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Midatech Pharma plc
Midatech yesterday published a business update which included a number of elements of
positive news. These included:
•
•
•

•
•

An expansion of its Q-Sphera™ collaboration with a global healthcare partner from
one active pharmaceutical ingredient (‘API’) to three;
Formulations have been optimised for the Group’s first two internal Q-Sphera™
products with one already undergoing in vivo studies and the other about to start;
A restructuring of its MTX110 clinical development plan to include a Phase I pilot
study in glioblastoma multiforme (‘GBM’) (a market opportunity Midatech
considers to be 30 to 50 times the size of its existing DIPG study) for no additional
cost, making the programme considerably more attractive to potential partners;
Efficient closure of the Group’s operations in Spain without shortening its cash
runway; and
Working capital into Q4 2021 in the absence of licensing milestones.

Based on the above, Midatech could have six licensing opportunities this year. Five QSphera™ (two internal, three partnered) programmes plus its ongoing clinical development
of MTX110, on which there are continuing, tentative discussions. Although the release was
tempered by the mutual termination, for technical reasons, of a collaboration with Dr
Reddy’s Laboratories (‘Dr Reddy’s’) and final confirmation from the EU that the €2.6m
GlioKIDS grant would not be forthcoming, TPI considers these to be less relevant than
progress reported elsewhere and that the target valuation of 104.2p/share* it awarded to
Midatech in an assessment published on 10 September 2020 has potential to be upgraded.
*Please note that TPI’s valuation is based on financial modelling and there is no guarantee
that such a valuation will ever be realised, therefore please do not base investment
decisions on this valuation alone.

Building value through the Q-Sphera™ platform
Midatech’s Q-Sphera™ platform is a disruptive micro-technology used for sustained release
to prolong and control the application of therapeutics over an extended period of time (from
weeks to months). At their option, the existing collaboration with the unnamed European
affiliate of a global pharmaceutical company has expanded from one to three APIs.
Optimised formulations have also been developed for the two internal pipeline programmes,
MTD211 and MTD219, with the former undergoing and the latter shortly to begin in vivo
studies. As a result, the platform’s R&D pipeline has expanded to a net five active projects,
all of which are presently proceeding to plan. This is a clear demonstration of the platform’s
ability to add value and attract new collaborative opportunities.
The mutual termination of the Group’s collaboration with Dr. Reddy’s was due simply to
specific issues surrounding its target molecule’s inability to bind with certain polymeric
formulations. It had sought to use Q-Sphera™ as a means to accelerate its development
timeline for long acting injectables. Seen as a key revenue driver with opportunity to be
amongst early generic entrants, Dr Reddy’s had originally acquired OctoPlus, the
Netherlands-based injectables major back in February 2013, with similar formulation
ambitions. In the event, however, the planar configuration of its molecule appears to have
limited ability to bind with the plantarum lipoteichoic acid (pLTA) designed to attenuate
pro-inflammatory signalling. With application of Q-Sphera™ seemingly hindered for much
the same reasons, it was mutually decided to abandon the collaboration although,
importantly, with an excellent working relationship between the two companies, future
high-value partnering opportunities with Dr Reddy’s still remain.

