
 

29 December 2021 
Due at least in part to significant recent share price depreciation, Pharnext 

has announced a revision in the terms of its June 2021 convertible debt 

financing (OCEANE-BSA). Effective February 2022, the number of tranches 

will be reduced to 12 from 35, with the last five tranches to be issued 

between January and May 2022 for total proceeds of €15m. As of 28 

December, the first six tranches have been drawn down for gross proceeds 

of €20.5m. This development has the potential, in time, to reassure 

investors, given that dilution had been a significant factor in driving down 

the stock price since the June 2021 debt issue. Separately, Pharnext also 

announced the appointment of Dr Elisabeth Svanberg as chairman of the 

board of directors (effective 1 January 2022), succeeding Michel de Rosen. 

Year end 
Revenue 

(€m) 
PBT* 
(€m) 

EPS* 
(€) 

DPS 
(€) 

P/E 
(x) 

Yield 
(%) 

12/19 3.6 (23.4) (1.61) 0.00 N/A N/A 

12/20 2.8 (21.4) (1.17) 0.00 N/A N/A 

12/21e 3.6 (27.7) (0.27) 0.00 N/A N/A 

12/22e 3.9 (30.8) (0.23) 0.00 N/A N/A 

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

Deal terms amendment to mitigate dilution concerns 

While the previous convertible debt agreement provided Pharnext with sufficient 

funds to conclude the clinical trials of PXT3003, a key concern has been the dilutive 

impact of the funding, an issue demonstrated by the sharp share price correction 

since June 2021. We believe Pharnext’s decision to truncate the number of 

tranches may have the potential to assuage some investor concerns, although the 

company will have to explore alternate financing options going into H222. The 

revision of the deal terms also requires Pharnext to share low single-digit royalties 

on PXT3003’s sales with the debt holder, Global Tech Opportunities 13, which will 

also have some impact on the company’s margins.  

Dr Elisabeth Svanberg appointed as chairman 

Pharnext also announced the appointment of Dr Elisabeth Svanberg as chairman 

of the board of directors, taking over from Michel de Rosen (chairman since June 

2016), who will continue to serve as a non-executive director of the company. Dr 

Svanberg has more than two decades of experience across different therapeutic 

areas and has been associated with leading healthcare companies such as Bristol 

Myers Squibb (BMS) and Janssen Pharmaceuticals. This appointment follows a 

series of recent senior-level recruitments at Pharnext in an effort to successfully 

progress and commercialise PXT3003 in Charcot-Marie-Tooth Disease type 1A 

(CMT1A).   

Valuation: €265.6m or €2.0 per basic share 

We have revised our valuation to factor in the new share issue and slightly lower 

expected margins due to the royalty agreement with Global Tech Opportunities 13. 

While we have revised our total valuation down to €265.6m from €273.6m, the 

basic per share valuation comes down significantly to €2.0 (from €5.7), following 

additional equity issued to cover the conversion of tranches 3 and 4 (until 27 

December) of the June 2021 convertible debt.  
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OCEANE-BSA programme to conclude prematurely 

On 22 December 2021, Pharnext announced that it had reached an agreement with Global Tech 

Opportunities 13 (subscribers of the June 2021 convertible bond issue) to amend the terms of its 

existing financing agreement, effectively reducing the number of tranches to 12 from the earlier 35. 

The effective date of the amendment would be made concrete retroactively subject to the vote at 

the extraordinary shareholders meeting expected to be held no later than 11 February 2022. As of 

28 December 2021, the first six tranches have been drawn down for gross proceeds of €20.5m (the 

first tranche was worth €5.5m, while the subsequent five drawn tranches stood at €3m each; total 

net funding of €16.86m). The company expects the last five tranches to be issued between January 

and May 2022 (the last tranche in May 2022) for total gross proceeds of €15m (€13.2 net). It is 

unclear at the moment when a seventh tranche will be drawn down (we have tentatively factored in 

a drawdown in late December 2021). As a reminder, the previous agreement comprised 35 

tranches totaling 8,100 OCEANE-BSA convertible bonds with a par value of €10,000 each (for a 

total gross value of €81m), which could be drawn down over a period of 36 months. According to 

the latest available information, Pharnext has fully converted the first three tranches into equity, 

while the fourth tranche is partially converted as of 28 December 2021 (€2.1m converted out of a 

total €3m). A total of €13.6m of the total €20.5 gross debt issued has been converted to equity, 

including €12.3m in H221 to date).  

