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Arix Bioscience (Arix) is a listed global venture capital (VC) company that presents
an opportunity for institutional and retail investors to participate in the high riskreturn profile of early-stage biotech investing. Arix minimises risk through its
expert investment team and with portfolio diversification, sourced via its extensive
network and partners. An experienced board protects the interests of Arix’s
shareholders. Arix’s latest published Net Asset Value (NAV) of £232m (1H’19)
includes 17 portfolio companies (PCs) into which Arix has invested ca.£135m since
launch in 2016. The net cash position at 31 December 2019 is forecast at ca.£48m.
►

Business model: Arix provides capital, operational expertise and network access
to entrepreneurs and companies from the seed stage through to undervalued
public companies. As a listed company itself, and unlike traditional VC models,
Arix is not constrained by exit timelines, and its investors can trade shares at will.

►

Strategy: Sourcing benefits from an established network and a strong scientific
reputation. The portfolio is diversified by therapeutic area, treatment modality,
stage of discovery/development and geography to balance the risk-reward
inherent to biotech investments. Value is realised when Arix exits its investments.

►

Performance: Arix is relatively young, and its performance cannot yet be
assessed through its exit returns. However, other value-accretive events validate
the strategy, including the IPOs of four PCs. Since its float in 2017, Arix’s reported
NAV/share has increased from 150p to 170p (at 1H’19).

►

Risks: Value inflection points include PC progression through clinical, regulatory,
partnering and financial milestones. Given that 29% of the portfolio value is preclinical, much of the risk lies in the investment team’s skill in identifying innovation
with clear commercial potential – allowing it successful exits.

►

Investment summary: Arix stock is currently suffering from a market overhang
and some negative sentiment towards biotech that is affecting its share price, and
the share prices of some of its PCs have fallen following IPO. Although the
portfolio’s fundamentals are unchanged, investors should ensure that they
understand the basis of the NAV and its discount before seizing the opportunity
to participate in the basket of well-chosen biotech.

Description
Arix is a publicly listed biotechnology
venture capital company. It provides
an opportunity for all investors to
participate in a balanced portfolio of
diverse biotech innovation via a single
stock. With a global portfolio of 17
companies and four IPOs achieved
since launch in 2016, Arix is a dynamic
and modern approach to life sciences
venture capital investing.
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Financial summary and valuation
Year-end Dec (£m)
Operating income
Admin. expenses
Operating profit/(loss)
Profit/(loss) before tax
Underlying EPS (p)
Net cash/(debt)
Capital increase
NAV/share (p)

*2016
2.0
-10.3
-13.0
-13.0
-38.4
28.9
50.0
201.4

2017
7.4
-11.0
-7.2
-7.2
-9.5
74.9
105.1
152.3

2018
52.5
-11.7
37.5
37.5
27.2
91.2
83.5
200.4

2019E
-57.8
-10.0
-71.1
-71.1
-47.7
48.0
0.0
153.6

2020E
1.1
-8.9
-11.2
-11.2
-7.0
13.5
0.0
146.6

2021E
0.0
-8.9
-12.3
-12.3
-7.8
-9.1
0.0
138.8

*15-month period (30 September 2015 to 31 December 2016)
Source: Hardman & Co Life Sciences Research

gp@hardmanandco.com

Disclaimer: Attention of readers is drawn to important disclaimers printed at the end of this document
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Composition of NAV by asset and geography (FY’19E)
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Investment proposition
Arix presents an opportunity for a broad range of investors to participate in the high
risk-return profile of biotechnology (“biotech”) investing. Its deployment of long-term
“patient capital” maximises returns through improving the efficiency of funding drug
development and allowing flexibility on the timing of exits, and minimises the risks
caused by a lack of capital. Although it invests with a medium- to long-term view, unlike
private VC funds, its shareholders may choose their time horizon, trading Arix’s shares
as required. The dissociation between the biotech funding cycle and the liquidity of
Arix’s shares created by its business model generates an attractive vehicle for
investors to access a diverse range of interesting biotech innovation.
The investment attractions, neutrals and risks are summarised below, with a focus on
Arix’s differentiation from its direct peers and from conventional life sciences funds.
Since no dividends are currently paid, returns to Arix shareholders are dependent on
movements in the share price.

Investment attractions
Sustained support for PCs and flexibility

Expertise

on exits…

►

Investment team: Arix was co-founded by experts in biotech investing, including
Joe Anderson, Arix’s CEO. Arix’s success in maximising returns depends on its
ability to identify the most promising biotech – the core seven-person investment
team has deep scientific experience, boosted by an experienced biotech
entrepreneur, Christian Schetter.

►

Operational expertise: Competitive innovation may never reach patients if the
operational setup is insufficient for delivery. Arix is actively involved in setting up
and supporting its portfolio companies, taking board seats when it invests, and
contributing the expertise of its management team and industry partners.

►

PC management teams: The majority of investee companies supported by Arix
are run by experienced entrepreneurs or industry experts with a track record of
successful outcomes.

►

Pharmaceutical partnerships: In order to maximise its reach for identifying
investment opportunities, Arix has established strategic partnerships with
a number of pharmaceutical companies – Takeda Ventures (Takeda), UCB, Ipsen
and Fosun.

►

Board of Directors: Arix has an impressive board of six individuals with great
expertise over the spectrum of VC activity. The majority have many years’
experience within pharma, with backgrounds in R&D, finance and commercial.
The right people seem to be in place to protect shareholder interests.

…improves the risk-reward profile
inherent to investing in early-stage
biotech

Exciting, large and diversified biotech
portfolio…
…sourced by experts through established
networks

Sourcing ability

19 February 2020

►

Network: Second only to the investment decision in delivering returns is Arix’s
access to choice. In 2018, the team reviewed more than 400 opportunities. The
investment team and board have extensive global networks generated over
the course of long careers in pharmaceuticals, biotech and academia, delivering
a breadth of ideas.

►

Academic partners: Arix has widespread university contacts, in addition to
formal partnerships with research accelerators such as the Max Planck LDC.
These may involve “first-look” agreements, allowing it to maximise returns
through seed investment.

►

Industry partnerships: Adding to its networks, Arix has a dedicated strategy to
partner with pharma (e.g. Takeda Ventures). Strategic partnerships provide
4
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access to due diligence support and additional sources of innovation, in addition
to co-investment opportunities.

Diversification
►

Multi-stage: As innovation progresses through R&D milestones, the risk-return
ratio of a new investment shifts, becoming progressively de-risked and decreasing
the multiples. Arix seeks to invest in the best innovation, primarily at the earliest
stage (e.g. STipe Therapeutics in 2019), but moderates this approach through
investment in undervalued later-stage companies (e.g. Pharmaxis in 2018).

►

Focused therapeutic areas: Arix invests in four broad areas of drug
development: oncology, inflammation/immunity, anti-infectives and rare
diseases. While this maximises the opportunities available (oncology being a
competitive but large market), it ensures that the team is not spread too thinly and
focuses its knowledge. Arix appears more diversified by therapeutic area than
some of its peers.

►

Broad geography: Returns from early-stage, private biotech investments are
generally uncorrelated with macroeconomic factors; however, Arix does diversify
by geography to minimise exit risk. It currently has PCs with activity in the US,
Canada, Israel, Denmark, the UK and others, alongside strategic partnerships that
have emphasis in China, Japan and Europe.

Investment approach
►

Listed: Arix listed on the London Stock Exchange (LSE) in 2017, offering a broad
range of investors a better vehicle for access to high-risk/high-reward biotech
investment. Arix’s shareholders are able to trade shares as for any listed
corporate, avoiding the traditional pitfalls associated with specialised life sciences
funds/vehicles.

►

Sustained financing: Its plc structure also allows Arix to take a longer-term view
than conventional VC, with cash re-entering the balance sheet on exits. The result
is follow-on, scale-up funding for PCs directly from the balance sheet, making
them less vulnerable to capital “drip-feeding”. Dissociating the funding cycle from
the development cycle should also result in less volatility for Arix’s share price.

►

Unconstrained: Also, unlike conventional VC, exit timing is not constrained by
returning capital to limited partners. Management can be flexible in the type and
timing of divestments, allowing greater control on returns and the balance sheet.
Examples of value-accretive balance sheet events include progression through
financial (e.g. IPO) and clinical (e.g. positive clinical trial results) milestones.

►

PC exit opportunities: Arix intends to take advantage of the willingness of big
pharma to in-licence new drugs or gain access to new technologies at a much
earlier stage in the development cycle than has been the case historically. This
includes potential products/technologies in pre-clinical development.

NAV growth

19 February 2020

►

NAV: Since IPO (February 2017), Arix’s reported NAV has increased from
£146.5m to £232m at 1H’19. Per share, it has increased from 150p to 171p in the
same period. At the time of writing (14 February 2020), the it has fallen to an
estimated 147p, driven, in part, by the effect of general market sentiment towards
global biotech, which has impacted on the share prices of some of Arix’s listed PCs,
and by general market sentiment towards investments in illiquid assets.

►

Transparency: Arix emphasises transparency in its reported NAV. The fact that
cash and marked-to-market investments comprise 76% of the £232m NAV
(1H’19) means that only 24% are unquoted investments (held at cost or price of
latest third-party round). Values of its core PC holdings are reported at each half.
5
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►

Conservative private company valuation approach: Arix values initially at cost
of investment. While it does not disclose specific metrics underpinning
subsequent alterations in private company valuations, it does follow Private
Equity and Venture Capital Valuation (IPEV) guidelines (e.g. price of a recent
third-party investment). It is also conservative, applying a strict fair value
hierarchy on the basis of the “lowest level” input significant to the value of assets.

►

Value creation: Although young, Arix has made fast progress. It now has 17
companies in its portfolio and has facilitated creation of multiple upcoming value
inflection points. Arix is moving towards earlier investments, recently creating its
first new company, Quench Bio, under the expertise of its entrepreneur-inresidence (EiR).

Investment neutrals
Once understood, the discount could be

Discount to NAV

an opportunity for investors…

►

Discount: Arix has been trading at a discount to NAV since July 2018, currently
at -40% (13 February 2020). We believe this is due to a combination of sentiment
towards global biotech and political uncertainty, and general sentiment towards
investments in illiquid assets, as highlighted by the suspension of both the
Woodford and M&G property funds.

►

Opportunity: For those that are interested in participating in Arix’s basket of
biotechnology investments and can take a medium- to long-term view, the
discount to NAV could present an opportunity.