MTX110 – Clinical Programme with multiple possibilities.
Encouraging survival data from the Phase I study of MTX110 in DIPG announced on 19
October 2020, combined with a significant increase in budgeted costs by the proposed Phase
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II clinical site at Kinderspital, Zurich, have prompted a re-evaluation of the programme. As a result, an additional pilot Phase I study,
this time for a much larger indication within a defined subset of adult GBM patients, has now been proposed.
Given that survival was not a stated endpoint of the UCSF study detailed on 19 October 2020, and that it was not powered for statistical
significance, no formal conclusions as to the impact of MTX110 on overall survival rates can be drawn at this time, although these data
clearly do warrant moving the therapeutic opportunity to its next stage. DIPG prognosis remains very poor, with the median survival
range being from 8-11 months, with overall survival at 12 months (‘OS12’) of just 35% and OS24 of c.10%. Results from MTX110’s Phase
1 study, however, appeared to be highly encouraging, producing an interim cut-off date (30 September 2020), median overall survival
based on Kaplan Meier analysis of 26.06 months (CI 11.3 – 26.06 months) and OS12 of 71.4% (five of seven patients alive). Three patients
remain alive at this time and continue to be monitored.
In moving the clinical trial programme to the US and employing an alternative convection enhanced delivery (‘CED’) system, the Group
will be able to undertake both a Phase I/II study in DIPG and a pilot Phase I study in a defined subset of adult GBM patients, whose
indication is much larger (30 to 50 times) than for DIPG while also coming with very significant unmet medical need. Importantly,
Midatech considers that that both studies can be completed for less than the cost of the original planned study in Zurich. Both the Phase
I/II study in DIPG and the Phase I pilot study in GBM are expected to begin enrolment later this year with completion expected in 2023
and 2022, respectively. In this respect, the fact that MTX110 has now been deemed ineligible to receive the €2.6m EU GlioKIDs grant is
not considered particularly important, given that Midatech is already engaged in early discussions for potentially larger US codevelopment opportunities.

Ongoing HDACi panobinostat licence dispute with Secura Bio
Further to Midatech’s announcement of 16 June 2020, in which it noted that Secura Bio, Inc. (‘Secura Bio’), the licensor of panobinostat,
the API component of MTX110, had twice declined an invitation to withdraw its purported termination of the license, the Group
presently continues to enjoy freedom to use it for research purposes. The Board goes on to note its belief that although the relevant
Secura Bio patents may marginally delay a potential launch of MTX110 for DIPG, this is not true for the much larger GBM indication.
Given the patent’s remaining life only extends out to 2026, even in a worse case situation it appears unlikely to be able to significantly
hinder prospective commercialisation.

Closure of Bilbao operations completed, all liabilities settled.
As was foreshadowed in the announcement of 31 March 2020, Midatech’s Bilbao facilities were closed in early June 2020 following
successful negotiations with a Worker’s Council. Certain assets, including its gold nanoparticle manufacturing equipment have been
transferred to the Group’s Cardiff laboratories, while others were sold. All liabilities have now been settled other than one small Spanish
Government loan which has been cash collateralised.

Working capital needs covered into at least Q4 2021
Midatech’s Board has confirmed that it continues to expect to have sufficient working capital to fund operations into Q4 2021, assuming
its programmes are progressed as planned and zero licence fee milestone receipts. This, of course, could be significantly lengthened
should any payments be forthcoming.

TPI retains its valuation for Midatech, equivalent to 104.2p/share
TPI presently retains the £65.7m* valuation it awarded to Midatech in analysis published on 10 September 2020. This resulted in a target
price that is presently equivalent to 104.2p/share*. Prudent assessment was weighted heavily toward the Group’s Q-Sphera™ platform
(which at the time had secured two important collaborations with Big Pharma with potentially more in the pipeline), to which MTX110
added just a further £5.2m with nothing at all for the Group’s remaining (but presently suspended) clinical and pre-clinical programmes
(being treated as prospective upside only). TPI now considers this has potential to be upgraded* and will continue to review, particularly
considering potential for additional value creation through Midatech’s other technology platforms, as well as the fact that internal
developments might potentially receive approaches from external parties interested in either partnering or considering outright purchase
of the therapeutic opportunity based on upfront payments, milestones and/or royalties. The still unresolved legal dispute with Secura
Bio with respect to its purported termination of HDACi panobinostat, MTX110’s API licence agreement, complicates the issue somewhat,
although Midatech’s Board remains clear that it does continue to have the right to use the drug for research purposes. Beyond this,
discussions regarding future opportunity to commercialise this MidaSolve-based therapeutic are likely to continue given the molecule is
now relatively near patent expiry, suggesting potential to arrive at an earlier negotiated conclusion.
*Please note that TPI’s valuation is based on financial modelling and there is no guarantee that such a valuation will ever be realised,
therefore please do not base investment decisions on this valuation alone.
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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 Midatech Pharma plc (‘Midatech Pharma’) 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 Midatech Pharma’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 Midatech Pharma.
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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 © 2021 Turner Pope Investments (TPI) Limited, all rights reserved.
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