We believe the decision to end the financing arrangement prematurely was driven by negative 

market sentiment around the potentially dilutive impact of the convertible debt funding, which has 

been weighing heavily on the company’s stock price (c 98% loss in value since the debt issue 

announcement in June 2021).We believe the restructuring has the potential to reduce the ongoing 

overhang on the stock, although some further dilution is still expected (at least eight of the 12 

tranches would still need to be converted to equity) and funding avenues will need to be 

reassessed in H222. 

New chairman appointed 

Following news of the convertible debt amendment, the company announced the appointment of Dr 

Elisabeth Svanberg as chairman of the company’s board of directors (effective 1 January 2022), 

taking over from Michel de Rosen, who had been chair since June 2016and will continue as a non-

executive director. Dr Elisabeth Svanberg is a board-certified general surgeon and associate 

professor of surgery, with extensive experience in the development of novel treatments across 

different therapeutic areas. She has more than 20 years’ experience and has been associated with 

major healthcare companies like BMS and Janssen Pharmaceuticals. As a reminder, this 

appointment is the latest in a series of senior-level recruitments made by the company, the most 

recent being the appointment of Dr Burkhard Blank as chief medical officer in November 2021. 

Valuation 

We have updated our valuation to reflect the recent amendment in the terms of the OCEAN-BSA 

convertible debt programme. Our expectations for the clinical progression and commercialisation of 

PXT3003 remain unchanged and we continue to attribute a 70% probability of success to the asset. 

Our risk-adjusted net present value (NPV) goes down slightly to €259.7m as we lower our gross 

margin estimates slightly (from 95% to 92%) following the requirement to pay low single-digit 

royalties on PXT3003 as part of the amended debt agreement (we have factored in a 3% royalty 

payment in our valuation model). This has been partially offset by an increase in the pro forma net 

cash position (€5.9m) following further debt to equity conversions (tranche 3 and partial conversion 

https://pharnext.com/en/press-releases/pharnext-and-global-tech-opportunities-13-agree-to-stop-convertible-bond-program-from-end-of-may-2022
https://pharnext.com/en/press-releases/pharnext-and-global-tech-opportunities-13-agree-to-stop-convertible-bond-program-from-end-of-may-2022
https://pharnext.com/en/press-releases/pharnext-announces-a-new-financing-through-a-convertible-bond-program-for-a-total-amount-up-to-81-million-gross
https://pharnext.com/en/press-releases/pharnext-announces-a-new-financing-through-a-convertible-bond-program-for-a-total-amount-up-to-81-million-gross
https://pharnext.com/en/press-releases/experienced-pharmaceutical-industry-executive-dr.-elisabeth-svanberg-appointed-as-chairman-of-pharnext-board-of-directors
https://pharnext.com/en/press-releases/experienced-pharmaceutical-industry-executive-dr.-elisabeth-svanberg-appointed-as-chairman-of-pharnext-board-of-directors
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of tranche 4) since our last update (an additional €3.1m of debt was converted to equity since we 

last wrote on the company, resulting in an increase in shares outstanding to 131.5m from 48.3m 

and an increase in pro forma net cash to €5.9m from €2.8m). Our overall valuation of the company 

goes down slightly to €265.6m from €273.6m. However, the per share valuation sees another 

significant dip (€2.0 versus €5.7 previously) following further conversion (tranche 3 and partial 

conversion of tranche 4) of the OCEANE-BSA convertible debt. The number of shares outstanding 

is currently 131.5m versus 22.4m before the convertible financing and subsequent conversion of 

associated debt to equity (tranches 1 to 3 are fully converted, whereas tranche 4 is partially 

converted as of 28 December 2021). To compensate for the loss of funding due to the amended 

OCEANE-BSA terms, we estimate that Pharnext will be required to raise a further €15m in H222 

and €40m in 2023, which we have presented as illustrative debt in our model. 

