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Fair Value Under Review

Transgene’s vast restructuring plan underway

CORPORATE

Having announced yesterday the initiation of its phase Ill study evaluating single-agent PexaVEC as a
treatment for liver cancer, Transgene provides a strategic development plan refocusing the company
on R&D. The latter includes five phase Il trials for TNG4010 and Pexa-Vec in combination with
immune checkpoint inhibitors. From a financial standpoint, (i) the restructuring plan has been
finalised and should represent EUR7.5m of incurred costs and (ii) EUR30m of financing from both the
Mérieux Institute and the European Investment Bank have been secured. This should offer financial
visibility to the company until late 2017.

ANALYSIS

While management put the emphasis on early stage pipeline a few months ago with the
nomination of a new CMO, we are pleased to see that Transgene’s late stage pipeline is back
under the spotlight. In its strategic update, the company announces that it is willing to initiate five
phase Il trials for TG4010 and Pexa-Vec, both in combination with immune checkpoint inhibitors,
by mid-2016.

We highlighted yesterday the rationale of an exploratory trial to evaluate PexaVEC in combination
with nivolumab (an anti-PD-1) in liver cancer as we see interesting synergies/complementarities
between these two therapeutic approaches; the first one boosting the innate immune response
and upregulating the expression of PD-L1 (and thus increasing the probability of response to these
checkpoint blockers), while the second one disinhibits the adaptive response (CD8+ T lymphocytes
more precisely). As a reminder, Amgen’s Imlygic (talimogene laherparepvec) in combination with
ipilimumab (an anti-CTLA-4) generated an ORR of 50% in advanced melanoma.

TG4010 will be evaluated (i) in combo with an immune checkpoint in non-small cell lung cancer
(undoubtedly nivolumab as it is set to become the next standard in this very indication), (ii)
through two trials involving newly diagnosed patients and the second line. And it goes without
saying that future data (ORR and/or PFS) will be key in the future discussions with potential
partners. As a reminder, Bavarian Nordic (which is also developing a cancer vaccine called
ProstVAC) did ink in a collaboration agreement with BMS back in 2014 thanks to phase Ib data
evaluating its lead compound with ipilimumab in prostate cancer.

The restructuring plan aiming at reducing 120 FTE (out of 285) and announced in June 2015
(please see here) has now been finalised and should amount to EUR7.5m which is lower than our
initial estimations. The latter should reduce the company’s annual cash burn from EUR45/50m to
~EUR25m. More importantly, TNG has secured EUR30m of financing from both the European
Investment Bank (2/3) and the Mérieux Institute (1/3). Added to the EUR46.5m in cash and cash
equivalents as of Sept. 2015, this should offer financial visibility until late 2017, enabling the
company to refocus on its pipeline. Recall that R&D costs linked to Pexa-Vec phase Il trial will be
borne by Sillajen while TNG will be responsible for approval and commercialisation in Europe.

NEXT CATALYSTS

H2 2017: first clinical results for TG4010 and PexVEC in combination with an immune checkpoint
inhibitor (response rates?).

Click here to download document
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating

Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of
elements including a SWO'T analysis, positive momentum, technical aspects and the sector backdrop. Every subsequent published update on the stock
will feature an introduction outlining the key reasons behind the opinion.

Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key
reasons behind the opinion.

Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of

elements including a SWO'T analysis, positive momentum, technical aspects and the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.

BUY ratings 72%

Distribution of stock ratings

NEUTRAL ratings 0% SELL ratings 28%

Research Disclosure Legend

1 Bryan Garnier shareholding | Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a No
in Issuer shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company
that is the subject of this Report (the “Issuer”).
2 Issuer shareholding in Bryan | The Issuer has a shareholding that exceeds 5% of the paid up and issued shate capital of one or more members | No
Garnier of the Bryan Garnier Group.
3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are | No
significant in relation to this report
4 Market maker or liquidity A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or No
provider in any related derivatives.
5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager YES
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives.
6 Investment banking A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the | YES
agreement Issuer relating to the provision of investment banking services, ot has in that period received payment or been
promised payment in respect of such services.
7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of No
this Report.
8 Analyst receipt or purchase The investment analyst or another person involved in the preparation of this Report has received or purchased No
of shares in Issuer shares of the Issuer prior to a public offering of those shares.
9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Repott is tied No
to investment banking transactions performed by the Bryan Garnier Group.
10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing YES
corporate finance services to the issuer or may expect to teceive or intend to seek remuneration for corporate
finance services from the Issuer in the next six months.
11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the No
securities or derivatives of the Issuer.
12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the No
securities or derivatives of the Issuer.
13 Bryan Garnier executive is A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s No
an officer household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or
subsidiaties. The name of such person or persons is disclosed above.
14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the tesearch, nor the timing of the publication of | Yes
the research has been influenced by any knowledge of clients positions and that the views expressed in the
report accurately reflect his/her personal views about the investment and issuer to which the report relates and
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific
recommendations or views expressed in the repott.
15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, No
price target/spread and summary of conclusions removed).

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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Important information

This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605
512. Bryan Garnier & Co Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the
London Stock Exchange. Registered address: Beaufort House 15 St. Botolph Street, London EC3A 7BB, United Kingdom

This report has been prepared solely for informational purposes and is intended only for use by the designated recipient(s).

This report is non-independent research within the meaning of the FCA rules. This report is not being held out as an objective or independent explanation of
the matters contained within it and has been sent to you for marketing purposes only and should not be treated as such. This report has not been prepared in
accordance with the legal requitements designed to promote the independence of investment research. Bryan Garnier & Co Limited is not subject to any
prohibition on dealing ahead of the dissemination of investment research.

This information was obtained from sources we believe to be reliable, but its accuracy is not guaranteed. All information is subject to change without notice.
This does not constitute a solicitation or offer to buy or sell securities or any other instruments, or a recommendation with respect to any security or
instrument mentioned herein. This is not a confirmation of terms of any transaction. No representations are made herein with respect to availability, pricing, or
performance. Additional information available on request.

This document should only be read by those persons to whom it is addressed and is not intended to be relied upon by any person without subsequent written
confirmation of its contents. If you have received this e-mail message in error, please destroy it and delete it from your computer. Any form of reproduction,
dissemination, copying, disclosure, modification, distribution and/ot publication of this e-mail message is strictly prohibited.

Please note that any views or opinions presented in this e-mail are solely those of the author and do not necessarily represent those of Bryan Garnier & Co
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