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Market Cap:

£387.2m
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250.6m

Company Profile
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Healthcare

Ticker:

AVCT

Exchange:

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 released its unaudited interim results for the six-month period ended 30
June 2020 on Monday. They detailed a period of significant advancement for the
Group despite the restrictions placed upon it by the ongoing Pandemic. Very much
echoing the view of many investors, the Chairman and CEO both described the
milestones that the Group shortly expects to pass, including clinical validation of
a rapid, saliva-based coronavirus antigen lateral flow test and its regulatory filing
for AVA6000 pro-doxorubicin, the first pre|CISION pro-drug, as being
‘momentous’. Together with multiple other pipeline opportunities, some of which
have also been created using SARS-CoV-2 spike protein binding Affimers, such as
progressing the BAMSTM assay with development partner Adeptrix in order to
support CE marking and the recent detection & alert collaboration covering human
breath and wastewater, the remainder of 2020 and 2021 are likely to a very busy
periods on the news front for Avacta. With access to substantial financial
resources, its Board now sees a runway out to 2023 for all planned developments
while also satisfying any execution/OEM licensing/supply chain risks as it
unlocks the potential of its two innovative therapeutic platforms.

Rapid coronavirus antigen testing opportunity
Source: LSE
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The potentially transformational year ahead for Avacta is likely to see investors
remain focused on the multiple pipeline opportunities created by the Group’s SARSCoV-2 spike protein binding Affimers. In the UK alone, the demand for antigen
testing in the community, for example, could be higher than 100 million tests per
month in the medium-term. There is also likely to be a long-term need for antigen
testing as the disease will remain in some societies for many years along with
higher hospital detection capacity and real-time community alert systems, as
governments around the world attempt to return their populations to some sort of
‘normality’. The potential for significant near-term commercial value creation
from these ground-breaking rapid detection, alert and research products under
collaborative development and for which Avacta’s technologies remain central is
clear. Note, for example, Abbott’s own lateral flow 15-minute COVID-19 antigen test
that received FDA emergency use authorization which is priced at US$5/unit.

Major inflection points drawing ever closer
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, potentially huge opportunities are available right now should the
Group and its collaborators succeed in delivering an approved antigen test and/or
detections products combined with the necessary scale, reliability and ease-of-use
demanded by the global market. Importantly, the recent shift by governments
world-wide to apply frequent testing with sensitivity sufficient to identify the
most infectious people for isolation, such as is offered through the test Abbott
recently launched, has made this technical hurdle much easier to achieve. While,
not surprisingly, investor focus remains on the unsatisfied and very substantial
commercial opportunities arising from the development of diagnostics to help
combat the spread of the Coronavirus Pandemic, this is 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, these are in addition to the significant
value potentially being generated through the Group’s core operations which are

-1-

Marketing Communication
Your Capital is at Risk
1 October 2020
focused on developing diagnostics and novel cancer therapies, both in-house and with partners using its two proprietary
platforms.

A number of potential milestones coming into view
The remainder of this year and 2021 are expected to produce significant news for Avacta and its collaborators as they
announce the approach and passing of significant development milestones.
All potentially price-sensitive events, TPI has detailed anticipated timing for a number of these, as detailed below:

Potential Milestone Announcements from Avacta Group plc in Coming Periods
Q4 2020
•
Rapid COVID-19 antigen test for mass population screening collaboration with Cytiva – Pilot batch devices
from BBI Solutions will be used for clinical validation potentially to be announced in Q4 2020. Designed to
demonstrate production of the antigen test at scale, following which it should become possible to define the expected
timeline for CE marking with a greater degree of timing certainty. Expected to initially be self-certified for
professional use and then for consumer self-testing products, following which plans are in place to transfer this to a
number of manufacturers globally in order to meet the anticipated demand.
•
Regulatory filing for AVA6000 pro-doxorubicin in the UK - It remains the Group’s intention to make its
regulatory filing (‘CTA’) in the UK by the end of 2020. Anticipated first patient dosing in Q1 2020 (although restrictions
imposed due to a second wave of coronavirus cases could delay this) and initial data by mid-2021 which could
possibly also be followed by IND filing with FDA in the same year. AVA6000 addresses the safety issues for this
generic standard of care drug, for which Avacta has estimated US/EU peak sales alone could generate
c.US$1.5bn/year with 5% to 10% royalty plus milestone payments.
•
Adeptrix’s bead-assisted mass spectrometry (‘BAMSTM’) assay platform – Clinical evaluation data of the
BAMSTM assay is key to securing commercial agreements with international mass spectrometer manufacturing
partners. Having accelerated access to source patient samples for initial evaluation using the UK government’s
CONDOR programme, Avacta’s BAMS assay to detect the SARS-CoV-2 virus has now been launched in the form of a
research kit. This is expected to support clinical evaluation in Q4 2020 followed by CE marking for diagnostic use.

