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Basilea Pharmaceutica

Data-driven catalysts ahead

Basilea has reported good momentum in 2019, with positive clinical data
from key studies on Zevtera/Mabelio and derazantinib. Cresemba sales
have continued to grow, benefiting from international launches by partners
in new markets and growth in existing markets. Despite significant R&D
investment, operating losses have narrowed to CHF13.2m (H118:
CHF20.4m). Basilea is well funded, with gross cash and investments of
CHF177.9m sufficient to fund operations beyond 2020 to multiple R&D
inflection points. Pivotal data in 2020/21 could lead to filings for
derazantinib (oncology) and Zevtera (US NDA for the treatment of resistant
bacterial infections). We value Basilea at CHF1,077m.

Revenue PBT* EPS* DPS PIE Yield
Year end (CHFm) (CHFm) (CHF) (CHF) (x) (%)
12117 101.5 (18.9) (1.78) 0.0 N/A N/A
12118 1326 (31.0) (2.89) 0.0 N/A N/A
12119 1329 (27.7) (2.57) 0.0 N/A N/A
12/20e 143.2 (13.8) (1.28) 0.0 N/A N/A

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

Global sales of Cresemba exceed $170m

Total in-market Cresemba (isavuconazole) sales reported by partners exceeded
$170m (12 months to 31 March 2019). Basilea received a $5m milestone payment
in January from partner Pfizer based on strong Cresemba EU sales (cumulative
basis). Cresemba is available in 33 countries, including the US and Europe through
multiple partners, and by year-end Basilea expects Cresemba to be available in 40
countries. Zevtera/Mabelio (ceftobiprole) sales remain lacklustre and the US
remains the significant value driver for the product (potential launch in 2022/23).

Multiple positive clinical data to date

Basilea recently announced positive top-line data on ceftobiprole from the Phase 11|
TARGET trial for treatment of ABSSSI. TARGET is one of two cross-supportive
Phase lll trials required for the US filing. The other, ERADICATE, is expected to
report in H221. Derazantinib posted positive interim results in the FIDES-01
registrational phase |l study in iCCA and FIDES-02 Phase I/ll has been initiated in
combination with immunotherapy for urothelial cancer. Preclinical work in multiple
other tumours types expressing FGFR genetic aberrations is ongoing.

Financials: Profitability from 2021

Revised guidance for FY19 operating loss is CHF22—27m from CHF20-30m, due
to the lower BARDA revenue expectations from the reduction in ceftobiprole Phase
Il expenses. Cresemba and Zevtera sales contributions guidance has narrowed to
CHF105-110m (from CHF100-110m). We believe the growing revenue contribution
from Cresemba translates into profitability from 2021.

Valuation: CHF1,077m or CHF100 per share

Our revised valuation of CHF1,077m vs CHF1,082m previously reflects a slight
adjustment of our 2019 revenue and operating loss expectations. We update FX,
roll forward our DCF and revise for net debt of CHF19.5m at 30 June.
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Business description

Basilea Pharmaceutica is focused on anti-infectives
and oncology. Its marketed products are Cresemba
(an antifungal) and Zevtera/Mabelio (an anti-MRSA
broad-spectrum antibiotic). The oncology R&D
pipeline consists of three assets including clinical-
stage products BAL101553 and derazantinib.

Next events

BAL101553 Phase lla data (glioblastoma H219
& ovarian cancer, IV dose)

Derazantinib top-line results Phase |l H220
registrational studies in iCCA (FGFR2
fusion cohort)

Ceftobiprole Phase Il ERADICATE H221
data for SAB
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2019 off to a good start

Basilea reported growth of 5.5% in total revenues to CHF63.2m in H119 (H118: CHF59.9m), driven
largely by the strong sales performance of antifungal drug, Cresemba. Total revenues include
CHF52.9m (+91%) contributions from Cresemba and Zevtera, which represent a mix of royalties on
sales, product sales, contract revenues and milestones. Given that Zevtera still accounts for a
minority of these combined revenues (we assume <9%), the revenue performance reflects stronger
than anticipated Cresemba revenues (291%). The commercialisation of Cresemba and Zevtera (ex
US) is largely in the hands of multiple licensing and/or distribution partners. Revenues as reported
can be split into product revenues, contract revenues, R&D services and other revenues (which
mainly comprises the BARDA reimbursements). Exhibit 1 provides details of the H119 revenue
breakdown. Basilea has multiple licensing deals in place for its commercially available anti-infective
products, Cresemba and Zevtera. More than 100 countries are covered by strong regional and
global partnerships. So far Basilea has received $245m in total upfront and milestone payments.
Under the terms of existing agreements, it could receive a total of $1.1bn in potential regulatory and
sales milestones if the assets reach predetermined targets. Other revenue of CHF10.0m (H118:
CHF13.3m), comprises mainly BARDA reimbursements related to the Phase Il ceftobiprole trials
required for a US registration.

