EDISON

SymBio Pharmaceuticals

Supply issues continue

SymBio reported sales of ¥2.838bn for 2019 and an operating loss of
¥4.301bn. Sales were down from 2018 due to the previously announced
quality control issue for the supply of Treakisym from Astellas. We
forecast sales of ¥3.433bn in 2020 as the company winds down its sales to
Eisai in anticipation of the launch of its own internal salesforce and
marketing effort for the drug in 2021.

Revenue PBT* EPS* DPS PIE Yield
Year end (¥m) (¥m) (¥) (¥) (x) (%)
12/18 3,836 (2,749) (166) 0 N/A N/A
12119 2,838 (4,377) (189) 0 N/A N/A
12/20e 3,433 (5,078) (170) 0 N/A N/A
12121e 9,159 962 50 0 1.7 N/A

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

Quality and supply issues continue

The quantity control issues that were announced in August 2019 were expected to
have a negative impact on sales for the year. Further, the company announced in
the annual report that although Astellas replaced the initial bad shipments, there
were additional quality control issues and missed delivery dates. This further
exacerbated the revenue loss to the company from its August 2019 guidance of
¥3.092bn to the final total of ¥2.838bn. Astellas is reportedly addressing the issue,
but SymBio is unable to confirm at this time.

Preparing for internal marketing of Treakisym

Treakisym is currently marketed through the company’s partner Eisai, but the rights
to the drug will revert to SymBio at the beginning of 2021. In anticipation, the
company will be building out its own internal salesforce and marketing program for
the drug over the coming year. SymBio is also advancing two expansions of the
program: the ready to dilute formulation (NDA submitted in September 2019) and a
label expansion to diffuse large B-cell lymphoma (DLBCL, NDA submission
expected Q220).

Valuation: Increased to ¥37.2bn or ¥1,351 per share

We have increased our valuation to ¥37.2bn ($338m) from ¥32.7bn ($300m),
although it is up less on a per share basis (¥1,351 from ¥1,342). This increase is
driven by rolling forward our NPVs, offset at the share level by a higher share
count. We expect to update our valuation with the announcement of results for the
Phase Il myelodysplastic syndrome (MDS) clinical study of rigosertib from the
drug’s sponsor, Onconova, planned for H120.
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Business description

SymBio Pharmaceuticals is a Japanese specialty
pharma company with a focus on oncology and
hematology. The Treakisym powder formulation
was in-licensed from Astellas in 2005; liquid
Treakisym was in-licensed from Eagle
Pharmaceuticals in 2017. Rigosertib was in-
licensed from Onconova. And brincidofovir was
licensed from Chimerix in 2019.
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Supply issues with Astellas persist and continue to
negatively affect sales and earnings

SymBio previously in August 2019 that shipments of Treakisym (bendamustine) from its
supplier Astellas had suffered from a series of quality control issues. At the time management
revised its 2019 revenue guidance down to ¥3.092bn from ¥4.465bn. However, the company
reported in its 2019 financial report that quality control and supply issues have persisted, causing
delays that continue to have a negative impact on sales. SymBio had net sales of ¥2.838bn for the
year, down approximately ¥1bn from 2018. Furthermore, operating losses also exceeded
expectations at ¥4.301bn (compared to the revised guidance of ¥3.587bn in August 2019).

Astellas eventually replaced all of the defective batches of drug, but these shipments were affected
by unreliable delivery dates and further quality control issues. SymBio stated in its report that
Astellas has implemented a corrective and preventative action program to address these issues,
but it is too early to evaluate the effectiveness of these measures. As Astellas is the sole licensor of
bendamustine rights worldwide, SymBio has relatively little recourse over the supply issues it has
faced.

Shift towards internal sales

The company has guided toward sales of ¥3.404bn in 2020, although this reduction is driven by a
planned rundown of deliveries to the company’s marketing partner Eisai rather than inventory
issues. SymBio will gain full rights to market Treakisym in Japan at the beginning of 2021 and it
intends to relaunch the drug with its own internal sales force at that time. In anticipation of this,
deliveries to Eisai will be reduced to allow for a reduction in its inventory. Because of the planned
reduction in volume, we expect the effects of continued supply issues (if they occur) to be limited.

SymBio forecasts an operating loss of ¥5.090bn for 2020 as it gears up operations for its own
internal salesforce. We currently forecast costs of approximately ¥1bn associated with building this
organization and establishing its supply chain.

The company is targeting profitability in 2021 with the re-launch of Treakisym. In addition to bringing
sales of the product in house, the company has also made multiple efforts to expand its market.
The company submitted an NDA in September 2019 with the Japanese regulatory authorities for
the ready-to-dilute (RTD) formulation of the drug. It is also planning an NDA submission for the
label expansion to treat DLBCL in Q220; the drug previously showed positive results in Phase 11l for
DLBCL in November 2019. The company expects approval for this NDA in Q221.