Exhibit 1: Pharnext valuation 

Development 
programme 

Indication Clinical 
stage 

Probability of 
success 

Launch 
year 

Patent/exclusivity 
protection 

Launch pricing 
($/year) 

Peak sales 
(US$m) 

rNPV 
(€m) 

PXT3003 CMT1A Phase III 70% 2024 2031–34 55,000 626 259.7 

Total 
       

259.7 

Net cash (end H121, pro forma adjusted for subsequent conversions of 
debt to equity) (€m) 

    
5.9 

Total firm value (€m) 
     

265.6 

Total basic shares (m) 
     

131.5 

Value per basic share (€) 
     

2.0 

Dilutive options and warrants (m) 
   

0.9 

Total diluted shares (m) 
      

132. 

Value per diluted share (€) 
     

2.0 

Source: Pharnext reports, Edison Investment Research 

https://www.edisongroup.com/publication/clinically-healthy/30287/
https://vox-aequitas.com/equityline/api/assets/publications/Pharnext_Tableau_de_suivi_des_OCEANE-BSA_20211222.pdf
https://vox-aequitas.com/equityline/api/assets/publications/Pharnext_Tableau_de_suivi_des_OCEANE-BSA_20211222.pdf
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Exhibit 2: Financial summary 
 

€000s 
 

2019 2020 2021e 2022e 

31-December 
  

IFRS IFRS IFRS IFRS 

INCOME STATEMENT 
      

Revenue     3,597.4 2,810.5 3,591.3 3,945.3 

Cost of Sales 
  

0.0 0.0 0.0 0.0 

Gross Profit 
  

3,597.4 2,810.5 3,591.3 3,945.3 

R&D 
  

(15,178.1) (13,548.4) (20,837.3) (25,155.4) 

Admin & Marketing 
  

(8,444.6) (8,175.6) (8,059.8) (8,140.4) 

EBITDA     (19,501.6) (18,159.2) (25,190.6) (29,312.0) 

Operating profit (before amort. and excepts.)   (20,093.0) (18,716.5) (25,108.7) (29,153.5) 

Amortisation of acquired intangibles 
  

0.0 0.0 0.0 0.0 

Exceptionals 
  

0.0 0.0 0.0 0.0 

Share-based payments 
  

67.7 (197.0) (197.0) (197.0) 

Reported operating profit 
  

(20,025.3) (18,913.5) (25,305.7) (29,350.5) 

Net Interest 
  

(3,283.9) (2,650.5) (2,546.6) (1,661.8) 

Joint ventures & associates (post tax) 
  

0.0 0.0 0.0 0.0 

Exceptionals 
  

0.0 0.0 0.0 0.0 

Profit Before Tax (norm)     (23,376.9) (21,367.0) (27,655.3) (30,815.3) 

Profit Before Tax (reported)     (23,309.2) (21,564.1) (27,852.3) (31,012.3) 

Reported tax 
  

0.0 0.0 0.0 0.0 

Profit After Tax (norm) 
  

(23,376.9) (21,367.0) (27,655.3) (30,815.3) 

Profit After Tax (reported) 
  

(23,309.2) (21,564.1) (27,852.3) (31,012.3) 

Minority interests 
  

0.0 0.0 0.0 0.0 

Discontinued operations 
  

0.0 0.0 0.0 0.0 

Net income (normalised) 
  

