ARGONAUT

The Natural Choice in Resources

EQUITY RESEARCH

Financial Advisers | Stockbroking & Research | Special Situations Financing
www.argonaut.com PERTH +61 8 9224 6888 HONG KONG +852 3557 4888

SPEC BUY

Current Price

Target Price

Shares on Issue (m): 972.7
Market Cap ($m): 85.6
Net Debt / (Cash) (Sm): -34.8
Enterprise Value (Sm): 50.8
52 wk High/Low: 0.27 0.08
12m Av Daily Vol (m): 3.85
Risk adjusted valuation (NPVs):
BTX 1503 ($m) 147.1
BTX 1204 ($Sm) 343
BTX 1308 ($m) 42.7
BTX 1701 ($m) 7.1
BTX 1801 ($m) 29.8
Less: Corporate Costs (Sm) -32.5
Add: Unpaid Capital (Sm) 70.8
Total portfolio (Sm) 299.3
Assumed dilution (%) 16%
Diluted Portfolio Value (Sm) 250.5
Add: Current Cash (Sm) 34.8
Valuation (Sm) 285.3
Financials:
4Q19A 1Q20A 2Q20A
Op CF ($m) -4.8 -6.9 -7.6
Inv CF ($m) -0.0 -0.0 -0.1
Fin CF ($m) 0.3 326 9.9
Net CF ($m) 4.6 32.6 9.9
Cash ($m) 4.7 37.3 27.2
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Botanix (BOT)
31 December 2019 Quarterly Report

Analyst | Michael Eidne

Quick Read

BOT is going to take its acne treatment BTX1503 forward to a Phase 3 study and start two
new studies on rosacea and testing the anti-microbial properties of CBD. The results of
the BTX1204 Atopic Dermatitis Study is expected in the current quarter. We maintain our
SPEC BUY recommendation and $0.29 price target.

Quarterly update - Positive

BTX1503 Acne Study moving to the next phase: During the quarter BOT released the
results of its BTX1503 Phase 2 acne trial. We examined these results in detail and
contextualised them with other acne trial results in our November report “Botanix Acne
Results Deep Dive”. As a result of the excellent safety profile and the positive results from

the Australian arm, BOT is preparing to proceed to an end-of-Phase two meeting with the
FDA and preparing for a Phase 3 clinical study. Post the completion of the study BOT has
been working on understanding the differences in results between the Australian and
United States arms and has concluded that the data was sound, but that a manufacturing
deficiency in the United States of the Permatrex® vehicle caused the anomalous result.
BOT believes the recent de-scheduling of the API (Purisys supplied CBD) will simplify the
manufacturing process and prevent inconsistencies in the future. Going forward, the
vehicle, Permatrex®, will be manufactured by a single contract manufacturer in a new
bespoke manufacturing vessel, preventing any chance contamination.

Atopic Dermatitis results are due this quarter: Recruitment for the BTX1204 Atopic
Dermatitis Phase 2 study has been completed, and data is anticipated in the current
quarter. A total of 211 patients have been enrolled across the US, Australia and New
Zealand. The studies main endpoints are safety and efficacy. Atopic dermatitis is an
attractive market due to the fact competing therapies are largely steroidal in nature which
patients can only use for a limited time. CBD’s excellent safety profile could provide long
term relief to patients which could be revolutionary.

Two new studies are about to commence: BOT has received ethics approval for a
BTX1702 Papulopustular Rosacea Study, and this is expected to start in the first quarter
of this year. BOT is also planning to initiate an anti-microbial study on BTX1801 late the
first quarter this calendar year.

BOT is well funded: At the end of the quarter had $27.2m in cash and in the early part of
this quarter received a $7.6m R&D tax refund giving it $34.8m in the bank. BOT is
therefore well-funded for its current program.

What to expect in 2020: Atopic Dermatitis results in the first quarter, the start of the
Rosacea Study, progress in anti-microbial studies, the potential for a commercial deal with
big pharma across BOT’s ever-expanding portfolio of treatments.

Recommendation

We maintain our SPEC BUY recommendation and $0.29 price target
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Important Disclose
Argonaut acted as Joint Lead Manager in respect of the Placement that raised $40M in July 2019 and received fees
commensurate with this service. Argonaut holds or controls 5,000,000 BOT shares.

Information Disclosure
Each research analyst of this material certifies that the views expressed in this research material accurately reflect the
analyst’s personal views about the subject securities and listed corporations. None of the listed corporations reviewed
or any third party has provided or agreed to provide any compensation or other benefits in connection with this material
to any of the analyst(s).

