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Activities
Midatech Pharma plc (‘Midatech’, ‘MTPH’, ‘the
Group’) is a developer of therapeutic platform
technologies and also focuses on the Research
and Development (‘R&D’) of medicines for the
treatment of rare cancers and other lethal
diseases through in-house as well as partnered
programmes while seeking to license its
technologies.
www.midatechpharma.com/
5-year share price performance chart

Midatech Pharma plc
Midatech has announced an extension of the Q-Sphera R&D Collaboration (‘the
Collaboration’) that was originally detailed on 21 July 2020, while also disclosing that
the previously unnamed party is, in fact, Janssen Pharmaceutica NV (‘Janssen’), the
Belgium-based pharmaceutical arm of the world’s largest and most broadly-based
healthcare company, Johnson & Johnson (NYSE: JNJ).
Today’s news follows Midatech’s 17 June 2021 announcement that it had successfully
encapsulated a proprietary Janssen experimental large molecule medicine while
preserving its functional integrity. Considering no other commercial or academic
organisation has been able to deliver any such experimental medicine over extended
periods using methods capable of commercial scaling, Janssen’s decision to extend the
Collaboration clearly reflects very positively on the potential of Q-Sphera’s technology
in the delivery of active pharmaceutical ingredients (‘API’) via long acting injectables.
Midatech will now focus on maximising drug loading and optimising in vitro duration
of release while utilising the technology. While this is the next of what is likely to
become many more development steps requiring successful completion before a
commercial opportunity presents itself, it is worth reflecting on the fact that the global
monoclonal antibody (‘mAb’) market was valued at a giant US$154bn in 2020.
Recognising that beyond Janssen there are large number of candidates, both on market
and under development, that could benefit from this advance in technology, satisfying
not only the need for sustained release but also local/targeted delivery, translation of
biologics as long-acting formulations offers potential for blockbuster opportunities.
From these, Midatech could generate not only substantial fees/extended royalties, but
also build significantly on its the reputation for innovation.

Modified release mAb programme – Q-Sphera long-acting depot injection

Source: LSE
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One of the focuses of Midatech’s March 2020 strategic review, was to expand the
commercial/partnering opportunities presented by its three proprietary technologies,
each of which is capable of optimising therapeutic opportunity. In particular it
recognised that Q-Sphera might offer a global industry beset by ageing drug portfolios,
the opportunity to extend the life time of their products. The technology’s proprietary
3-D printing techniques encapsulate drugs in polymer-based bioresorbable
microspheres, which may be injected to form depots in the body and release it in
measured doses over predictable, sustained periods from one week to several months.
Given its ambition to fully exploit the capabilities and unique nature of the Q-Sphera
Platform, management chose to target its technology at new and innovative
applications. One such application included the encapsulation of biologics, in particular
mAbs, for controlled release. Large molecules present a significant challenge in terms
of formulation into long-acting injectables, as their complex tertiary structures are
delicate with great sensitivity to the environment and the stresses under which they
are manufactured. Traditional process such as, for example, double emulsion, which
requires the drug to be dissolved in aqueous solution, has been seen to be unsuitable
and results in denaturing of the molecule. Consequently, there are presently no
commercially approved long-acting formulations available.
Q-Sphera differentiates itself through a manufacturing process that is known to be
relatively benign, avoiding exposure to potentially hostile conditions (heat, pressure
etc.). The ‘open honeycomb’ structure that is its signature creates microspheres
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without inaccessible points that could result in pockets of protein degradation. Having successfully formulated short-chain
peptides in the past, this provides confidence that the technology is fundamentally compatible with such an opportunity. The
continuing challenge, however, remains that of achieving ever greater molecular scale, needing to be several-times larger than
that already demonstrated while also supporting significantly greater inherent complexity. Should this be reliably achieved,
however, it could result in what might be described as a ‘game changing’ outcome for the life sciences industry in general and
Midatech in particular.
With many therapeutic proteins, the aim is to bind with a specific target to demonstrate that the antigen can be correctly folded
and retain its functionality. Midatech accordingly used its expertise in analytical methods to develop an in vitro activity assay that
measures the ability of an exemplar therapeutic monoclonal antibody (MTD220) to specifically combine with a carbonate antigen
in order to demonstrate it is correctly folded and remains functional (i.e., not denatured). Data in the left-hand chart (below) from
a Midatech presentation of June 2021, indicates that the assay is sensitive to increasing concentrations of the exemplar mAb as the
luminescence signal decreases. The central bar chart shows that mAb encapsulated and released from Q-Sphera in an in vitro
dissolution model is representative of how microspheres release drug in the body, demonstrating full activity is retained in the
same way as the positive control (i.e., exemplar mAb not encapsulated in Q-Sphera). The chart to the right also indicates the
linear relationship between protein concentration and assay inhibition. Follow-on development steps include further optimisation
of drug loading and dissolution profile, before establishing potential application across multiple high-value mAb therapeutics that
might be translated to scalable and commercially viable products.

