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SPECULATIVE BUY (no change)

Stock code: ANP AU
Price: A$0.10
12-month target price: A$0.26
Previous target price: A$0.27
Up/downside to target price: 160.0%
Dividend yield: NA%
12-month TSR*: NA%
Market cap: A$66.88m
Average daily turnover: A$0.09m
Index inclusion: N/A

* Total stock return — Up/downside to target price + 12-month
forward dividend yield.
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Financial summary

Jun-22A Jun-23F Jun-24F Jun-25F

Revenue (A$m) 1.78 1.29 1.00 1.00
EBITDA Norm (A$m) -5.74  -1471 -17.00 -14.00
Net Profit (A$m) -5.81 -1434 -16.66 -13.09
EPS Norm (A$) -0.009 -0.019 -0.016 -0.010
EPS Growth Norm (%) -38% 106% -17% -35%
P/E Norm (x) NA NA NA NA
DPS (A$) 0.000 0.000 0.000 0.000
Dividend Yield (%) 0% 0% 0% 0%
EV/EBITDA (x) NA NA NA NA

Gearing (Net Debt/EBITDA) 3.35 1.20 272 2.35

Source: Company data, Morgans estimates
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Antisense Therapeutics

A longer step, but a clearer path

= ANP has announced a pivot from a Ph2/3 registrational trial design in EU to a
smaller, more traditional Ph2b structure.

= While the move potentially adds timeline risk, we view the more traditional pathway
will result in a better final regulatory package, while bringing forward efficacy data
on a double-blinded placebo-controlled result which has been its major point of
criticism to date.

= Previous study timelines were clearly at risk, likely due to the capital insufficiency
to run a trial of this size (~$70m all-in). The new design greatly reduces the upfront
component due to a smaller design and pushes the requirement for the larger
open-label extension and associated drug manufacture. Ultimately, investors and
potential partners get most of the answers they’re looking for sooner and cheaper.

= Certainly, there are two sides to this given this may not be what investors had
originally invested for with pros and cons for each. The move makes the story more
of a nearer-term catalyst story, but potentially a longer tail to commercialisation.

= Qur risked target price reduces marginally to A$0.26 (from A$0.27) and we retain
our Speculative Buy recommendation.

FY22 results

= ANP reported its FY22 results showing a net reported loss for the period of A$5.8m
(MorgansF: A$11.1m), with delays to in-clinic progression slower than we had
anticipated (and resulting onset of higher R&D expenses). Makes more sense
given today’s announcement. ANP closed FY22 with A$19.2m in cash and no debt.

Thoughts on pivotal to Ph2b pathway change

= The pivot in trial structure changes the potential timelines. At this stage, we would
have to assume ANP would still require a formal Ph3 although likely a smaller and
more focused single-arm placebo controlled confirmatory study. Upside here if an
accelerated pathway is obtained.

The trial is expected to start late CY22 and appears to be broadly the same design
and protocols outside of reduction in primary dosing regimen (from 12 months to 6
months). Risks to obtaining new approvals we see as low.

Ultimately the new structure extends potential timelines and, if a formal Ph3 is
required, a higher total cost to get to market. However, in this risk-on market with
uncertain macro-environment, we view this pathway as more appealing to a
broader range of investors with a stepped progression of catalysts. We like that it
also brings forward a major catalyst (double-blinded placebo-controlled result)
which has held it back in the past and likely dampened partnering discussions.

= Early days, so clearly more to come on this front, including closing the gap on the
funding shortfall. At this stage, ANP anticipates it is still about $5-8m short to run
this to final readout (~2Q'CY24). Significantly lower than the $14m shortfall to
futility analysis and then a further ~$36m to bring to completion.

Forecast and valuation update

= We have adjusted our model to assume face-value elongation of the timeframes
(including a smaller Ph3 trial + costs) which pushes out our commercialisation
forecasts. This is marginally offset by slightly lower market risk rates applied in our
WACC. Significant upside remains if partnering opportunities present although we
reserve this as upside (pending deal structure of course).

= Our risked valuation moves marginally lower to A$0.26 (from A$0.27).

Investment view

= We see this move as more beneficial to shorter-term investors with more concrete
clinical data to be released over the next 12-24 months. With the more condensed
time to valuable data, we see better short-term opportunities but note the long-term
value is slightly diminished (at this stage) with potentially longer timeframes to
approval and higher all-in costs assuming Ph3 is required.

