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Target Price Change

Encouraging Q1 and debt re-financing deal

Pharming has started 2017 with a number of positive developments. Q117 product sales (€15.2m) and

operating profit (€3.9m) significantly beat our expectations, leading us to raise our FY17 sales/operating profit

forecasts. Pharming has also secured a $100m (€91.7m) loan from Orbimed that eliminates net 115m in

potential shares that could have been converted against the €35.9m amortising bond (24% dilution to existing

holders) and replaces a prior €37.6m senior debt facility. With encouraging Ruconest US sales performance

since taking over from Valeant Pharmaceuticals in December 2016 and in our view a positive debt re-financing

deal, we reiterate our Buy rating with an increased target price of €0.68 (vs €0.66).

US Ruconest sales show encouraging trends. Since regaining US rights to

Ruconest from Valeant Pharmaceuticals in December 2016, IMS reported

in-market sales (to March 2017) of the product have jumped to a monthly

average of $4.6m compared to $2.8m average for the preceding four months

(see overleaf). Q117 US sales of $13.4m were 2.4x higher than Q116 at

$5.5m. A slightly larger and more reinvigorated/competitive sales force is

clearly having an impact. Pharming's reported Q117 sales of €15.2m is ~90%

derived from sales to US pharmacies, and with no apparent significant

stocking in the quarter we have raised our FY17 revenues to €55.6m (vs

€47.5m), which may still prove conservative given the Q117 run-rate. With

COGS in Q1 of 11%, we lower our FY17 COGS to 10% from 15%, and with

opex largely in line and therefore unchanged for FY17, we now forecast an

operating profit of €9.1m in FY17 (vs a loss of €0.4m previously).

Debt re-finance removes dilution overhang. The $100m (€91.7m) Orbimed

loan runs for four years and comes with 9m in warrant coverage, a 12%

interest rate (11% when net US sales >$100m) and we assume debt

repayments commence in 2019. This has been used to redeem the €35.9m

amortising bond that was outstanding and required 124m in share coverage,

that could have all been converted at a significant discount to the market price.

Net of the new warrants under the Orbimed loan, this has removed a potential

24% dilution to existing holders by removing 115m in new shares required to

cover the bond. Linked to this, Pharming has now cancelled its AGM proposal

to increase its authorised share capital by 150m new shares to 950m shares,

again easing further potential dilution concerns. In addition, the €37.6m senior

debt facility with Silicon Valley Bank and Kreos Capital has been replaced. The

€11.8m (8.25%) ordinary bond is unchanged. Early repayment charges of

€14.7m, plus undisclosed legal fees, will be charged to Q217, the primary

reason our FY17 net loss has increased to €19.3m vs €8.3m previously.

Reiterate Buy. We viewed the regaining of US rights to Ruconest as a

transformational deal for Pharming, which appears to be playing out with

encouraging sales performance, resulting in immediate operating profitability in

FY17 (vs FY19 under the prior Valeant deal). While we had expected the

amortising bond to be re-financed (so had not factored in the full dilution

impact in our target price), we are encouraged by the early redemption. The

increased target price to €0.68 (vs €0.66) results from the uplift to FY17 sales

in our NPV based model. Risks to our forecasts include the outcome of Shire's

Phase III study with SHP-643 (due Q217) and FDA approval for CSL's

Haegarda (mid-2017), both potential SC injections for prophylactic use.
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Key data

Bloomberg/Reuters codes: PHARM NA / PHAR.AS

Market cap (€m) 159

Amsterdam Stock

Exchange Amsterdam

Midkap Index

801

1mth perf (%) 16.1

3mths perf (%) 6.3

12mths perf (%) 61.9

12mth high-low (€) 0 - 0

Free float (%) 97

Key financials

Year to Dec 2016A 2017E 2018E

Sales (€) 15.9 55.6 73.5

EBIT adj (11.88) 12.35 19.30

EBIT margin (%) (74.8) (12.7) 20.7

EPS adj (c) (0.0) (0.0) 0.0

EV/EBITDA (x) -- -- --

PE adj (x) NA NA 53.3

Div yield (%) 0 0 0

FCF yield (%) 0 0 0

Prices are intraday 17 May 2017 16:10 CEST

All sources unless otherwise stated: Company
data, FactSet, Stifel estimates
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Key data
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Key valuation ratios (x)

