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MANTA May Not Have Been the FDA Mantra After All
Filgotinib NDA by YE19 is an upside surprise. As highlighted in our prior notes, it was our position that the MANTA
program should not have any bearing on the older RA patient population and remains more relevant to the UC/
Crohn’s patients. Hence, the outcome of the post-FINCH program meeting with the FDA, culminating in a potential
NDA filing for filgotinib in the U.S., disclosed by partner Gilead (GILD; not rated) on July 1, 2019, after the markets
close, while not surprising, should come as a significant relief, by narrowing commercial lead time vs. Abbvie (ABBV;
not rated). Beyond the RA-centric launch, the UC Phase 3 program is now fully recruited and there are two filgotinib-
centric POC data events during 2H19, including Sjogren’s and cutaneous lupus erythematosus. Beyond these, it is
all about the maturing pipeline with insights into the ongoing Phase 3 IPF program, and recruitment completion to its
850+ patient Phase 2 program in osteoarthritis (OA). Given the anticipated catalysts over the next 12 to 24 months
encompassing multiple Phase 2 and 3 readouts, additional programs advancing into the pivotal-stage, along with
enhanced visibility garnered from the likely commercialization of filgotinib, all supported by a robust cash balance
of roughly $1.37B, the stock is likely to have multiple value drivers over the near-to-intermediate term, in our view.
Beyond filgotinib, which is being investigated in 10-plus indications spanning Phase 3 and 2 programs, we note:
(1) an unencumbered IPF franchise spanning two novel compounds in Phase 3 and 2; (2) an 850-plus patient,
potentially disease-altering Phase 2 program in OA with GLPG1972 (‘1972) for which Galapagos owns the U.S.
rights. Other pipeline assets that are likely to deliver clinical news flow include: (1) a partnered Phase 2 program in
atopic dermatitis; and (2) 20-plus early-stage programs targeting various inflammation and fibrosis-related maladies,
which together we think give Galapagos one of the broadest, yet focused small molecule programs in biotechnology.

Valuation and risks to our investment thesis. Our 12-month, $150 price target on shares of Galapagos is derived
from a 13-year DCF-based, sum-of-the-parts analysis. Our DCF is driven by: beta of 1.34, terminal growth rate of
-3.0%, risk premium of 4.93%, calculated WACC of 9.3%, and tax rate of 20% beginning in FY 2025. Filgotinib
(66%), GLPG1690 (11%), GLPG1972 (11%) together make up 88% of our value, with the remainder derived from
the probability-adjusted, filgotinib-associated milestone payments. For filgotinib, we assume POS in the range of:
75% (upped from 65% previously) for RA based on the FINCH 1 and 3 clinical updates released post close on
March 28, 2019, 65% for UC, and 60% for CD, PsA and AS each, whereas for ‘1690 and ‘1972, we assign a 35%
and 10% POS, respectively. Note, filgotinib, in our view, did not materially underperform upadacitinib in the FINCH
1 and 3 studies, which we assigned a low probability outcome due to its competitive profile, along with our $2.9B
in 2027 sales estimate for the RA segment. Other key risks include: emergence of safety concerns, clinical risks,
regulatory risks, and financial risks. Furthermore, regulatory and commercial strategy for filgotinib is under the control
of partner, Gilead, not an established player in autoimmune indications. Hence, Gilead may not be able to drive
rapid adoption of filgotinib, especially if the overall profile is relatively undifferentiated from AbbVie’s upadacitinib, in
our view. Hence, our estimates could be negatively impacted if AbbVie successfully leverages its market positioning
with Humira during the launch of upadacitinib, which is likely to be a year ahead of filgotinib. The next two value
drivers for Galapagos are GLPG1690 and GLPG1972 programs, both of which are high-risk, high-reward programs
given the checkered history of drug development of each target. Hence, there are significant clinical risks associated
with these programs, which we believe are adequately reflected in our POS assumptions.
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Exhibit 1: Weighted Contribution of Individual Disease Segments to Target

Source: H.C. Wainwright & Co. estimates.
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Important Disclaimers

This material is confidential and intended for use by Institutional Accounts as defined in FINRA Rule 4512(c). It may also
be privileged or otherwise protected by work product immunity or other legal rules. If you have received it by mistake,
please let us know by e-mail reply to unsubscribe@hcwresearch.com and delete it from your system; you may not copy
this message or disclose its contents to anyone. The integrity and security of this message cannot be guaranteed on
the Internet.
H.C. WAINWRIGHT & CO, LLC RATING SYSTEM: H.C. Wainwright employs a three tier rating system for evaluating
both the potential return and risk associated with owning common equity shares of rated firms. The expected return
of any given equity is measured on a RELATIVE basis of other companies in the same sector. The price objective is
calculated to estimate the potential movements in price that a given equity could reach provided certain targets are
met over a defined time horizon. Price objectives are subject to external factors including industry events and market
volatility.

