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Cantargia: Large License Deal
Redeye comments on Cantargia’s license deal with Otsaka Pharmaceutical, which is transformative
for the company since it means both CAN10 (the deal's target) and nadunolimab (the main
candidate) are now funded.

Today, Cantargia announced Otsuka Pharmaceutical’s acquisition of CAN10, an antibody in phase I and almost phase II-ready developed
for inflammatory diseases, particularly the skin disease hidradenitis suppurativa. Cantargia will receive USD33m upfront and milestones
(including commercial ones) of up to USD580m plus tiered double-digit royalties. This is essentially in line with our estimate in Q1
(USD20m upfront, USD680m in milestones and 13% royalty), but the upfront is higher. Otsuka is a reasonably large corporation with more
than 5000 employees that can take CAN10 to the market by itself.

This deal comes at the right moment in time, as Cantargia only had cash until Q4 before raising some money from a loan one month ago
to prolong the runway slightly. With a cash injection of USD33m (almost SEK320m), Cantargia will not have to worry about money for
some time. With the current burn rate of SEK40-SEK45m per quarter, its cash (SEK104m as of Q1) will last more than two years now,
although the burn rate will likely change depending on what trials Cantargia decides to fund in the future. Importantly, Cantargia will
receive future milestone income if CAN10 progresses (which we believe it has a good probability of doing), which can fund Cantargia’s
future operations.

With CAN10 leaving phase I and scheduled to start phase II in Q4, and nadunolimab also needing to undergo a phase IIb/III study in an
oncology indication, the deal means all programmes can be funded in the medium term. Without this deal, the programmes would have
had to be paused. Otsuka takes all costs for CAN10, and the upfront should be enough to develop nadunolimab in an oncology
indication, which could be pancreatic cancer in IL1-RAP high patients selected with an assay now in development.

We have updated our valuation of Cantargia by entering the actual deal conditions for CAN10 and raising the likelihood of approval to 19%
(18%). With nadunolimab now funded for further development, we have also increased the likelihood of approval slightly across all
indications. This results in a new base case of SEK9 (previously SEK6). We expect a readout from the phase IIb study TRIFOUR in triple-
negative breast cancer at any time now. This is another major trigger. The share had a very positive reaction this morning, increasing over
150% and has passed SEK3 as of this writing. However, it was trading at a record low-level when the deal was announced and still only
has caught up to the levels it traded at around a year ago, so we see potential for further increase.
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Disclaimer

Important information Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies
in the Nordic region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate
Finance, equity research and investor relations. Our strengths are our award-winning research department, experienced advisers, a
unique investor network, and the powerful distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject
to the supervision of the Swedish Financial Supervisory Authority.
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial
instruments, prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial
instruments on behalf of clients, place financial instruments without position taking, provide corporate advice and services within mergers
and acquisition, provide services in conjunction with the provision of guarantees regarding financial instruments and to operate as a
Certified Advisory business (ancillary authorization).

Limitation of liability This document was prepared for information purposes for general distribution and is not intended to be advisory. The information
contained in this analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the
information. The forward-looking information in the analysis is based on subjective assessments about the future, which constitutes a
factor of uncertainty. Redeye cannot guarantee that forecasts and forward-looking statements will materialize. Investors shall conduct all
investment decisions independently. This analysis is intended to be one of a number of tools that can be used in making an investment
decision. All investors are therefore encouraged to supplement this information with additional relevant data and to consult a financial
advisor prior to an investment decision. Accordingly, Redeye accepts no liability for any loss or damage resulting from the use of this
analysis.

Potential conflict of
interest

Redeye's research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure
the independence of its analysts. The following applies:

• For companies that are the subject of Redeye's research analysis, the applicable rules include those established by the Swedish
Financial Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore,
Redeye employees are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its
analysis plus one trading day after this date.

• An analyst may not engage in corporate finance transactions without the explicit approval of management and may not receive a
remuneration directly linked to such transactions.

• Readers of these reports should assume that Redeye may have received or will receive remuneration from the company/companies
cited in the report for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not
dependent on the content of the research.

Redeye's research
coverage

Redeye's research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time.
Unless otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for
example in the event of significant changes in market conditions or events related to the issuer/the financial instrument.

Recommendation
structure

Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary
analysis and rating model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an
independent assessment of the company in question, its opportunities, risks, etc. The purpose is to provide an objective and professional
set of data for owners and investors to use in their decision-making.

Duplication and
distribution

This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed
to physical or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable
laws or other regulations.
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