►

Gauging performance: Arix’s NAV and share price are not independent – there
is potential for market sentiment to affect the share price of both Arix and its
listed investments. Another factor that makes Arix’s performance more difficult
to measure is lack of visibility on exit targets, and, for the general investor, the
complexity of performing an independent assessment of the value of Arix’s
holdings in private companies.

►

Concentration: Two listed PCs, Autolus and Harpoon, comprised an estimated
45% of the gross portfolio value at FY’19 – stock market performance can have a
large influence on Arix’s NAV.

►

Fundraise: We anticipate that Arix will require a cash injection within 12 months
to support further investment in its existing PCs and to make new investments in
the plethora of opportunities that it sees. In the event that this does not come
from an exit, it could undertake a Placing of new shares. For all the reasons
highlighted above, the market environment is currently difficult for companies
looking to raise cash.

… with both NAV and market
capitalisation suffering an overhang
However, ARIX may need to raise funds in
a difficult market…
…to feed its cash-hungry portfolio

Cash
►

Cash position: The run-rate for Arix’s administration costs is in the range £7m£8m. In addition, it has pre-agreed commitments (ca£13.5m) with some of its PCs
for when they need more capital, which is ring-fenced. Assuming that £6m-£7m
was invested in STipe Therapeutics in 2H’19, we are forecasting a gross cash
position of ca.£50m at 31 December 2019, giving it a runway into 2021. In our
opinion, Arix is unlikely to raise any additional capital in the form of debt.

Unrealised
►

19 February 2020

Young company: Arix's performance cannot yet be measured by exits from its
PC investments. It has, however, made good progress since incorporation, with
17 portfolio company investments, four of which have obtained NASDAQ listings
since 2018, and a secondary offering last year, providing cash for additional
investments. It has also reduced its administration costs.
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►

But validated: These events do demonstrate investor interest, generation of
portfolio liquidity and paper gains in fair value, validating the abilities of Arix’s
management team to deliver.

Investment risks
Drug development and commercialisation
►

Inherently risky: There is great variation inherent to the biology of human
disease, which contributes to the chances of failure at every stage of drug
development – even the most competently chosen and developed assets can fail.
A failure would result in loss of NAV and stock value. Conversely, the movement
of putative drugs through the clinical trial process reduces the development risk
and improves the balance of assets in the portfolio.

►

Future commercial landscape: The >10-year timescales involved in drug
development mean that the future competitive and payor environments could be
substantially altered (particularly in evolving markets, as for cell and genetherapies). There is uncertainty in the assessment of growth potential and in all
value calculations.

Market risk
►

Sector sentiment: The general dampening of sentiment towards biotech has
affected Arix and its peers over the last year. This has been compounded by recent
liquidity issues with certain funds, creating market overhang.

►

Macroeconomic factors: Although healthcare has, traditionally, been removed
from macroeconomic cycles – good medicines are always needed – the sector is
not immune to political risk, e.g. US pricing policy or changes to trade agreements
(affecting regulatory, cost-base, supply chain, etc).

►

Foreign exchange: Given that five of six quoted PCs are listed on NASDAQ, Arix
does have exposure to foreign exchange. While this has been generally positive in
recent years, any improvement in the strength of sterling would negatively affect
the value of its US$ investments.

Co-investment

19 February 2020

►

Crossover/contagion: Construction of investment syndicates sometimes
involves the same parties. This can create a strong shareholder base, although in
the unlikely event that one party encounters unrelated difficulties, there can be a
knock-on effect on other members. For example, until recently (9 September),
Woodford funds were a major shareholder in both Arix and one of its investee
companies, Autolus. Thus, the overhang from Woodford had a double impact on
Arix.

►

Mitigation: To overcome the risk of contagion, Arix is involved in the syndication
process and chooses global, deep-pocketed, blue-chip co-investors. It has
recently diversified to join European VC investors, such as Novo Holdings, and US
VC investors, such as Atlas Venture and RA Capital. Pharma VC co-investors, such
as Pfizer Ventures, also provide stability.

►

Deep pockets required: In the event that its share price falls such that Arix
cannot raise more capital, there could be a potential dilution risk with its PCs.
However, its listed investments do provide an opportunity to harvest cash; for
example, Arix has recently sold some of its holding in Harpoon Therapeutics at 2x
its average cost of investment.
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The investment team
Joe Anderson

Joe Anderson – CEO and Co-Founder (London office)

Source: Arix Bioscience

Jonathan Tobin

Joe has a wealth of experience in the life sciences industry across venture financing,
fund management, sell-side research and as a board director of many biotechnology
companies. The latter includes Algeta ASA, acquired by Bayer AG for $2.9bn in 2014,
at which time Joe was a partner of Abingworth LLP (2004-15) where he led successful
investments in many US and EU companies. Examples of his extensive board level
experience are board positions with Cytos (bone repair, SIX: KURN), which merged
with Kuros in 2016, Amarin plc (cardiovascular health, NASDAQ: AMRN),
Epigenomics AG (liquid biopsy, FRA: ECX), and, from 2016, the innovative T-cell
therapy company, Autolus Therapeutics (NASDAQ: AUTO). Joe obtained a PhD in
biochemistry, followed by roles at the Novartis Foundation (1985-89) and the
Wellcome Trust. He was a sell-side analyst at Dresdner Kleinwort and a Portfolio
Manager at First State Investments, Commonwealth Bank of Australia.

Jonathan Tobin – Investment Director (London office)
A specialist in biotechnology Investments, Jonathan spent five years at Imperial
Innovations (now part of IP Group), where he was a Principal in the Healthcare
Ventures team. He was involved with the formation and investment in a number of
early-stage companies. Jonathan also worked at LifeArc, sourcing and evaluating new
small molecule and antibody drug discovery projects. Jonathan has a BSc in Biology
from the University of Oxford, a PhD in Molecular Medicine from UCL, and carried
out post-doctoral research at Cancer Research UK (now Crick Institute). He has an
MBA from Imperial College, and is a trustee of the Autism Research Trust.
Source: Arix Bioscience

Mark Chin – Investment Director (New York office)
Mark has more than 10 years of experience in life sciences. He was a principal at
Longitude Capital, where he focused on both private and public biotechnology and
medical technology investments. Prior to Longitude, he was a consultant at Boston
Consulting Group, where he was responsible for strategy and corporate development
projects for pharmaceutical and biotechnology companies. Before that, Mark worked
in corporate development at Gilead Sciences and market planning at Genentech. Mark
has an MS in Biotechnology from the University of Pennsylvania, a BS in Management
Science from the University of California at San Diego, and an MBA from The Wharton
School at the University of Pennsylvania.

Mark Chin

Source: Arix Bioscience

Ed Rayner – Investment Director (London office)
Ed spent 18 years as an equity analyst and portfolio manager in Europe and Australia
prior to joining Arix at its inception. From 2004-14, he was Head of Research at
Alliance Bernstein, and then a senior portfolio manager at AMP Capital, a leading
Australian investment house, with over A$130bn in funds under management; both
these positions were in Sydney, Australia, where he managed the growth equity
portfolios. As part of his responsibilities, he focused on the Healthcare sector. Ed has
an MA in Chemistry and an MSc in Management from the University of Oxford. Ed is
also a Chartered Financial Analyst.

Ed Rayner

Source: Arix Bioscience

19 February 2020
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Christian Schetter

Christian Schetter – Entrepreneur-in-residence (Munich)
Christian brings a wealth of biotech industry experience to Arix. He is Executive
Chairman of Arix portfolio company STipe Therapeutics and was CEO of Rigontec
GmbH, a German biotech startup involved in immune oncology, building it up until its
acquisition by Merck & Co in 2017. From 2008-14, Christian was instrumental in
selling Fresenius Biotech to the Neopharm Group, Israel, to form Neovii Biotech,
where he was President and CEO. Before joining Fresenius, Christian held leadership
and senior management positions at Coley Pharmaceuticals, helping to build the
company from inception through multiple financing rounds, a NASDAQ IPO and,
following a number of significant pharma deals, to a trade sale to Pfizer in 2007.

Source: Arix Bioscience

John Cassidy

Christian performed academic research at the illustrious Max Planck Institute prior to
joining the pharmaceutical Industry.

John Cassidy – Investment Associate (London office)
John has a BSc in Biochemistry from Imperial College, London, and a PhD in
Neuroscience from University College, London, the latter being sponsored by the
Medical Research Council and Pfizer.
Prior to joining Arix, he was a Life Sciences consultant at L.E.K. Consulting LLP,
responsible for strategy and transaction support for pharma, biotech and private
equity clients.

Source: Arix Bioscience

Tim Xu – Investment Associate (New York office)

Tim Xu

Tim has a BA in Neuroscience and Modern European Studies from Vanderbilt
University, an MPP from the University of Cambridge, and an MD from the Johns
Hopkins School of Medicine.
He is a Goldwater Scholar for his translational genetics research (obsessivecompulsive disorder) and he co-founded Cogentis Therapeutics (Alzheimer’s disease).
Prior to joining Arix recently, Tim was a management consultant at McKinsey & Co,
working on strategic and operational challenges facing pharmaceutical, insurance and
hospital clients.

Arix Bioscience
Source: Arix Bioscience

Source: Arix Bioscience

19 February 2020
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A diverse portfolio
High reward
Still great unmet need for new
medicines/healthcare interventions

There continues to be great unmet need for new medicines and other healthcare
interventions. Besides the well-known growing burden from cancer and other agerelated conditions, advances in human biology and medical science have accelerated
the development of new approaches, such as nucleotide-based and immunotherapies, presenting a great opportunity to create economic and healthcare value.
The size of the global pharmaceuticals market continues to grow. Since 1990, around
959 new drugs have been approved by the FDA, and annual net pharmaceuticals sales
from the top 20 companies have grown ca.585% (Source: Hardman & Co Life
Sciences). However, despite the large and growing demand, a general decline in
pharmaceuticals R&D productivity, as assessed by the ratio of R&D expenditure to
new approvals, has created industry-wide pressure. Achieving each of the 959
approvals above required company spending of an average $495m, and average R&D
spend among the top 15 companies is now over $6.0bn p.a. – Roche alone spent
$9.0bn on pharma R&D in 2018. The drivers of this pattern are debated, with
suggestions including greater regulatory hurdles and increasingly complicated
underlying science, but one, more or less agreed, outcome is intensified industry M&A
activity.
In 2019, total M&A value is estimated to have reached >$342bn across the
biotechnology and pharmaceuticals industry, characterised by several very large
mergers and by acquisition of external innovation by big pharma:

Market share by company size

Source: Smietana K et al

►

Bristol-Myers Squibb – Celgene: $74bn merger, completed November 2019.