(23,376.9) (21,367.0) (27,655.3) (30,815.3) 

Net income (reported) 
  

(23,309.2) (21,564.1) (27,852.3) (31,012.3)        

Average Number of Shares Outstanding (m) 
  

14.5 18.2 103.2 131.5 

EPS - normalised (c)     (161.08) (117.33) (26.80) (23.43) 

EPS - normalised fully diluted (c)     (161.08) (117.33) (26.80) (23.43) 

EPS - basic reported (€)     (1.61) (1.18) (0.27) (0.24) 

Dividend (€) 
  

0.00 0.00 0.00 0.00        

BALANCE SHEET 
      

Fixed Assets     1,526.5 855.4 740.3 701.8 

Intangible Assets 
  

12.1 7.4 0.0 0.0 

Tangible Assets 
  

293.2 146.3 38.5 0.0 

Investments & other 
  

1,221.2 701.8 701.8 701.8 

Current Assets     21,645.1 20,398.4 13,757.9 8,659.6 

Stocks 
  

0.0 0.0 0.0 0.0 

Debtors 
  

0.0 9,320.2 590.4 648.5 

Cash & cash equivalents 
  

16,246.6 11,078.2 13,167.6 8,011.1 

Other 
  

5,398.5 0.0 0.0 0.0 

Current Liabilities     (9,959.6) (15,516.6) (12,761.3) (11,172.2) 

Creditors 
  

(5,792.7) (11,302.7) (7,048.3) (8,151.8) 

Tax and social security 
  

0.0 0.0 0.0 0.0 

Short term borrowings 
  

(3,806.3) (3,926.0) (5,425.0) (2,732.4) 

Other 
  

(360.5) (287.9) (287.9) (287.9) 

Long Term Liabilities     (20,457.9) (18,256.2) (22,731.2) (49,998.8) 

Long term borrowings 
  

(11,181.4) (8,157.4) (12,632.4) (39,900.0) 

Other long term liabilities 
  

(9,276.6) (10,098.8) (10,098.8) (10,098.8) 

Net Assets     (7,245.9) (12,519.0) (20,994.3) (51,809.5) 

Minority interests 
  

0.0 0.0 0.0 0.0 

Shareholders' equity     (7,245.9) (12,519.0) (20,994.3) (51,809.5)        

CASH FLOW 
  

0 
   

Operating Cash Flow 
  

(19,569.3) (17,962.2) (24,993.6) (29,115.0) 

Working capital 
  

(1,523.1) 1,797.7 4,475.5 1,045.3 

Exceptional & other 
  

(476.0) 82.5 0.0 0.0 

Tax 
  

0.0 0.0 0.0 0.0 

Net operating cash flow     (21,568.4) (16,081.9) (20,518.0) (28,069.6) 

Capex 
  

0.0 22.0 0.0 0.0 

Acquisitions/disposals 
  

193.5 (83.4) 0.0 0.0 

Net interest 
  

(1,412.9) (1,622.2) (2,546.6) (1,661.8) 

Equity financing  
  

16,494.9 16,271.7 19,180.0 0.0 

Dividends 
  

0.0 0.0 0.0 0.0 

Other 
  

0.0 (199.5) 0.0 0.0 

Net Cash Flow 
  

(6,292.9) (1,693.4) (3,884.6) (29,731.5) 

Opening net debt/(cash)     16,011.4 (1,258.7) 1,005.7 4,890.3 

FX 
  

0.0 0.0 0.0 0.0 

Other non-cash movements 
  

23,563.0 (571.0) 0.0 0.0 

Closing net debt/(cash)     (1,258.7) 1,005.7 4,890.3 34,621.8 

Source: Pharnext reports, Edison Investment Research   
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General disclaimer and copyright  

This report has been commissioned by Pharnext and prepared and issued by Edison, in consideration of a fee payable by Pharnext. 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 2021 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 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. 

 

United Kingdom 

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 "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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