Price catalysts

= Ph2b commencement (4Q'CY22), finalise recruitment (3Q'CY23), Ph2b topline
readout (1/2Q’'CY24), certainty on funding arrangements (TBA).

Risks

= Prolonged delays in trial recruitment and commencement / Failure of DMD in Ph2b
program / Funding requirements.
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Antisense Therapeutics

Rating SPECULATIVE BUY

Market cap (A$m): 66.88
Shares outstanding (m): 574.0
Free float (%): 100.0

Company description

as at September 7, 2022

Price (A$): 0.10
12-month target price (A$): 0.26
Up/downside to target price (%): 160.0
Dividend yield (%): NA

Antisense Therapeutics Limited, a biopharmaceutical company, engages in the research and development of novel antisense pharmaceuticals in
Australia. Its product pipeline comprises ATL1102, an antisense inhibitor of CD49d that has completed Phase lla for the treatment of multiple
sclerosis, Duchennes Muscular Dystrophy, acromegaly, asthma, and other inflammatory indications. The company’s product pipeline also includes
ATL1103, a second generation antisense drug designed to block growth hormone receptor expression thereby reducing levels of the hormone
insulin-like growth factor-I in the blood, as well as to treat diseases associated with excessive growth hormone action that has completed Phase I

clinical trial.

Market considerations for ATL1102 Major upcoming milestones
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EU MARKET DATA

Population of target market (‘'000s)
Non-ambulant population

Number of Cases Forecast for Year 1 ('000s)
Annual Population Growth

Peak Market Penetration

26.0
50.0%
13.0
0.70%

25.0%

Revenue Per Unit ($US) $ 250,000
Market Ramp Time to Peak Penetration (Yrs) 5
Hold peak 5
Life cycle of drug 20
Royalty Rate 100.0%
Total partnership milestone package 0
WACC 15.0%
Tax rate 30%
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Source: Antisense Therapeutics

ATL1102 mechanism of action

Mechanism of translation inhibition by ASOs

translation initiation factor

T

ASO mRNA

* ASO binds near start codon
* ASO sterically blocks translation initiation machinery or ribosome

Source: CureFFi.org

ATL1102 mechanism of action

Key Drivers

Licencing deal value for late stage assets
Potential for early commercialisation
Key risks:

Timing / execution risks

Trial risks

Alternative therapies

Funding risk

Source: Morgans estimates
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Figure 1: Financial summary

