Galapagos

No surprises with H1'21 update, cash burn guidance reiterated

European Life Sciences 06 August 2021, 08:11

Galapagos reported H1'21 results with a €163m net decrease in cash
resulting in a cash position of €5b (in line with consensus). Jyseleca has
now been launched in 11 EU countries and as previously guided first
sales will be reported in the Q3 update. In upcoming newsflow, Galapagos
highlighted i) the EU approval of Jyseleca in UC, ii) the completion of
recruitment in the DIVERSITY phase Il trial with filgotinib in Crohn's, and iii)
completion of recruitment in the phase lla trial with GLPG2737 in polycystic
kidney disease. There was no mention of an update on the MANTA safety
trials as Galapagos should have the 52-week data, requested by the FDA
in H2'21 and key to the commercial future of filgotinib in IBD in the US
(note). Management reiterated the FY'21 operational cash burn guidance
of €580-620m (H1'21: €223m). Overall, we don't expect much impact on
the stock, and as we switch focus back to Jyseleca for the rest of the year
we remain on the sidelines (reiterate NEUTRAL rating).

In other pipeline updates. Galapagos expects to start in 2022 a phase
IIb trial in PSO and phase lla trial in UC with TYK2 inhibitor, GLPG3667.
To optimize dosing, GLPG3667 is currently undergoing a dose-escalation
study in healthy volunteers. In the SIK portfolio, GLPG4399 (SIK3 inhibitor)
will enter phase | in H2'21 while a follow-up SIK2/3 inhibitor will enter the
clinicin 2022. As a reminder, phase Il trials with SIK2/3 inhibitor GLPG3970
in SLE and Sjogren's are still ongoing for which results should be available
in Q2'22.

Less emphasis on transformative BD. While management previously
stated that it is focused to "identify and execute on a transformative
opportunity", language has now been toned down to "diligently evaluating"
business development opportunities. We look forward to understanding to
what extent the previously stated urgency has changed in the call later
today (14:00 CET).

Table 1 - Galapagos expected newsflow

Drug/product Indication Event Timing Up/Downside
Filgotinib Safety (male toxicity)  Data phase Il MANTA/MANTA-Ray trials - 52 weeks H2'21 +30% /-5%
GLPG4399 Healthy volunteers Start phase | H2'21 -
GLPG3121 Healthy volunteers Data phase | (JAKVTYK2) Q421
Filgotinib Ulcerative colitis EMA review process conclusion Q421
Filgotinib Ulcerative colitis Japan review process conclusion Q122
GLPG3667 Psoriasis Start phase IIb H1'21
GLPG3667 Ulcerative colitis Start phase lia H1'21
GLPG0555 Osteoarthritis Data phase I/11 (JAKT) H1'22 =
GLPG3970 Systemic lupus erythen Data phase Il TAPINOMA (SIK2/3) H1'22 +-5%
GLPG3970 Sjogren’s syndrome  Data phase Il GLIDER (SIK2/3) H1'22 +-5%
Filgotinib Crohn's disease Data phase Il DIVERSITY H122 +-10%
GLPG2737 ADPKD Data phase I H2'22 +-3%
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Disclosures

Analyst certifications

The views expressed in this report accurately reflect the views of the research department of Kempen, on whose behalf the analyst(s) mentioned on the cover or the inside cover page of this
report has been preparing this report, about the subject issuer and the securities of the issuer and/or other subject matters. No part of the compensation of the analyst(s) was, is or will be directly
or indirectly related to the specific recommendations or views contained in this research report. The analyst(s) responsible for preparing this research report received compensation that is based
upon various factors including Kempen's total revenues, a portion of which are generated by Kempen's investment banking activities.

Regulatory disclosure

Companies mentioned in this report
Kempen & Co and/or its affiliates has received compensation from Galapagos for the provision of investment banking or financial advisory services in the last 12 months.

For actual disclosures on all equities, please navigate to https://research.kempen.com and click on the company page.

Rating structure

Definitions

Method Company reports include a discussion of valuation methods used in order to determine Price Targets.The resulting conclusions lead to a Rating as below.
Sell Expected negative total return of 0% or more on a 12 month basis.

Neutral Expected total return between 0% and 10% on a 12 month basis.

Buy Expected positive total return of 10% or more on a 12 month basis.

Under Review Rating and/or Price Target are Under Review in case Kempen & Co Research is actively reviewing its Rating and/or Price Target of the subject company. The previous Rating
and/or Price Target, if any, are no longer in effect, may be subject to change and should not be relied upon.

Not rated Rating and/or Price Target are suspended in case there is insufficient basis for determining a rating and/or price target. The previous Rating and/or Price Target, if any, are
no longer in effect for this stock and should not be relied upon.

Drop Coverage Kempen & Co Research is no longer actively covering this specific stock. Any previous Rating and Price Target, if any, are no longer in effect for this stock and should
not be relied upon.