►

Roche – Spark Therapeutics: $4.5bn acquisition, concluded December 2019.

►

Novartis BD&L/M&A activity: $70bn in ca.12-month period.

►

External innovation in pipeline: 35% of the existing pipeline of average big
pharma companies (Source: Boston Consulting Group).

Despite this consolidative activity, there is evidence of an increase in global industry
fragmentation in the past two decades 1, with the share of the pharmaceuticals market
held by the top 30 largest companies declining from around 70% to 50% (chart to left).
While a proliferation of life sciences companies demonstrates the wealth of innovation
enabled by scientific advancements, such as massively parallel genome sequencing
and its computational analysis, a common rate-limiting step in the journey from
innovation to product, particularly in the UK, is the lack of available capital for funding
beyond the first clinical trials – or growth capital.
Traditional options for small life sciences companies include venture finance at the
earliest stages, followed by other private equity funding, industry partnerships based
on intellectual property and/or service provision, and, finally, trade sale and IPO at the
later stages of drug development and commercialisation. The need to seek additional
funding throughout the 10+ years of drug development can be time-consuming and
inefficient.
This industry dynamic clearly provides opportunities for providers of VC. There is
both a great deal of demand for early capital and a growing pool of potential buyers.
Around 35% (ca.€700m) of European VC divestments (all sectors) were via trade sales
in 2018, with industry buyers acquiring partially “de-risked” assets, acquirees
achieving funding and broader capabilities, and venture investors achieving returns.

1
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The fragmentation of biopharmaceutical innovation. Smietana K et al. Nature Reviews Drug Discovery
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European VC divestments, 2018

Most importantly, the potential for VC investors to create value in biotech is
significant. The building of VC-backed companies results in job creation, faster growth,
and a higher proportion of intangible assets compared with non-VC-backed
companies.

Venture capital (all sectors) creates value

% of total divestments amount = €2.0bn
Source: Invest Europe/EDC

European VC – Investment
stage

Source: Invest Europe December 2019

This means that the best-chosen VC investments can deliver higher returns, faster.
As with any VC investment, but with biotechnology investments in particular, as long
as the original stake can be maintained, successful early entry delivers the greatest
returns. The graphic to the left illustrates the relative amount of European VC fund
investment in early-stage and cross-stage investments, in contrast to later-stage
companies alone. Less cash is required for pre-clinical research than late-stage clinical
trials, so the value growth trajectory of a successful biotech can be rapid. For instance,
if Arix had exited its position in Autolus following IPO on Nasdaq in June 2018, it would
have made a profit of ca.£40m, or a return of almost 3x, within only three years.
However, Arix has retained its stake in the business, as it clearly sees further valuation
upside as Autolus progresses successfully through clinical milestones.
Once listed, the secondary market can continue to deliver value for both the
company’s original backers and general investors. A crude glance at the NASDAQ
Biotech Index demonstrates a 187% three-year return on 6 January 2012 – beating
both the Nasdaq 100 and the S&P 500 by 108pp and 126pp, respectively.

NASDAQ Biotech, NASDAQ 100, S&P 100 indexes

Source: Invest Europe/EDC

S&P 100: Blue, NBI: Orange, NDX: Purple
Source: Refinitiv
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High risk
With the potential for high returns comes associated risk. The average rate of success
(being approved) for a pre-clinical therapeutic across the pharmaceuticals industry
remains less than 1%. A significant component of this outcome is incompletely
understood biology and the variation inherent in human populations – as such, the
chances of approval are thought to be higher for therapies with genetically validated
targets, and to be lower in certain neurological diseases. Other components include
the ability to run and finance well-designed trials, funding gaps, and decisions to
terminate development programmes due to the competitor environment.
Drug development risks
Complete
Small
Biologicphase
molecule
al
Pre-clinical 1%
2%
Phase I
5%
10%
Phase IIa
20%
35%
Phase IIb
40%
70%
Phase III
80%
85%
Regulatory
90%
96%
submission
Source: Hardman & Co Life Sciences
Research

Following approval, there may be payor and reimbursement hurdles that limit market
share. The chart on the previous page shows the 2016 slide in the NASDAQ Biotech
Index following news related to US drug price policies. The general risks of the
pharmaceuticals industry are among the highest, with recent research indicating a
Sharpe ratio near the bottom of seven industries analysed 2 – i.e. the pharmaceuticals
industry as a whole may not outperform others on a risk-adjusted basis.
Obviously, investments in unquoted biotechnology companies are not sensitive to
market movements, but the risks do tend to be greater due to their early-stage and
reduced liquidity. For early investors, the time to an initial potential return is in the
order of three to five years, with the full investment horizon aligned with the 10+ years
to approval. The composite result is a rule of thumb that two of every 10 investments
will fail completely, two will perform excellently, and the rest will vary from poor
to good.
This means that VC investments in seed-stage life sciences companies are often
greater than in other industries.

Share of VC-backed startups by stage and sector (2017-15)

Source: The VC Factor, Invest Europe 2019

Minimising risk, maximising returns
Plc structure core to Arix’s strategy

Arix’s strategy seeks to minimise the risks of failure and maximise the potential returns
of VC investing. At its core is its plc structure, which i) allows it to deploy its funds
sustainably, with cash recycled to the balance sheet on realisation of value, and ii)
increases its holding times, through avoiding the exit constraints associated with
returning cash to limited partners of a fund.

Maximising returns from well-chosen innovation
Being unconstrained on the timing and quantum of returns allows Arix to be flexible in
the face of the uncertainties afforded by drug development and the dynamic biotech
industry. It intends to realise value from its PC investments through the following exit
routes: commercial sales, IPOs, trade sale, licensing agreements, joint ventures, or
return on equity from ownership of profitable PCs. Arix is setting itself up well for
2
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future exits, as it has achieved partnerships with four pharmaceutical industry
partners since 2016.
Arix’s emphasis on significant stakes in early-stage PCs means that – if successful – it
should outperform the NASDAQ Biotech Index. Arix does not disclose the details of
its investment return objectives; however, the recently revised remuneration policy
(2018 Annual Report) indicates that the Executive Directors are incentivised to
generate share price and NAV/share growth above 7% p.a. This growth is to exclude
funds raised and their associated returns, so should therefore reflect the true value
created within the portfolio.
Fundamentally however, there will be no return at all, and no value for Arix’s
shareholders, if it does not choose the best innovation. Choosing the best innovation
requires a combination of technical expertise, commercial understanding and
experience, and thorough due diligence.
The investment team (see page 8) has a strong scientific background and is headed by
an experienced CEO, Joe Anderson, who has a long track record in VC investing. The
team was strengthened further by the recent appointment of an EiR, Christian
Schetter. Arix has also developed strong networks for sourcing, including academic
partnerships where it has “first-look” rights, adding to the professional networks of its
investment team and board. On average, Arix invests in one company for every 86
business plans that it sees.

Arix’s industry and research accelerator partnerships
Partner

Year

Terms

BioMotiv LLC

2016,
Arix subscription
renegoti- agreement for
ated 2019 units of BioMotiv

Max Planck
Lead Discovery
Centre (LDC)

2017

Academic research accelerator partnership
“first-look” agreement
3,869,902
(4%) Arix shares

UCB Ventures SA 2016

Takeda Ventures

2017

Fred Hutchinson
Cancer Research
Center

2018

Fosun
International

2018

Ipsen

2018

Type
Research accelerator
Strategic partnership
Visibility into BioMotiv companies and investment
rights

Renewable
automatically
after Nov’19

Strategic alignment relationship letter agreement
Access to Arix’s investment process and coinvestment opportunities
Access to UCB’s industry capabilities

Strategic partnership
Access to Arix’s process of investment process & coinvestment opportunities
(5%) Arix shares
Access to Takeda’s industry capabilities
Academic research accelerator = LAB591
Startup creation with Evotec and Fred Hutch
Evotec, and Arix pre-agreed option to form new
companies
Strategic partnership to co-invest and create new
11,111,111
companies
(8.2%) Arix shares Fosun access to PCs, potential distribution partner
Arix access to Chinese network
Strategic partnership
6,666,666 (5.0%) Ipsen access to Arix’s network and investment
Arix shares
opportunities, Ipsen provides expertise
Collaborate to identify and create opportunities
4,830,917

Emphasis

Example output
OptiKira

Germany
Innovative
research

Quench Bio
2018 – innate
immunity

Immunology,
neurology, bone

VelosBio –
Oncology,
sourced
gastrointestinal
through Takeda,
and rare disease
co-investment
US
Oncology,
infectious
disease
China
Oncology,
neuroscience,
rare disease
Source: Company reports

Minimising the risks in drug development
The team aims to identify technology that could generate first-in-class or best-in-class
products. Assuming that the innovation is good from the off (“you can’t make a silk
purse out of a sow’s ear”), the provision of good operational and financial guidance to
19 February 2020
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entrepreneurs and a well-selected PC management team can reduce the risks. Arix’s
investment team and the board have exceptional experience in this regard, and we
detail the relevant experience of PC management teams below. Combined with
follow-on working-capital provision as appropriate, this should enable efficient PC
growth, the best development strategy, and increase the chances of being bestin/first-in to market, and potentially quicker returns.
Arix also improves its risk profile by diversification of its portfolio on the basis of
development stage. Once the average asset is in Phase II development, its chance of
success increases from ca.5% to 20%. Although investments in later-stage businesses
are likely to have smaller returns, this is tempered by Arix’s focus on investing in laterstage companies that are under-valued.

Diversity* in core portfolio: stage, therapeutic area, value

*At FY’19
Bubble area: asset carrying value at FY’19; Stage: 0=pre-clinical, 4 = commercialised
Red: anti-infectives; Blue: oncology; Grey: immunology & inflammation; Pink: Rare diseases.
N.B. Phase II trials (e.g. Autolus’s AUTO1 in adult Acute Lymphoblastic Leukaemia – ALL) may be registrational
Source: Hardman & Co Life Sciences Research

Finally, another of Arix’s risk-mitigation strategies is holding ring-fenced cash for
follow-on capital to help companies through milestones and to ensure it can maintain
its ownership stake as necessary.