Exhibit 1: Basilea H119 total revenue breakdown

Revenues (CHFm) H119 H118 Notes
Total revenues 63.2 59.9 83% attributable to Cresemba
From Cresemba and Zevtera 52.9 27.7 91% attributable to Cresemba
Product revenues 254 6.5 Cresemba upfront payment and sales to Pfizer of CHF21.5m (H118: CHF4.9m)

Other product revenue from Zevtera/Cresemba distribution agreements of CHF3.9m (H118: CHF1.6m)
85% attributable to Cresemba

Contract revenues 27.7 4041
Royalties on sales 156.7 10.2 Cresemba sales royalties from Astellas CHF11.7m (H118: CHF8.5m)
Cresemba sales royalties from Pfizer CHF4.0m (H118: CHF1.7m)
100% attributable to Cresemba
Milestone payments 50 0.0 Cresemba sales milestone from Pfizer CHF5.0m
100% attributable to Cresemba
Other Cresemba and Zevtera 7.0 11.0 Deferred revenue recognition from Astellas for Cresemba of CHF5.4m (H118: CHF5.4m)
contract revenues Deferred revenue recognition from Asahi for Cresemba of CHF0.7m (H118: CHF0.7m)
Deferred revenue recognition from Gosun for Zevtera of CHF0.3m (H118: CHF0.3m)
Deferred revenue recognition from Zevtera/Cresemba distribution agreements of CHF0.6m (H118: CHF2.6m)
87% attributable to Cresemba
Other contract revenue 0.0 18.9 Deferred revenue recognition from Stiefel of CHF0.0m (H118: CHF18.8m)
R&D services revenue 01 00
Other revenues 10.0 13.3 CHF9.9m BARDA reimbursements related to expenses for the US Phase IIl ceftobiprole trials (H119:

CHF13.2m)
Source: Edison Investment Research, Basilea reports and presentations

Basilea has updated its FY19 total revenue and operating loss guidance. It now guides to total
revenues of CHF128-133m, with contributions from Cresemba and Zevtera updated to CHF105-
110m from CHF100-110m previously. Estimated FY19 operating loss is CHF22—27m from CHF20—
30m, which is commensurate with the lower BARDA revenue expectations related to lower US
ceftobiprole Phase IIl TARGET clinical trial expenses. BARDA is partially funding (c 70%) the US
registrational trials, which will end with the completion of the ERADICATE trial in H221. Basilea
reported operating loss of CHF13.2m in H119 (H118: CHF20.4m) with costs benefiting from a
reduction in R&D expenses. We have increased our R&D expense forecast for 2020 to CHF105m
from CHF90m reflecting the ramp up in preclinical and clinical studies we anticipate across the
pipeline. This translates into a forecasted operating loss of CHF8.6m in 2020. In H119, net cash
used for operating activities decreased to CHF45.4m (H118: CHF60.4m reflected one-time effects
in the period — $10m upfront payment to ArQule plus cost of in-licensing some preclinical assets).
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Cresemba continues growth trajectory

Cresemba (isavuconazole) is a broad-spectrum antifungal for the treatment of severe, life-
threatening fungal infections. It is available in the US and major European countries through
regional partners including Astellas in the US, and Pfizer in most of Europe. In-market sales for
Cresemba amounted to $170m in the 12 months ending 31 March 2019 (+42% vs comparable
period; we note in-market sales at 31 March 2018 were just over $120m). Exhibit 2 highlights the
steady growth in sales in the US and the increasing contribution from the key EU5 markets. By
year-end, Basilea expects Cresemba to be available in 40 countries, and in 60 countries by end
2021. Further launches will aid growth in 2021 and beyond. We note that prior to loss of exclusivity,
global sales of best-in-class antifungals are split c 25% US and ¢ 75% RoW, highlighting the
opportunity ex-US for Cresemba.

Exhibit 2: Cresemba sales growth in key launched markets
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Source: Basilea presentations. Note: In-market sales for 12 months to 31 March 2019 ¢ $170m; LCD = US$
corrected for currency fluctuations; MAT = moving annual total.