Valuation

We have increased our valuation to ¥37.2bn ($338m) from ¥32.7bn ($300m), although it is up less
on a per share basis (¥1,351 from ¥1,342). The increase is largely due to rolling forward our NPVs
to 2020, offset by the increase in shares following recent large exercises of share acquisition rights
(1.1m shares issued in January 2020, for a total of ¥626m). The effect of the Astellas supply issues
on the valuation is primarily due to unrealized sales in 2019 leading to lower than expected cash (or
alternately more dilution to compensate), although we have adjusted our 2020 revenue estimates to
align with company guidance. However, these negative effects have less of an impact than rolling
forward our NPVs given the expected ramp in earnings in 2021 and beyond.
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A major upcoming value inflection point for the company is the announcement of results for the
ongoing Phase Il MDS clinical study of rigosertib from the drug’s sponsor, Onconova, planned for

H120.
Exhibit 1: Valuation of SymBio

Product Indication

Treakisym Low grade NHL/MCL (r/r and first line); CLL
Treakisym (DLCBL) r/r DLBCL

Rigosertib (IV) rlr HR-MDS

Rigosertib (oral) LR-MDS (mono) or first-line HR-MDS (combo)
Brincidofovir vHC

Net cash (December 2019 + subsequent exercises)

Valuation

Source: SymBio Pharmaceuticals reports, Edison Investment Research

Financials

2010
2021
2023
2025
2025

Launch Peak sales

(¥m)
8,600
9,600
3,800
7,500
4,200

NPV
(¥m)
19,270
12975
2,820
4,171
3,280
4,537
47,052

Probability

100-95%
90%
50%
15%
30%

100%

rNPV
(¥m)
18,451
11,610
1,324
423
855
4,537
37,199

rNPVishare
(¥

670.0

4216

48.1

154

31.1

164.7
1,350.9

We have lowered our revenue forecasts for 2020 to ¥3.4bn (from ¥4.0bn) to reflect the company’s
predicted rundown in sales to Eisai. However, our forecasts for operational losses are roughly
similar to previous estimates (¥5.1bn from ¥5.2bn), as we now forecast marginally lower SG&A
costs associated with the commercial build out (¥3.5bn from ¥3.8bn). The company ended 2019
with ¥3.91bn in cash, and subsequently raised ¥626m through its ongoing rights offering. We
currently include ¥607m in financing in 2020 (recorded as illustrative debt) primarily to provide a
cash buffer (of ¥800m) going into the 2021 commercial launch.
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Exhibit 2: Financial summary

Accounts: JPN GAAP, Yr end: 31 December;
¥m

Total revenues

Cost of sales

Gross profit

SG&A (expenses)

R&D costs

Other income/(expense) included in adjusted
Other income/(expense) excluded from adjusted
Reported EBIT

Finance income/ (expense)

Other income/(expense) included in adjusted
Other income/(expense) excluded from adjusted
Reported PBT

Income tax expense

Reported net income

Average number of shares - basic (m)

Basic EPS

Adjusted EBITDA
Adjusted EBIT
Adjusted PBT
Adjusted EPS
Adjusted diluted EPS

Balance sheet

Property, plant and equipment
Gooduwill

Intangible assets

Other non-current assets
Total non-current assets

Cash and equivalents
Inventories

Trade and other receivables
Other current assets

Total current assets
Non-current loans and borrowings
Trade and other payables
Other non-current liabilities
Total non-current liabilities
Trade and other payables
Current loans and borrowings
Other current liabilities

Total current liabilities

Equity attributable to company
Non-controlling interest

Cashflow statement

Profit before tax

Depreciation and Amortisation

Share based payments

Other adjustments

Movements in working capital

Interest paid / received

Income taxes paid

Cash from operations (CFO)

Capex

Acquisitions & disposals net

Other investing activities

Cash used in investing activities (CFIA)
Net proceeds from issue of shares
Movements in debt

Other financing activities

Cash from financing activities (CFF)
Currency translation differences and other
Increase/(decrease) in cash and equivalents
Opening Net (debt) cash

Cash and equivalents at end of period
Net (debt) cash

Movement in net (debt) cash over period

(18)
3,658
(196)
1,458
4,261
5,719
5,269
1,008

(319.35
(319.35

(35)
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5,719
2,947
2,947

(2,322)

(2,663)

4,212

(47)
1,874
2,947
4,821
4,821
1,874

Source: SymBio Pharmaceuticals reports, Edison Investment Research
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751
1,247
344
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404
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49.59

1,034
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49.59
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1,616

1,004

1,616
1,009
816

2022e
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(2,254)
9,164
(6,460)
(1,040)
0

0
1,665
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0

0
1,689
83
1,772
275
64.35

1,740
1,665
1,689
64.35
63.38
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364
3,156
253
1,251
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(1,897)
10,808
(7,610)
(1,815)
0

0
1,383
64

0

0
1,447
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0
2,937
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275
65.98

2,918
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65.00
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235
1,533
427
7,842
607

609
738

751
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13,044
(8,087)

(866)

4,092
172

4,264
(1,624)
2,640
275
95.86

4,187
4,092
4,264
95.86
94.42

380
43

494
8,061
257
1,681
427
10,426
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1,479
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4,264
95
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This report has been commissioned by SymBio Pharmaceuticals and prepared and issued by Edison, in consideration of a fee payable by SymBio Pharmaceuticals. 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 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 2020 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”) © FTSE 2020. “FTSE®” is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International Limited under license. All 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. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

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.

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. 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.

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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