19 February 2020
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A balanced portfolio
PCs by therapeutic area
11%

5%

8%

17%

59%
Anti-infectives
Immunology &
inflammation
Oncology
Rare diseases
Discovery
Source: Hardman & Co Life Sciences
Research

Arix has been able to select the most promising ideas with the greatest valuation
potential, rather than being constrained by a pre-defined portfolio composition. It has
diversified across four broad areas of innovation, creating a focused but balanced
basket of investments. Assets within anti-infectives, oncology, immunology and
inflammation, and rare diseases are differentiated on the size of their addressable
markets and competitive landscapes, and are generally uncorrelated in terms of risk
profile.
The majority of the 16 PCs are built on technology platforms for the development of
therapeutics. In contrast, the French biotech company, Depixus, is an exciting
company with a novel technology for DNA and RNA sequencing, which has application
in almost all areas of biology and medicine and a very large market dominated by only
a few companies. Depixus is one of five startups in the discovery portfolio, which is
composed of Arix’s seed investments. The core portfolio, composed of later-stage
investments, is illustrated in the bubble chart on the previous page. Together, the
value of the discovery and core portfolios comprises Arix’s “gross portfolio value”.

Oncology
Hardman & Co estimates that the global oncology market was worth ca.$135bn in
2018 and represented 16.0% growth over 2017 in US$ terms. Our analysis is based
on the ex-factory sales for the leading 125+ branded drugs on the market, to which a
modest figure representing the plethora of small/old/generic cancer drugs has been
added. Our data indicate that the global oncology market has seen an 8.4% CAGR over
the last 10 years (2008-18). This growth has been driven by unmet need, growing
prevalence, and demand for improvement over existing treatment options. New
approaches include the evolving cancer immunotherapy space, whereby biological
modalities such as antibody drug conjugates (ADCs), engineered T-cells (e.g. CAR-Tcell therapy) and gene therapies, modulate a patient’s immune system to tackle blood
cancers and solid tumours.

Arix’s oncology portfolio
Lead asset
(Stage)
ATR and Polθ
Synthetic lethality (DNA
inhibitors
Damage Response)
(IND-ready)

Company Technology

Lead indication

Notes

Artios

n/a

Partnered with
Cancer Research
UK

Autolus

T-cell therapy
(CAR-T)

AUTO1
(Phase I/II)

Aura

Viral-like particle
bioconjugates, lightactivated

AU-011
(Phase II)

Harpoon
STipe
Velos Bio

T-cell engagers
(TriTACs)
Immunooncology
(STING pathway –
innate immune
system)
Armed antibody
therapies

Acute
FDA orphan drug
Lymphoblastic
designation
Leukaemia (ALL)
FDA orphan drug
Ocular
designation and
melanoma
fast-track
designation

Phase I

Prostate cancer

Pre-clinical

n/a

Spun out in 2018,
Arix co-led Series A
in September 2019

VLS 101
(Phase I)

Haematological
cancers

Co-investment with
partner Takeda

n/a = not applicable in pre-clinical development
Source: Hardman & Co Life Sciences Research
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Six companies in Arix’s oncology portfolio

Arix’s oncology portfolio includes six companies, representing 59% of the NAV (13
February 2020), the newest of which, STipe, was spun out of Aarhus University in
Denmark in 2018. While oncology is a heavily financed and competitive area, Arix
believes it has sourced companies with technology/assets that could represent step
changes, rather than incremental improvements, in cancer treatment. The team has
particular knowledge in this area.

Autolus Therapeutics (NASDAQ: AUTO)
►

Relative importance: 14% of current NAV; £24.6m invested to date.

►

Technology: Development of precisely targeted and highly active T-cells.

►

Cash position: $229.4m at 30 September 2019; net proceeds ca.$74.2m from its
Placing in January 2020; $27m lease liabilities.

►

Next valuation inflection point: Initiation of Phase II registration trial in adult
Acute Lymphoblastic Leukaemia (ALL) anticipated in 1H’20, Phase I data from
AUTO3 (diffuse large B cell lymphoma (DLBCL), mid-20), Phase I data from
AUTO 4 (PTCL data 3Q’20).

Autolus was Arix’s first investment. This clinical-stage company has a strong
management team that is developing a suite of proprietary T-cell programming
technologies that can be used to engineer precisely targeted, controlled and highly
active T-cell therapies that are designed to improve the recognition of cancer cells for
targeted killing. In December 2019, Autolus presented Phase I AUTO1 data in ALL at
ASH, which demonstrated good efficacy and safety data. At IPO on NASDAQ in June
2018, at $150m, it generated a positive revaluation for Arix. It has a strong cash
position, giving it a cash runway beyond 2021. 2020 is expected to be characterised
by a number of important value inflection points.

Aura Biosciences (Unquoted)
►

Relative importance: 4% of current NAV; £5.5m invested to date.

►

Technology: Viral-like particle bioconjugates targeting ocular melanoma.

►

Cash position: $40m Series D round in April 2019.

►

Next valuation inflection point: Interim results from two parts of the AU-011
Phase I/II due to be reported through 2020.

Aura is developing novel, targeted therapies for the treatment of choroidal melanoma,
a rare and aggressive type of eye cancer. Current treatment involves radiotherapy,
often associated with severe loss of sight and severe damage to healthy surrounding
tissue. The only alternative is complete removal of the eye. The approach being taken
by Aura is to inject its VPB lead, AU-011, directly into the eye, where it binds to the
tumour cell surface. The drug is then activated with infra-red light, killing the tumour.
The latest findings in a Phase I/II study were reported at the American Academy of
Ophthalmology meeting in October 2019. Funds raised in the Series D financing
round will support a 60- patient Phase III trial with AU-011, due to start in 4Q’20.

Harpoon Therapeutics (NASDAQ: HARP)
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►

Relative importance: 18% of current NAV; £19.2m invested to date.

►

Technology: Viral-like particle bioconjugates that stimulate the immune system
to kill cancer cells.

►

Cash position: $121m at 30 September 2019; $15m lease liabilities.

►

Next valuation inflection point: Phase I data expected from lead candidate in
prostate cancer in 1H’20.
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Harpoon is clinical-stage company developing immunotherapy for solid and
haematological cancers with a novel class of T-cell engagers that direct patients’ Tcells to kill target cells expressing specific antigens – the Tri-specific T-cell Activating
Construct (TriTAC) platform. Management has deep expertise in immunotherapy and
biologics drug discovery, with a track record in discovery and commercialisation of
cancer therapeutics. Harpoon IPO’d on NASDAQ in February 2019 at $341m,
generating a positive revaluation for Arix. It has a solid cash position, giving it a cash
runway into 2021.

Artios Pharma (Unquoted)
►

Relative importance: 8% of current NAV; £9.6m invested to date.

►

Technology: Targeting DNA damage response (DDR) pathways to selectively kill
cancer cells through a concept called “synthetic lethality”.

►

Cash position: £65m Series B round in December 2018.

►

Next valuation inflection point: Announcement of a pre-clinical candidate for
investigational new drug (IND) evaluation – anticipated 2H’20.

Artios has a strong management team with an exceptional track record in DDR R&D,
having played key roles in the discovery of Lynparza™ (AstraZeneca). DDR pathways
contain three major components (some with overlapping functions): sensors, signal
transducers and effectors. Cancer cells often rely on non-primary DDR pathways for
survival, which allows them to evolve resistance to therapies. Inhibiting these DDR
pathways results in cell death through synthetic lethality. Artios’s undisclosed lead
programme is at the optimisation stage. It raised £65m in an oversubscribed Series B
round in August 2018, when Arix increased its stake to become its largest shareholder
and provided it with a valuation uplift. Artios is funded through to 2022.

Rare diseases
Arix’s rare disease portfolio
Company

Technology

Lead asset
(Stage)

Lead indication

Notes

LogicBio

Gene-editing
technology

LB-001
(IND
submitted)

Paediatric
genetics

Imara

PDE9 inhibitor

Sickle cell
disease

OptiKira

“KIRA” compounds
–protect cells from
degeneration

IMR-687
(Phase IIa)

GeneRide
technology based
on homologous
recombination

OPK-546
(Discovery)

Retinitis
pigmentosa

TGF-beta
(Discovery)

Rare bone
disease

PreciThera

n/a = not applicable in pre-clinical development
Source: Hardman & Co Life Sciences Research

LogicBio (NASDAQ: LOGC)
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►

Relative importance: 10% of current NAV; £10.5m invested to date.

►

Technology: Pioneering a safer, site-specific genome-editing technology,
GeneRide™, for rare paediatric genetic disorders.

►

Cash position: $63m at 30 September 2019; $10m debt.

►

Next news: Initiation of Phase I/II trial of LB-001 in 2H’20 (clinical hold on IND
submission as of 10 February 2020)
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GeneRide has the potential to edit the human genome, while avoiding certain risks
associated with other methods of gene editing, with the aim to correct precise
locations in the genome. Being modular in design, the technology can be adapted to
treat multiple rare genetic diseases. A viral vector is used to transport the corrective
gene into the cells of patients, allowing the body’s natural replication mechanisms to
integrate it into the patient’s genome. Its lead programme (LB-001) is about to enter
first clinical trials. LogicBio IPO’d on NASDAQ in October 2018 at $222m, generating
a positive revaluation for Arix. Its cash position gives it a cash runway into 2021.

Imara (Unquoted)
►

Relative importance: 6% of current NAV; £9.3m invested to date.

►

Technology: Orally administered PDE9 inhibitor.

►

Cash position: $63m Series B round in March 2018.

►

Next valuation inflection point: Raise of additional funds via IPO.

Imara is a clinical-stage pharmaceutical company working on small molecule
phosphodiesterase inhibitors, which are orally active, for the treatment of sickle cell
disease. A Phase I trial indicated that lead compound, IMR-687, was well tolerated and
safe in healthy volunteers. It is currently being evaluated in a multi-national Phase IIa
study in adult patients with sickle cell disease. IMR-687 has been granted both Orphan
Drug Designation and Rare Paediatric Designation by the FDA. Imara raised $63m in
a Series B round in March 2018, when Arix first invested in the company. In September
2019, it announced it had filed a draft S-1 registration form with the SEC indicating its
intention to float on NASDAQ in 2020, market conditions permitting. Arix confirmed
this intention was ongoing on 17 February 2020.

