Destiny Pharma

XF-73 green light for the fast track

Destiny Pharma (DEST) has confirmed that its

antimicrobial XF-73, has been granted FDA Fast Track Designation in the new

lead candidate, topical
FDA-backed indication - prevention of post-surgical staphylococcal infection.
Following the recent Investigational New Drug (IND) opening, XF-73 is due to
enter Phase IIb studies this year, positioning it as a potential first-to-market

product in the indication.

Fast track designation is one of a range of incentives granted under Qualified
Infectious Disease Product (QIDP) status granted to XF-73. QIDP supports the
development of drugs against priority pathogens, such as S aureus, including
methicillin-resistant Staphylococcus aureus - MRSA.

o XF-73 is the lead product from DEST’'s XF series and is a topical gel for nasal
administration and the first candidate from the XF group, which collectively have
demonstrated activity against a wide spectrum of bacteria tested. These include
eight of the twelve pathogens that appear on the priority list classified by the Centers
for Disease Control and Prevention (CDC) and the World Health Organisation (WHO).

«  Over the course of five clinical studies in 216 total subjects, of whom 166 received
XF-73, it was shown to rapidly kill S aureus. XF-73 is active against a wide spectrum
of bacteria - including MRSA, the life-threatening, drug-resistant form of S aureus
- as well as its susceptible form, MSSA. Significantly, in preclinical studies five
of the world’s major MRSA strains tested, failed to generate resistance to
XF-73 even after more than 55 exposures to the product. If approved, this
could help overcome the urgent issue of antimicrobial resistance (AMR), providing a

key commercial advantage for XF-73.

» We calculate that the value of the primary market for XF-73 alone is ¢ $1.2bn -
counting the six million patients classed as high risk who are also carriers of S aureus
(based on data from US National Center for Health Statistics). In our view the low
potential for resistance means that XF-73 should also be widely adopted for the c12
million high-risk non-carriers of S aureus. There appears to be limited competition
in later stage pipelines in the preventative space and, with no approved drugs in the

US, XF-73 could set a new standard and gain a strong foothold in the market.

We reiterate our DCF valuation of Destiny Pharma at £115m, or 263p / share,
including our estimated end December 2017 net cash of £16.8m. On our forecasts DEST
is well funded to cover the Phase IIb program with XF-73, as well as to cover its initial

work on the follow-on pipeline, taking our estimated cash reach to the end of 2020.

Our valuation includes only XF-73 in the lead indication, so that the entry of preclinical
candidates into human studies provides pure upside. Other news flow and developments
to watch for include the start of clinical trials or announcements on policy-led incentives

supporting antimicrobial development.
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Description

Destiny Pharma is a UK-based clinical
stage developer of medicines for the
prevention and treatment of infections
caused by drug-resistant bacteria.

There are four candidates from the XF
Drug series in development, the most
advanced is on track to enter Phase Ilb
studies in 2018 in the Prevention of
postsurgical Staphylococcal infection.

News flow

Phase Ilb trial start with XF-73 in
Prevention of post-surgical
staphylococcal infection, 2018.

Entry of preclinical candidates into
human studies or news on pipeline
prioritisation.
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Equity Development Limited is regulated by the Financial Conduct Authority

Equity Development Limited (‘"ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in
the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has
taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as
to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the
United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document
or any of its contents. Research on its client companies produced and distributed by ED is normally commissioned and paid for
by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the
FCA, but is ‘objective’ in that the authors are stating their own opinions. This document is prepared for clients under UK law.
In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are
therefore more likely to carry a higher degree of risk than main market companies.

This report is being provided to relevant persons by ED to provide background information about Destiny Pharma. This document
does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or solicitation of, or
invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form
the basis of, or be relied on in connection with, any contract or commitment whatsoever. Self certification by investors can be
completed free of charge at www.fisma.org

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors
or persons connected may have in the future, or have had in the past, a material investment in the Company.

More information is available on our website

www.equitydevelopment.co.uk

Equity Development, 15 Eldon Street, London, EC2M 7LD. Contact: info@equitydevelopment.co.uk 0207 065 2690
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