2016A 2017E 2018E 2019E

PE adj (x) NA NA 53.3 6.1

ROCE (% incl. gross goodwill) (0.6) (1.3) (0.0) 0.6

Div yield (%) 0 0 0 0

Key profit and loss data (€)

2016A 2017E 2018E 2019E

Sales (€) 15.9 55.6 73.5 114.4

EBITDA adj (11.1) 15.7 22.6 47.8

EBIT adj (11.88) 12.35 19.30 44.47

EBIT adj margin (%) (74.8) 22.2 26.2 38.9

Net income (17.9) (16.0) 3.2 28.0

EPS adj (c) (0.0) (0.0) 0.0 0.1

Key cash flow data (€)

2016A 2017E 2018E 2019E

Operating profit (11.9) (7.1) 15.3 40.1

Depreciation 0 0 0 0

Other 0 0 0 0

Operating cash flow (10.1) 3.7 23.7 51.1

Taxes paid 0 0 0 0

Net interest 0.0 (8.9) (12.1) (12.1)

Capex (1.2) (2.2) (2.0) (1.8)

Free cash flow (11.3) (7.4) 9.6 37.2

Change in cash (58) (22) 10 19

Net debt 34.6 72.7 63.9 45.5

Key balance sheet (€)

2016A 2017E 2018E 2019E

Intangible assets 57 55 50 45

PPE 6 6 6 6

Cash 32 31 40 21

Key information

Target price methodology/risks

Our €0.68 per share target price is based on a risk-adjusted
product-based NPV valuation.

Risks to the investment include Pharming’s ability to successfully
execute the US promotional strategy on Ruconest, and that market
acceptance may be lower than expected (or unforeseen safety and
efficacy issues impact Ruconest). Competition may also increase from
mid-2017 onwards (new prophylactic treatments), and the increasing
tendency of health insurers to reduce costs and reimbursement may
provide additional headwind to Ruconest commercialisation.

Business description

Pharming is a Dutch biotechnology company with a platform
technology for producing recombinant proteins in rabbit milk. The
company’s lead product, Ruconest, is approved in Europe and the US
for the treatment of hereditary angioedema (HAE).

Senior management

Chairman - Jaap Blaak

Chief Executive Officer - Sijmen de Vries

Chief Operating Officer - Bruno Giannetti

Chief Financial Officer- Robin Wright

Key dates

27 July 2017 - H117 results

26 October 2017 - 9M17 results

Major shareholders

Kingdon Capital Management - 1.84%

Website

http://www.pharming.com/
1

Year end December
Data in millions, except per share and percentages

Source: Company data, FactSet, Stifel estimates

Pharming Group N.V.
17 May 2017

Page 2



 

Ruconest US sales 

 

Figure 1: US Ruconest sales since launch 

 

Source: IMS data (in-market sales) 
Green bars show sales since Pharming regained US rights from Valeant Pharmaceuticals  
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Figure 2: Pharming P&L (2015A - 2020E) 

Year to 31 December 2015A 2016A 2017E 2018E 2019E 2020E 

€m       

License fees 2.2  2.2  1.1  0.8  0.8  0.8  

Milestones 0.0  0.0  0.0  0.0  0.0  0.0  

Product sales and royalties 8.6  13.7  54.5  72.7  113.6  163.6  

 _______ _______ _______ _______ _______ _______ 

Total sales 10.8 15.9 55.6 73.5 114.4 164.4 

%ch -49% 47% 250% 32% 56% 44% 

       

COGS % 44.3% 29.5% 10.0% 10.0% 10.0% 10.0% 

       

COGS (4.8) (4.7) (5.6) (7.4) (11.4) (16.4) 

 _______ _______ _______ _______ _______ _______ 

Gross profit 6.0 11.2 50.1 66.2 103.0 148.0 

       

General and admin (3.7) (4.6) (2.2) (2.8) (3.4) (4.3) 

Marketing and sales (1.1) (3.0) (16.5) (22.3) (34.3) (49.3) 

R&D (14.2) (15.4) (19.0) (21.9) (20.8) (18.7) 

Amortisation 0.0  0.0  (3.3) (3.3) (3.3) (3.3) 

Other 0.2  0.3  0.0  0.0  0.0  0.0  

 _______ _______ _______ _______ _______ _______ 

Operating profit (12.8) (11.5) 9.1  16.0  41.2  72.4  

       

Operating margins  -118.2% -72.7% 16.3% 21.8% 36.0% 44.0% 

       

Net interest 2.8  (6.0) (8.9) (12.1) (12.1) (12.1) 

Exceptionals   (19.4) (4.0) (4.4) (3.2) 

 _______ _______ _______ _______ _______ _______ 

PBT (10.0) (17.5) (19.3) (0.1) 24.7  57.1  

       

Tax rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

       

Taxation 0  0  0  0  0  0  

 _______ _______ _______ _______ _______ _______ 

Profit after tax (10.0) (17.5) (19.3) (0.1) 24.7  57.1  

 _______ _______ _______ _______ _______ _______ 

Ratios       

EBITDA (12.8) (10.8) 12.4  19.3  44.5  75.7  

GP 55.7% 70.5% 90.0% 90.0% 90.0% 90.0% 

SG&A 34.6% 29.2% 4.0% 3.7% 3.0% 2.6% 

R&D 131.1% 96.9% 34.2% 29.7% 18.1% 11.4% 

Operating Profit -118.2% -72.7% 16.3% 21.8% 36.0% 44.0% 

Shares        408         416          478         485         485         485  

EPS (€) (0.02) (0.04) (0.04) (0.00) 0.05  0.12  

adj. EPS (pre-amortisation) (0.02) (0.04) (0.03) 0.01  0.06  0.12  

DPS (€) 0.0  0.0  0.0  0.0  0.0  0.0  
 

Source: Company data; Stifel estimates 
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Figure 3: Pharming balance sheet (2015A - 2020E) 

Year to 31 December 2015A 2016A 2017E 2018E 2019E 2020E 

€m       

Intangible assets 0.7  56.7  54.7  49.7  44.7  39.7  

Tangible assets 5.7  6.0  6.4  6.4  6.4  6.4  

Other (long-term prepayments) 0.0  1.6  2.5  2.5  2.5  2.5  

Restricted cash 0.2  0.2  0.2  0.2  0.2  0.2  

 _______ _______ _______ _______ _______ _______ 

Fixed Assets 6.6  64.6  63.8  58.8  53.8  48.8  

       

Inventories 16.2  17.9  19.7  21.7  22.8  23.9  

Debtors 3.2  12.4  15.6  14.7  14.9  21.4  

Cash 31.6  31.9  30.8  39.6  21.4  29.4  

 _______ _______ _______ _______ _______ _______ 

Current Assets 51.0  62.2 66.1 76.0 59.0 74.8 

       

Creditors-< 1 year (13.5) (51.4) (21.6) (63.8) (71.7) (71.6) 

of which borrowings (3.0) (26.1) 0.0  (36.7) (36.7) (27.2) 

Creditors- >1 year (20.3) (47.9) (157.5) (124.9) (74.6) (32.6) 

of which borrowings (11.8) (40.4) (103.5) (66.8) (30.1) (3.0) 

Provisions 0.0   64.6  69.1  73.4  77.7  

 _______ _______ _______ _______ _______ _______ 

Net Assets 23.8  27.5  15.3  15.2  39.9  97.0  

       

Capital and reserves       

Share capital 4.1  4.6  4.8  4.8  4.8  4.8  

Share premium 283.4  301.9  308.9  308.9  308.9  308.9  

Other reserves 0.0  0.1  0.0  0.0  0.0  0.0  

Profit & loss account (263.7) (279.0) (298.3) (298.4) (273.7) (216.6) 

       

 _______ _______ _______ _______ _______ _______ 

Shareholder's funds 23.8  27.5  15.3  15.2  39.9  97.0  

 _______ _______ _______ _______ _______ _______ 
 

Source: Company data; Stifel estimates 
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Figure 4: Pharming cash flow (2015A - 2020E) 

Year to 31 December 2015A 2016A 2017E 2018E 2019E 2020E 

€m       

Operating Income (12.8) (11.5) 9.1  16.0  41.2  72.4  

add: depreciation 0.0  0.0  0.0  0.0  0.0  0.0  

add: amortisation 0.0  0.8  3.3  3.3  3.3  3.3  

Non-cash revenue   (1.1) (0.8) (0.8) (0.8) 

Provisions for liabilities & charges 1.7  0.0  0.0  0.0  0.0  0.0  

less: increase in w.capital (5.3) 0.6  (8.6) 4.4  6.6  1.8  

       

Tax paid 0.0  0.0  0.0  0.0  0.0  0.0  

Capex/intangibles (0.9) (1.2) (2.2) (2.0) (1.8) (1.8) 

Interest (net) 0.1  0.0  (8.9) (12.1) (12.1) (12.1) 

 _______ _______ _______ _______ _______ _______ 

Free Cashflow (17.2) (11.3) (8.4) 8.8  36.4  62.8  

       

Other 0.7  7.1  (14.7) 0.0  0.0  0.0  

Acquisitions 0.0  (56.0) 0.0  0.0  (18.0) (18.0) 

Dividends 0.0  0.0  0.0  0.0  0.0  0.0  

Financing 0.5  8.8  (15.0) 0.0  0.0  0.0  

       

 _______ _______ _______ _______ _______ _______ 

Cashflow (16.0) (51.4) (38.1) 8.8  18.4  44.8  

 _______ _______ _______ _______ _______ _______ 

       

Net cash/(debt) 16.8  (34.6) (72.7) (63.9) (45.5) (0.7) 
 

Source: Company data; Stifel estimates 
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Important Disclosures and Certifications

We, Christian Glennie and Max Herrmann, certify that our respective views expressed in this research report
accurately reflect our respective personal views about the subject securities or issuers; and we, Christian
Glennie and Max Herrmann, certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendations or views contained in this research report. Our European Policy for
Managing Research Conflicts of Interest is available at www.stifel.com.
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05/18/16
B:€0.71

08/22/16
SU:NA

12/09/16
B:€0.66

Rating and Price Target History for: Pharming Group N.V. (PHARM/NA) as of 05-16-2017

Created by BlueMatrix

Rating Key

        B - Buy                 UR - Under Review

        H - Hold               NR - No Rating

        S - Sell                 NA - Not Applicable

        I - Initiation          SU - Rating Suspended

        D - Discontinued

 

For a price chart with our ratings and any applicable target price changes for PHARM.NA go to
http://stifel2.bluematrix.com/sellside/Disclosures.action?ticker=PHARM.NA

Stifel or an affiliate managed or co-managed a public offering of securities for Pharming Group N.V. in the past 12
months.

Stifel or an affiliate has received compensation for investment banking services from Pharming Group N.V. in the past
12 months.

Stifel or an affiliate expects to receive or intends to seek compensation for investment banking services from Pharming
Group N.V. in the next 3 months.

Pharming Group N.V. is provided with investment banking services by Stifel or was provided with investment banking
services by Stifel or an affiliate within the past 12 months.

Pharming Group N.V. is a client of Stifel or an affiliate or was a client of Stifel or an affiliate within the past 12 months.

Stifel or an affiliate is a corporate broker and/or advisor to Pharming Group N.V..

The equity research analyst(s) responsible for the preparation of this report receive(s) compensation based on various
factors, including Stifel’s overall revenue, which includes investment banking revenue.

Our investment rating system is three tiered, defined as follows:

BUY -We expect a total return of greater than 10% over the next 12 months with total return equal to the percentage
price change plus dividend yield.

HOLD -We expect a total return between -5% and 10% over the next 12 months with total return equal to the
percentage price change plus dividend yield.

SELL -We expect a total return below -5% over the next 12 months with total return equal to the percentage price
change plus dividend yield.

Occasionally, we use the ancillary rating of SUSPENDED (SU) to indicate a long-term suspension in rating and/or
target price, and/or coverage due to applicable regulations or Stifel policies. SUSPENDED indicates the analyst is
unable to determine a “reasonable basis” for rating/target price or estimates due to lack of publicly available information
or the inability to quantify the publicly available information provided by the company and it is unknown when the
outlook will be clarified. SUSPENDED may also be used when an analyst has left the firm.

Of the securities we rate, 46% are rated Buy, 43% are rated Hold, 1% are rated Sell and 10% are rated Suspended.
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Within the last 12 months, Stifel or an affiliate has provided investment banking services for 20%, 8%, 0% and 8% of
the companies whose shares are rated Buy, Hold, Sell and Suspended, respectively.

Additional Disclosures

Please visit the Research Page at www.stifel.com for the current research disclosures and respective target price
methodology applicable to the companies mentioned in this publication that are within Stifel's coverage universe. For a
discussion of risks to target price please see our stand-alone company reports and notes for all stocks.

The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us
and is not a complete summary or statement of all available data, nor is it considered an offer to buy or sell any
securities referred to herein. Opinions expressed are subject to change without notice and do not take into account the
particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates
may, at times, release written or oral commentary, technical analysis or trading strategies that differ from the opinions
expressed within. Past performance should not and cannot be viewed as an indicator of future performance.

As a multi-disciplined financial services firm, Stifel regularly seeks investment banking assignments and compensation
from issuers for services including, but not limited to, acting as an underwriter in an offering or financial advisor in a
merger or acquisition, or serving as a placement agent in private transactions.

Affiliate Disclosures

“Stifel”, includes Stifel Nicolaus & Company (“SNC”), a US broker-dealer registered with the United States Securities
and Exchange Commission and the Financial Industry National Regulatory Authority and Stifel Nicolaus Europe
Limited (“SNEL”), which is authorized and regulated by the Financial Conduct Authority (“FCA”), (FRN 190412) and is a
member of the London Stock Exchange.

Registration of non-US Analysts: Any non-US research analyst employed by SNEL contributing to this report is not
registered/qualified as a research analyst with FINRA and is not an associated person of the US broker-dealer and
therefore may not be subject to FINRA Rule 2241 or NYSE Rule 472 restrictions on communications with a subject
company, public appearances, and trading securities held by a research analyst account.

Country Specific and Jurisdictional Disclosures

United States: Research produced and distributed by SNEL is distributed by SNEL to “Major US Institutional
Investors” as defined in Rule 15a-6 under the US Securities Exchange Act of 1934, as amended. SNC may also
distribute research prepared by SNEL directly to US clients, including US clients that are not Major US Institutional
Investors. In these instances, SNC accepts responsibility for the content. SNEL is a non-US broker-dealer and
accordingly, any transaction by a US client in the securities discussed in the document must be effected by SNC. US
clients wishing to place an order should contact their SNC representative.

Canadian Distribution: Research produced by SNEL is distributed in Canada by SNC in reliance on the international
dealer exemption. This material is intended for use only by professional or institutional investors. None of the
investments or investment services mentioned or described herein is available to other persons or to anyone in
Canada who is not a “permitted client” as defined under applicable Canadian securities law.

UK and European Economic Area (EEA): This report is distributed in the EEA by SNEL, which is authorized and
regulated in the United Kingdom by the FCA. In these instances, SNEL accepts responsibility for the content. Research
produced by SNEL is not intended for use by and should not be made available to non-professional clients.

The complete preceding 12-month recommendations history related to recommendation(s) in this research report is
available at https://stifel2.bluematrix.com/sellside/MAR.action

Brunei: This document has not been delivered to, registered with or approved by the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance or the Autoriti
Monetari Brunei Darussalam. This document and the information contained within will not be registered with any
relevant Brunei Authorities under the relevant securities laws of Brunei Darussalam. The interests in the document
have not been and will not be offered, transferred, delivered or sold in or from any part of Brunei Darussalam. This
document and the information contained within is strictly private and confidential and is being distributed to a limited
number of accredited investors, expert investors and institutional investors under the Securities Markets Order, 2013
("Relevant Persons") upon their request and confirmation that they fully understand that neither the document nor the
information contained within have been approved or licensed by or registered with the Brunei Darussalam Registrar of
Companies, Registrar of International Business Companies, the Brunei Darussalam Ministry of Finance, the Autoriti
Monetari Brunei Darussalam or any other relevant governmental agencies within Brunei Darussalam. This document
and the information contained within must not be acted on or relied on by persons who are not Relevant Persons. Any
investment or investment activity to which the document or information contained within is only available to, and will be
engaged in only with Relevant Persons.

In jurisdictions where Stifel is not already licensed or registered to trade securities, transactions will only be affected in
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accordance with local securities legislation which will vary from jurisdiction to jurisdiction and may require that a
transaction is carried out in accordance with applicable exemptions from registration and licensing requirements.
Non-US customers wishing to effect transactions should contact a representative of the Stifel entity in their regional
jurisdiction except where governing law permits otherwise. US customers wishing to effect transactions should contact
their US salesperson.

The recommendation contained in this report was produced at 17 May 2017 10:22EDT and disseminated at 17 May
2017 10:22EDT.

The securities discussed in this report may not be available for sale in all jurisdictions and may have adverse tax
implications for investors. Clients are advised to speak with their legal or tax advisor prior to making an investment
decision.

Additional Information is Available Upon Request

© 2017 Stifel. This report is produced for the use of Stifel customers and may not be reproduced, re-distributed or
passed to any other person or published in whole or in part for any purpose without the prior consent of Stifel. Stifel
Nicolaus Europe Ltd. 150 Cheapside, London, EC2V 6ET. Registered in England Number 03719559
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