Zevtera hits its TARGET

Zevtera/Mabelio (ceftobiprole) is a broad-spectrum antibiotic for the treatment of Gram-positive
infections, including methicillin-resistant Staphylococcus aureus (MRSA), which are resistant to a
number of existing antibiotics, and Gram-negative bacterial infections, including Pseudomonas. The
product is available in major European countries (approved for both community and hospital-
acquired bacterial pneumonia) and some international markets through multiple partners. Further
roll-outs are expected (ex-US) in 2019 and 2020. However, the major commercial opportunity for
Zevtera resides in the US market. The US filing is contingent on data from two cross-supportive
studies: TARGET in acute bacterial skin and skin structure infections (ABSSSI) and ERADICATE in
Staphylococcus aureus bacteraemia (SAB) bloodstream infections. Data from ERADICATE are
expected in H221 and a US launch date of 2022/23 is feasible, with an initial focus on SAB and
ABSSSI.
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In August 2019, Basilea reported that ceftobiprole met primary and secondary efficacy endpoints in
the TARGET study, demonstrating non-inferiority to standard-of-care vancomycin plus aztreonam in
the intent-to-treat population. In the difficult US intravenous IV market, Basilea believes Zevtera’s
profile can be differentiated in the key SAB indication by its breadth of activity against methicillin-
resistant/sensitive Staphylococcus aureus (MRSA and MSSA), both Gram-negative and Gram-
positive pathogens, and effectiveness in the pulmonary setting vs existing products vancomycin
and daptomycin respectively. With such strong data from the TARGET study, it could be used to
support label extensions outside the US. However, this will be done on a country-by-country basis
and will be dependent on the partner and the potential economic gain of label expansion into
ABSSSI.

Derazantinib: Urothelial carcinoma studies broaden its scope

Basilea’s approach to the development and commercialisation of its oncology portfolio will depend
on the clinical profile of its assets and whether data are supportive of use in a wider range of cancer
indications. Phase Il asset, derazantinib, a pan-FGFR (fibroblast growth factor receptor) inhibitor
could be the first oncology asset to market, which we forecast in 2023 on the basis of an additional
Phase Il registration trial in iCCA. The Phase Il study ( ) for derazantinib in intrahepatic
cholangiocarcinoma (iCCA) reported in January 2019; full data are expected
in mid-2020. We note that if these data are overwhelmingly positive, they could form the basis of an
accelerated approval in iCCA. In the near term, Basilea will look to add maximum value to
derazantinib through broadening its utility beyond iCCA, and a Phase Ib/ll trial ( )in
urothelial carcinoma (UC) patients has now been initiated. Across four sub studies in FIDES-02,
derazantinib will be investigated as a monotherapy or in combination with Tecentriqg (Roche’s PD-L1
targeting antibody, an immunotherapy) and will enrol up to ¢ 300 patients with FGFR-driven disease
(first line and above). With the momentum in cancer treatment algorithms shifting towards targeted
therapies and immunoncology, we believe this is a comprehensive strategy for adding further value
to derazantinib.

Activating FGFR aberrations are found frequently in UC tumours (up to ), from genetic
mutations, rearrangements or amplifications that lead to over-activation of FGFRs and disease
progression. With annual mortality from bladder cancers across North America and Europe
estimated at ¢ 85,000, the opportunity is significant (source: ). We currently only value the
opportunity for derazantinib in iCCA, but highlight that it has the potential to present upside to our
base case assumptions. Interim data from the first patient cohort are expected in H220. Prudent
trial execution will be key to crystallising value from derazantinib, as the emerging landscape in
FGFR drug discovery is competitive. In April 2019, Janssen’s FGFR inhibitor, Balversa (erdafitinib),
was the first-in-class drug approved by the US FDA for the treatment of UC (second line and above;
FGFR2/3 +ve). Consensus currently forecasts that Balversa sales could reach $1.2bn by 2024
(source: EvaluatePharma).

Beyond its ability to inhibit FGFRs, derazantinib’s ability to inhibit colony stimulating factor 1
receptor (CSF1R) could provide additional synergies in combination with a PD-(L)1 antibody
compared to other FGFR inhibitors in the clinic. CSF1R has emerged as an attractive target in
immunoncology as it mediates the differentiation of macrophages into a tumour-promoting
phenotype (M2) from a tumouricidal phenotype (M1). It is thought that inhibition of CSF1R could
improve immune responses to tumours. However, tolerability is a key, as the promise of increased
clinical activity is accompanied by the increased risk of side effects, which can lead to dose
interruptions or the discontinuation of treatment.
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BAL101553: Phase lla data expected in H219

BAL101553 is an internally developed microtubule-targeting tumour checkpoint modulator that is
currently in three clinical studies, with a primary focus on treating patients with glioblastoma
multiforme (GBM). Top-line data are expected in H219 from a (48-hour
IV dose) in patients with recurrent GBM and platinum-resistant ovarian cancer. Additionally, a

(oral dose) in recurrent GBM patients is expected to complete
enrolment in H219, with full results available in H120. The initiated by the Adult Brain
Tumor Consortium (ABTC) is also being conducted in the US, investigating BAL101553 in
combination with radiotherapy in patients with newly diagnosed GBM, who have a reduced
sensitivity to the standard-of-care chemotherapy drug temozolomide (Temodal). Further studies are
likely to centre on Basilea’s biomarker stratified approach to clinical oncology, with preclinical and
clinical data suggesting that the plus-end binding protein (EB1) appears to be a predictive
biomarker for a response.

