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Equity Research | SIMRIS ALG: Targeting
biopharma to exploit highest value verticals in
the microalgae and cyanobacteria space

With the new CEO in place, Simris has now set course to pursue the most high value
application area for microalgae, the biopharma sector in general and the novel Antibody Drug
Conjugate (ADC) market for cancer treatment in particular. With revenue opportunities in the
form of collaborations with pharma companies, alongside of the algae biomass and food
supplement businesses already in scale-up phase, the venture into biopharma has potential to
dominate the business in the long-term, adding to the potential triggers to unlock a
revaluation of the share.

Focus to migrate to most high value application area

In the new CEO's first official communication with shareholders, Julian Read puts emphasis on the
ballooning opportunities for microalgae in the biopharma space. Focusing on Antibody Drug
Conjugates (ADC), that has risen to rival CAR T as the potential magic bullet in oncology, where 12
ADC drugs have been approved by the FDA so far, we note that several of these approved drugs
are based on cyanobacterial toxins, the very potent and close cousin to microalgae.

While pure biopharma license production and a GMP production facility are still some years away,
the company now sets out to create revenues from collaborations with pharma companies. This is
a first step to expand activities beyond biomass and Omega-3 that are already in scale-up phase.
In the long-term however, the high margin nature of the biopharma venture means that it may
grow to dominate the company, a development which could be accelerated further by
acquisitions.

ADCs quickly catchingup to CART

Looking closer at the ADC market in the CEO's crosshairs, we find that ADCs, that comprise of an
antibody conjugated to cytotoxic payloads by specially-designed linkers, not long ago was
considered to have potential to become the magic bullet in oncology. But they've also presented
huge challenges to researchers particularly regarding the identification of a suitable combination
of antibody, linker, and payload. We also note that ADCs have quickly caught up to CAR T and is
now amongst the fastest growing drug classes in oncology.

Today there are 12 ADC drugs approved by the FDA, including Kadcycla for metastatic breast
cancer, Polivy for relapsed or refractory diffuse large B-cell lymphoma and Adcetris for treating
relapsed or refractory Hodgkin lymphoma. The latest approval was for Tivdak in September 2021
for treating metastatic cervical cancer. With an average price of the mentioned drugs at 101 000
USD per treatment, these are expensive treatments. This can be compared to CAR T, that are
more financially and medically intensive treatments, at a cost per treatment around 500 000 USD.

Emergers Ostermalmsgatan 26A 114 26 Stockholm



emergers
Press Release .
05 August 2022 08:00:00 CEST

In March 2022, market research firm Research & Markets estimated that the global Cancer
Antibody Drug Conjugate market will grow to reach 25 BN USD by 2028. Should Simris be able to
create a milestone / royalty business in ADC development, based on its closed, horizontal
photobioreactor, this would be a significant long-term revenue opportunity for the company.

Far reaching implications for the share

It has long been debated where Simris should allocate its limited resources to best capitalize on all
the various and highly dispersed business opportunities that come with owning a world class
microalgae production facility. While we expect to see continued biomass deals as the ones press
released in the past year, and a pick-up following the re-launch of the Omega-3 this fall, it is now
clear that the CEO is gunning for the most ultra-high value opportunity out there, which we also
believe to be the one that produces most value for shareholders in the long-term. \With the
strengthened financials after the combined rights and directed share issues during summer, that
raised 25 MSEK before costs, we expect that Simris is fit to pursue affordable bolt-on acquisitions
provided they are accretive to the Simris share price.

Allin all, we continue to see a significant revaluation potential in Simris, and that the triggers are
now starting to line up, the most important one would be an accretive M&A deal that can
accelerate the venture in the biopharma space. For now, we continue to see an upside risk to our
forecast of 25 MSEK in sales in 2023 and 35 MSEK in 2024 with a positive EBITDA by 2025,
Supported by only a fraction of listed peer multiples we find support for a fair value of 150 MSEK in
2023 and 210 MSEK in 2024, which translates to 0.85 SEK and 1.19 SEK per share in 2023 and 2024
respectively.

Read the report here: https.//www.emergers.se/simris_L/
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About Emergers

This is a press release from Emergers.

DISCLAIMER

Information provided here or on Emergers' website emergers.se is not intended to be financial
advice. Emergers receives compensation for writing about the company in question. The company
has been given the opportunity to influence factual statements before publication, but forecasts,
conclusions and valuation reasoning are Emergers' own. Articles of analysis shall not be construed
as a recommendation or solicitation to invest in the companies described. Emergers cannot
guarantee that the conclusions presented in the analysis will be met. Emergers cannot be held
liable for either direct or indirect damages caused by decisions made on the basis of information in
this analysis. Investors are encouraged to seek additional information as well as consult a financial
advisor prior to any investment decision.

For more information and complete terms, please see emergers.se.
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