Income statement 2021A  2022A  2023F 2024F  2025F
Milestone payments 0.0 0.0 0.0 0.0 0.0
Royalty 0.0 0.0 0.0 0.0 0.0
R&D rebate 0.6 1.8 1.3 1.0 1.0
Total revenue 0.6 1.8 1.3 1.0 1.0
EBITDA -8.0 5.7 -14.7 -17.0 -14.0
Associate income 0.0 0.0 0.0 0.0 0.0
Depreciation 0.1 0.1 0.0 0.0 0.0
EBITA -8.1 -5.8 -14.7 -17.0 -14.0
Amortisation/impairment 0.0 0.0 0.0 0.0 0.0
EBIT -8.1 -5.8 -14.7 -17.0 -14.0
EBIT(incl associate profit) -8.1 -5.8 -14.7 -17.0 -14.0
Net interest expense/FX 0.0 0.0 0.0 0.4 0.4
Pre-tax profit -8.1 -5.8 -14.3 -16.7 -13.1
Income tax expense 0.0 0.0 0.0 0.0 0.0
After-tax profit -8.1 -5.8 -14.3 -16.7 -13.1
Minority interests 0.0 0.0 0.0 0.0 0.0
NPAT -8.1 -5.8 -14.3 -16.7 -13.1
Significant items 0.0 0.0 0.0 0.0 0.0
NPAT post abnormals -8.1 -5.8 -14.3 -16.7 -13.1
Cash flow statement 2021A  2022A  2023F  2024F  2025F
EBITDA -8.0 -5.7 -14.7 -17.0 -14.0
Other cash items 0.0 0.0 0.0 0.0 0.0
Net interest (pd)/rec 0.0 0.0 0.4 0.4 0.9
Taxes paid 0.0 0.0 0.0 0.0 0.0
Change in working capital 2.1 -2.1 2.8 0.3 -0.3
Cash flow from ops (1) -5.8 -7.8 -11.5 -16.4 -13.4
Capex (2) -0.1 0.0 -0.1 0.0 0.0
Disposals/(acquisitions) 0.0 0.0 0.0 0.0 0.0
Other investing cash flow 0.0 0.0 0.0 0.0 0.0
Cash flow from invest (3) -0.1 0.0 -0.1 0.0 0.0
Incr/(decr) in equity 7.9 22.6 10.0 45.0 0.0
Incr/(decr) in debt 0.0 0.0 0.0 0.0 0.0
Ordinary dividend paid 0.0 0.0 0.0 0.0 0.0
Preferred dividends (4) 0.0 0.0 0.0 0.0 0.0
Other financing cash flow 0.0 0.0 0.0 0.0 0.0
Cash flow from fin (5) 7.9 22.6 10.0 45.0 0.0
Forex and disc ops (6) 0.0 0.0 0.0 0.0 0.0
Inc/(decr) cash (1+3+5+6) 1.9 14.8 -1.6 286  -13.4
Equity FCF (1+2+4) -5.9 -7.8 -11.6 -16.4 -13.4
Balance sheet 2021A  2022A  2023F  2024F  2025F
Cash & deposits 6.0 19.2 17.7 46.3 32.9
Trade debtors 0.6 1.8 0.2 0.2 0.2
Inventory 0.0 0.0 0.0 0.0 0.0
Investments 0.0 0.0 0.0 0.0 0.0
Goodwill 0.0 0.0 0.0 0.0 0.0
Other intangible assets 0.0 0.0 0.0 0.0 0.0
Fixed assets 0.3 0.2 0.3 0.3 0.3
Other assets 0.0 0.0 0.0 0.0 0.0
Total assets 7.0 22.4 19.3 47.9 34.5
Short-term borrowings 0.0 0.0 0.0 0.0 0.0
Trade payables 0.5 0.5 1.8 2.0 1.6
Long-term borrowings 0.0 0.0 0.0 0.0 0.0
Provisions 0.5 0.6 0.6 0.6 0.6
Other liabilities 0.0 0.1 0.1 0.1 0.1
Total liabilities 1.0 1.3 2.5 2.7 2.4
Share capital 77.0 98.1 108.1 153.1 153.1
Other reserves 4.0 3.9 3.9 3.9 3.9
Retained earnings -75.1 -80.9 -95.2 -111.9 -125.0
Other equity 0.0 0.0 0.0 0.0 0.0
Total equity 6.0 21.1 16.8 45.1 32.1
Minority interest 0.0 0.0 0.0 0.0 0.0
Total shareholders' equity 6.0 21.1 16.8 45.1 32.1
Total liabilities & SE 7.0 22.4 19.3 47.9 34.5