RETURN ASSESSMENT
Market Outperform (Buy): The common stock of the company is expected to outperform a passive index comprised
of all the common stock of companies within the same sector.
Market Perform (Neutral): The common stock of the company is expected to mimic the performance of a passive index
comprised of all the common stock of companies within the same sector.
Market Underperform (Sell): The common stock of the company is expected to underperform a passive index
comprised of all the common stock of companies within the same sector.

Rating and Price Target History for: Galapagos NV (GLPG-US) as of 07-01-2019
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Investment Banking Services include, but are not limited to, acting as a manager/co-manager in the underwriting
or placement of securities, acting as financial advisor, and/or providing corporate finance or capital markets-related
services to a company or one of its affiliates or subsidiaries within the past 12 months.

Distribution of Ratings Table as of July 1, 2019
IB Service/Past 12 Months

Ratings Count Percent Count Percent
Buy 333 92.50% 122 36.64%
Neutral 25 6.94% 4 16.00%
Sell 0 0.00% 0 0.00%
Under Review 2 0.56% 0 0.00%
Total 360 100% 126 35.00%

H.C. Wainwright & Co, LLC (the “Firm”) is a member of FINRA and SIPC and a registered U.S. Broker-Dealer.

I, Debjit Chattopadhyay and Earl DeSouza , certify that 1) all of the views expressed in this report accurately reflect my
personal views about any and all subject securities or issuers discussed; and 2) no part of my compensation was, is,
or will be directly or indirectly related to the specific recommendation or views expressed in this research report; and 3)
neither myself nor any members of my household is an officer, director or advisory board member of these companies.

None of the research analysts or the research analyst’s household has a financial interest in the securities of Galapagos
NV (including, without limitation, any option, right, warrant, future, long or short position).
As of May 31, 2019 neither the Firm nor its affiliates beneficially own 1% or more of any class of common equity
securities of Galapagos NV.
Neither the research analyst nor the Firm has any material conflict of interest in of which the research analyst knows
or has reason to know at the time of publication of this research report.
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The research analyst principally responsible for preparation of the report does not receive compensation that is based
upon any specific investment banking services or transaction but is compensated based on factors including total
revenue and profitability of the Firm, a substantial portion of which is derived from investment banking services.

The Firm or its affiliates did not receive compensation from Galapagos NV for investment banking services within twelve
months before, but will seek compensation from the companies mentioned in this report for investment banking services
within three months following publication of the research report.

The Firm does not make a market in Galapagos NV as of the date of this research report.

The securities of the company discussed in this report may be unsuitable for investors depending on their specific
investment objectives and financial position. Past performance is no guarantee of future results. This report is offered
for informational purposes only, and does not constitute an offer or solicitation to buy or sell any securities discussed
herein in any jurisdiction where such would be prohibited. This research report is not intended to provide tax advice or
to be used to provide tax advice to any person. Electronic versions of H.C. Wainwright & Co., LLC research reports are
made available to all clients simultaneously. No part of this report may be reproduced in any form without the expressed
permission of H.C. Wainwright & Co., LLC. Additional information available upon request.

H.C. Wainwright & Co., LLC does not provide individually tailored investment advice in research reports. This research
report is not intended to provide personal investment advice and it does not take into account the specific investment
objectives, financial situation and the particular needs of any specific person. Investors should seek financial advice
regarding the appropriateness of investing in financial instruments and implementing investment strategies discussed
or recommended in this research report.

H.C. Wainwright & Co., LLC’s and its affiliates’ salespeople, traders, and other professionals may provide oral or written
market commentary or trading strategies that reflect opinions that are contrary to the opinions expressed in this research
report.

H.C. Wainwright & Co., LLC and its affiliates, officers, directors, and employees, excluding its analysts, will from time to
time have long or short positions in, act as principal in, and buy or sell, the securities or derivatives (including options
and warrants) thereof of covered companies referred to in this research report.

The information contained herein is based on sources which we believe to be reliable but is not guaranteed by us as
being accurate and does not purport to be a complete statement or summary of the available data on the company,
industry or security discussed in the report. All opinions and estimates included in this report constitute the analyst’s
judgment as of the date of this report and are subject to change without notice.

Securities and other financial instruments discussed in this research report: may lose value; are not insured by the
Federal Deposit Insurance Corporation; and are subject to investment risks, including possible loss of the principal
amount invested.
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