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Immutep (IMM)

BMS/Dragonfly deal drives valuation upgrade

There were no surprises in Immutep’s FY20 results out overnight. Its LAG-3
drugs out-licenced to Novartis and GSK continue to progress in Phase Il studies,
but it is the in-house program of its antigen presenting cell activator eftilagimod
alpha (efti) in combination with immune checkpoint inhibitor (ICI) therapies that
has the greatest potential to drive near-term value in our view. The recent
BMS/Dragonfly licence deal, which included US$475m in upfront and near-term
payments, highlights the potential value of drugs that aim to improve response
rates to ICI therapies. IMM will present updated efficacy data from efti/ICI combo
studies at ESMO in mid-September. We increase our valuation to $414m (from
$327m), $0.62/sh fully diluted (was $0.53/sh) or $0.85/sh undiluted.

US$475m BMS/Dragonfly deal highlights potential value of efti. Last week
BMS announced a licence deal with Dragonfly Therapeutics for the global rights
to its DF6002 IL-12 fusion protein immuno-oncology (I0) drug. The deal included
US$475m in upfront and near-term payments, plus unspecified development,
regulatory and commercial milestones, and a royalty of up to 24%. We see a
positive readthrough for the value of IMM’s efti, as both DF6002 and efti aim to
stimulate an inflammatory tumour microenvironment, ie “turn cold tumours hot”.

Data update expected at ESMO - we expect updated efficacy data from IMM’s
ongoing studies of efti in combination with the ICI drugs Keytruda and Bavencio
at the (virtual) ESMO conference on 18-22 September. IMM has previously
reported response rates in the initial cohorts of lung and head and neck cancer
patients undergoing efti/Keytruda combo therapy in TACTI-002 that were more
than twice as high as the rates reported from historical studies of Keytruda alone
(response rates of 53% vs ~25% for first line lung cancer and 39% vs ~17% for
second line head and neck cancer). IMM recent completed recruitment in the
first cohort of PD1/L1 refractory non-small cell lung cancer patients in TACTI-
002 part B; initial data from this cohort expected later in the year.

Preparing for a randomised Phase Il study of efti would maximise value, in
our view. We estimate that by Q420/Q121 IMM should have efficacy data on efti
plus Keytruda in 110-130 patients with melanoma, lung and head and neck
cancer. If the efti/Keytruda combo continues to generate high tumour response
rates, by that stage the data set for efti would be similar to that for Viralytics’
Cavatak 10 therapy at the time it was acquired by Merck for ~$500m in early
2018. Viralytics raised $30m to fund a pivotal study of Cavatak shortly before its
acquisition by Merck. We believe that preparing to conduct a randomised Phase
IIb study of efti/Keytruda combo therapy (potentially in second line head and
neck cancer) would be the best way to maximise the value of efti; such a study
would provide definitive evidence of the efficacy of efti in improving response
rates to ICI therapy. Depending on discussions with potential partners, this might
require additional funds in the order of $30m.

Dragonfly deal prompts valuation upgrade — The BMS/Dragonfly deal has
prompted us to upgrade the terms for a potential out-licence deal for in our
valuation model. We have increased the assumed royalty rate from 15% to 20%
and have increased the upfront payment from US$85m to US$150m, taking total
upfronts and developmental and regulatory milestones for efti to US$420m, still
significantly below the Dragonfly near term payments. These changes, plus
adjusting our long-term exchange rate to US$0.70 per A$ (vs 0.65) have
increased our valuation to A$414m (from A$327m), $0.62/sh fully diluted, or
$0.85/sh (undiluted). IMM had $26.3m cash at 30 June and is fully funded
beyond the completion of the TACT-002 trial.
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Recommendation: Outperform

Summary (AUD

Market Capitalisation $93M
Share price $0.19
52 week low $0.10
52 week high $0.49
Cash as at 30 June 2020 $26.3m

Share price graph (AUD)
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Key Financials (AUD

FY20A FY21E FY22E

Revenue 16.0 8.5 17.4
R&D (20.4)  (14.0)  (18.0)
SG&A (7.5) (7.3) (7.5)
EBITDA (11.9)  (12.8) (8.1)
Eg%_"ed (135)  (14.4) ©.7)
NPAT Adi. (135)  (14.4) 9.7)
EPS Adj. (c) (3.9 (2.6) 1.5)
PE ratio (x) n/a n/a n/a
DPS (c) 0.0 0.0 0.0
EV/Sales n/a n/a n/a
EV/EBITDA n/a nia n/a
x)