Price target Expected share price in 12 months.
Rating distribution

Rating Count (% of total coverage) % of investment banking clients|
BUY 105 (54%) 74%
NEUTRAL 77 (40%) 23%
SELL 12 (6%) 3%
Total 194 (100%) 100%

Rating distribution based on data of 06 August 2021.

Sustainability screening

All companies under research coverage by Kempen & Co are systematically screened on ESG (Environmental, Social, and Governance) issues by GES Investment Services (www.ges-
invest.com ). Kempen & Co uses internationally-accepted standards as the basis for engagement efforts. In that respect the UN Global Compact offers a globally-recognised framework for
environmental, social and governance policies and practices. We have extended the list of UN conventions and treaties to a comprehensive set of guidelines that is relevant for global investment.
Alleged violations of international conventions will be a reason for the Research team of Kempen & Co to start a dialogue (engagement) with the company.
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This report has been prepared by the Research Department of Kempen & Co solely for information to its
clients. It is not intended as an offer or solicitation for the purchase or sale of any financial instrument.

This report is based on information that we consider reliable, but we do not represent that it is accurate or
complete, and it should not be relied on as such. Opinions expressed are our current opinions and ratings
as of the date appearing on this report only. For our valuations and the underlying assumptions used to
evaluate financial instruments or issuers or to set price targets, we use our proprietary Kempen & Co valuation
methodology. For more details, please visit research.kempen.com or contact your Kempen & Co Research
representative. This report has been produced independently of the Company and the forecasts, opinions and
expectations contained herein are entirely those of Kempen & Co. In preparing this report Kempen & Co may
have discussed its contents with the subject company; any amendments to this report resulting from such
discussions have only been made to ensure factual accuracy.

We endeavor, but have no obligation, to update the information discussed in this report on a reasonable basis
but regulation, compliance or other reasons may prevent us from doing so.

ANY INVESTMENTS REFERRED TO HEREIN MAY INVOLVE SIGNIFICANT RISK, ARE NOT
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or other factors. Past performance is not indicative of future results. Neither Kempen & Co nor any of its
officers or employees accept any liability for any direct or consequential loss arising from any use of this report
or its contents.
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the basis of Article 2.11 of the Dutch Financial Supervision Act (Wft). Van Lanschot Kempen is also registered
as financial institution with the Netherlands Authority for the Financial Markets (AFM) in Amsterdam.

THIS REPORT IS DISTRIBUTED TO AND IS EXCLUSIVELY INTENDED FOR ITS RECIPIENT. EACH
RECIPIENT, BY ITS ACCEPTANCE HEREOF, ACKNOWLEDGES THAT HE WILL NOT PASS ON THIS
REPORT TO ANY OTHER PERSON. THE CONTENTS OF THIS REPORT MAY NOT BE REPRODUCED,
REDISTRIBUTED OR COPIED, IN WHOLE OR IN PART, BY ANY PERSON FOR ANY PURPOSE WITHOUT
THE PRIOR WRITTEN PERMISSION OF KEMPEN & CO AND KEMPEN & CO ACCEPTS NO LIABILITY

WHATSOEVER FOR THE ACTIONS OF OTHERS IN THIS RESPECT. Netherlands

Van Lanschot Kempen N.V.
The distribution of this report in certain jurisdictions may be restricted by law, and recipients into whose

possession this comes should inform themselves about, and observe, any such restrictions. Beethovenstraat 300

This report is only intended for distribution in the United Kingdom to, and is only directed at, (i) persons who P.O. Box 75666
have professional experience in matters relating to investments, (ii) persons who fall within Article 49(2)(a) to
(d) ("high net worth companies, unincorporated associations etc.") of the Financial Services and Markets Act 1070 AR Amsterdam
2000 (Financial Promotion) Order 2001 (as amended), and (iii) persons to whom it may otherwise lawfully be .

+
distributed and any investment or investment activity to which it relates is available only to such persons. This Tel.: +31 (0) 20 348 8000
report should not be distributed or passed on, directly or indirectly, to any other person in the United Kingdom
and any other person should not rely or act on it.

USA

This report is distributed in the United States of America solely to "major US institutional investors" as defined
in Rule 15a-6 of the U.S. Securities Exchange Act of 1934 and may not be furnished to any other person in Kempen & CoU.SA,, Inc
the United States. Each U.S. recipient by its acceptance hereof warrants that it is a "major US institutional .
investor" as defined, understands the risks involved in dealing in securities or any financial instrument and 880 Third Avenue 17th Floor
shall not distribute nor provide this report, or any part thereof, to any other person. Any U.S. recipient wishing
to effect a transaction in any security or other financial instrument discussed in this report, should do so New York, NY 10022
by contacting Kempen & Co USA, Inc. Kempen & Co USA, Inc is the U.S. broker-dealer subsidiary of Van

Y g remp it v Tel.: +1 212 376 0130

Lanschot Kempen N.V. and is a member of FINRA.

Investors outside the United States and United Kingdom are encouraged to contact their local regulatory
authorities to determine whether any restrictions apply to their ability to purchase investments to which this
report refers.

Van Lanschot Kempen Research