Immunology and inflammation
Arix’s immunology and inflammation portfolio
Company

Technology

Lead asset
(Stage)

Lead indication

Atox Bio

Immunotherapy
for severe,
Reltecimod
acute infections (Phase III)

Necrotising soft
tissue infections
(NSTI)

Pharmaxis (PSX)

Varied portfolio

SSAO
inhibitor

Diabetic
retinography

Notes
BARDA
partnership,
commitment
of $22m
Partnered
with
Boehringer
Ingelheim

Source: Hardman & Co Life Sciences Research
Four companies in Arix’s immunology and
inflammation portfolio

Atox Bio (Unquoted)
►

Relative importance: 3% of current NAV; £6.2m invested to date.

►

Technology: Immunomodulation to enhance the resolution of organ failure in
acute inflammatory conditions.

►

Cash position: £65m Series B round in December 2018.

►

Next valuation inflection point: Reltecimod Phase III trial results in 2020.

Atox is a late-stage, critical care immunotherapy company that is focusing on acute,
life-threatening, conditions with significant unmet need. Cases of acute inflammation,
such as necrotic soft tissue infection (NSTI) and septic shock, are often associated with
multiple organ failure, which can be fatal. Atox is assessing the efficacy of novel
candidate, Reltecimod, for the treatment of NSTI, in a multi-national Phase III trial,
which is expected to complete around the start of 2020. Reltecimod is a peptide that
binds to CD28 receptors to restore the immune system and overcome cytokine
19 February 2020
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storms. Atox raised $30m in a financing round back in 2017, when Arix first made its
investment. The next news is expected to be the announcement of the Reltecimod
Phase III trial results in 2020.

Anti-infectives
Arix’s anti-infectives portfolio
Company

Technology

Amplyx

New class of
antifungal

Iterum
Antibiotics
Therapeutics

Lead asset
(Stage)
APX001 –
Fosmanogepix
(Phase II)

Lead indication

Notes

Candida infection

QDIP (Qualified
Infectious Disease
Product) from FDA

Uncomplicated
Sulopenem (Phase
urinary tract
III)
infection

QDIP

Source: Hardman & Co Life Sciences Research
Two companies in Arix’s anti-infectives
portfolio

Amplyx (Unquoted)
►

Relative importance: 3% of current NAV; £4.7m (est.) invested to date.

►

Technology: New class of antifungal, small molecule drug with QDIP status.

►

Next valuation inflection point:
candidemia are expected 1H’20.

Final Phase II data for fosmanogepix in

Amplyx is developing novel small molecule and biological therapies for infectious
diseases in patients with compromised immune systems, such as those undergoing
treatment for cancer or transplant. Resistance to the current standard-of-care antifungals is increasing, leaving great unmet need for new approaches. Amplyx’s two lead
products, fosmanogepix and MAU868, are for life-threatening infections caused by
the fungi Candida, Aspergillus and rare moulds, and for BK virus (causes significant
mortality and morbidity in transplant patients), respectively. The next news is
expected to be final read-out of Phase II data for fosmanogepix in candidemia in 1H’20.

Iterum Therapeutics (NASDAQ: ITRM)
►

Relative importance: 3% of current NAV; £14.5m (est) invested to date.

►

Technology: Sulopenem, antibiotic with activity against multi-drug-resistant
gram-negative bacteria. QDIP designation for oral and IV formulation.

►

Cash position: Iterum undertook a $52m private placement on 16 January 2020
to support the ongoing clinical development of sulopenem; its cash position at
end-September 2019 was $28.9m, and total debt was $14.3m.

►

Next valuation inflection point: Read-out of second and third Phase III trials in
1H’20.

Iterum’s candidate antibiotics are directed to killing multi-drug-resistant pathogens, a
large and growing global public health problem. Its lead, sulopenem, is the first oral and
IV penem antibiotic to demonstrate potent activity against a broad spectrum of gramnegative bacterial pathogens in hospital and community settings. It has Phase III trials
under way in three indications: complicated UTIs, uncomplicated UTIs and
complicated intra-abdominal infections.
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Portfolio news: recent funding and operational progress
Quench Bio: officially launched

In January 2020, official launch of
Quench Bio…

►

Significance: First company co-founded from scratch, via Lead Discovery Centre
(LDC) Max Planck partnership.

►

Invested: Estimated ca.$15.9/£12.2m invested to date (seed and series A).

►

Technology: Novel innate immune system target, with potential application in
treatment of a range of chronic inflammatory diseases e.g. lupus, arthritis.

►

Team: Founder Prof. Arturo Zychlinsky (Max Planck), CEO Samantha Truex
(previously CBO of Padlock Therapeutics), Chairman and co-founding investor
Brue Booth (Atlas Venture), co-founding investor and board director Jonathan
Tobin (Arix).

►

Cash position: Series A round closed January 2020; total committed capital of
$50m/£27m (seed and Series A).

►

Next valuation inflection point: Identification of lead drug candidate.

On 27 January 2020, Arix announced that Quench Bio, the “new seed company” that
it founded and seeded in stealth mode in 2018 alongside Atlas Venture, had officially
launched, following a $35m Series A, with two new investors – RA Capital and AbbVie
Ventures. The total committed funding to date is $50m; we value Arix’s investment on
the assumption that it has retained its 25.6% initial position. Although the values of
discovery portfolio investments are not usually reported by Arix in half-year results,
the value of its Quench Bio holding may be disclosed at the 1H’20 results, being a new
investment. The Series A will allow Quench to move its portfolio of first-in-class drug
candidates into pre-clinical development.
Importantly, Quench represents a successful first seed company from Arix’s LDC
partnership. It has been built on work carried out at the Max Planck Institute and at
the LDC – its therapeutic approach is focused on targeting and inhibiting the protein
Gasdermin D, which is involved in the innate immune response via inflammatory cell
death pathways. These are implicated in numerous autoimmune disorders, including
lupus and rheumatoid arthritis. The company is based in Boston, US, and is led by an
experienced executive team, including CEO Samantha Truex, who was formerly CBO
of Padlock Therapeutics (acquired by BMS (BMY.N) in 2016)).

Iterum Therapeutics: $51.9m/£39.9m private placement
…Iterum private placement…

On 16 January 2020, Iterum announced a $51.9m/£39.9m private placement. Arix
has invested $1.9m/£1.5m in exchangeable notes (convertible loan) and royaltylinked subordinate notes. The former carries non-compounding annual interest of
6.5%, which is payable on maturation (31 January 2025). Arix can exchange the
exchangeable notes for Ordinary Shares (1,000 shares per $1,000 principal amount),
cash, or a combination of shares and cash, between 21 January 2021 and the
maturation date, and exchange is mandatory on certain conditions, including FDA
acceptance of an NDA from Iterum. The raise was supported by the entry of new
investors, including Sarissa and RA Capital. On 28 January 2020, the stock was trading
at a 44% discount to its share price on 16 January 2020, but above the theoretical exrights price of $1.77.

Iterum Therapeutics – Arix holdings following private Placement
Security
Ordinary Shares
Exchangeable notes
Royalty-linked notes
Total

----------- Pre-Placement -----------Number
%
1,089,903
7.3
-

Number/value of
Placement securities
0
$51.9m/£39.9m
$0.1m/£0.08m

------------- Post-Placement ------------Number
%
Value (est)
1,089,903
7.3
£6.2m
1,900,000
3.7
$1.9m/£1.5m
95,000
£7.7m
Source: Hardman & Co Life Sciences Research

19 February 2020

20

Arix Bioscience
Autolus: $80m underwritten public offering
…underwritten public offering from
Autolus…

On 23 January 2020, Autolus announced an underwritten public offering of 7.25m
American Depository Shares (ADSs), equivalent to 7.25m Ordinary shares, at a price
of $11.0 per ADS to raise ca.$80m. The offering price represented a 12% discount to
the previous close. The company also granted the underwriters an option to purchase
a further 1.09m ADSs, potentially raising a further $12m (gross) before the deduction
of fees and commissions. Following this placing, Arix will have a 6.5% stake in Autolus
(3.37m shares). Its total investment in the company to date remains at £24.6m.

LogicBio: Takeda collaboration and IND submission
…and new research collaboration for
LogicBio

19 February 2020

On 10 January 2020, LogicBio announced that it had entered into a new research
collaboration with Takeda to further develop LB-301, an investigational paediatric
genome-editing therapy based on GeneRide technology. Takeda has an exclusive
option to negotiate an exclusive, worldwide licence to LB-301, which is being
developed for the rare disorder, Crigler-Najjar syndrome. The collaboration is
excellent validation of LogicBio and should help accelerate development of LB-301
towards clinical trials. The company has also progressed towards the clinic, with
submission of an IND application to the FDA in January for its first clinical trial. The
Phase I/II trial of LB-001 in methlymalomic acidemia is expected to initiate in 2H’20
(the IND submission is currently under clinical hold as of 10 February 2020).
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Financials and investment case
Arix shares offer investors exposure to
disruptive, high-growth biotech…
…chosen by an expert investment team

Arix offers investors a differentiated opportunity to gain exposure to high-growth
potential, early-stage private and public biotechnology companies through a basket of
17 company investments. Investors are relying on the expertise of the investment
team to choose innovation with a high potential valuation, and to back entrepreneurs
and PC management teams with the ability to deliver growth. The team also arranges
financing for its portfolio companies and takes board positions, and therefore retains
control over value creation. For those interested in a particular listed PC or generally
in the high risk/potential high returns of biotechnology, Arix offers a more balanced
risk-reward profile than direct single-stock investments.
At the forefront is Arix’s plc structure, which allows long-term oversight and follow-on
funding as necessary. Since investors can deal Arix shares as desired on the public
market, there is some dissociation between the liquidity of Arix’s underlying PCs and
Arix stock, and greater visibility on performance than an investment in a traditional
specialist fund. Regardless, as with Arix’s direct peers, investors should assess Arix’s
performance over the medium- to long-term, in line with Arix’s general investment
horizon and the timescales of drug development.

Performance
Arix’s seed and early-stage biotech
investments are a high value-creation
opportunity

Arix has only been incorporated since February 2016 and listed since February 2017
– given the timescales of biotech value creation, it is really too early to decisively judge
performance. With the exception of Verona in 1H’20, Arix has not yet exited from any
of its core portfolio investments, although, with its guidance, its companies have raised
significant third-party funding, not least through successful IPOs on NASDAQ. The
CEO has a successful track record in VC investing, and Arix’s stated belief is that the
company should not attempt realisation of its investments until significant value has
been achieved.
Towards this aim, Arix has demonstrated clear operational progress and the
achievement of the following goals:
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►

Delivered on strategy: Invested in a diversified portfolio of 17 companies, in line
with the aim to “build out towards around 20 biotech companies”.