ROE n/a n/a n/a
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Immutep - Summary of Forecasts IMM $ 0.19
Yearend June FY20A FY21E FY22E FY23E YearendJune FY20A FY21E FY22E FY23E
Sales, royalties, milestones 7.5 0.0 8.8 0.0 Cash 26.3 43.0 36.3 26.5
Other (includes R&D tax rebate 8.5 8.5 8.6 8.7 Receivables 3.3 3.3 3.3 3.3
Total Revenue 16.0 8.5 17.4 8.7 Inventories 0.0 0.0 0.0 0.0
Growth (pcp) 1418% -46.5% 103.7% -50.0% Other 15 15 15 15
R&D Expenses (20.4) (14.0) (18.0) (14.0) Total Current Assets 312 47.8 411 314
SG&A expenses (7.5) (7.3) (7.5) (5.8) Inventories 0.0 0.0 0.0 0.0
EBITDA (11.9) (12.8) (8.1) (11.1)  Property Plant & Equip 0.0 0.1 0.2 0.3
Dep'n/Other Amort'n 2.9 19) (2.0) (2.0) Intangibles 5.4 5.4 15.4 5.4
EBIT (14.0) 14.7) (10.9) (13.1)  Other 0.0 0.0 0.0 0.0
Net Interest 0.2 0.3 0.4 0.4  Total Current Assets 5.4 5.5 15.6 15.7
Pre- Tax Profit (13.5) (14.4) 9.7) (12.7) TOTAL ASSETS 46.6 63.3 56.7 47.0
Tax Expense (0.0) 0.0 0.0 0.0 Accounts Payable 2.9 2.9 2.9 2.9
Minorities 0.0 0.0 0.0 0.0 Borrowings 0.1 0.0 0.0 0.0
NPAT Adj. (13.5) (14.4) 9.7) (12.7) Provisions 0.3 0.3 0.3 0.3
Growth (pcp) n/a n/a n/a n/a Other 0.0 0.0 0.0 0.0
Adjustments 0.0 0.0 0.0 0.0 Total Current Liab 3.4 3.2 3.2 3.2
NPAT Reported (13.5) (14.4) 9.7) (12.7) Borrowings 0.1 0.1 0.1 0.1
Provisions 0.1 0.1 0.1 0.1
Other 01 01 101 11
Year end June FY20A FY21E FY22E FY23E  TotalNon-CurrentLiab 9.9 9.9 9.9 9.9
EPS (c) - Reported (3.4) (2.6) (1.5) (2.0) TOTAL LIABILITIES 13.3 13.2 13.2 13.2
Growth (pcp) n/a n/a n/a n/a TOTAL EQUITY 33.3 50.2 43.5 33.9
EPS (c)- Adjusted B4 @6 @’ @o
Growth (pcp) na  nla  na na
Dividend (c) 0.0 0.0 0.0 0.0 Yearend June FY20A FY21E FY22E FY23E
Franking 0.0 0.0 0.0 0.0 EBIT (excl Abs/Extr) (14.0) (14.7) (10.1) (13.1)
Gross CF pershare (c) 2.7) (2.0) (10) (15) Add: Dep'n & Amort'n 2.1 19 2.0 2.0
NTA pershare (c) 3.7 5.1 3.8 2.0 Othernon-cash items (7.4) (5.5) (5.9) (5.8)
Less: Tax paid 0.0 0.0 0.0 0.0
NetInterest 02 03 04 04
Year end June FY20A FY21E FY22E FY23E Change in Rec. 19 0.0 0.0 0.0
Net Debt : Equity (%) -78.3% -89.0% -914% -94.5% Change in Inv. 0.0 0.0 0.0 0.0
Net Debt: EBITDA (x) 2.2 3.4 4.4 2.4  Gross Cashflows (10.8) (114) (6.6) (9.6)
Current ratio (x) 9.3 14.8 2.7 9.7 Capex (0.0) 0.1 0.9 0.1
ROE (%) -46.7% -35.5% -22.0% -37.7% Free Cashflows (10.9) (1L5) 6.7) 9.7)
ROIC (%) n/a n/a n/a n/a Share Issue Proceeds 20.6 28.2 0.0 0.0
Dividend Payout Ratio (%) n/a n/a n/a n/a Other 0.1 0.0 0.0 0.0
Dividends Paid 0.0 0.0 0.0 0.0
Net Cashflows 9.8 167  (6.7)  (9.7)
Year end June FY20A FY21E FY22E FY23E FX Effecton Cash 0.1 0.0 0.0 0.0
PE Ratio (x) n/a n/a n/a n/a
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0%
EV/Sales (x) n/a n/a n/a n/a Probabilitvaluation Value
EV/EBITDA () n/a n/a n/a n/a (%) (A$m) As$/share’
EV/EBIT (x) n/a n/a n/a n/a efti/ICINSC lung cancer 15% 124.3 0.25
efti/IClhead & neck cancer 15% 59.8 0.12
eftiICl melanoma 5% 146 003
Year end June FY20A FY21E FY22E FY23E eftichemo breast cancer 2% 6.5 0.01
Shares Issued (m) 143.8 150.0 0.0 0.0 eftimilestones - partner post TACTI-002 15-50% 113.1 0.23
Issue Price (A$) 0.15 0.20 0.0 0.0 LAG525 solid tumours (lung cancer) 20% 52.9 0.11
Gross Cash Raised (A$m) 22.0 30.0 0.0 0.0 GSK’781- ulcerative colitis 20% 53.1 0.1
SG&A - (22.8) (0.05)
Portfolio total - 4016 0.82
Net cash end FY20 (incl conv note face valt - 12.6 0.03
Total Valuation - 414.2 0.85
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Disclaimer

