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Healthcare
AVCT
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AIM

Activities
Avacta Group plc (‘Avacta’, ‘the Group’) is a
biotechnology company which has developed
the proprietary Affimer® technology platform,
a unique engineered alterative to antibodies.
Affimer® proteins can be developed quickly for
drug development and a wide range of life
sciences applications in the diagnostics and
research sectors.

1-year Share price performance

Avacta Group plc

Avacta has announced the expansion of its existing multi-target collaboration and
development agreement with LG Chem Life Sciences (‘LG Chem’), the life sciences
division of the South Korean LG Group, to include new programmes incorporating
Affimer XTTM serum half-life extension system. In a clear reflection of the value
Big Pharma places on the Group’s proprietary technology, this new arrangement
lifts the potential total value of upfront and near-term development milestones
plus option fees due to Avacta from US$310m to as much as US$408.5m, on top of
a further undisclosed upfront payment plus additional royalties on all future
Affimer XTTM product sales by LG Chem. Similar non-exclusive partnerships
already in place with ADC Therapeutics , Daewoong and Moderna now push this
pre-royalty figure to c.US$600m, although the exceptional level of interest in this
novel class of biotherapeutics suggests continuing opportunity for growth both
through yet further expansion of existing arrangements and/or the signing of new
collaborations with other sector majors. While near-term sentiment clearly rests
on the Group’s coronavirus-related developments, today’s announcement
highlights the long-term value contained in its therapeutic and diagnostic
platforms along with its advancing pipeline of in-house drug candidates.

Expanding the Partnership with LG Chem
Source: LSE
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Representing a further strong validation for the Affimer® platform, the existing drug
development partnership with LG Chem has been expanded to include Avacta’s
Affimer XTTM technology, which can be used to control the time a drug spends in
circulation. Highlighting its potential as a therapeutic platform to deliver a pipeline
of new drugs, this arrangement results in an undisclosed additional upfront
payment, plus near-term pre-clinical milestones and longer-term clinical
development milestones totalling US$98.5m for two therapeutics to be developed.
Under the terms of the extended agreement, LG Chem now also has the exclusive
rights to develop and commercialise, on a world-wide basis, Avacta's Affimer PDL1 inhibitor with Affimer XTTM serum half-life extension. It also provides LG Chem
with rights to develop and commercialise other Affimer and non-Affimer
biotherapeutics combined with Affimer XTTM half-life extension for a range of
indications from which Avacta could earn up to US$55m in milestone payments
for each of these new products.

Closing in on a major inflection point?
Having recently put the necessary financial resources in place, Avacta now
appears to be rapidly closing-in on a number of major inflection points, while in
tandem it secures longer-term value by partnering its proprietary technologies.
Although timing clearly remains of the essence for the Group’s COVID-19 test
developments, billion-dollar markets are available to it right now should it
succeed in becoming a first mover capable of delivering an approved antigen
testing product combined with the necessary scale, reliability and ease of use
demanded by the global market.. While highlighting the development potential
offered through Affimer molecules, today’s news covers just one of a number of
ambitious and rapidly developing projects Avacta presently has underway, and
all of which address areas of major growth potential. In this respect, it is important
to note that while Avacta’s COVID-related developments are likely to continue to
drive near-term share price sentiment, they are are in addition to the significant
value potentially being generated through the Group’s core operations which are
focused on developing diagnostics and novel cancer therapies, both in-house and
with partners using the Group’s two proprietary drug development platforms.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF
AMERICA, JAPAN, CANADA OR AUSTRALIA.

Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”).
The analyst who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a
relationship with the company covered in this report. Accordingly, the report has not been prepared in accordance
with legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing by TPI or its clients ahead of the dissemination of investment research.
TPI manages its conflicts in accordance with its conflict management policy. For example, TPI may provide
services (including corporate finance advice) where the flow of information is restricted by a Chinese wall.
Accordingly, information may be available to TPI that is not reflected in this document. TPI may have acted upon
or used research recommendations before they have been published.

Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document.
Any opinions expressed in this document are those of TPI’s research analyst. Any forecast or valuation given in
this document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely
outcome or share price.
The value of securities, particularly those of smaller companies, can fall as well as rise and may be subject to large
and sudden swings. In addition, the level of marketability of smaller company securities may result in significant
trading spreads and sometimes may lead to difficulties in opening and/or closing positions. Past performance is
not necessarily a guide to future performance and forecasts are not a reliable indicator of future results.
AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less
demanding than those of the Official List of the UK Listing Authority; consequently, AIM investments may not be
suitable for some investors. Liquidity may be lower and hence some investments may be harder to realise.

Specific disclaimers
TPI acts as joint broker to Avacta Group plc (‘Avacta’) which is listed on the AIM Market of the London Stock
Exchange (‘AIM’). TPI’s private and institutional clients may hold, subscribe for or buy or sell Avacta’s securities.
Opinions and estimates in this document are entirely those of TPI as part of its internal research activity. TPI has
no authority whatsoever to make any representation or warranty on behalf of Avacta.
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General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research”
in accordance with the FCA definition. The contents are based upon sources of information believed to be reliable
but no warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion
reflects TPI’s judgement at the date of publication and neither TPI nor any of its directors or employees accepts any
responsibility in respect of the information or recommendations contained herein which, moreover, are subject to
change without notice. Any forecast or valuation given in this document is the theoretical result of a study of a
range of possible outcomes and is not a forecast of a likely outcome or share price. TPI does not undertake to provide
updates to any opinions or views expressed in this document. TPI accepts no liability whatsoever (in negligence or
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in
connection with this document (except in respect of wilful default and to the extent that any such liability cannot
be excluded by applicable law).
The information in this document is published solely for information purposes and is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial instruments. The material contained in the
document is general information intended for recipients who understand the risks associated with equity
investment in smaller companies. It does not constitute a personal recommendation as defined by the FCA or take
into account the particular investment objectives, financial situation or needs of individual investors nor provide
any indication as to whether an investment, a course of action or the associated risks are suitable for the recipient.
This document is approved and issued by TPI for publication only to UK persons who are authorised persons under
the Financial Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set
out in the rules of the Financial Conduct Authority. This document may not be published, distributed or transmitted
to persons in the United States of America, Japan, Canada or Australia. This document may not be copied or
reproduced or re-distributed to any other person or organisation, in whole or in part, without TPI’s prior written
consent.
Copyright © 2020 Turner Pope Investments (TPI) Limited, all rights reserved.
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