Analytical Methods Demonstrate mAb Assays Preserving their Functionality

Source: Midatech, Investor Presentation of 17 June 2021

Potential ‘Game Changer’
As noted, success in translating biologics as long-acting formulations is considered a potential ‘game changer’ for the life sciences
sector. For Midatech, it is clear that there are a large number of candidates both on market and under development that could
benefit from application of such an advance in technology, opening up opportunity not only for sustained release but also local
and targeted delivery.
To put this into context of potential scale, Midatech constructed a table detailing the top-10 mAbs by global sales in 2020 which
totalled US$75 billion, or almost half of the total global market which has been valued at c.US$154 billion. Opportunities include
improved protein stability, reduced elimination and longer durations between doses, leading to greater compliance and better
performance for patients, as well as reduced healthcare costs for the payer. Options for local delivery of high concentrations
provide potential for reduced toxicities and side effects that are common with systemic delivery of mAbs, as well as reducing the
total volume of costly drug required (resulting in a significant reduction in cost of goods) as well as potentially extending the life
time of drugs that otherwise might be set to fall off-patent.
Midatech of course is not alone in seeking to extend the half-life of mAbs and has identified other players with similar objectives.
Significantly, however, the bio-delivery and biodistribution of medicines using Q-Sphera offers a number of additional attributes,
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not just in increasing stability, but also ensuring it can be effected in a commercially viable way in that it is both robust and
repeatable on acceptable scale. There are other technologies being developed across a biotech industry that targets increased
stability of proteins by, amongst other things, seeking to apply AI/machine learning as well as changes to formulation. Mostly,
however, these have very lengthy development routes, compared with Q-Sphera whose concept has become well understood.
Midatech has also completed extensive diligence with a wide sweep of academic papers, etc. to establish that no other party has
been able to undertake such a process on a commercial scale without excessive wastage that makes it wholly uneconomic.

Global mAbs Market – Top Ten by Revenue in 2020

Source: Midatech, Investor Presentation of 17 June 2021

Following this success and recognition of the potential scale of the opportunity it is now presented with, Midatech’s Board allocated
part of the £10m (gross) new funds raised in the equity placing of 29 June 2021 to, amongst other things, develop additional mAb
formulations to proof-of-concept (‘PoC’) stage using its Q-Sphera technology. That said, being taken only to PoC is a relatively
economic process to undertake, even if buying the API itself is more expensive than for small molecules. Notwithstanding this,
costings are expected to amount only to consumables (and allocated laboratory time) before seeking partners to fund development
through the clinical process. Investors anticipate further updates on both this and progress with the Collaboration during 2022.

Proprietary technologies capable of optimising therapeutic opportunity
Midatech’s three proprietary technology platforms (Q-Sphera™, MidaSolve™ and MidaCore™) are protected through 36 patent
families including 120 granted patents and an additional 70 applications). They offer a rapid development facility capable of
optimising therapeutic opportunity through a number of different routes. Each has its own unique mechanism and, having been
validated through human use in the clinic, provides additional capability and insight that adds to and complements the
collaborator’s existing research facilities.
With multi-billion-dollar market caps, tens of thousands of employees and giant R&D budgets, Big Pharma has huge resources at
its disposal. Their businesses might stretch across proprietary products, pharmaceutical services and active ingredients to global
generics. Operating in a highly competitive environment, however, the problem they each recognise, is that ageing therapeutic
portfolios require improved formulation in order to extend existing patent protection, improve patient outcome and/or to
differentiate their offer within a crowded marketplace. They therefore seek innovative technologies, such as those developed by
Midatech, that permit creation of new combinations as well as exploring new delivery mechanisms to improve patient comfort,
convenience and efficacy.
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TPI retains its valuation for Midatech, targeting a share price of 99p/share
Today’s news reminds investors of the potential that Midatech’s unique technologies offer. Janssen’s extension of its Q-Sphera
technology R&D Collaboration presents an important medium-term opportunity for the Group to collect both milestone payments
and a long-term stream of royalties; it also builds on the Group’s reputation for successful innovation. TPI last updated its valuation
for Midatech following the two significant news announcements released in June 2021, while also factoring in continuing progress
across its development pipeline. Not surprisingly, an exceptional level of international interest was expressed in the Group’s
release of 17 June 2021, which detailed breakthrough data indicating protein loading up to 15% w/w while retaining functional
integrity throughout encapsulation and release, as demonstrated in an in vitro antigen binding assay. Given that the industry
eagerly seeks long-acting formulations for monoclonal antibodies in a market which the top 10 drugs account for c.US$75 billion
in annual sales, TPI apportioned a prudent value to this early-stage discovery, albeit recognising that this might be expected to
multiply as soon as a senior development partner has been formally identified. Later that same month, Midatech raised £10m new
equity funding, which the Board considers now provides it with a runway out to Q1 2023. The result was for TPI to increase its
sum-of-parts valuation across the Group’s different internal and external programmes to £97.5 million (compared to £65.7m
previously in analysis published on 10 September 2020), although factoring in the increased number of shares in issue reduced
TPI’s target price to 99p/share (compared to 104.2p previously). This valuation remains in place following today’s news.
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.

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.

4

Marketing Communication
Your Capital is at Risk
17 January 2022
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.

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 © 2022 Turner Pope Investments (TPI) Limited, all rights reserved.
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