The following Warning, Disclaimer and Disclosure relate to all material presented in
this document and should be read before making any investment decision. This
publication has been prepared by Taylor Collison for distribution to clients of Taylor
Collison on the basis that no part of it will be reproduced, altered in any way,
transmitted to, copied to or distributed to any other person without the prior express
permission of Taylor Collison.

Warning (General Advice Only): Past performance is not a reliable indicator of future
performance. This report is a private communication to clients and intending clients
and is not intended for public circulation or publication or for the use of any third party,
without the approval of Taylor Collison Limited ABN 53 008 172 450 (“Taylor
Collison”), an Australian Financial Services Licensee and Participant of the ASX
Group. TC Corporate Pty Ltd ABN 31 075 963 352 (“TC Corporate”) is a wholly
owned subsidiary of Taylor Collison Limited. While the report is based on information
from sources that Taylor Collison considers reliable, its accuracy and completeness
cannot be guaranteed. This report does not take into account specific investment
needs or other considerations, which may be pertinent to individual investors, and for
this reason clients should contact Taylor Collison to discuss their individual needs
before acting on this report. Those acting upon such information and
recommendations without contacting one of our advisors do so entirely at their own
risk.

This report may contain “forward-looking statements”. The words “expect”, “should”,
“could”, “may”, “predict’, “plan” and other similar expressions are intended to identify
forward-looking statements. Indications of and guidance on, future earnings and
financial position and performance are also forward-looking statements. Forward-
looking statements, opinions and estimates provided in this report are based on
assumptions and contingencies which are subject to change without notice, as are
statements about market and industry trends, which are based on interpretations of
current market conditions.

Any opinions, conclusions, forecasts or recommendations are reasonably held at the
time of compilation but are subject to change without notice and Taylor Collison
assumes no obligation to update this document after it has been issued. Except for
any liability which by law cannot be excluded, Taylor Collison, its directors, employees
and agents disclaim all liability (whether in negligence or otherwise) for any error,
inaccuracy in, or omission from the information contained in this document or any loss
or damage suffered by the recipient or any other person directly or indirectly through
relying upon the information.

Disclosure: Analyst remuneration is not linked to the rating outcome. Taylor Collison
may solicit business from any company mentioned in this report. For the securities
discussed in this report, Taylor Collison may make a market and may sell or buy on a
principal basis. Taylor Collison, or any individuals preparing this report, may at any
time have a position in any securities or options of any of the issuers in this report and
holdings may change during the life of this document.

Corporate Actions and Fees: Taylor Collison was Co-Manager for a placement that
raised A$12.0m in April 2020.

ASX Equity Research Scheme: This report was prepared solely by Taylor Collison
Limited. ASX did not prepare any part of the report and has not contributed in any
way to its content. The role of ASX in relation to the preparation of the research
reports is limited to funding their preparation, by Taylor Collison Limited, in
accordance with the ASX Equity Research Scheme. ASX does not provide financial
product advice. The views expressed in this research report may not necessarily
reflect the views of ASX. To the maximum extent permitted by law, no representation,
warranty or undertaking, express or implied, is made and no responsibility or liability
is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness
of the research reports.

Analyst Interests: The Analyst holds 123,500 shares in IMM:ASX, but this may
change during the life of this document.

Other Staff (including Principal accounts) hold shares in IMM:ASX, in personal and
family related accounts; Staff and Principal account hold 2.6m shares in IMM. These
holdings may change during the life of this document.
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Taylor Collison, its officers and
employees may have conflicting roles
in the financial products referred to in
this research and, as such, may affect
transactions which are not consistent
with the recommendations (if any) in
this research. Taylor Collison may
receive fees, brokerage or
commissions for acting in those
capacities and the reader should
assume that this is the case.
Accordingly, Taylor Collison
employees or officers may provide
oral or written opinions to its clients
which are contrary to the opinions
expressed in this research.

Analyst Certification: The Analyst
certifies that the views expressed in
this document accurately reflect their
personal, professional opinion about
the financial product(s) to which this
document refers.
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