through licensing activity, it may need to 

seek additional cash on the capital markets to bring its internal pipeline to the clinic if these deals 

do not materialize quickly. 

https://www.edisongroup.com/publication/bringing-brain-drugs-into-the-21st-century/27070
https://www.edisongroup.com/publication/bringing-brain-drugs-into-the-21st-century/27070
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Exhibit 2: Financial summary 
  

C$m 2019 2020 2021e 2022e 

Year end 28 February 
  

IFRS IFRS IFRS IFRS 

INCOME STATEMENT 
      

Revenue     1,422.0 606.4 4,554.0 4,554.0 

Cost of Sales 
  

(10.4) 0.0 0.0 0.0 

Gross Profit 
  

1,411.6 606.4 4,554.0 4,554.0 

R&D 
  

(1,954.3) (2,033.6) (6,581.5) (8,492.3) 

SG&A 
  

(4,314.5) (3,174.4) (5,095.4) (5,350.2) 

EBITDA     (3,805.0) (3,965.4) (6,494.4) (8,660.7) 

Normalised operating profit     (3,815.8) (3,977.4) (6,498.6) (8,664.1) 

Amortization of acquired intangibles 
  

(61.1) (58.8) (58.8) (58.8) 

Exceptionals 
  

0.0 0.0 0.0 0.0 

Share-based payments 
  

(980.2) (565.6) (565.6) (565.6) 

Reported operating profit 
  

(4,857.2) (4,601.7) (7,122.9) (9,288.5) 

Net Interest 
  

1.8 (46.9) 0.0 0.0 

Other income 
  

986.9 592.2 0.0 0.0 

Exceptionals 
  

395.1 0.0 0.0 0.0 

Profit Before Tax (norm)     (2,432.1) (3,432.1) (6,498.6) (8,664.1) 

Profit Before Tax (reported)     (3,473.4) (4,056.4) (7,122.9) (9,288.5) 

Reported tax 
  

0.0 0.0 0.0 0.0 

Profit After Tax (norm) 
  

(2,432.1) (3,432.1) (6,498.6) (8,664.1) 

Profit After Tax (reported) 
  

(3,473.4) (4,056.4) (7,122.9) (9,288.5) 

Minority interests 
  

0.0 0.0 0.0 0.0 

Discontinued operations 
  

0.0 0.0 0.0 0.0 

Net income (normalised) 
  

(2,432.1) (3,427.1) (6,492.6) (8,657.1) 

Net income (reported) 
  

(3,473.4) (4,056.4) (7,122.9) (9,288.5)        

Basic average number of shares outstanding (m) 
 

56,675 62,271 69,886 73,380 

EPS - basic normalised ($)     (0.04) (0.06) (0.09) (0.12) 

EPS - diluted normalised ($)     (0.04) (0.06) (0.09) (0.12) 

EPS - basic reported ($)     (0.06) (0.07) (0.10) (0.13) 

Dividend ($) 
  

0.00 0.00 0.00 0.00        

Revenue growth (%) 
  

141.1 0.0 0.0 0.0 

Gross Margin (%) 
  

99.3 100.0 100.0 100.0        

BALANCE SHEET 
      

Fixed Assets     360.9 290.2 227.1 165.0 

Intangible Assets 
  

327.8 269.0 210.2 151.4 

Tangible Assets 
  

33.1 21.1 16.9 13.5 

Investments & other 
  

0.0 0.0 0.0 0.0 

Current Assets     1,382.3 651.6 19,010.2 10,339.0 

Stocks 
  

0.0 0.0 0.0 0.0 

Debtors 
  

9.7 13.4 0.0 0.0 

Cash & cash equivalents 
  

1,360.0 576.4 18,948.3 10,277.1 

Other 
  

12.6 61.9 61.9 61.9 

Current Liabilities     (1,262.9) (2,476.7) (7,481.2) (7,470.7) 

Creditors 
  

(998.5) (1,991.1) (4,169.2) (4,986.7) 

Tax and social security 
  

0.0 0.0 0.0 0.0 

Short term borrowings 
  

0.0 (485.6) 0.0 0.0 

Other 
  

(264.4) 0.0 (3,312.0) (2,484.0) 

Long Term Liabilities     (1,027.0) (951.3) (19,947.8) (19,947.8) 

Long term borrowings 
  

0.0 (517.9) (19,514.4) (19,514.4) 

Other long term liabilities 
  

(1,027.0) (433.4) (433.4) (433.4) 

Net Assets     (546.7) (2,486.3) (8,191.6) (16,914.5) 

Minority interests 
  

0.0 0.0 0.0 0.0 

Shareholders' equity     (546.7) (2,486.3) (8,191.6) (16,914.5)        

CASH FLOW 
      

Op Cash Flow before WC and tax 
  

(3,805.0) (3,965.4) (6,494.4) (8,660.7) 

Working capital 
  

568.4 691.5 5,503.5 (10.5) 

Exceptional & other 
  

6.9 (24.8) 0.0 0.0 

Tax 
  

0.0 0.0 0.0 0.0 

Net operating cash flow     (3,229.7) (3,298.7) (990.9) (8,671.2) 

Capex 
  

(2.1) 0.0 0.0 0.0 

Acquisitions/disposals 
  

395.1 0.0 0.0 0.0 

Net interest 
  

0.0 0.0 0.0 0.0 

Equity financing  
  

3,526.7 1,205.0 852.0 0.0 

Dividends 
  

0.0 0.0 0.0 0.0 

Other 
  

0.0 0.0 (485.6) 0.0 

Net Cash Flow 
  

690.0 (2,093.6) (624.5) (8,671.2) 

Opening net debt/(cash)     (678.0) (1,360.0) 427.4 565.9 

FX 
  

(7.9) 22.2 0.0 0.0 

Other non-cash movements 
  

0.0 284.0 486.0 0.0 

Closing net debt/(cash)     (1,360.0) 427.4 565.9 9,237.1 

Source: Bioasis reports, Edison Investment Research. 
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General disclaimer and copyright  

This report has been commissioned by Bioasis Technologies and prepared and issued by Edison, in consideration of a fee payable by Bioasis Technologies. Edison Investment Research standard fees are £49,500 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 publicat ion. 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 2020 Edison Investment Research Limited (Edison).  

 

Australia 

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (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.  

 

New Zealand  

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financ ial 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 par ticular financial situation or goals of any person). As such, it should not be relied upon in making 

an investment decision. 

 

United Kingdom 

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation 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 "FPO") (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. It is 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.  

 

United States  

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 

any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person. 
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