Mendus AB

20.5.2024 07:30

Antti Siltanen
+358 45 119 6869
antti.sittanen@inderes fi

ind
9 Inderes corporate customer I n e
IesS.



AML development on track

Q1 Ethics Committee approval cleared the way for Mendus and partner ALLG to start patient recruitment for the
CADENCE trial in acute myeloid leukemia (AML) in Q2'24. In parallel, Mendus is building readiness for a pivotal-
stage trial in AML supported by positive FDA feedback received during Q1. These key developments are
supported by secured cash runway until Q3’'25. We make minor adjustments to our estimates with no tangible
impact to our DCF valuation of SEK 0.7. We raise our recommendation to Buy based on the widened gap
between the market price and our DCF model and reiterate our target price of SEK 0.7.

Phase Il AML trial CADENCE to start recruiting in Q2

The Human Research Ethics Committee approved the plans for the Phase Il AMLM22-CADENCE trial to study
vididencel in combination with standard-of-care as AML maintenance therapy. To our understanding, patient
recruitment for the trial has already started or will start soon by Mendus’ partner Australasian Leukaemia and
Lymphoma Group ALLG. The first stage of the trial will enroll 40 patients, half of whom wiill receive vididencel in
combination with standard-of-care oral azacitidine (Onureg®) and half of whom will receive Onureg® alone. An
additional 100 patients are planned to be enrolled in the second stage. We expect a data readout from the first
stage in mid-2025.

In parallel, the company is also building readiness for a pivotal-stage trial in AML by H2°25. This includes upscaling

vididencel manufacturing in partnership with NorthX Biologics, which according to Mendus is progressing on
schedule and within budget. We believe the CADENCE data readout and pivotal-stage readiness are achievable
with the financing already in place. Mendus' cash runway is until Q3'25, strengthened by a 317 MSEK financing
round in summer 2023 and the recent 69 MSEK exercise of TO3 warrants.

In 2024 we expect a readout in the ovarian cancer ALISON trial and an update on ilixadencel plans

As announced earlier, the company has finalized patient recruitment in December 2023 for the Phase | trial of
vididencel with standard-of-care for ovarian cancer. Mendus expects to report data on the trial during 2024
including a primary readout in H2’24. The trial aims to explore the safety and feasibility of vididencel as a

maintenance treatment for ovarian cancer. As for the second clinical product ilixadencel, Mendus is preparing for a

Phase Il trial in soft-tissue sarcomas. According to the Q1report, Mendus is in advanced-stage discussions with
potential collaborators to undertake the trial. Mendus also highlighted preclinical progress with the NK cell
platform although taking this approach to the clinical stage is not yet timely.

Risk/reward ratio is attractive as Mendus moves towards late-stage clinical development

Our estimates remain largely unchanged with no tangible effect on our DCF model, which indicates a net present
value of SEK 0.7 per share. Relative valuation continues to be in line with the Nordic Phase Il immuno-oncology
peers. In our view, the absolute valuation of the peer group is on the low side providing upside if the overall
market environment improves. The stock’s valuation has become more attractive due to the depreciation in the
share price after our recent Initiation of Coverage. The possibility of a favorable partnering deal or Mendus
becoming an acquisition target brings an additional positive option for investors to realize value. We see a
favorable risk/reward ratio that supports a positive recommendation.
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Mendus does not provide guidance.
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21| Value drivers

l/

+ Urgent need for new cancer treatments

+ Target market is estimated to grow to 9.5
billion by 2030 (CAGR >8%)

+ Very defensive sector with potential for high
profitability

+ Potential for globally sold products with
annual revenue potential estimated in several
billions SEK per indication.

» Potential can also materialize through a
partnering agreement or an M&A deal.

5/2:

A Risk factors

Therapy development requires substantial
upfront investment

Failed development is likely to result in
permanent loss of invested capital

Success depends on the safety and efficacy of
the therapy candidates, which may prove to be
insufficient in clinical trials

Even if market entry is successful, the market
share, sales price and royalties involve significant
uncertainties

Valuation
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R&D costs were above our expectations

Estimates vs. actualized Q124

* Operating costs were above our expectations leading to an EBIT miss

* The miss was due to higher-than-anticipated R&D costs. However, we expect
these costs to vary from quarter to quarter.

* Cash position at the end of Q1 was 88 MSEK. After the end of Q1, the excercise
of TO3 warrant brought in another 69 MSEK of cash.

* Mendus reiterated cash runway until Q3'25. Our estimates are in line with the
company guidance.

Listen to the Q124 webcast

Estimates Q1'23 Q1'24 Q1'24e Q1'24e Consensus Difference (%) 2024e
MEUR / EUR Comparisor Actualized Inderes Consensus Low High Act. vs. inderes Inderes
Revenue 0,0 0,00 0,0 0,0
EBITDA -31,2 -35,32 -28,6 23 % -127,3
EBIT -29,6 -35,32 -28,6 23 % -127,3
Mendus
= () e s "l el OB Audiocast with teleconference, @4,.2024

Source: Inderes



https://www.inderes.fi/videos/mendus-audiocast-with-teleconference-q1-2024
https://www.inderes.fi/videos/mendus-audiocast-with-teleconference-q1-2024

No major changes in our estimates

Adjusted estimates 2024e-2026e

* We made minor adjustments to our EBIT estimates for 2024 as the Q1 R&D
costs came in above our expectations.

*  We believe the R&D costs will fluctuate from quarter to quarter and do not see
implications for a higher cost base for the rest of the year.

*  Our 2025-2026 estimates remain unchanged as Mendus proceeds with their
plans as previously announced.

Estimate revisions 2024e 2024e Change 2025¢e 2025e Change 2026e 2026¢e Change Listen to the Q124 company interview
MEUR / EUR old New % old New % old New %
Revenue 0,0 0,0 0% 0,0 0,0 0% 0,0 0,0 0 %
EBIT -123,8 -127,3 3% -123,0 -123,0 0% -93,0 -93,0 0%
EPS (excl. NRIs) -0,13 -0,13 2% -0,13 -0,13 0% -0,10 -0,10 0%

Source: Inderes



https://www.inderes.fi/videos/mendus-q124-progress-with-main-partnerships

Reasonable valuation and secured cash position

The risk/reward ratio is attractive

We raise our recommendation to Buy based on the
widened gap between the market price and our DCF
model and reiterate our target price of SEK 0.7. Our
valuation is primarily based on the DCF model. We
also reflect Mendus' valuation relative to Nordic peers.
In addition to the free cash flow generated by product
sales, Mendus' value can also be realized through a
partnering or an acquisition deal. As the timing and
value of such deals are virtually impossible to predict,
we have not included such scenarios in our valuation
model with the exception of a partner covering Phase
[l R&D costs from 2026. We view such a partnering
deal or becoming an acquisition target as positive
options for Mendus’ investors.

Risk-adjusted DCF model indicates an upside

Our DCF model yields a net present value of SEK 0.7
per share, indicating strong upside potential for the
stock. We expect a new funding round to take place
in mid-2025 in line with Mendus' cash runway. In case
of a new share issue, the increase in the number of
shares may limit the upside by diluting the per share
metrics. However, we see a possibility for a partnering
deal that may potentially be highly value-creating for
shareholders.

We model increasing revenues that peak in 2038,
after which we expect revenues to decline as new
competing innovations may enter the market. Our
modeling extends to 2042, after which we assume
terminal growth of 2%, supported by an aging
population and increasing cancer incidence. Cash
flows are strongly negative during the clinical research
phase 2024-2028. The vast majority of cash flows are
generated during the growth phase in 2029-2038,
while the period thereafter still generates cash flows
relevant to the current valuation.

There are significant uncertainties regarding the
realization of the cash flows. Therefore, the DCF
model is inherently sensitive to the assumptions used.

Valuation is in line with Nordic peers

To complement our DCF-based valuation, we
compare the valuation of Mendus to its Nordic peers.
As a peer group, we use clinical Phase Il companies
that are developing new cancer immunotherapies or
drugs. Our peer group consists of 13 companies:
Active Biotechnology, Alligator Bioscience, Bavarian
Nordic, BerGenBio, Biolnvent International, Cantargia,
Circio Holdings, Faron Pharmaceuticals, Isofol
Medical, Lytix Biopharma, Medivir, Oncopeptides and
Ultimovacs.

We note that these peers differ significantly in terms of

target indications and other factors. The indications
affect the addressable market and sales potential, and
thus have an impact on market capitalization.
Nevertheless, we believe that the peers as a group
provide a reasonable framework for the relative
valuation of Mendus. In this comparison, we consider
Mendus a Phase Il clinical stage company based on
the Phase Il CADENCE trial.

The Nordic immuno-oncology peers in clinical Phase |l
have a median enterprise value (EV) of approx. 350 in
line with that of Mendus (348 MSEK). The highest EV
is 2,500 MSEK for Faron, a company in Phase Il
clinical trial in blood cancers and ambitions to expand
the lead asset indications into multiple solid tumors. At
the lower end of the spectrum, four companies are
valued in the range of 150-300 MSEK, highlighting the
significant spread in valuations within the sector. In
summary, we believe that Mendus is valued in line
with its Nordic peers. In our view, general biotech
valuation in the Nordics is below long-term averages.

Valuation 2024e 2025e 2026e
Share price 0,45 0,45 0,45
Number of shares, milliont 1007,2 1007,2 1007,2
Market cap 450 450 450
EV 378 504 600
P/E (adj.) neg. neg. neg.
P/E neg. neg. neg.
P/FCF neg. neg. neg.
P/B 0,7 0,9 1,0
P/S >100 >100 >100
EV/Sales >100 >100 >100
EV/EBITDA neg. neg. neg.
EV/EBIT (adj.) neg. neg. neg.
Payout ratio (%) 0,0% 0,0% 0,0%
Dividend yield-% 0,0% 0,0% 0,0%

Source: Inderes
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Valuation graphs
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Valuation table

Valuation 2019 2020 2021 2022 2023 2024e 2025e 2026e 2027e
Share price 6,82 3,95 2,22 0,52 0,45 0,45 0,45 0,45
Number of shares, millions 92,3 166,2 199,4 199,4 836,1 1007,2 1007,2 1007,2 1007,2
Market cap 133 787 443 437 450 450 450 450
EV -13,5 988 632 430 317 378 504 600 698
P/E (adj.) 0,0 neg. neg. neg. neg. neg. neg. neg. neg.
P/E 0,0 neg. neg. neg. neg. neg. neg. neg. neg.
P/FCF 0,0 neg. neg. neg. neg. neg. neg. neg. neg.
P/B 0,0 1,7 1,2 0,9 0,6 0,7 0,9 1,0 1,4
P/S 0,0 >100 >100 >100 >100 >100 >100 >100 >100
EV/Sales neg. >100 >100 >100 >100 >100 >100 >100 >100
EV/EBITDA 0,3 neg. neg. neg. neg. neg. neg. neg. neg.
EV/EBIT (adj.) 0,3 neg. neg. neg. neg. neg. neg. neg. neg.
Payout ratio (%) 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 %
Dividend yield-% 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 % 0,0 %

Source: Inderes



Income statement

Income statement
Revenue

EBITDA
Depreciation

EBIT (excl. NRI)
EBIT

Net financial items
PTP

Taxes

Net earnings

EPS (adj.)

EPS (rep.)

Source: Inderes

2021
0,0
-132,0
1,9
-130,1
-130,1
-33
-133,4
0,0
-133,4
-0,67
-0,67

2022
0,0
-138,5
4,8
-133,7
-133,7
-5,1
-138,8
0,0
-138,8
-0,70
-0,70

2023
0,0
-133,2
73
-125,9
-125,9
-1,0
-126,9
0,0
-126,9
-0,15
-0,15

Q1'24e
0,0
-35,3
0,0
-35,3
-35,3
-0,3
-35,6
0,0
-35,6
-0,04
-0,04

Q2'24e
0,0
-31,1
0,0
-31,1
-31,1
0.3
31,4
0,0
-31,4
-0,03
-0,03

Q3'24e
0,0
-30,4
0,0
-30,4
-30,4
-0,3
-30,7
0,0
-30,7
-0,03
-0,03

Q4'24e
0,0
-30,5
0,0
-30,5
-30,5
-0,3
-30,8
0,0
-30,8
-0,03
-0,03

2024e
0,0
-127,3
0,0
-127,3
-127,3
-1,2
-128,5
0,0
-128,5
-0,13
-0,13

2025e
0,0
-123,0
0,0
-123,0
-123,0
-3,0
-126,0
0,0
-126,0
-0,13
-0,13

2026e
0,0
-93,0
0,0
-93,0
-93,0
-3,0
-96,0
0,0
-96,0
-0,10
-0,10

2027e
0,0
-95,3
0,0
-95,3
-95,3
-3,0
-98,3
0,0
-98,3
-0,10
-0,10



DCF calculation

DCF model

Revenue growth-%

EBIT-%

EBIT (operating profit)

+ Depreciation

- Paid taxes

- Tax, financial expenses

+ Tax, financial income

- Change in working capital

Operating cash flow

+ Change in other long-term liabilities

- Gross CAPEX

Free operating cash flow
+/- Other

FCFF

Discounted FCFF

Sum of FCFF present value
Enterprise value DCF

- Interest bearing debt

+ Cash and cash equivalents
-Minorities
-Dividend/capital return
Equity value DCF

Equity value DCF per share

WACC

Tax-% (WACC)

Target debt ratio (D/(D+E)
Cost of debt

Equity Beta

Market risk premium
Liquidity premium

Risk free interest rate

Cost of equity

Weighted average cost of capital (WACC)

Source: Inderes

2023
0,0%

-125,9
-7.3
0,0
0,0
0,0

-63,2
-196,5
-24,6
12,9

-208,1
0,0

-208,1

2024e
0,0%

-127,3
0,0
0,0
0,0
0,0
4,2

-123,0
0,0
0,0

-123,0

69,1

-53,9

-50,3
619
619
0,0
121
0,0
0,0
740
0,7

20,6 %
0,0%
10,0 %
1,78
4,75 %
1,00 %
25%
12,0 %
12,0 %

2025e
0,0 %

-123,0
0,0
0,0
0,0
0,0
0,0

-123,0
0,0
0,0

-123,0
0,0

-123,0

-102,4
670

2026e
0,0%

-93,0
0,0
0,0
0,0
0,0
0,0

-93,0
0,0
0,0

-93,0
0,0

-93,0

-69,2
772

2027e
0,0 %

-95,3
0,0
0,0
0,0
0,0
0,0

-95,3
0,0
0,0

-95,3
0,0

-95,3

-63,3
841

2028e
0,0 %

-97,6
0,0
0,0
0,0
0,0
0,0

-97,6
0,0
0,0

-97,6
0,0

-97,6

-57,9

905

2029e
NA
-715,5 %
-89,9
0,0
0,0
0,0
0,0
0,0
-89,9
0,0
0,0
-89,9
0,0
-89,9
-47,7
962

2030e
131,.3%
-272,3%
-79,1
0,0
0,0
0,0
0,0
0,0
-79,1
0,0
0,0
-79,1
0,0
-79.1
-37,5
1010

2031e

150,9 %

30,0 %
21,9
0,0
0,0
0,0
0,0
0,0
21,9
0,0
0,0
21,9
0,0
21,9
9,3
1048

2032e

12,3 %

35,0 %
54,2
0,0
0,0
0,0
0,0
0,0
54,2
0,0
0,0
54,2
0,0
54,2
20,5
1038

2033e

106,1%

35,0 %
112
0,0
0,0
0,0
0,0
0,0
112
0,0
0,0
112
0,0
12
37,7
1018

2034e

39,7 %

35,0 %
156
0,0
0,0
0,0
0,0
0,0
156
0,0
0,0
156
0,0
156
47,0
980

2035e

17,9 %

35,0 %
184
0,0
0,0
0,0
0,0
0,0
184
0,0
0,0
184
0,0
184
49,5
933



Summary

Income statement 2021 2022 2023 2024e 2025e Per share data 2021 2022 2023 2024e
Revenue 0,0 0,0 0,0 0,0 0,0 EPS (reported) -0,67 -0,70 -0,15 -0,13
EBITDA -132,0 -138,5 -133,2 -127,3 -123,0 EPS (adj.) -0,67 -0,70 -0,15 -0,13
EBIT -1301 -133,7 -125,9 -127,3 -123,0 OCF / share -0,67 -0,56 -0,23 -0,12
PTP -133,4 -138,8 -126,9 -128,5 -126,0 FCF / share -0,58 -0,67 -0,25 -0,05
Net Income -133,4 -138,8 -126,9 -128,5 -126,0 Book value / share 3,29 2,58 0,84 0,65
Extraordinary items 0,0 0,0 0,0 0,0 0,0 Dividend / share 0,00 0,00 0,00 0,00
Balance sheet 2021 2022 2023 2024e 2025e

Balance sheet total 721,0 620,4 756,0 71,9 641,9

Equity capital 656,7 514,4 704,7 652,2 526,2

Goodwill 108,4 108,4 108,4 108,4 108,4

Net debt -155,3 12,7 -120,8 -72,5 53,5

Cash flow 2021 2022 2023 2024e 2025e

EBITDA -132,0 -138,5 -133,2 -127,3 -123,0

Change in working capital -2,4 271 -63,2 4,2 0,0

Operating cash flow -134,4 -1M,4 -196,5 -123,0 -123,0

CAPEX 21 -32,6 12,9 0,0 0,0

Free cash flow -114,9 -134,1 -208,1 -53,9 -123,0

Valuation multiples 2021 2022 2023 2024e 2025e

EV/S >100 >100 >100 >100 >100

EV/EBITDA (adj.) neg. neg. neg. neg. neg.

EV/EBIT (adj.) neg. neg. neg. neg. neg.

P/E (adj.) neg. neg. neg. neg. neg.

P/B 12 0,9 0,6 0,7 0,9

Dividend-% 0,0 % 0,0 % 0,0 % 0,0 % 0,0 %

Source: Inderes

2025e
-0,13
-0,13
-0,12
-0,12
0,52
0,00



Disclaimer and recommendation history

The information presented in Inderes reports is obtained from several
different public sources that Inderes considers to be reliable. Inderes
aims to use reliable and comprehensive information, but Inderes does
not guarantee the accuracy of the presented information. Any opinions,
estimates and forecasts represent the views of the authors. Inderes is
not responsible for the content or accuracy of the presented
information. Inderes and its employees are also not responsible for the
financial outcomes of investment decisions made based on the reports
or any direct or indirect damage caused by the use of the information.
The information used in producing the reports may change quickly.
Inderes makes no commitment to announcing any potential changes to
the presented information and opinions.

The reports produced by Inderes are intended for informational use
only. The reports should not be construed as offers or advice to buy,
sell or subscribe investment products. Customers should also
understand that past performance is not a guarantee of future results.
When making investment decisions, customers must base their
decisions on their own research and their estimates of the factors that
influence the value of the investment and take into account their
objectives and financial position and use advisors as necessary.
Customers are responsible for their investment decisions and their
financial outcomes.

Reports produced by Inderes may not be edited, copied or made
available to others in their entirety, or in part, without Inderes’ written
consent. No part of this report, or the report as a whole, shall be
transferred or shared in any form to the United States, Canada or Japan
or the citizens of the aforementioned countries. The legislation of other
countries may also lay down restrictions pertaining to the distribution of
the information contained in this report. Any individuals who may be
subject to such restrictions must take said restrictions into account.

Inderes issues target prices for the shares it follows. The
recommendation methodology used by Inderes is based on the share’s
12-month expected total shareholder return (including the share price
and dividends) and takes into account Inderes’ view of the risk
associated with the expected returns. The recommendation policy
consists of four tiers: Sell, Reduce, Accumulate and Buy. As a rule,
Inderes’ investment recommendations and target prices are reviewed
at least 2—4 times per year in connection with the companies’ interim
reports, but the recommendations and target prices may also be
changed at other times depending on the market conditions. The
issued recommendations and target prices do not guarantee that the
share price will develop in line with the estimate. Inderes primarily uses
the following valuation methods in determining target prices and
recommendations: Cash flow analysis (DCF), valuation multiples, peer
group analysis and sum of parts analysis. The valuation methods and
target price criteria used are always company-specific and they may
vary significantly depending on the company and (or) industry.

Inderes’ recommendation policy is based on the following distribution
relative to the 12-month risk-adjusted expected total shareholder return.

Buy The 12-month risk-adjusted expected shareholder
return of the share is very attractive

Accumulate The 12-month risk-adjusted expected shareholder
return of the share is attractive

Reduce The 12-month risk-adjusted expected shareholder
return of the share is weak

Sell The 12-month risk-adjusted expected shareholder
return of the share is very weak

The assessment of the 12-month risk-adjusted expected total
shareholder return based on the above-mentioned definitions is
company-specific and subjective. Consequently, similar 12-month
expected total shareholder returns between different shares may result
in different recommendations, and the recommendations and 12-month
expected total shareholder returns between different shares should not
be compared with each other. The counterpart of the expected total
shareholder return is Inderes’ view of the risk taken by the investor,
which varies considerably between companies and scenarios. Thus, a
high expected total shareholder return does not necessarily lead to
positive performance when the risks are exceptionally high and,
correspondingly, a low expected total shareholder return does not
necessarily lead to a negative recommendation if Inderes considers the
risks to be moderate.

The analysts who produce Inderes’ research and Inderes employees
cannot have 1) shareholdings that exceed the threshold of significant
financial gain or 2) shareholdings exceeding 1% in any company subject
to Inderes’ research activities. Inderes Oyj can only own shares in the
target companies it follows to the extent shown in the company’s model
portfolio investing real funds. All of Inderes Oyj’s shareholdings are
presented in itemised form in the model portfolio. Inderes Oyj does not
have other shareholdings in the target companies analysed. The
remuneration of the analysts who produce the analysis are not directly
or indirectly linked to the issued recommendation or views. Inderes Oyj
does not have investment bank operations.

Inderes or its partners whose customer relationships may have a
financial impact on Inderes may, in their business operations, seek
assignments with various issuers with respect to services provided by
Inderes or its partners. Thus, Inderes may be in a direct or indirect
contractual relationship with an issuer that is the subject of research
activities. Inderes and its partners may provide investor relations
services to issuers. The aim of such services is to improve
communication between the company and the capital markets. These
services include the organisation of investor events, advisory services
related to investor relations and the production of investor research
reports.

More information about research disclaimers can be found at
www.inderes fi/research-disclaimer.

Inderes has made an agreement with the issuer and target of this report, which
entails compiling a research report.

Recommendation history (>12 mo)

Date
10.4.2024
20.5.2024

Recommendation
Accumulate

Buy

Target
0,70 €
0,70 €

Share price
0,49 €
0,45 €
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companies, we offer Commissioned Research, IR Events,
AGMs, and IR Software.

Inderes is listed on the Nasdaq First North growth market
and operates in Finland, Sweden, Norway, and Denmark.
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FI-00180 Helsinki, Finland
+358 10 219 4690

Award-winning research at inderes.fi

' STARMINE
' ANALYST AWARDS A
" FROM REFINITIV

JuhaKinnunen Mikael Rautanen Sauli Vilén
2012, 2016, 2017, 2018, 2019, 2020 2014, 2016, 2017, 2019 2012, 2016, 2018, 2019, 2020

Antti Viljakainen Olli Koponen Joni Gronqvist
2014, 2015, 2016, 2018, 2019, 2020 2020 2019, 2020

Erkki Vesola Petri Gostowski Atte Riikola
2018,2020 2020 2020



Connecting investors
and listed companies
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