For US persons only

This research report is a product of Argonaut Securities Pty Limited, which is the employer of the research analyst(s)
who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the
United States (US) and are not associated persons of any US regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a US broker-dealer, and is/are not required to satisfy the regulatory licensing requirements
of FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications
with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Argonaut Securities Pty Limited only to “Major Institutional Investors” as
defined by Rule 15a-6(b)(4) of the US Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof
by US Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a
Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender.
Further, this report may not be copied, duplicated and/or transmitted onward to any US person, which is not the Major
Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof
by the SEC in order to conduct certain business with Major Institutional Investors, Argonaut Securities Pty Limited has
entered into an agreement with a US registered broker-dealer, Marco Polo Securities Inc. (“Marco Polo”). Transactions
in securities discussed in this research report should be effected through Marco Polo or another US registered broker
dealer.

Hong Kong Distribution Disclosure

This material is being distributed in Hong Kong by Argonaut Securities (Asia) Limited which is licensed (AXO 052) and
regulated by the Hong Kong Securities and Futures Commission. Further information on any of the securities mentioned
in this material may be obtained on request, and for this purpose, persons in the Hong Kong office should be contacted
at Argonaut Securities (Asia) Limited of Unit 701, 7/F, Henley Building, 5 Queen’s Road Central, Hong Kong, telephone
(852) 3557 48000.

General Disclosure and Disclaimer

This research has been prepared by Argonaut Securities Pty Limited (ABN 72 108 330 650) (“ASPL”) or by Argonaut
Securities (Asia) Limited (“ASAL”) for the use of the clients of ASPL, ASAL and other related bodies corporate (the
“Argonaut Group”) and must not be copied, either in whole or in part, or distributed to any other person. If you are not
the intended recipient you must not use or disclose the information in this report in any way. ASPL is a holder of an
Australian Financial Services License No. 274099 and is a Market Participant of the Australian Stock Exchange Limited.
ASAL has a licence (AXO 052) to Deal and Advise in Securities and Advise on Corporate Finance in Hong Kong with its
activities regulated by the Securities and Futures Ordinance (“SFO”) administered by the Securities and Futures
Commission (“SFC”) of Hong Kong.

Nothing in this report should be construed as personal financial product advice for the purposes of Section 766B of the
Corporations Act 2001 (Cth). This report does not consider any of your objectives, financial situation or needs. The
report may contain general financial product advice and you should therefore consider the appropriateness of the
advice having regard to your situation. We recommend you obtain financial, legal and taxation advice before making
any financial investment decision.

This research is based on information obtained from sources believed to be reliable and ASPL and ASAL have made every
effort to ensure the information in this report is accurate, but we do not make any representation or warranty that it is
accurate, reliable, complete or up to date. The Argonaut Group accepts no obligation to correct or update the
information or the opinions in it. Opinions expressed are subject to change without notice and accurately reflect the
analyst(s)’ personal views at the time of writing. No member of the Argonaut Group or its respective employees, agents
or consultants accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use
of this research and/or further communication in relation to this research.

Nothing in this research shall be construed as a solicitation to buy or sell any financial product, or to engage in or refrain
from engaging in any transaction. The Argonaut Group and/or its associates, including ASPL, ASAL, officers or employees
may have interests in the financial products or a relationship with the issuer of the financial products referred to in this
report by acting in various roles including as investment banker, underwriter or dealer, holder of principal positions,
broker, director or adviser. Further, they may buy or sell those securities as principal or agent, and as such may effect
transactions which are not consistent with the recommendations (if any) in this research. The Argonaut Group and/or
its associates, including ASPL and ASAL, may receive fees, brokerage or commissions for acting in those capacities and
the reader should assume that this is the case.

There are risks involved in securities trading. The price of securities can and does fluctuate, and an individual security
may even become valueless. International investors are reminded of the additional risks inherent in international
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investments, such as currency fluctuations and international stock market or economic conditions, which may adversely
affect the value of the investment.

The analyst(s) principally responsible for the preparation of this research may receive compensation based on ASPL’s
and / or ASAL’s overall revenues.

Copyright

© 2020. All rights reserved. No part of this document may be reproduced or distributed in any manner without the
written permission of Argonaut Securities Pty Limited and / or Argonaut Securities (Asia) Limited. Argonaut Securities
Pty Limited and Argonaut Securities (Asia) Limited specifically prohibits the re-distribution of this document, via the
internet or otherwise, and accepts no liability whatsoever for the actions of third parties in this respect.
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