Valuation: rNPV of CHF1,077m or CHF100 per share

Our updated Basilea valuation is CHF1,077m (from CHF1,082m) and reflects a slight adjustment of
our 2019 revenue and operating loss expectations. Notably, we reduce BARDA-related revenues
and R&D expense. We update FX, roll forward our DCF and revise for net debt of CHF19.5m at 30
June 2019. The breakdown of our valuation is shown in Exhibit 3.

Exhibit 3: Basilea rNPV valuation

Product

Cresemba (isavuconazole)

Zevtera/Mabelio (ceftobiprole)

BAL101553
BAL3833
Derazantinib

Net cash/(debt) at 30 June 2019

Valuation

Indication Launch Peak sales Value Probability NPV NPV/share*

($m)  (CHFm) (CHFm)  (CHF/share)

Severe fungal infections 2015 (US); 2016 (EU); 788 888.7  75-100%** 839.6 7.7

2018 (ROW); 2022 Japan

Severe bacterial 2015 (EU); 2018 (RoW); 550 268.5 75-100%*** 2231 20.7
infections 2023 (US); 2023 (China)

Tumour resistance 2023 500 174.0 20% 21.7 2.6

Tumour resistance 2024

iCCA 2023 59 19.0 30% 5.7 0.5

(19.5) 100% (19.5) (1.8)

1,330.7 1,076.7 99.7

Source: Edison Investment Research. Note: *Per share calculation excludes one million treasury shares and is based on 10.8m shares
outstanding. **100% probability for the US and EU, 75% for ROW and Japan. ***100% probability for the EU, 75% probability for
China, ROW and the US.
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Exhibit 4: Financial summary

December
PROFIT & LOSS
Revenue

Cost of Sales

Gross Profit

Research and development (gross)
SG&A

EBITDA

Operating Profit (before amort. and except.)
Intangible Amortisation
Exceptionals

Other

Operating Profit

Net Interest

Profit Before Tax (norm)
Profit Before Tax (reported)
Tax

Profit After Tax (norm)
Profit After Tax (reported)
Average Number of Shares Outstanding (m)
EPS - normalised (CHFc)
EPS - (reported) (CHFc)
Dividend per share (c)
Gross Margin (%)

EBITDA Margin (%)
Operating Margin (before GW and except.) (%)
BALANCE SHEET

Fixed Assets

Intangible Assets

Tangible Assets
Investments

Current Assets

Stocks

Debtors

Cash

Other

Current Liabilities
Creditors

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

CASH FLOW

Operating Cash Flow

Net Interest

Tax

Capex
Acquisitions/disposals
Financing

Other

Dividends

Net Cash Flow

Opening net debt/(cash)
HP finance leases initiated
Other

Closing net debt/(cash)

Source: Company accounts, Edison Investment Research

Basilea Pharmaceutica | 22 August 2019

CHF'000s

2017
US GAAP

101,521
(9,025)
92,496

58,189
326
7,768
50,095
292,976
15,320
4,955
260,724
1,977
(79,491)
(79,491)
0
(313,114)
(196,224)
(116,890)
(41,440)

19,014

2018
US GAAP

132,555
(20,299)
112,256

(104,942)
(31,409)
(22,272)
(23,972)

(123)

(31,229)
(31,352)
10.8
(289.19)
(290.33)
0.0
847
NIA

NIA

7,013
372
6,424
217
274,738
14,411
3,757
223,908
32,662
(66,684)
(66,684)
0
(281,754)
(196,982)
(84,772)
)

2019e
US GAAP

132,860
(20,669)
112,191

(103,000)
(31,679)
(19,912)
(22,260)

(228)

8,623
572
7,834
217
210513
22,651
6,188
149,012
32,662
(70,754)
(70,754)
0
(236,749)
(196,982)
(39,767)
(88,367)

(65,267)

2020e
US GAAP

143,231
(15,489)
127,742

(105,000)
(31,319)

(5,786)
(8,341)
(237)

10,329
72
9,340
217
170,847
10,609
6,671
120,906
32,662
(54,564)
(54,564)
0
(222,749)
(196,982)
(25,767)
(96,137)

(18,166)
(5.417)
(26)
(4,297)
0

0

(200)

0
(28,106)
47,970
0

0
76,076
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This report has been commissioned by Basilea Pharmaceutica and prepared and issued by Edison, in consideration of a fee payable by Basilea Pharmaceutica. 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 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (‘FTSE”) © FTSE 2019. “FTSE®" is a trade mark of the London Stock Exchange Group companies
and is used by FTSE International 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. 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 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. 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.

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange
Commission. 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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