►

IPOs: Four successful NASDAQ IPOs since 2018, all at increased valuations,
raising a total of $414m, across Autolus (positive revaluation of £55.9m), LogicBio
(positive revaluation of £14.1m), Harpoon and Iterum. A fifth NASDAQ listing
(Imara) could be in the pipeline.

►

Portfolio company fundraises: A total of $1.5bn raised to date, including $283m
in 1H’19 alone (includes Harpoon IPO).

►

First Venture Investment in Public Equity (VIPE): First VIPE investment (in
Pharmaxis) delivered, adding a sixth listed company to Arix’s portfolio and its first
commercial-stage company.

►

QuenchBio: The first company Arix has co-founded was created in Europe, on
strategy to close EU-focused investments, sourced through its partner, the Max
Planck LDC.

►

EiR: Christian Schetter provides further expertise in the European biotech
environment. Discussions are ongoing for a US EiR.

►

Additional seed investment: In 2H’19, Arix created a second EU seed company,
STipe, under the expertise of its EiR.
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NAV
Arix ensures reliable valuation of its
portfolio companies…
…enhanced by a robust policy to deliver
transparency on its approach…

The operational progress highlighted above generated strong NAV creation through
to the end of 2018, combined with a secondary Placing in March 2018 (gross proceeds
of £87m) contributing to more than £250m raised by Arix to date. As mentioned, Arix
adheres to IPEV guidelines in its portfolio valuations and, as such, on 30 June 2019, its
NAV of £232m was composed of:
►

Core portfolio: 11 companies with a total book value of £159m (69% of NAV), of
which six are listed and comprise £117m (or 51% of NAV), valued market-tomarket, two (Artios and Aura) are valued as at the most recent third-party funding
rounds, and the remaining four are valued at the cost of investment.

►

Discovery portfolio: Five companies with total book value of £8.8m (3.8% of
NAV).

►

Other interests: Totalling just £3.3m (1.4% of NAV).

►

Cash: Gross cash of £60.0m, of which £40.3m was held on long-term deposits,
and £13.5m was ring-fenced for existing PC investments. By the end of 2019, we
believe the cash and deposits were at just under £50m.

…which adheres to IPEV guidelines

Composition of Arix’s NAV

NAV: company reported; Market cap: final trading day period-end; Value: company carrying value; Cash including long-term deposits
Source: Hardman & Co Life Sciences Research

Since ca.69% of Arix’s reported NAV (1H’19) is dictated by PC share prices, and also
includes currency movements, unrealised fluctuations in NAV are to be expected. As
an example, the book value of its holding in Autolus fell 47% between 31 December
2018 (£81.5m) and 30 June 2019 (£42.8m), as a result of the decline in its share price
($32.8 to $16.1). There was also a £1.1m forex gain in the fair value of its investments
between FY’18 and 1H’19, due to the weakness of sterling. These are only paper
losses/gains, and it should be noted that Arix’s investment in Autolus still represents a
1.7 multiple on its initial investment.
Arix shares were trading at a 26% discount to NAV at the end of 1H’19. Various
changes took place between 31 December 2018 and 30 June 2019 that had a
negative effect on both Arix’s NAV and share price:
19 February 2020
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►

Mitoconix: Liquidation of Mitoconix resulted in a loss of ca.£0.5m. It was unable
to reproduce early results in proof-of-concept studies – these kinds of events are
more common in startup companies.

►

BioMotiv: Arix has renegotiated its arrangement with BioMotiv and reduced its
holding from 2,500 units to 1,078 units. However, this is a positive change, as Arix
retains visibility over BioMotiv’s pipeline and its right to fund projects seeking
third-party investment, while removing investment obligations and the
drawdown model.

►

Sentiment: Events surrounding the winding up Woodford funds negatively
impacted both Arix’s share price and the share price of its PC, Autolus.

These minor setbacks were compensated by the positive operational progress
achieved in 2019, Arix’s strongest year so far. We highlight some events below:
►

Harpoon: Successful IPO in February 2019 at a higher valuation. Arix
participated with a further $6.0m/£4.7m investment, taking its stake to 12.1%.

►

LogicBio: Share price performance since floatation in 2018 currently makes
LogicBio one of Arix’s best-performing investments.

►

Autolus data: Positive Phase I AUTO1 data in adult ALL presented at ASH
(December 2019) – good efficacy and safety data support best-in-class profile.

►

Clinical progress: Positive data read-outs from other PCs, notably Aura, Amplyx
and Imara, and new trials initiated by VelosBio, Pharmaxis and Harpoon. 26 trials
now live across the portfolio.

►

New money raised by portfolio: Total $320m raised during 2019.

In aggregate, Arix’s return multiples (current FV/cash invested to date) at 1H’19 can
be seen in the table below.

Multiples to date
Investment
Amplyx Pharmaceuticals
Artios Pharma
Atox Bio
Aura Biosciences
Autolus
Harpoon Therapeutics
Imara
Iterum Therapeutics
LogicBio Therapeutics
Pharmaxis
VelosBio
Verona Pharma*
Core portfolio
Discovery
Other interests

Multiple 1H’19
1.0
1.1
1.0
1.3
1.7
1.5
1.0
0.5
2.9
0.8
1.0
0.4
1.4
0.8
0.2

Multiple FY’19 (est.)
1.1
1.1
1.1
1.3
1.6
1.5
1.0
0.2
1.6
0.7
1.0
0.3
1.2
0.9
0.2

Gains at 1H’19 highlighted in blue
*Note – Arix divested its Verona holding in February 2020
Source: Hardman & Co Life Sciences Research

Given the above and a market capitalisation of £119.3m (14 February 2020), the
market appears to be valuing Arix stock on the basis of cash (ca£50m) and only 48%
(£70m) of the book value of Arix’s core portfolio companies. The current 40% discount
to NAV could be viewed as an opportunity: Arix’s executive managements’
remuneration is based, in part, on share price growth of 7%-15%; if delivered, the level
of discount could reduce.

19 February 2020
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Peer comparison
Arix’s peers have been operating over
different times spans, have different
investment approaches, a range in the
number of companies in their portfolios,
and are focused on different therapeutic
areas

Given the high US$ investment and the >10-year timescales involved in drug
development, life sciences companies need to have strong backers and an efficient
secondary market in place to support the sector’s funding requirements. The
traditional model was for drug discovery and pre-clinical development to be funded by
angel and VC investors, with follow-on funding for proof-of-concept trials from VC or
through a listing on an international stock market. Thereafter, Phase III trials were
funded by institutional investors. Around the millennium, there were a number of
specialist life sciences VCs and healthcare funds within institutional investors with a
role in this process. Over the last decade, the number of specialist VCs has diminished,
and institutional investors have questioned their expertise with respect to small-cap
healthcare investing. Consequently, the idea of listed investment vehicles dedicated
to specialist investment in early-stage life sciences companies has evolved, managed
by experienced investment teams, with the aim of reducing the risk. Today, these
vehicles come in three forms:
►

IP commercialisation companies (IPCC): Focused on early funding for
commercialising new technologies that come out of academia.

►

Venture capital trusts (VCT): Fixed-term investment or closed-ended funds, with
a secondary aim of generating tax relief on the investment made by investors.

►

Listed venture capital companies (LVC): Provide long-term capital to take
opportunities from seed-funding through to proof-of-concept clinical trials and
exiting via a trade sale. Any gains generated can then be reinvested into new
opportunities.

A group of listed European investment vehicles has been constructed to allow
comparisons among their valuations and that of Arix. The pitfall is that they have been
operating over different times spans, have different investment approaches, a range
in the number of companies in their portfolios, and are focused on different
therapeutic areas. In addition, some are not focused only on healthcare: we have also
included an LVC (Draper Esprit) that has a specialist focus on technology.

Peer comparison
Price

Mkt. cap.

Cash

Debt

NAV

Premium/
(discount) to
NAV

£49m

Arix
Bioscience

LVC

88p

£119m

-£1m

£199m

-40%

IP Group

IPCC

72p

£760m £161m -£90m

£1,127m

-33%

Malin Corp.

IPCC

€4.0

€206m

€31m €-55m

€385m

-47%

Mercia
Technol.

LVC

26p

£173m

£18m

-

*£102m

+69%

PureTech

Hybrid

326p

£930m £114m

-

-

-

Syncona

LVC

237p

£1,570m £872m -£16m

£1,340m

+17%

Allied Minds IPCC

$0.45

$109m

$57m -$53m

$105m

+4%

Draper
Esprit

550p

£649m

£44m -£20m

£683m

-5%

LVC

Comment

Oncology, immunology, anti-infectives,
genetic diseases
17 assets, 6 listed, global portfolio
LS 58%, Technology 36%, Multi-sector 6%
55 LS assets valued at £627m (56% NAV)
Oncology, immunology, genetics
71% focus (4)/29% growth (6)
Digital/tech, electronics, LS
Only one therapeutic asset
R&D model to develop new medicines
focused on the Brain-Immune-Gut
UK-focused portfolio
Gene & cell therapy, Biologicals, small mol.
Top 4 assets = 90% of LS investments
Mostly technology investments (4)
Adjusted for disposal of HawkEye 360
Focus is on technology
57 companies in portfolio

IPCC = IP commercialisation company, LVC = listed VC, LS = Life Sciences
Prices and currencies taken at close of business on 13 February 2020
*Direct investments that exclude the managed funds part of the business
Source: Hardman & Co Life Sciences Research
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Syncona is Arix’s closest peer

The closest direct peer to Arix is Syncona. Whereas Arix is trading at a discount to its
NAV, Syncona currently commands a 1% premium. However, Syncona has the
advantage of being a more mature company, and has been in receipt of some exits, the
most recent of which was Blue Earth Diagnostics to Bracco Imaging in June 2019 for
$476m, giving Syncona a 10x return on its original investment of £35.3m. Currently,
Syncona has only four investments, and cash represents 65% of its NAV. The recent
news is reflected in the performance of its shares. Interestingly, both Syncona and Arix
are co-investors in Autolus.

Peer group performance – relative to NASDAQ Biotech Index (.NBI)

Blue: Arix, Orange: Syncona, Purple: IP Group, Green: Malin, Red: Puretech, Lime: Draper Esprit
Source: Refinitiv, Hardman & Co Life Sciences Research
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Income statement
Very straightforward income statement

The income statement for Arix is very straightforward, dominated by the change in fair
value of its investments and the administration costs.

