Lodge Partners Research
ABN: 25 053 432 769
AFSL: 246271

12 Month Target

BUY

$4.20

Price

$0.73

Implied Return

475%

Marc Sinatra
+61 3 9200 7050 I m.sinatra@lodgepartners.com.au

ASX Code:
Price:
Shares on Issue:
Market Capitalisation:
Enterprise Value
12-Month Price Range:
Monthly volume (shares, Mar 15)

BLT
$0.73
116m
$85m
$58m
$0.52 – $1.84
2.8m

Comparable Companies
EV (AUD)1

1
2
3

Last
Report2

This
Report3

Alnylam Pharmaceuticals

$4.0b

$10.2b

Regulus Therapeutics

$200m

$933m

Tekmira Pharmaceuticals

$135m

$385m

Arrowhead Research Corp

$538m

$357m

Silence Therapeutics

$160m

$239m

Enterprise value
As of 29 May 2014
As of 8 April 2015

Directors & Chief Executive
Mr Peter Francis
Dr Peter French
Mr Kevin Buchi
Dr John Chiplin
Mr Iain Ross

Non-Executive Chairman
Chief Executive Officer
Non-Executive Director
Non-Executive Director
Non-Executive Director

Major Shareholders
RA Capital Management
Dr Christopher Bremner
Dalit Pty Ltd

Share Price Chart

TT-034 Trial: shRNA Expression Detected
Recommendation: BUY rating and 12-month price target of
$4.20 (+31%; previously $3.20).

Company Details

Company

Benitec Biopharma (BLT)

10.5%
7.0%
5.0%

Event: Benitec has announced that the expression of the three short
hairpin RNAs (shRNAs) encoded by the company’s hepatitis C virus
(HCV) therapeutic, TT-034, have been detected in each of the liver
biopsies obtained from the three patients biopsied so far. The fourth
patient is yet to be biopsied. Importantly, the company also reports that
no treatment-related serious adverse events have been reported to date.
Comment: Once appropriately inserted in a cell, the science behind
DNA-directed RNA interference (ddRNAi) is extremely well understood.
The hurdle has always been getting the drug into the appropriate position
in the appropriate cells.
For TT-034 to have a clinical effect, the DNA construct it contains must
make it into the nucleus of the liver cells of the HCV patient. Once the
construct is in the nucleus of the cell, the cell’s own machinery makes the
shRNAs from the construct, ultimately degrading HCV in the cell.
By finding the expression of the three shRNAs in the liver biopsies of
treated patients, the company has demonstrated that the viral vector
used in TT-034 is delivering the construct into liver cells and the
construct is being transported to the nucleus, where the nuclear
machinery is producing shRNAs from it. It is then largely a dosing
issue before HCV viral knockdown is observed at detectable levels.
This is a major achievement for the company and a significant positive
signal that TT-034 will be able to reduce HCV viral loads when patients
are given higher dosages of the drug later in the current phase I/IIa trial.
The finding that there have been no serious treatment-related adverse
events is also significant, as gene therapies, like TT-034, are highly
scrutinised in terms of safety.
Today’s announcement by Benitec bodes very well for the company, the
prospects of TT-034 and their general ddRNAi technology.
Comparable Valuation: Of the comparable RNAi companies we use,
only Arrowhead Research has declined (-66%) in enterprise value (EV)
since our last report; Alnylam (+160%), Regulus (+399%), Tekmira
(+172%) and Silence (46%) are up strongly. The major catalysts for
these moves in select cases have been:
 Arrowhead: Disappointing hepatitis B virus (HBV) trial results;
 Tekmira: A shift to becoming a HBV focused company; and
 Regulus: Promising, but not one shot cure, clinical trial results in HCV.
Relative to Tekmira and Arrowhead, Benitec looks extraordinarily cheap
with an enterprise value of $58m. It should also be noted that Regulus is
up 150% since it announced its HCV trial results.
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Valuation: A comparable EV for Benitec of $400 million looks
reasonable, given the quality of today’s announcement, the comparable
values of Tekmira and Arrowhead, the fact that Benitec also has a HBV
therapeutic nearing the clinic and the market’s reaction to Regulus’ HCV
therapeutic results. Adding in cash of $26.9m and rolling the resultant
number forward by a discount rate of 15%, we arrive at a 12-month
price target for Benitec of $4.20 per share. Catalysts will be continued
results from the company’s phase I/IIa HCV trial and potential partnering
announcements.
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Benitec Biopharma
Disclaimer
In accordance with section 949A of the Corporations Act 2001, any recipient of the information contained in this document should note that information
is general advice in respect of a financial product and not personal advice. Accordingly the recipient should note that: (a) the advice has been prepared
without taking into account the recipient's objectives, financial situations or needs; and (b) because of that, the recipient should, before acting on the
advice, consider the appropriateness of the advice, having regard to the recipient's objectives, financial situation and needs.
Although Lodge Partners Pty Ltd ("Lodge") consider the advice and information contained in the document is accurate and reliable, Lodge has not
independently verified information contained in the document which is derived from publicly available sources. Lodge assumes no responsibility for
updating any advice or recommendation contained in this document or for correcting any error or admission which may become apparent after the
document has been issued. Lodge does not give any warranty as to the accuracy, reliability or completeness of advice or information which is contained
in this document. Except in so far as liability under any statute cannot be excluded, Lodge, its employees and consultants do not accept any liability
(whether arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether
direct, indirect, consequential or otherwise) suffered by the recipient of this document or any other person.
Lodge, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Act 2001 may receive commissions from
transactions involving financial products referred to in this document and may hold interests in financial products referred to in this document.

General Securities Advice Warning
This report is intended to provide general securities advice. In preparing this advice, Lodge did not take into account the investment objectives, the
financial situation and particular needs of any particular person. Before making an investment decision on the basis of this advice, you need to consider,
with or without the assistance of a securities adviser, whether the advice is appropriate in light of your particular investment needs, objectives and
financial circumstances.
Explanation of Lodge Partners recommendation system:
Recommendations are assessments of each Lodge Partners Analyst's view of potential total returns over a 1 year period.
Expected total Return is measured as (capital gain (or loss) + dividend)/purchase price
We have divided our recommendations into three main categories:
Buy: Expected Total Return in excess of 15% over a 1 year period.
Hold: Expected Total Return between 0% and 15% over a 1 year period.
Sell: Expected Total Return less than 0% over a 1 year period.

Analyst Verification
I verify that I Marc Sinatra, have prepared this research report accurately and that any financial forecasts and recommendations that are expressed are
solely my own personal opinions. In addition, I certify that no part of my compensation is or will be directly or indirectly tied to the specific recommendation
or financial forecasts expressed in this report.
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