2021
•
Affimer® based enzyme linked immunosorbent assays (‘ELISA’) laboratory test for the SARS-CoV-2 spike
protein - Avacta plans to supply the SARS-CoV-2 spike protein ELISA reagent kit directly to researcher and also to
continue active discussions with potential OEM partners and distributors globally in 2021.
•
AffyXell Therapeutics joint venture in South Korea with Daewoong Pharmaceutical Co. Ltd. - Transfer of
Affimer® binders to the targets of interest and demonstration that mesenchymal stem cells (‘MSCs’) can be primed to
make and secrete and that these Affimer® drugs are functional. This is expected to be achieved during the second
half of 2021.
•
Human breath and wastewater real-time detection, alert and monitoring to warn of localised COVID-19
outbreaks – Collaboration with two AIM-quoted companies along with their IT and manufacturing partners in order
to evaluate ability of recently generated Affimer® reagents that bind the SARS-CoV-2 to provide ‘health passes’ to
individuals seeking access to different communities (be their work, entertainment, travel etc. related). The
originators target CE marking their products in 2021 to permit application for community monitoring and consumer
use following clinical validation.
•
Collaboration and option agreement with ADC Therapeutics SA (‘ADC’) - Avacta is in the process of generating
Affimer® binders to targets nominated by ADC and will characterise these before transferring them to ADC
Therapeutics to be developed into drug conjugates for pre-clinical testing during 2021.
•
LG Chem agreement to develop Affimer® therapeutics in several disease areas - Next key milestone for this
programme could be the IND filing by LG Chem for its lead programme targeted by LG for 2021.
•

Core Diagnostic and Therapeutic - Licensing and commercial partnership and/or collaborative developments.
Source: TPI estimates
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Financial Results for half-year ended 30 June 2020
Group revenues for the 6 months ended 30 July 2020 increased to £1.8 million compared to the same period in 2019 (H1 2019:
£1.1 million). Contribution from the Group’s Therapeutics business increased to £0.8 million (H1 2019: £0.2 million) due to the
increase of funded research projects, with a comparative figure for the 17 months to end-December 2019 of £2.52m including
an upfront technology access fee arising from the LG Chem collaboration. The Diagnostic contribution increased to £0.3
million (1H 2019: £0.1 million) due to an increasing number of custom projects. Revenues from Avacta Animal Health, the
allergy and diagnostic testing business, decreased marginally to £0.7 million (1H 2019: £0.8 million).
Avacta reported a total operating loss of £8.1 million (H1 2019: £6.6 million) after accounting for research costs from the
expanding Therapeutics business which are expensed through the income statement and increased to £3.54 million (1H 2019:
£2.18 million), as the Group continued to invest in the Affimer® and pre|CISION therapeutics programmes. Taken together
with increased amortisation of development costs this amounted to £4.2 million (H1 2019: £2.9 million). Benefitting from a
R&D tax credit of £1.1 million (H1 2019: £0.9 million), the Group’s total comprehensive loss for the period amounted to £7.0m
(1H 2019 £5.9 million). Avacta’s basic and diluted loss per ordinary share was 3.74p (1H 2019: 5.12p).
There was a cash outflow from operations of £4.39 million (H1 2019: £5.59 million) and an outflow from investing activities
of £1.02 million on capital expenditure and capitalised development costs (H1 2019: £1.43 million). Cash inflow from financing
activities, being amounts received from the issue of shares and exercise of share options net of lease payments amounted to
£51.09 million (H1 2019: outflow £0.07 million). The Group ended the period with £54.45 million net cash (H1 2019: £5.63
million) following equity fund raises in April 2020 and June 2020. Management has stated that this cash position provides
it with a runway to fund all planned projects along with any costs associated with execution of commercialisation strategies
out to 2023 by which time multiple value-inflection points should have been passed.

Launch of SARS-CoV-2 bead-assisted mass spectrometry (‘BAMS’) assay research test
Avacta yesterday announced that its Affimer®-based BAMS assay has been launched in the form of a BAMSTM research assay
kit by its development partner, Adeptrix, for scientists to use in their research into the Coronavirus. This is significant, in
the respect that this research use assay is the first step in commercialising the powerful Coronavirus research and diagnostic
tool and the clinical evaluation of the assay in the UK to support CE marking for diagnostic use, which remains a high priority
for the Group.
The BAMSTM assay uses Affimer® reagents specific to the SARS-CoV-2 virus to capture the virus spike protein from the
sample for rapid detection by mass spectrometry, using the installed base of these instruments in hospitals. Up to one
thousand samples per day can be analysed by a single technician using BAMSTM, making it an attractive high throughput
technique for COVID-19 diagnosis and research. Work carried out in parallel by Bruker Corporation, a leading mass
spectrometer manufacturer with a significant installed base of instruments in hospitals globally, to assess the performance
of the assay has been published in a detailed application note and represents a further important validation of the Affimer®
platform.
Although Avacta has not disclosed specific commercial details regarding use of its Affimer® reagents by development
partners, it notes that it will receive a royalty on the SARS-CoV-2 BAMS research kit sales. It continues to work actively with
the UK government's CONDOR programme to clinically evaluate the coronavirus BAMS assay in order to obtain regulatory
approval for diagnostic use. Avacta and Adeptrix are also in discussions with mass spectrometer manufacturers with a view
to establishing commercial partnerships to market the research use and diagnostic products.
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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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