Revenues
In general, Arix takes an equity stake in the businesses that it is helping to develop.
Even when its shareholding is a minority stake, it usually includes certain rights (e.g.
board seat), which enable it to take a leading role in the oversight and development of
the business/technology. When the PC Is seeking additional capital, Arix may lead or
co-lead the funding round and help coordinate the syndicate of investors. Arix may
receive income in the form of fund management fees.

Profit & Loss account
Year-end Dec (£m)
Income
Change in FV of investments
Operating income
Administration expenses
Share-based costs
Operating profit/(loss)
Net interest
Forex gain/loss
Financial inst. adjustment
Asset gain/(impairment)
Profit/(loss)before tax
Tax payable/credit
Net income

*2016
0.6
1.4
2.0
-10.3
-4.7
-13.0
0.0
0.1
0.0
0.0
-9.5
0.7
-8.8

2017
1.9
5.5
7.4
-11.0
-3.7
-7.2
0.0
-0.4
0.0
0.0
-7.7
0.2
-7.5

2018
1.3
51.2
52.5
-11.7
-3.3
37.5
0.7
4.6
0.0
0.0
38.2
-5.9
32.3

2019E
0.4
-58.2
-57.8
-10.0
-3.3
-71.1
0.7
0.0
0.0
-0.5
-70.4
9.2
-61.2

2020E
0.0
1.1
1.1
-8.9
-3.3
-11.2
0.3
0.0
0.0
0.0
-10.9
1.4
-9.4

2021E
0.0
0.0
0.0
-8.9
-3.3
-12.3
0.0
0.0
0.0
0.0
-12.2
1.6
-10.6

Ordinary 0.001p shares:
Period-end (m)
Weighted average shares (m)
Fully-diluted shares (m)

23.0
23.0
23.0

96.2
78.7
78.7

134.8
118.8
128.5

135.6
128.1
137.9

135.6
135.6
145.5

135.6
135.6
145.6

-38.4
-38.4

-9.5
-9.5

27.2
25.1

-47.7
-44.3

-7.0
-6.5

-7.8
-7.3

Basic EPS (p)
Fully-diluted EPS (p)

*15-month period (30 September 2015 to 31 December 2016)
Source: Hardman & Co Life Sciences Research

Change in fair value of investments
The largest component of the income statement for each reporting period is the
revaluation of Arix’s investments under IFRS9. Its investments are considered to be
long-term financial assets, and Arix classifies them using a fair value hierarchy that
reflects the significance of the inputs used in generating the related fair value. Arix
adopts the most conservative approach, ascribing the lowest level input with the fair
value hierarchy framework to each of its investments.

19 February 2020

►

Level 1: The fair value of financial instruments traded in active markets is based
on quoted market prices at the end of the reporting period. The quoted market
price used for financial assets held by Arix is the bid price at the period-end date.

►

Level 2: The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined using valuation
techniques that maximise the use of observable market data and rely as little as
possible on entity-specific estimates. If all significant inputs required to fair-value
an instrument are observable, the instrument is included in level 2.

►

Level 3: If one or more of the significant inputs is not based on observable market
data, the instrument is included in level 3. This is the case for unlisted equity
securities.
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All of Arix’s investee companies are classified as either “Level 1” (listed) or “Level 3”
(private/unlisted). The fair value of its unlisted holdings is established initially at cost.
Subsequently, the fair value is determined using the International Private Equity and
Venture Capital Valuation Guidelines December 2018 (“IPEV guidelines”). For fair
value under IPEV guidelines, Arix: generally, adopts the price of the latest funding
round where there is participation of at least one third party; or undertakes a
milestone analysis based on company prospects. Milestone events include technical
measures (e.g. clinical trial results), financial measures (e.g. availability of cash), and
market measures (e.g. licensing deals agreed by the company).

Administration costs
The two main costs of running the business are personnel and premises. These
represent an underlying run rate of about £8m p.a.
Share-based payments, as with all the companies we cover, are considered to be a core
component of the remuneration package and are included in the calculation of
operating profit.

Balance sheet
Balance sheet
@31 Dec (£m)
Share capital
Retained earnings
Other reserves
Total equity

2016*
0.1
45.8
0.4
46.3

2017
105.1
42.1
-0.8
146.4

2018
188.6
82.0
-0.4
270.2

2019E
188.6
20.9
-1.2
208.2

2020E
188.6
11.4
-1.2
198.7

2021E
188.6
0.8
-1.2
188.1

Assets
Core
Discovery
Other interests
Investments at fair value
Intangible assets
Fixed assets
Other long-term assets
Non-current assets

0.0
2.0
15.1
0.0
17.1
2.3
0.8
0.0
20.2

0.0
2.8
68.5
0.0
71.3
2.1
0.5
0.0
73.9

0.0
169.3
6.2
8.5
184.0
1.8
0.3
0.0
186.1

0.0
129.8
15.8
3.3
148.9
1.6
0.1
0.6
151.2

0.0
146.0
27.4
0.8
174.2
1.5
0.0
0.6
176.2

0.0
155.0
27.6
0.8
183.3
1.3
0.0
0.6
185.2

Cash & deposits
Receivables
Other short-term assets
Current assets

28.9
3.3
0.0
32.2

74.9
1.3
0.0
76.2

91.2
2.2
0.0
93.4

49.2
1.0
0.2
50.5

14.8
1.0
0.2
16.1

-7.8
1.0
0.2
-6.5

Liabilities
Long-term leases
Long-term debt
Deferred tax
Short-term leases
Short-term debt
Payables
Total liabilities

0.0
0.0
0.0
-0.3
0.0
0.0
-5.8
-6.1

0.0
0.0
0.0
0.0
0.0
0.0
-3.7
-3.7

0.0
0.0
0.0
-5.9
0.0
0.0
-3.4
-9.3

0.0
-0.6
0.0
3.4
-0.7
0.0
4.4
6.5

0.0
-0.6
0.0
3.4
-0.7
0.0
4.4
6.5

0.0
-0.6
0.0
3.4
-0.7
0.0
7.4
9.4

46.3
201.4
28.9

146.4
152.3
74.9

270.2
200.4
91.2

208.2
153.6
48.0

198.7
146.6
13.5

188.1
138.8
-9.1

Net assets
NAV/share (p)
Net cash/(debt)

*15-month period (30 September 2015 to 31 December 2016)
Source: Hardman & Co Life Sciences Research

The balance sheet reflects directly the fair value of Arix’s existing investment and the
cash awaiting deployment, some of which is already committed to existing PCs.
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►

Fair value of investments: The key driver of the NAV is the fair value PC
investments (“gross portfolio value”), which fluctuate according to market prices
(listed companies) and new investments made.

►

Cash: A proportion of cash is unavailable, being reserved for pre-determined
commitments to existing PCs. The level of cash will also vary in the event of any
divestments from the portfolio, or a capital increase for deployment into new
investment opportunities.

►

Debt: Other than some modest leases introduced under IFRS16, Arix does not
have any debt.

Cashflow
►

Change in net cash/(debt): Operational cashflow largely reflects the
administration costs of the company. Investment cashflow reflects any new
investments made in the period, offset by any disposals, except for a modest
disposal of non-core assets during 1H’19.

Cashflow
Year-end Dec (£m)
Operating profit/(loss)
Change in FV of investments
Depreciation
Amortisation
Share-based payments
Receivables
Payables
Change in working capital
Net interest
Lease payments
Tax paid/received
Other
Operational cashflow
Equity investments
Disposals
Capital expenditure
Sale of fixed assets
Other investments
Cashflow after investments
Share repurchases
Equity issues
Currency effect
Loans/cash acquired
Change in net cash/(debt)
Opening net cash/(debt)
Closing net cash/(debt)

*2016
-13.0
-1.4
0.1
0.1
4.7
-4.0
5.8
1.8
0.0
0.0
0.0
0.0
-7.6
-12.3
0.0
-0.9
0.0
-0.4
-21.1
0.0
50.0
0.0
0.0
28.9

2017
-7.2
-5.5
0.2
0.3
3.7
2.0
-2.1
-0.1
0.0
0.0
0.0
0.0
-8.8
-50.2
0.0
0.0
0.0
0.0
-59.0
0.0
105.1
-0.1
0.0
46.0

2018
37.5
-51.2
0.2
0.3
3.3
-0.9
-0.2
-1.2
0.0
0.0
0.0
0.0
-11.1
-55.2
0.0
0.0
0.0
0.0
-66.3
-1.2
83.5
0.3
0.0
16.3

2019E
-71.1
58.2
0.2
0.3
3.3
1.1
-7.8
-0.6
0.7
-0.2
0.0
0.0
-9.1
-36.1
4.3
0.0
0.0
0.0
-41.0
-1.0
0.0
0.0
0.0
-42.0

2020E
-11.2
-1.1
0.1
0.3
3.3
0.0
-5.1
-5.1
0.3
-0.2
0.0
0.0
-13.5
-26.7
5.7
0.0
0.0
0.0
-34.5
0.0
0.0
0.0
0.0
-34.5

2021E
-12.3
0.0
0.0
0.3
3.3
0.0
-3.3
-3.3
0.0
0.0
0.0
0.0
-11.9
-15.2
4.5
0.0
0.0
0.0
-22.6
0.0
0.0
0.0
0.0
-22.6

28.9

28.9
74.9

74.9
91.2

91.2
48.0

48.0
13.5

13.5
-9.1

*15-month period (30 September 2015 to 31 December 2016)
Source: Hardman & Co Life Sciences Research

Forecasts
We are adopting a conservative approach

At this stage, we are not making any estimates of future changes in the fair value of
existing investments. These could be driven by movements in the share prices of listed
investments, foreign exchange, progression through clinical or financial milestones,
third-party financing, and trade sales, etc.
Where there is visibility on both committed cash and company progression in 2020
and 2021, we do make a judgement on follow-on investments, which are added at cost
to the latest reported FV. Until these follow-on investments are made, we assume that
they will be at the same share price as the previous funding round, eliminating any
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need to mark up or mark down the fair value of the existing holding in that company.
Therefore, we are adopting a conservative approach.
Based on 2019 forecasts, Arix’s investments would need to generate a 6.7%
annualised return in order to cover its operating costs. We are currently forecasting a
FY’19 multiple of 1.0 on all of Arix’s investments, or 1.2x if considering only the core
portfolio. In the absence of exits/realisation of value, however, forecasts suggest that
Arix has sufficient cash through to 2021, assuming no new portfolio investments are
made. That said, in order to give it more flexibility and to take advantage of the large
number of opportunities that its sees, Arix is likely to seek additional capital from the
market in 2020.