Source: Morgans estimates, company data
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Closing price (A$) Price target (A$)
Valuation metrics
Methodology -DCF-PER Comp Target Price  $0.26
DCF valuation inputs
Rf 3.50%
Rm-Rf 7.00%
Beta 1.53
CAPM (Rf+Beta(Rm-Rf) 14.2%
E/EV*Ke+D/EV*Kd(1-t) NPV cash flow (A$m)  326.8
Equity (E/EV) 100.0% Minority interest (A$m) 0.0
Debt (D/EV) 0.0% Net debt (A$m) -6.0
Interest rate 5.00% Investments (A$m) 0.0
Tax rate (t) 30.0% Equity market value (A$m) 332.8
WACC 14.2% Diluted no. of shares (m) 1268.1
DCF valuation  $0.26
Multiples 2021A 2022A  2023F 2024F 2025F
Enterprise value (A$m) 120.8 107.6  109.1 80.5 94.0
EV/Sales (x) n.a. n.a. n.a. n.a. n.a.
EV/EBITDA (x) -15.2 -18.7 -7.4 -4.7 -6.7
EV/EBIT (x) -15.0 -18.4 -7.4 -4.7 -6.7
PE (pre-goodwill) (x) -7.1 -11.5 -5.7 -7.6 9.7
PEG (pre-goodwill) (x) 0.0 0.3 -0.2 0.1 0.6
EV/EBITDA (x) -15.0 -18.4 -7.4 -4.7 -6.7
PE (pre-goodwill) (x) -18.5 -29.9 -14.8 -19.8 -25.2
Per share data 2021A  2022A  2023F 2024F  2025F
No. shares 5740 668.1 818.1 1268.1 1268.1
EPS (cps) -1.4 0.9 -1.8 -1.3 -1.0
EPS (normalised) (c) -1.4 -0.9 -1.8 -1.3 -1.0
Dividend per share (c) 0.0 0.0 0.0 0.0 0.0
Dividend payout ratio (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Growth ratios 2021A 2022A  2023F 2024F 2025F
Sales growth n.a. n.a. n.a. n.a. n.a.
Operating cost growth 37.4% -27.8% 156.0% 15.6% -17.6%
EBITDA growth -36.7%  27.6% -152.3% -15.6% 17.6%
EBITA growth n.a. n.a. n.a. n.a. n.a.
EBIT growth n.a. n.a. n.a. n.a. n.a.
NPAT growth n.a. n.a. n.a. n.a. n.a.
Pre-goodwill NPAT growth n.a. n.a. n.a. n.a. n.a.
Pre-goodwill EPS growth n.a. n.a. n.a. n.a. n.a.
Normalised EPS growth n.a. n.a. n.a. n.a. n.a.
Asset turnover (%) 0.0 0.0 0.0 0.0 0.0
EBITDA margin (%) n.a. n.a. n.a. n.a. n.a.
EBIT margin (%) n.a. n.a. n.a. n.a. n.a.
Net profit margin (%) n.a. n.a. n.a. n.a. n.a.
Return on net assets (%) -135.3 -27.6 -87.6 -37.7 -43.7
Net debt (A$m) -6.0 -19.2 -17.7 -46.3 -32.9
Net debt/equity (%) -101.1 -91.0 -105.1 -102.5 -102.5
Net interest/EBIT cover (x) n.a. n.a. 661.0 44.2 39.7
Internal liquidity 2021A 2022A  2023F 2024F 2025F
Current ratio (x) 5.8 14.8 7.0 17.0 13.7
Receivables turnover (x) 0.0 0.0 0.0 0.0 0.0
Payables turnover (x) 19.8 10.9 12.8 9.1 7.7
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Changes to forecasts

Figure 2: Changes to forecasts

FY22 FY22 FY23 FY23 FY24 FY24

(old) (new) % A (old) (new) % A (old) (new) % A
Revenue 1.4 1.8 27.0% 2.1 1.3 -39.5% 2.0 1.0 -50.0%
EBITDA -11.3 -5.7  49.0% -24.9 -14.7  40.8% -27.0 -17.0 37.0%
NPAT -11.1 -5.8 47.9% -24.5 -14.3 41.5% -26.8 -16.7 37.8%
EPS -1.8 -0.9 47.9% -3.3 -1.9  41.5% -2.6 -1.6  39.3%
DPS 0.0 0.0 n.a. 0.0 0.0 n.a. 0.0 0.0 n.a.

Source: Morgans estimates, company data
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Disclaimer

The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an individual’'s
relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised
representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the
basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act upon this report
consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from
sources which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this
date and are subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not
constitute an offer or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever.

Disclosure of interest

Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that
it may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by
a client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission.

Regulatory disclosures

Analyst owns shares in the following mentioned company(ies): Antisense Therapeutics

Morgans Corporate Limited was Joint Lead Manager to the Placement and Share Purchase Plan of shares in Antisense Therapeutics Limited in October 2021
and received fees in this regard.

Recommendation structure

For a full explanation of the recommendation structure, refer to our website at morgans.com.au/research disclaimer

Research team
For analyst qualifications and experience, refer to our website at morgans.com.au/research-and-markets/our-research-team

Research coverage policy
For an overview on the stock selection process, refer to our website at morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy

Research independence statement
morgans.com.au/Research-Independence-Statement

Stocks under coverage

For a full list of stocks under coverage, refer to our website at morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage
and

morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage

If you no longer wish to receive Morgans publications please contact your local Morgans branch or write to GPO Box 202 Brisbane QLD 4001 and include your
account details.

morgans.com.au

ANP AU | Biotechnology | Australia | September 7, 2022 5


http://www.morgans.com.au/research_disclaimer
http://www.morgans.com.au/research-and-markets/our-research-team
https://www.morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy
https://www.morgans.com.au/Research-Independence-Statement
http://www.morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage
http://www.morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage

