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The Stock Market and the Biotech Sector
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Recession Trade Is On as Market
Pain Spreads Beyond Tech
“Stock investors are positioning for a recession.
A months-long selloff in the stock market has accelerated lately, with
the pain spreading beyond technology shares and speculative corners
of the market. Recently, even consumer-staples companies, which had
been relatively shielded from the turmoil, have taken a hit.
Major indexes are hovering near their lows of the year, with the S&P
500 down 18%, including a 3.1% decline so far this week. The index’s
consumer-staples sector—home to companies including Walmart,
Kroger Co. , Coca-Cola Co. and Kraft Heinz Co. —has dropped 8.9%
over the past four sessions.
Many investors say they have been struck by the length and sheer
magnitude of the recent selloff, which is in its fifth month and has
been characterized by sharp intraday swings not seen since March
2020.”

Source: https://www.wsj.com/articles/recession-trade-is-on-as-market-pain-spreads-beyond-tech-11653014751
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“The stock market’s early rally didn’t last long on Friday, but neither did
its worst losses, and although the S&P 500 entered bear market
territory, it didn’t end there.

May 20, 2022

At the close, the Dow Jones Industrial Average–which at one point
plunged over 400 points–ended 9 points higher, gaining just 0.03%.
The S&P 500SPX +0.01% also ended essentially flat on Friday, gaining
0.01%, while the Nasdaq Composite finished down 0.3%, recovering
after a drop of more than 2%.
All three indexes began the day with gains. The S&P 500 would have
had to close below 3,837 points, or 20% below its recent highs, for it to
officially be in a bear market. It touched 3,810 points this afternoon.
Still, it was a brutal week. The Dow was off 2.9%, having dropped for
eight straight weeks—which hasn’t happened since 1932.
Much of the decline in investor confidence recently stems from
lackluster retail earnings, which has raised fears that a consumer-led
downturn is approaching, Canaccord Genuity analyst Martin Roberge
noted, as both revenues and margins could come under pressure at
these companies in the coming quarters. “[T]he surge in goods prices
and inflation translates into demand destruction as consumers have
little choice but to shift their spending patterns toward essentials,” he
wrote.
That said, Roberge pointed to some silver linings, including the decline
in U.S. bond yields, a leveling off for the U.S. dollar and commodities,
and partial reopening in China. “These green shoots should allow
markets to enjoy the typical relief rallies seen around the -20%
correction mark,” Roberge wrote—but warned that if they don’t, a 30% correction could be next.”
Source: https://www.barrons.com/articles/stock-market-today-51653038625
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Private Equity Mindset
Last week Torreya attended a wonderful cocktail party shown at
right at Rockefeller Center. This event was largely attended by
bankers, PE types, LPs and lenders focused on mid-market
business in the U.S. We had a chance to catch up with many of the
hundreds of attendees to gauge market sentiment. We can
summarize the consensus view of the private equity industry:
1. 100% of the dozen plus persons we spoke to think there will be
a recession in the United States in the next twelve months.
2. Most see the equity market doing worse not better in the
weeks ahead – because the scale of the upcoming recession
will be worse than expected.
3. We asked many what they are doing to play defense with
portfolios. Overwhelmingly, we heard discussion of “raising the
bar” on deals and “lowering the bar” on valuations.
4. The U.S. financial sector is getting ready for bumpy seas ahead.
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Biotech Investor Mindset
It’s been an incredibly tough couple of months for many biotech investors and
fund managers.
There is severe pain being experienced now as investment groups are dealing
with massive losses. While some have thrived due to short-selling, the industry
has to be net long and is.
We are seeing some forced liquidation activity taking place but, interestingly,
many funds report that LP’s want to put more money to work in the life sciences.
LP’s see the pain and want to take advantage of low valuations. This is a very
bullish sign for our sector.
There is widespread talk that 600+ biotechs is just too many and that the issue is
really biotech quality rather than some broader market capriciousness. There are
a number of major funds contemplating what steps might be logical in this light.
There is a strong sentiment that resources should support innovation and should
be directed to companies that can best create value. Fund managers are more
determined than ever to support the highly innovative industry called biotech.
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XBI Biotech Index Up 2.5% Last Week

The XBI closed at 70.33 on Friday. This was up 12% from the low of May 11th. The biotech market may be
turning the corner.
Biotech Stocks Down Last Week

Return: May 14, to May 20, 2022

Nasdaq Biotech Index: +2.6%
Arca XBI Index: +2.5%
Torreya Global Biotech (EV): 7.1%*
S&P 500: -3.0%

VIX Up
Jan 3: 16.6%
Feb 11: 27.4%
Mar 11: 30.8%
April 15: 22.7%
April 29: 33.4%
May 7: 30.2%
May 13: 28.9%
May 13: 29.4%

XBI Index, April 1, 2021 to May 20, 2022
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Tough times teach us to be
thankful for small things. Last
week was the first in seven
where the XBI didn’t decline.
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Return: Jan 1 to May 20, 2022
Nasdaq Biotech Index: -21.3%
Arca XBI Index: -37.2%
Torreya Global Biotech: -51.8%**
S&P 500: -19.2%
* Change by enterprise value. The market cap equivalent
was +4.2% for the week (well above the XBI).

10-Year Treasury Yield Down
Jan 3: 1.63%
Jan 28: 1.78%
Feb 25: 1.98%
Apr 29: 2.94%
May 7: 3.12%
May 13: 2.93%
May 20: 2.78%

** Drop by enterprise value. The market cap equivalent is -42.8% for the year.
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Biotech Was the Top Performing Sector Last Week
Worldwide
Weekly Index Performance (%), May 14 to May 20, 2022
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A “J-Curve”?
The aggregate enterprise value of the world’s biotech sector is down 70% since it peaked on Feb 8, 2021. Last week the
sector EV bounced back 7%. We hope this is a start to a long overdue rally.
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Biotech Sector Valuation Structure Has Radically Changed
Global Biotech Universe by Enterprise Value Category, Nov 30, 2021 to May 20, 2022, N=892
> $1 billion

Six months ago, 36% of
biotechs had an enterprise
value under $100mm while 29%
had a value over $500mm.
As of Friday, May
64% had
a value under $100mm and 11%
had a value over $500mm.
The value structure of the sector
has radically changed.
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Over a Third of Biotechs have Lost 75% of Value Since the
Market Peaked
Biotech Share Price Return Distributions From Jan 1, 2022 to May 20, 2022 and Since Feb 11, 2021 to May 20, 2022

Number of companies

Five companies with returns > 100% excluded from chart.
Median return is -39.7%
3% of companies have returns over 25%
69% of companies have returns under -25%
36% of companies have returns under -50%
7% of companies have returns under -75%

Seventeen companies with returns > 100% excluded from chart.
Median return is -62.2%
4% of companies have returns over 25%
80% of companies have returns under -25%
63% of companies have returns under -50%
34% of companies have returns under -75%

Return range, Jan 1 to May 20, 2022

Source: CapitalIQ
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Number of Negative Enterprise Value Life Sciences
Companies Fell Again Last Week
The number of negative
enterprise value life sciences
companies is a measure of
market distress.
At market close on Friday, May
20th, the market had 203 such
companies.
Last week was the second week
in two months where the total
number of negative EV
companies shrunk.

Source: CapitalIQ
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Long-Term Perspective
“If you want to know how much investors hate the
biotech sector right now, consider this simple
statistic: More than 25% of small biotech
companies have stock-market capitalizations that
are smaller than how much they have in cash.
“The market is saying a quarter of these companies
are literally worth nothing,” says Jefferies biotech
analyst Michael Yee, who recently published this
insight.
That’s remarkable. That 25% is the highest in 15
years — higher than even during the agonizingly
long bear market of the 2008 financial crisis.

Source: https://www.marketwatch.com/story/the-capitulation-model-for-biotech-is-a-category-5storm-the-same-as-energy-in-2020-why-contrarians-say-the-sector-is-a-buy-11653057284

Back then, 18% traded below cash. From 2010 to
2020, the number bounced between 3% and 11%,
according to Yee and his team. He’s referring to
small- and medium-cap (smidcap) companies,
those with a market cap of less than $5 billion.
These are the ones that tend to have no earnings
and have early-stage therapies in testing.”
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May Funds Flow Flat After a Robust April

Source: EPFR Informa
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Life Sciences Equity Markets is at an All-Time Value
Value of Public Life Sciences Companies Worldwide by Subsector
Record ($8.5 Trillion)
The life sciences sector rose in value by 1.7% last week. Biotech was up 7.1%. CDMO’s and OTC
companies rallied well.

Sector

Count

Enterprise Value (May 20,
2022, $millions)

Change in Last Week
(percent)

Change in Last Change in Last Year
Month (percent)
(percent)

API

82

$92,243

-1.1%

-6.5%

-12.5%

Biotech

888

$180,043

7.1%

-20.9%

-60.5%

CDMO

40

$196,695

4.0%

-5.8%

-26.2%

Diagnostics

84

$251,634

1.2%

-16.8%

-26.5%

OTC

32

$28,573

3.0%

-2.3%

-4.9%

Pharma

717

$5,602,460

1.9%

-4.2%

-4.7%

Services

42

$233,326

-0.2%

-10.7%

-17.5%

Tools

55

$756,126

1.8%

-9.2%

-1.2%

Devices

187

$1,665,521

0.7%

-12.5%

-19.4%

HCIT

12

$56,047

-0.4%

-19.8%

-44.4%

Total

2139

$9,062,667

1.7%

-7.3%

-12.0%

Source: CapitalIQ
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Biotech stocks are getting crushed — but industry
insiders say there’s reason for optimism
Geekwire, May 18, 2022

“There are some trends that support the cautious positive outlook:

“Biotech is coming off an epic few years. The sector soared during the
pandemic, with venture capital investment and IPO volumes hitting all-time
highs.

1. Big pharma is prospering and ready for deals. Pfizer’s stock soared during
the pandemic, buoyed by earnings from COVID-19 vaccines, and is still close to
its peak in December. Shares of Bristol Myers Squibb, which has a big
operation in the Seattle area, hit record-highs this week. Big pharma
companies have “historic” amounts of cash on hand for deals and partnerships,
said Ramko.

But recently stock valuations have plummeted, part of a larger market
downturn. Companies have shed programs and laid off workers — Adaptive
Biotechnologies, one of the Seattle region’s largest biotech companies, cut
12% of its staff in March, citing “current market conditions.” And the number
of companies going public has slowed dramatically.
The XBI biotech index fund is now down more than 55% from its high in
February 2021.
“We’re definitely seeing a correction,” said Richard Ramko, a partner at Ernst &
Young who consults with Seattle-area biotech companies.

But industry insiders say there is reason for optimism in the long term. There’s
still opportunity to raise capital and forge partnerships, and many companies
have solid cash reserves, said Ramko. And this may be the worst of the current
downturn.
“I could probably make a case that the valuations are at a bottom or close to
the bottom,” Ramko noted.”
Source: https://www.geekwire.com/2022/biotech-stocks-are-gettingcrushed-but-industry-insiders-say-theres-reason-for-optimism/

2. New therapeutics are queued up in the pipeline. Thousands of different
therapies are still in early development, spurred by advances in gene editing
and cell therapy, said Ramko. “Over the next 18 to 24 months, we’ll start
moving out of phase 1 and 2 [clinical trials] and into phase 3. Not all of them
will make it, obviously, but that’s a tremendous pipeline,” he said.
3. Newly public companies have cash: Seattle-based companies such as
Nautilus Biotechnology and Sana Biotechnology went public last year early in
their lifecycle, and have seen shares fall substantially. But the financing events
also helped pad their balance sheets with cash reserves, extending their
runways. Venture capital firms are also flush. Frazier Life Sciences recently
raised close to $1 billion, on top of $831 million in 2021. Arch Venture Partners
raised more than $1.5 billion during the pandemic, and OrbiMed and Flagship
Pioneering each pulled in more than $2 billion. “We saw a little bit of a lull in
the first quarter of 2022. But there’s plenty of capital to be deployed in earlystage companies,” said Ramko.

4. Companies are raising funds. Seattle-area life sciences companies still
raised $194 million in venture funding the first quarter of this year, compared
to $255 million the first quarter of 2021, according to JLL.”
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Revenue Multiples Dropped for Commercial
Companies Over the Last 3 Months
Average ratio of enterprise value to LTM revenue for publicly traded revenue generative life science company subsectors
worldwide, Feb 11, 2022 vs. May 20, 2022
Feb 11, 2022

May 20, 2022
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Is the global economy heading for recession?
Financial Times, May 20, 2022
If Leo Tolstoy were writing about today’s business conditions, he might have
noted that happy economies are all alike but every unhappy economy is
unhappy in its own way.China’s growth prospects have been hammered by
strict Covid-19 lockdowns in a bid to quell its Omicron outbreak; the US
Federal Reserve risks turning an American boom into bust; Europe’s
households are enduring a cost of living crisis; and the situation is worse in
many poorer emerging markets, where food crises and even famines beckon.
These four different but imposing problems each stalk the global economy as
it recovers from the pandemic and it is not surprising the mood is darkening.
According to Robin Brooks, chief economist of the Institute of International
Finance, the confluence of these shocks suggests the world economy is already
in trouble. “We’re in another global recession scare now, except this time we
think it’s for real,” he says.

Severe strains are showing. With lockdowns rippling through the country, ships
queue outside Chinese ports and the country’s manufacturing and retail
sectors have started to contract. Retail sales fell 11 per cent year on year in
April, while industrial production was down 3 per cent. China’s home sales also
dropped more last month than in early 2020, when its economy went into
reverse, despite the People’s Bank of China loosening monetary policy to
encourage borrowing and spending. Unemployment is rising.
Source: https://www.ft.com/content/35b31fb0-f8ad-4557-9d95267e0ed958eb

Kevin Xie, senior Asia economist at the Commonwealth Bank of Australia, says
that China’s economic data in April was consistently disappointing. Although
the outlook depends crucially on the spread of Covid, he adds, “falling
employment and weakened confidence among business and households will
curb spending and bode poorly for the growth outlook”.
Naturally, as recession risks rise, the best news for the global economy would
be a Russian withdrawal from Ukraine and an end to the zero-Covid strategy in
China. This is not in the gift of economic ministers and officials, so instead, they
will again have to fine tune their response to the difficult situations they face.

In the US, the other global economic powerhouse, the economy is suffering
from the pandemic’s legacy and, in particular, excessive fiscal stimulus that
arguably ran the economy too hot and generated high inflation even with
modest energy price rises. Alongside a very tight labour market, the Fed has
been forced to concede an error and has now moved decisively into a phase of
tightening monetary policy to slow growth and bring inflation down.
The majority view among economists is that the defence against global
recession will still win in 2022. But economists are increasingly hedging their
bets in the face of relentless bad news. Innes McFee, chief global economist at
Oxford Economics, says there is little question that the global economic
expansion is close to a peak, that it is slowing and that policymakers will need
to work out how much tightening is needed. But, he says, a recession is still
unlikely for now because policymakers still have the tools to back away and
stimulate if things get worse. “Recession risks rise into next year, but they
are not that high at this time,” McFee says.
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Industry News

AstraZeneca Discovery Centre (DISC) in Cambridge, UK: Details
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Monkeypox is popping up in more countries. How
worrying is this?
“A growing number of countries are reporting
cases of monkeypox, a rare viral illness typically
found in parts of Africa. On May 7th Britain
reported a case in a traveller from Nigeria. By
May 20th America, Australia, Canada and at
least eight European countries had reported

May 20, 2022

dozens of confirmed or suspected cases. Britain
reported 11 new cases on May 20th, more than
the total in the previous two weeks. Many have
no links to African travel, which means they
were transmitted locally. In the past sporadic
cases were almost always imported. All of this is
alarming. But the world is far from helpless.
Monkeypox is caused by a virus similar to
smallpox, which was declared eradicated in
1980. Infections are usually mild, with flu-like
symptoms. A rash that spreads all over the
body can develop, turning into blisters and
scabs. Infected people usually recover in a few
weeks.

Source: https://www.genengnews.com/news/monkeypox-what-we-know-so-far-about-the-outbreak/

As with other poxviruses, the disease is more severe in
young children and people with weaker immune
systems. How dangerous it is depends on which of the
two strains of the virus is involved. One, mostly found
in past outbreaks in the Congo basin, is fatal about
10% of the time. The other, west African strain is less
severe, with mortality estimated to be around 1%.
These estimates are from outbreaks in remote places
in Africa with poor health care. In rich countries
monkeypox would probably be a lot less deadly.
In the next few days and weeks more cases of
monkeypox are sure to be found. But it is unlikely that
the outbreaks will spread out of control. Covid-19
caught the world unprepared, with no drugs or
vaccines at the ready. Monkeypox, however, is in an
entirely different—and lesser—league.”
Counterpoint:
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Recognizing The Value Of Biotech Partnerships In China
Michele Garufi, May 2022
China is a huge potential market that is increasingly open to biotechnology
innovations. Its pharmaceutical market operates under regulations that are
closely aligned with world standards, and the companies making innovative
inroads into the market are fueled by regional and international biotech
finance. One of the consequences of this is that deals between companies
based in China and non-Chinese firms increasingly involve development or
co-development components. It has taken a while to recognize the value of
those deals to both partners, but this is starting to happen. Since joining the
International Council for Harmonization of Technical Requirements for
Pharmaceuticals for Human Use (ICH) in 2017, China’s regulatory standards
and protocols for implementation have become increasingly aligned with
those elsewhere in the world. This has created new collaborative
opportunities for innovative companies outside China with drugs in
development.
Rather than acting largely as marketing and distribution partners with
responsibilities for the bureaucratic and logistics steps necessary to take
medicines approved elsewhere into China, companies based in China are
able to become development or co-development partners, taking
exploratory medicines into clinical studies in China aligned with global
standards. In turn, this means that companies in the U.S. or Europe with
compounds in development can become engaged with China’s markets at a
much earlier stage.

For some China-based companies, in-licensed biotech offerings provide a
powerful extension of their proprietary — and increasingly innovative —
product portfolios. For others with more conventional portfolios, in-licensing
brings much-valued innovation. For example, the core business of Allist
Pharmaceuticals in Shanghai is the commercialization of approved generics
and Chinese medicines, but Allist has also in-licensed two early-stage
molecules from Belgian firm Octimet Oncology, including OMO-1, a small
molecule MET kinase inhibitor.
The recent wave of development deals encompassed complex biological
agents, too. CASI Pharmaceuticals is a Nasdaq-listed, U.S.-registered
company, but it has an established clinical development and commercial
infrastructure in China. In 2020, CASI signed an exclusive licensing
agreement with the Swedish company BioInvent to develop and
commercialize an oncology antibody, BI-1206, in mainland China, Taiwan,
Hong Kong, and Macau. Similarly, Fosun Pharma, a broad-spectrum
healthcare manufacturer offering conventional pharmaceuticals, diagnostics,
and services, in-licensed two cell therapy programs from ReNeuron, a UK
stem cell company, for manufacturing, development, and commercialization
in China.
Also see: https://torreya.com/publications/china-biopharma-partnering-activityexecutive-summary.php

Source: https://www.lifescienceleader.com/doc/recognizing-the-value-of-biotech-partnerships-in-china-0001
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Discussion of a Challenging FDA at Cancer Progress
Conference

Source: https://twitter.com/PearlF/status/1525904981190123525
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New DNA Repair Mechanism Holds Promise for
Precision Cancer Therapies
Scientists at the University of Birmingham and the Francis Crick Institute have discovered a new way in which cancer
cells repair double-stranded breaks in DNA.

May 20, 2022

The findings were published in a paper titled,”H3K4 methylation by SETD1A/BOD1L facilitates RIF1-dependent NHEJ,”
in the journal Molecular Cell on May 19, 2022. The work sheds light on how cancer cells respond to chemotherapy
and radiotherapy, including how cancer cells may develop resistance to treatment. These insights could help develop
precision medicine approaches for cancer patients.

The study results from a collaboration of the laboratories led by Martin Higgs, PhD, associate professor for genomics
and rare disease and deputy director at the center for rare disease studies at the University of Birmingham, Grant
Stewart, PhD, professor of cancer genetics at the institute of cancer and genomic sciences at the University of
Birmingham, and Simon Boulton, PhD, senior group leader at the Francis Crick Institute and an honorary professor at
University College London.
The new study shows methylation of the DNA scaffolding protein histone H3, at its 4th residue (lysine) by the
SETD1A-BOD1L protein duo recruits RIF1 to DSBs.
Higgs said, “Our three laboratories are interested in characterizing how DNA is repaired, and the genetic and
epigenetic factors involved. A few years ago, we described a new DNA repair factor, BOD1L, and its role during DNA
replication. During these initial studies on BOD1L, we also observed that it had a role in repairing DNA double-strand
breaks, which led to this study. Since we also know from previous work that BOD1L interacts with the epigenetic
modifier SETD1A, we combined work on both these genes.”
Vital for DNA repair is the methylation of the histone
protein, H3, at lysine-4 by SETD1A, a new study finds.
This methylation promotes the accumulation of a protein
called RIF1 at sites of DNA damage [Bayley et al, Molecular
Cell, 2022].

The study pinpoints the roles of the proteins SETD1A and BOD1L in the DNA repair process. The team shows
removing these proteins changes how DNA is repaired and alters the sensitivity of cancer cells to therapy.
Specifically, the authors demonstrate blocking SETD1A or BOD1L expression or hindering H3K4 methylation allows
unrestrained resection of DNA DSB ends and impairs NHEJ and class switch recombination.

Source: https://www.genengnews.com/topics/cancer/new-dna-repair-mechanism-holds-promise-for-precision-cancer-therapies/
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Public Equity Offerings
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Weekly
Global
Biopharma
IPO by
Volume
Biopharma
Sector
IPO Activity
Month, 2020 to 2021

Last week saw no IPOs price on the market.

Biopharma IPO Volume ($ million), Weekly, May 24, 2020 to May 20, 2022
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Source: Data from CapitalIQ
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How the Composition of Biopharma IPOs Has Evolved
Number of IPO deals by year and category

After a record run, fewer
biotechs are going public.
Here’s how they’re
performing.
May 19, 2022

Source: https://www.biopharmadive.com/news/biotech-ipo-performance-tracker/587604/
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Weekly
Global
Biopharma
Follow-on
Equity
Volume
Biopharma
Sector
IPO Activity
by Month,
2020
to 2021
Last week saw $425 million in follow-on volume in the equity capital markets. This was the strongest volume of issuance in eight
weeks and reflects a recovering biotech market.
Biopharma Equity Follow-On Volume ($ million), Weekly, May 2020 to May 20, 2022
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Zentalis Raises $200 Million
NEW YORK and SAN DIEGO, July 01, 2021 (GLOBE NEWSWIRE) -Zentalis Pharmaceuticals, Inc. (Nasdaq: ZNTL), a clinical-stage
biopharmaceutical company focused on discovering and developing
small molecule therapeutics targeting fundamental biological
pathways of cancers, today announced the closing of an
underwritten public offering of 3,565,000 shares of its common stock
at a public offering price of $48.50 per share, which includes the
exercise in full by the underwriters of their option to purchase up to
465,000 additional shares. The total gross proceeds for the offering
are approximately $172.9 million, before deducting underwriting
discounts and commissions and offering expenses payable by
Zentalis.
Morgan Stanley, Jefferies, SVB Leerink and Guggenheim Securities
acted as joint book-running managers for the offering. Wedbush
PacGrow acted as co-manager for the offering.

Source: https://momatx.com/posts/moma-therapeutics-announces-150-million-series-b-financing/

Zentalis Pharmaceuticals, Inc. is a clinicalstage biopharmaceutical company focused
on discovering and developing small
molecule therapeutics targeting fundamental
biological pathways of cancers. The
Company is developing a broad pipeline of
potentially best-in-class oncology
candidates, all internally discovered, which
include ZN-c5, an oral selective estrogen
receptor degrader (SERD) for ER+/HER2breast cancer, ZN-c3, a WEE1 inhibitor for
advanced solid tumors, ZN-d5, a BCL-2
inhibitor for hematologic malignancies, and
ZN-e4, an EGFR inhibitor for non-small cell
lung carcinoma (NSCLC). Zentalis has
licensed ZN-c5, ZN-c3 and ZN-d5 to its
majority-owned joint venture, Zentera
Therapeutics, to develop and commercialize
these candidates in China. Zentalis has
operations in both New York and San Diego.
28

Private Capital Markets Environment
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Weekly
Global
Biopharma
Venture
Equity Placements
Biopharma
Sector
IPO Activity
by Month,
2020 to 2021

We saw $1 billion in private venture equity placements completed last week. This is the strongest showing for this market in ten
weeks.
Biopharma Venture Equity Privates Trend ($ million), Weekly, May 2020 to May 2022
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Source: Data from CapitalIQ, Crunchbase.
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Remix Therapeutics Closes $70 Million Series B Financing
CAMBRIDGE, Mass., May 17, 2022 /PRNewswire/ -- Remix Therapeutics (Remix), a biotechnology company
developing small molecule therapies designed to reprogram RNA processing and address the underlying
drivers of disease, today announced the close of a $70 million Series B financing. Surveyor (a Citadel
company) joined the Series B syndicate alongside existing investors Foresite Capital, Atlas Venture, The
Column Group, Arch Venture Partners, Alexandria Venture Investments, and Casdin Capital. The funds will
support development of the company's REMaster technology platform and advancement of a pipeline of
RNA processing targeted therapeutics.
Fueled by its proprietary technology platform, Remix is leveraging the power of data analytics, bespoke
high-throughput screening technologies, and next generation chemistry to advance a pipeline of
breakthrough therapies. The company's innovative approach has the unique ability to precisely identify
and target RNA processing steps to enhance or eliminate protein function, or to correct dysregulation in
disease.
"Drug discovery has primarily centered on targeting proteins but many genetically validated disease
mechanisms and targets remain unaddressed. Alternate approaches to building new medicines are
needed, so we are thrilled to support Remix's mission to create a new set of tools to not only treat disease
in new ways, but to treat diseases more effectively," said Michael Rome, PhD, Managing Director at
Foresite Capital.

“We are pleased to announce this Series
B financing that reflects the significant
progress we have made to advance our
novel platform and programs modulating
RNA processing. With the support of our
new and existing investors, we will
continue on our path to address disease
drivers at their origin.
This financing will support further
development of our REMaster platform,
which enables the design of molecules
that can selectively degrade RNA,
enhance RNA expression, induce exon
skipping, or rescue genetic lesions. This
technology will transform how diseases
are treated.
Peter Smith
CEO, Remix Therapeutics

Source: https://momatx.com/posts/moma-therapeutics-announces-150-million-series-b-financing/
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Kriya Announces $270 Million Series C Financing to
Advance Fully Integrated Gene Therapy Engine
REDWOOD CITY, Calif. and RESEARCH TRIANGLE PARK, N.C., – May 16, 2022 – Kriya Therapeutics, Inc., a
fully integrated gene therapy company pioneering novel technologies and therapeutics, today announced
a $270 Million Series C financing. The financing was led by Patient Square Capital, with participation from
Bluebird Ventures, CAM Capital, Dexcel Pharma, Foresite Capital, JDRF T1D Fund, Lightswitch Capital,
Narya Capital, QVT, Transhuman Capital, and other undisclosed investors. Proceeds from this financing will
support the advancement of Kriya’s pipeline and continued scaling of its engineering, manufacturing, and
computational platforms.
Kriya has established an ecosystem for delivering best-in-class technologies and medicines in gene
therapy, with core business units in technology, manufacturing, R&D, and therapeutics. By leveraging its
proprietary computational platform, in-house manufacturing infrastructure, and rational design toolkit, the
company is uniquely positioned to bring potentially transformative gene therapies to a broad range of
diseases.
In recent months, Kriya has achieved several milestones across key parts of its business. The company
significantly expanded its pipeline through its internal R&D efforts, as well as through acquisitions and
partnerships with leading companies and academic institutions. In addition, Kriya operationalized its stateof-the-art, scalable GMP manufacturing infrastructure in Research Triangle Park, North Carolina to support
in-house production from early through late phase development. This infrastructure also empowers the
development and implementation of novel technologies and processes that enable consistent, large-scale
manufacturing. Kriya has also scaled SIRVE™, its machine learning-enabled technology and cloud
computing architecture, to support the integration of large datasets generated by the company’s high
throughput screening, next generation sequencing, and algorithmic data mining platforms.
Source: https://kriyatherapeutics.com/2022/05/16/kriya-announces-270-million-series-c-financing-to-advance-fully-integrated-gene-therapy-engine/

“We believe gene therapy has the
potential to redefine medicine over the
next decade. However, the field has
been constrained by technological and
operational challenges that make it
difficult and expensive to deliver new
products. Kriya was founded to address
the primary problems limiting the field,
and I am proud of the progress we
have made to date. This financing will
support our continued growth as we
advance our diverse pipeline into the
clinic and further scale our core
platforms, to achieve our ultimate
vision of expanding the reach and
unlocking the full potential of gene
therapy as a modality.”
Shankar Ramaswamy
CEO, Kriya Therapeutics
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Arch Launching a New $3 Billion Mega-Fund
May 21, 2022
TOKYO -- U.S.-based Arch Venture Partners has launched a $3 billion venture capital fund specializing in medical technologies, one of the world's largest of
its kind, with Japanese startups among its potential targets.
The new fund will add about 40 companies to its portfolio over three to four years, Arch co-founder Keith Crandell told Nikkei. It will invest capital from
universities and institutional investors in emerging enterprises, with a focus on cutting-edge technology in such fields as drug development, genome editing
and cell therapy.
Arch looks to invest in Japanese startups, which often have advanced technology but lack the know-how or capital to bring them to market. Promising
players in genome editing, for example, include EditForce, founded at Kyushu University, and Bio Palette, launched at Kobe University.
Arch will work with Japanese partners, such as biotech-focused venture capital firm Fast Track Initiative, to choose targets here.
The firm hopes to support startups' development within a global framework, Crandell said. Arch also plans to connect emerging companies with large,
established ones.
Established in 1986, Arch invests in startups in a range of fields, including semiconductors and quantum computing, with biotechnology as its main focus. Its
funds have more than $9 billion in assets under management.

Flagship Pioneering, another American venture capital firm that supported COVID-19 vaccine developer Moderna, closed a roughly $3.4 billion biotech fund
in 2021.
Source: https://asia.nikkei.com/Business/Biotechnology/American-VC-firm-Arch-launches-3bn-biomedical-fund-with-eye-on-Japan
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Apollo and other PE firms are hungry for early stage
life sciences VCs
May 17, 2022
Apollo announced Monday that it would buy a minority
stake in Paris-based Sofinnova Partners, an early-stage
life sciences investor, and commit up to €1 billion ($1.04
billion) to Sofinnova’s funds. Last month, Carlyle said it
would acquire Abingworth, a London-based venture firm
that makes early stage and growth stage investments
primarily in life sciences and healthcare companies.
In early March, EQT announced it had closed on its
acquisition of LSP, an Amsterdam-based investor in small
and medium-sized life sciences companies.

The commitment to invest up to €1 billion in Sofinnova vehicles,
including future strategies the two firms may co-develop, will
support companies at the forefront of life sciences innovation.

Sofinnova will also gain access to Apollo’s global investment
platform spanning credit, equities, real estate and other asset
classes, as well as its far-reaching networks and capital markets
expertise.”
“This strategic partnership will enable Sofinnova to double down
on what it does best: support innovation and build companies
through long-term relationships with visionary entrepreneurs,”

Apollo and Sofinnova said in a statement that their new
partnership will allow them to “offer entrepreneurs a
more comprehensive range of capital solutions to help
bring new therapeutic and biotechnology-based
solutions to the market.

Sofinnova chairman and managing partner Antoine Papiernik

Source: https://www.pehub.com/pe-is-eating-early-stage-life-sciences-vcs

expansion.”

said in a statement.
“We are poised to accelerate our strategy, solidify our position as
a leading global player, and enhance our product offering to our
investors – setting the stage for new levels of growth and
34

Inventiva Secures a €50 Million Credit Facility
from the European Investment Bank
Daix (France), Long Island City (New York, United States), May 16, 2022 – Inventiva (Euronext Paris
and Nasdaq: IVA) (the “Company”), a clinical-stage biopharmaceutical company focused on the
development of oral small molecule therapies for the treatment of patients with non-alcoholic
steatohepatitis (NASH) and other diseases with significant unmet medical needs, today announced the
signing of a €50 million bullet credit facility agreement with the European Investment Bank (“EIB”). The
Company plans to use the facility toward its preclinical and clinical pipeline, including to help fund a
portion of its Phase III clinical trial of lanifibranor in patients with NASH.

The facility is divided into two tranches of €25 million each. The disbursement of the first tranche (“Tranche
A”) is subject to the completion of certain conditions precedent specified in the credit facility agreement.
The second tranche (“Tranche B”) is subject to the full drawdown of Tranche A in addition to the
achievement of certain conditions precedents. The maturity date of any borrowings under the facility is
four years after disbursement of Tranche A and three years after disbursement of Tranche B. It is therefore
expected that the reimbursement of the interests and capital of this credit facility will happen after the
publication of the headline results of the part 1 of the Phase III clinical trial of lanifibranor in patients with
NASH, which are expected in the second half of 2024.

Source: https://inventivapharma.com/inventiva-secures-a-e50-million-credit-facility-from-the-european-investment-bank/
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Mergers and Acquisitions Environment
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Global Biopharma M&A Activity Continues to Be Soft
M&A
Volume
Light
Through 2021. Quite a Few Smaller Deals Happening.

Last week saw Procaps buy Grupo Somar of Mexico for $342 million and Emergent buy Rights to TEMBEXA® from Chimerix for $225
million upfront.

Biopharma M&A Volume Trend ($ million), Weekly, May 2020 to May 2022
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Source: S&P, CapitalIQ
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Procaps Group to Acquire Grupo Somar from Advent
International, gaining an important presence in Mexico, the
Region's Second Largest Market
May 17, 2022 – Procaps Group (NASDAQ: PROC) (“Procaps”), a leading integrated LatAm healthcare and pharmaceutical conglomerate, today announced it
has entered into a definitive agreement to acquire Grupo Somar (including Grupo Farmacéutico Somar and Química y Farmacia and, Gelcaps and related
entities) from Advent International (“Advent”), one of the world’s largest private equity investors.
Grupo Somar is an integrated pharmaceutical company focused on developing, manufacturing, and marketing high-quality branded generic, private label
and OTC products targeted to the private market and offering CDMO services across key market segments in Mexico. Grupo Somar offers a diversified
portfolio of products across key categories and has strong R&D and manufacturing capabilities, operating six modern production facilities (two of which
manufacture Softgel capsules) in Mexico, including three FDA-approved plants with the ability to export to the U.S.
With a highly seasoned management team that has driven strong operating and financial performance over the past years, Grupo Somar is well positioned
to capitalize on the strong secular tailwinds underpinning the Mexican market and sustain consistent growth across its different business lines. Grupo
Somar generated approximately US$184 million in net revenues (on an expected combined basis). “We are thrilled to execute an important milestone on
our long-planned rollup strategy with an ideal acquisition target for Procaps,” said Ruben Minski, CEO of Procaps. “We believe Grupo Somar´s diversified
portfolio of innovative products alongside its management and technical capabilities will help accelerate Procaps top and bottom-line growth into the near
future in an accretive manner. With this acquisition, Procaps continues to diversify its products and geographies based on being a leader in innovative oral
delivery systems. I´m excited to finally have a physical presence in Mexico, a country for which we have had great admiration for many years. This is
something that we have been working towards for quite some time. This announcement marks an incredibly proud day in our company´s 45-year-old
history. Procaps went public in September 2021 to make acquisitions just like this one.”
“We are proud of the pharma platform we have built and are thrilled about the outcome, which was only possible with the dedication and collective effort
of Grupo Somar´s strong management team,” said Ariel Blumenkranc, Managing Director of Advent in Mexico. “We believe Procaps is a very good harbor
where Grupo Somar and its management team will continue to grow, developing new products both in Mexico and LatAm,” said Juan Pablo Zucchini, a
Managing Partner at Advent International in São Paulo.
Source: https://www.globenewswire.com/news-release/2022/05/17/2445487/0/en/Procaps-Group-to-Acquire-Grupo-Somar-including-Qu%C3%ADmica-y-Farmacia-Gelcaps-and-related-entities-from-AdventInternational-gaining-an-important-presence-in-Mexico-the-Region-s-Second.html
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Chimerix Announces Sale of TEMBEXA to Emergent
BioSolutions for up to $337.5 Million plus Royalties
$225 Million in Upfront Proceeds Secures Substantial Capital to Fund Operations and Allows for
Participation in Future Economics. Transaction Allows for Focus on Development Pipeline.
DURHAM, N.C., May 16, 2022 (GLOBE NEWSWIRE) -- Chimerix (NASDAQ:CMRX) a biopharmaceutical company whose mission it is to develop medicines that
meaningfully improve and extend the lives of patients facing deadly diseases, today announces it has entered into a definitive agreement with Emergent
BioSolutions Inc. (Emergent) to acquire its exclusive worldwide rights to brincidofovir, including TEMBEXA®. TEMBEXA is a medical countermeasure for
smallpox approved by the U.S. Food and Drug Administration (FDA) in June 2021.
“Emergent is an ideal partner to maximize the long-term potential of TEMBEXA to ensure pandemic preparedness in the event of a smallpox recurrence,”
said Mike Sherman, Chief Executive Officer of Chimerix. “This transaction significantly enhances Chimerix’s balance sheet and allows us to focus and invest in
our development pipeline. We also continue to participate in the longer-term economics of TEMBEXA through US milestones and double-digit royalties from
US and international revenues.”

Terms of the agreement with Emergent anticipate a TEMBEXA procurement contract with Biomedical Advanced Research and Development
Authority (BARDA). Chimerix is currently in negotiations with BARDA for a procurement contract relating to TEMBEXA and will continue to lead the process
through its conclusion.
Under the terms of the agreement with Emergent, Chimerix will receive $225 million upon closing of the transaction plus up to $100 million in up to four $25
million milestone payments. Each milestone payment is contingent upon the exercise of future BARDA procurement options of TEMBEXA following the base
period. The closing payment and the milestone payments may be adjusted based on actual procurement value. Chimerix is also eligible to receive up to $12.5
million in regulatory milestones associated with the SymBio Pharmaceuticals Ltd. brincidofovir partnership to be assumed by Emergent.
Chimerix may also earn a 20% royalty on future gross profit of TEMBEXA in the United States associated with volumes above 1.7 million treatment courses of
therapy during the exclusivity period of TEMBEXA. Outside of the United States, the agreement also allows Chimerix to earn a 15% royalty on all gross profit
associated with TEMBEXA sales during the exclusivity period of TEMBEXA on a market-to-market basis.

Source: https://ir.chimerix.com/news-releases/news-release-details/chimerix-announces-sale-tembexa-emergent-biosolutions-3375
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Zymeworks rejects All Blue Capital's $773 million
buyout bid
May 20, 2022 – May 20 (Reuters) - Zymeworks Inc said on Friday its board had rejected investment firm All Blue Capital's $773 million acquisition offer,
saying it undervalued the cancer therapy developer.
Reuters in April reported All Blue's $10.50 per share bid to Zymeworks that represented a 116% premium to the stock's last closing price at that time. read
more
Shares of Canada-based Zymeworks - which develops antibody treatments for types of cancer and has no approved products on the market - had lost
nearly 70% of their value in 2022 before the offer.
Shares of biotech companies have had a rough few months, with investors targeting the private markets more than the public, as equity markets suffer from fears of
aggressive monetary policy tightening to tame soaring inflation.
"This non-binding, unsolicited activist proposal was timed opportunistically during a period of substantial market dislocation, and prior to several important near-term
events," Zymeworks Chief Executive Officer Kenneth Galbraith said.

Source: https://www.reuters.com/business/healthcare-pharmaceuticals/cancer-drug-developer-zymeworks-rejects-all-blue-capitals-773-mln-bid-2022-05-20/
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When biotech acquisitions spike, early-stage startups
are prime targets, analysis shows
STAT+ – May 16, 2022 – Experts are predicting a coming surge of mergers and
acquisitions in biotech. And if history is any indicator, early-stage startups will be
even more tempting targets than normal.
The last time there was a big wave of biotech acquisitions, buyers snapped up
early-stage companies much more often than they did during other periods,
according to a new STAT analysis of the timing of more than 250 acquisitions in
biotech, spanning from 2000 to 2021. Almost a quarter of the companies
acquired in the last surge, between 2013 and 2018, had yet to begin a Phase 2
trial. In other years, such early-stage companies made up just 10% of
acquisitions.
The analysis has clear takeaways for the current biotech landscape: Now, just as
in the mid-2010s, major pharmaceutical companies are sitting on piles of cash
and eyeing the expiration of key patent protections for lucrative products. And
startups now, as they did back then, also have more reasons to agree to an
acquisition: In both periods, market downturns have made going public less
attractive, and investors, too, are keeping a tighter grip on their cash.
STAT’s analysis is one of the first to piece together not just the pace of
acquisitions over the last 10 years or so, but to cross-reference that data with the
latest-stage trial each company had registered with ClinicalTrials.gov. The results
put hard numbers behind the intuition that as acquisitions pick up, potential
buyers are willing to take on more and more risk.

“Part of it is basic human emotion and behavior,” said Scott DeWire, the head
of business development and licensing at Boehringer Ingelheim. “When
more deals are made, risk tolerance is going to open and you’re going to
make deals you wouldn’t make in the time period when you can be much
more selective.”
“If all of your competitors are doing transactions in a certain area, you’re
going to take those risks you wouldn’t take otherwise,” he added.

Source: https://www.statnews.com/2022/05/16/when-biotech-acquisitions-spike-early-stage-startups-are-prime-targets-analysis-shows/
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Challenge of SPAC Deals in 2022
A SPAC transaction allows a private biotech to team up with a public blank check company. The promise is to use the SPAC’s shareholders as a vehicle to finance the private
company. In practice, the financing to complete the SPAC, sometimes known as the de-SPAC can be challenging. The transaction below between OTR Acquisition (a $107
million SPAC) and Comera Life Sciences (fka Reform Biologics) illustrates this problem. The transaction announced on Jan 31, 2022 and closed on May 20, 2022. Specifically,
98.4% of shares in OTR voted to redeem before the SPAC took place. Effectively, the transaction used capital from Comera only to complete the deal but OTR’s sponsors get
a carry in Comera. Comera’s shares promptly dropped 10.7% on Friday at the company’s market debut as investors learned of the lack of demand for the shares.

Source: https://www.businesswire.com/news/home/20220520005218/en/Comera-Life-Sciences-Debuts-as-Publicly-Traded-Company-Focused-on-Transforming-Biologics
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More analysis of big pharma M&A intentions

“The consistent theme is that companies are actively
looking for biz dev and acknowledge that valuations
have come down, but not so much for the most
promising assets.
The other message is ‘discipline’, although that’s
always been a theme irrespective of whether they
actually show discipline or not

Most are looking for smaller ‘tuck-in’ deals that fit with
areas of scientific/commercial expertise

As long as capital remains tight, can expect deal flow
to pick up in 2H22
PFE, MRK, BMY, HZNP, Ipsen seem to signal greatest
motivation to consummate deals whereas ABBV, TEVA
and VTRS are still paying down debt”
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Disclaimer
This presentation may not be used or relied upon for any purpose other than as specifically contemplated
by a written agreement with Torreya. This publication has been prepared for general guidance on matters
of interest only, and does not constitute professional advice. You should not act upon the Information
contained in this publication without obtaining specific professional advice. The information used in
preparing these materials was obtained from or through public sources. Torreya assumes no responsibility
for independent verification of such information and has relied on such information being complete and
accurate in all material respects. No representation, warranty or undertaking, express or implied, is made
and no responsibility is accepted by Torreya as to or in relation to the accuracy or completeness or
otherwise of these materials or as to the reasonableness of any other information made available in
connection with these materials (whether in writing or orally) to any interested party (or its advisors).
Torreya will not be liable for any direct, indirect, or consequential loss or damage suffered by any person as
a result of relying on any statement contained in these materials or any such other information. None of
these materials, the information contained in them or any other information supplied in connection with
these materials, will form the basis of any contract. To the extent such information includes estimates and
forecasts of future financial performance (including estimates of potential cost savings and synergies)
prepared by or reviewed and discussed with the managements of the Company and/or other potential
transaction participants or obtained from public sources, we have assumed that such estimates and
forecasts have been reasonably prepared on bases reflecting the best currently available estimates and
judgments of such managements (or, with respect to estimates and forecast obtained from public sources,
represent reasonable estimates). There is no guarantee that any of these estimates and projections will be
achieved. Actual results will vary from the projections and such variations may be material. Nothing
contained herein is, or shall be relied upon as, a promise or representation as to the past or future. Torreya
expressly disclaims any and all liability relating or resulting from the use of this presentation. Torreya
assumes no obligation to update or otherwise review these materials. These materials have been prepared
by Torreya and its affiliates and accordingly information reflected or incorporated into these materials may
be shared with employees of Torreya and its affiliates and agents regardless of location. This presentation
speaks only as of the date it is given, and the views expressed are subject to change based upon a number
of factors, including market conditions.

federal or other tax is not intended or written to be used, and cannot be used, by any taxpayer for the
purpose of avoiding any penalties. Any such statement herein was written to support the marketing or
promotion of the transaction(s) or matter(s) to which the statement related. Each taxpayer should seek
advice based on the taxpayer's particular circumstances from an independent tax advisor. This presentation
does not purport to be all-inclusive or to contain all of the information that the Company may require. No
investment, divestment or other financial decisions or actions should be based solely on the information in
this presentation.
The distribution of these materials in certain jurisdictions may be restricted by law and, accordingly,
recipients represent that they are able to receive this memorandum without contravention of any unfulfilled
registration requirements or other legal restrictions in the jurisdiction in which they reside or conduct
business. By accepting these materials, the recipient agrees to be bound by the foregoing limitations.
Insofar as these materials originate in the United Kingdom or are capable of having an effect in the United
Kingdom (within the meaning of section 21 of the Financial Services and Markets Act 2000) they are
directed only at classes of recipient at whom they may lawfully be directed without contravening that
section or any applicable provisions of the Conduct of Business Sourcebook of the Financial Conduct
Authority, including persons of a kind described in Article 19 (Investment professionals) or Article 49 (High
net worth companies, unincorporated associations etc.) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (as amended) and are not intended to be distributed or passed on,
directly or indirectly, to or relied or acted on, by any other class of persons. Torreya (Europe) LLP, which is
authorised and regulated in the United Kingdom by the Financial Conduct Authority, is not acting for you in
connection with any potential transaction(s) described in these materials and thus will not be responsible
for providing you the protections afforded to clients of Torreya (Europe) LLP or for advising you in
connection with any potential transaction(s) as described in these materials except and unless subject to a
subsequent specific written agreement relating to such potential transaction(s) between you and Torreya
(Europe) LLP.

Torreya (Europe) LLP is authorised and regulated by the Financial Conduct Authority. Securities
offered in the United States are offered through Torreya Capital LLC, Member FINRA/SIPC.

Distribution of this presentation to any person other than the recipient is unauthorized. This material must
not be copied, reproduced, distributed or passed to others at any time without the prior written consent of
Torreya. This presentation has been prepared solely for informational purposes and is not to be construed
as a solicitation or an offer to buy or sell any securities or related financial instrument. You should not
construe the contents of this presentation as legal, tax, accounting or investment advice or a
recommendation. Torreya does not provide any tax advice. Any tax statement herein regarding any U.S.
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