Fair value performance to 31 December 2019 (est.)
160
140
120

Gain/loss on
investment
(FY19E)

100

£m

80
60

Invested to
date (FY'19E)

40
20
0
-20
Total interests

Gross portfolio

Other interests

Discovery

Imara

Verona Pharma

VelosBio

Pharmaxis

LogicBio Therapeutics

Iterum Therapeutics

Harpoon Therapeutics

Autolus

Aura Biosciences

Atox Bio

Artios Pharma

Amplyx Pharmaceuticals

-40

Source: Hardman & Co Life Sciences

Potential value inflection points
There are multiple value inflection points approaching in 1H’20, and with more than
28 clinical programmes ongoing, the company is set for a period of rich news flow. In
no particular order:

19 February 2020

►

Amplyx: Final Phase II data in candidemia expected in 1H’20.

►

Artios: Announcement of a pre-clinical candidate for IND evaluation anticipated
in 2H’20.

►

AtoxBio: Read-out of NSTI Phase III data expected in 1H’20.

►

Aura: Next valuation inflection point: additional Phase II data expected 1H’20
and initiation of Phase III trial expected by the end of 2020.

►

Autolus: Phase I, long-term follow-up data in adult ALL expected 2Q’20; initiation
of registrational trial (Phase II) in adult ALL in 1H’20; data from Phase I DLBCL
and from peripheral T cell lymphoma trials expected mid-20 and 4Q’20,
respectively.

►

Harpoon: Phase I data expected from lead candidate in prostate cancer in 1H’20
and from ovarian cancer trial in 2H’20.
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►

Imara: Close of NASDAQ IPO, 2020.

►

Iterum Therapeutics: Phase III data read-outs in complicated UTIs and
uncomplicated UTIs, 1H’20.

►

STipe: Final selection of leads and IND-enabling studies.

►

Velos: VLS-101 initial proof of principle data expected in 2H’20.

►

Pharmaxis: FDA to complete review of Bronchitol by 2Q’20, with launch in 2Q’21
– if approved, Pharmaxis will receive a $10m milestone payment.
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Company matters
Registration
Incorporated in the UK with company registration number 09777975.
Registered Office:

US Office:

20 Berkeley Square
London
W1J 6EQ

214 West 29th Street
2nd Floor
New York
NY 10001

+44 20 7290 1050
ir@arixbioscience.com

www.arixbioscience.com

Board of Directors
Board of Directors
Position
Chairman
Chief Executive Officer
Non-executive director
Non-executive director
Non-executive director
Non-executive director
Non-executive director

Name
Jonathan Peacock
Joe Anderson
Mark Breuer
Prof. Trevor Jones
Dr Naseem Amin
Giles Kerr
Arthur Pappas

Nominations
M

C

Remuneration

C
M

Audit
M
C

M = member; C = chair
Source: Company reports

Dr Joe Anderson – Chief Executive Officer
(see section, The investment team, page 8)

Jonathan Peacock – Non-executive Chairman
Recent former CFO (2010-14) of Amgen Inc (NASDAQ: AMGN) and with more than
35 years of global finance, operations, strategy and business development experience
in both pharmaceuticals and biotech companies, Jonathan’s expertise is of particular
relevance as the Chair of Arix’s board. He started his career at Price Waterhouse and
McKinsey & Company, and was subsequently CFO of the pharmaceuticals division of
Novartis AG (SIX: NOVN) in Switzerland (2005-10). During his career, Jonathan has
raised more than $20bn in new capital, and been CEO of, and remains Chairman of,
Bellerophon (NASDAQ: BLPH) and non-executive director of Kite Pharma (2013-17),
where he was on the Transaction Committee for the acquisition of Kite by Gilead
Sciences (NASDAQ: GILD) for $11.9bn in 2017.

Mark Breuer – Non-Executive Director
Mark joined the board on 25 April 2019, bringing a great deal of experience of UK
boards, capital markets and corporate finance from his 20-year career with JPMorgan,
where he most recently held the position of Vice Chairman M&A and was a member
of the Global Strategic Advisory Council. Mark has, for many years, delivered
successful M&A and broader advice to clients in the UK and internationally, and is also
a qualified Chartered Accountant, an important addition to the board, given Arix’s
focus. Mark is currently also a non-executive director of the £6.5bn market-cap DCC
plc (LSE: DCC), an international sales, marketing and support service group.
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Dr Naseem Amin, MD – Non-Executive Director
Naseem joined the Arix board in December 2019. He brings over 25 years of broad
life sciences experience, having held senior positions in major healthcare businesses.
Previous roles include Chief Scientific Officer of Smith & Nephew Plc, Senior Vice
President of Business Development at Biogen, and Vice President of Business
Development and Clinical Research at Genzyme. He is currently CEO of GMPOrphan and a Venture Partner at Advent Life Sciences. Naseem is a qualified medical
doctor, from the University College Medical School, London, and an MBA from the
Kellogg Graduate School of Management, Northwestern University.

Prof. Trevor Jones, CBE – Non-Executive Director
Trevor is an exceptional scientist, who continues to lead a distinguished career
spanning academia, and the pharmaceutical and biotech industries. He was the head
of pharmaceuticals at The Boots Co Ltd (1972-75), director of R&D at The Wellcome
Foundation Ltd (1973-94) and Director General of the ABPI (1993-2004) – to
highlight several examples. Recently, Trevor has been a director of Arthurian Life
Science Ltd (2013-18), a director of Allergan Inc (2004-15, NYSE: AGN), and
Chairman of Simbec-Orion Group Ltd (2013-19). During his career, he has been
responsible for the development of successful medicines, including AZT, and has
advised the UK Government in multiple areas of scientific policy, including a 12-year
term as a member of the UK Government Regulatory Agency Medicines Commission.
Trevor was awarded a CBE for services to the pharmaceuticals industry in 2003.

Giles Kerr – Non-Executive Director
Giles is an experienced CFO and non-executive director. His current appointments
include board positions with Abcam (AIM: ABC), Adaptimmune (NASDAQ: ADAP),
PayPoint Plc (LSE: PAY) and Senior Plc (LSE: SNR). Giles was the Director of Finance
at the University of Oxford (2005-18) and a non-executive director of BTG PLC
(2007-18), now Boston Scientific, subsequent to 14 years (1997-2004) as CFO of
Amersham Plc, which became GE Healthcare in 2003. At the University of Oxford,
Giles established an investment office with £4bn under management and, through his
board role with Oxford University Innovation Ltd, gained considerable experience in
establishing (bio)technology companies. Giles trained with Arthur Andersen Business
Consulting, where he was promoted to audit partner. His extensive experience as
chairman of UK and US listed company audit committees is particularly relevant for
his role as chair of Arix’s Audit and Risk Committee.

Arthur Pappas – Non-Executive Director
Arthur has more than 30 years’ experience in pharmaceuticals, biotech and VC. He
founded Pappas Capital, a leading US venture firm, in 1994, subsequent to his time at
Glaxo holdings (NYSE: GLX, now GSK), where he was an executive member of the
board and the chief executive responsible for international operations (including
research, development and manufacturing). Prior to Glaxo, Arthur held multiple senior
executive positions (including at Abbott International), chairman and NED positions,
and he has previously served on the Board of the National Venture Capital
Association.
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Share capital
At 14 February 2020, there were 135,551,850 Ordinary shares in issue. In addition,
there were ca9,733,990 share options outstanding.

Shareholders

Link Fund
Solutions
20%

Other
33%

Fosun
International
8%

Fidelity
International
4%
UCB
4%

Barclays Wealth
4%
Ipsen
5% Christopher
Chipperton
5%

Ruffer
6%
Christopher
Evans
5%

Takeda Ventures
6%

Source: Hardman & Co Life Sciences Research
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Glossary
Early-stage

A young company, usually still unprofitable, requiring funds for initial commercial
manufacture and sales.

Exit

Realisation of capital gains (or losses) from investments. Usually via trade sale (sale of
shares to another company), secondary purchase (by another investment vehicle), or
sale of shares after flotation (usually followed by a lock-in period). Involuntary exits
occur when companies go into liquidation.

FV

Fair Value (FV) is the price that would be received to sell an asset in an Orderly
Transaction between Market Participants at the Measurement Date. When derived
using the IPEV guidelines, FV measurements should be compliant with IFRS and US
GAAP. See http://www.privateequityvaluation.com/

IPEV guidelines

The International Private Equity and Venture Capital Valuation (IPEV) Guidelines set
out recommendations, intended to represent current best practice, on the valuation
of Private Capital Investments.

Seed investment

Financing to allow the development of a business concept, with development
encompassing expenditure on further research.

Startup

A very young company, not yet making commercial sales, carrying out further research
and/or development.

VIPE

Venture Investment in Public Equity.
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Disclaimer
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly available
sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the accuracy,
adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained from use of such
information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the information which is subject
to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or wilful misconduct. In no event will
Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any other damages of any kind even
if Hardman & Co has been advised of the possibility thereof.
This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy or sell
any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute investment
advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full list of companies or
legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/research-disclosures. Hardman may
provide other investment banking services to the companies or legal entities mentioned in this report.
Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities which
pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal entities covered
by this document in any capacity other than through Hardman & Co.
Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible
outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no scheduled
commitment and may cease to follow these securities, companies and legal entities without notice.
The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use
would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country.
Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative and
involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may be volatile;
they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate for all investors.
Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be subject to future change.
Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this document and the material
contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding any information, projects, securities,
tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various information constitutes neither
a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or appropriate for you. Each investor should
consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the light of their investment needs, objectives and
financial circumstances.
This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and accordingly
has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).
No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or otherwise,
without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice. This notice shall be
governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy
Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259.
(Disclaimer Version 8 – Effective from August 2018)

Status of Hardman & Co’s research under MiFID II
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and, specifically,
whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about which we write
and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II.
In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written material
from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the third party firm is
contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in the material and that the
material is made available at the same time to any investment firms wishing to receive it or to the general public…’
The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-20162031.pdf
In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate what
is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the reader of our
research to trade through us, since we do not deal in any security or legal entity.
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