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           Aptorum Group Ltd.        (APM_US) 
 

Business Update Note                 Specialty Pharma 

January 28, 2021 

Aptorum’s wholly owned subsidiary, Aptorum Innovations Holding 
Limited (Holding) has on 30th December 2020 entered into an 
Evaluation Agreement with Illumina Inc (Illumina). Holding will 
evaluate the data and performance of Illumina’s latest Next 
Generation Sequencing (NGS) platform product based on the 
workflow of Holding’s molecular rapid pathogen identification and 
detection diagnostics technology (RPIDD), at Holding’s evaluation 
site. 
 
Illumina is one of the largest NGS platform in the world. The 
Evaluation Agreement with Illumina could be the first step towards 
potential collaboration in the future. The evaluation process begins 
with the study to demonstrate potential compatibility of existing 
Aptorum's RPIDD liquid biopsy technology for infectious disease 
molecular diagnostics with one of Illumina's latest NGS platform 
product. The evaluation will also include accuracy, costs and 
turnaround time required for the process.  Depending on the results 
of the evaluation, Aptorum aims to accelerate its commercialization 
timeline of RPIDD by potential collaboration with major NGS 
platforms to bring this technology as a potential first in line product 
for infectious disease diagnostics. 
 
The massively parallel sequencing technology known as NGS has 
revolutionized the biological sciences. With its ultra-high 
throughput, scalability, and speed, NGS enables researchers to 
perform a wide variety of applications and study biological systems 
at a level which was never possible before. 
 
Today's complex genomic research questions demand a depth of 
information beyond the capacity of traditional DNA sequencing 
technologies. NGS has filled that gap and become an everyday 
research tool to address these questions. 
 
About Illumina 
Illumina is a leading developer, manufacturer, and marketer of life 
science tools and integrated systems for large-scale analysis of 
genetic variation and function. These systems are enabling studies 
that were not even imaginable just a few years ago and moving the 
world closer to the realization of personalized medicine. With rapid 
advances in technology taking place, the company offers solutions 
that are not only innovative, but flexible, and scalable, with industry-
leading support and service. The company’s customers include a 
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broad range of academic, government, pharmaceutical, biotechnology, and 
other leading institutions around the globe. 
 
Illumina has developed a comprehensive line of products that address the 
scale of experimentation and breadth of functional analysis to advance 
disease research, drug development, and the development of molecular tests. 
Their broad portfolio of leading-edge sequencing and array-based solutions 
address a range of genomic complexity and throughput, enabling researchers 
to select the best solution for their scientific challenge. 
 
Short Term PT US$15; 345% Upside  
We maintain a one-year short term PT on Aptorum of US$15 per share 
implying an upside of 345% over the current price of US$3.37 for the stock. 
We had initiated coverage on Aptorum on 24 April 2019 with a target price 
of US$25 per share and had revised it upwards to US$35 per share on account 
of the expected incremental value from the newly launched Smart-ACT 
Platform. Interestingly, the stock reached a high of US$14.23, just short of our 
target price of US$15 per share after the announcement of infectious disease 
liquid biopsy start-up. We believe that the new technological startup will add 
more value to the company’s stock when the revenue starts to accrue from it 
in the next couple of years. 
 
The stock had reached an all-time high of US$33.28 in June 2019, which is 
consistent with our long-term US$35 target price, and we believe helps to 
reaffirm both our thesis and valuation/target.  We continue to maintain our 
long-term price target at US$35 per share with a one-year short-term price 
target of US$15 per share implying an upside of 345%. The long-term price 
target partly includes the conservative DCF value from the Smart-ACT 
Platform. Once the Smart-ACT Platform and the RPIDD technology startup 
start to deliver on the expected lines we will include the complete DCF value 
and revise the stock price accordingly.  
 
The recent volatility in the stock price is mainly attributed to the global 
economic downturn caused by the spread of the Covid-19 pandemic. 
According to the company, despite the virus situation, the recent 
development progress and expansion of pipeline continue to operate on a 
business-as-usual basis and have not been affected by the Covid-19 
pandemic. With the recent capital infusion completed by the company the 
fundamentals remain strong and on track to drive growth and create value 
for shareholders. 
 
As of June 30, 2020, cash, restricted cash and marketable securities totaled 
approximately US$4.4 million and total equity was approximately US$17.5 
million. 
 
We believe that the company’s existing cash, restricted cash and marketable 
securities, together with undrawn line of credit facility from related parties, 
will enable it to fund its operating and capital expenditure requirements till 
the end of 2021. 
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Stock Upside from Strong Pipeline 
We believe that Aptorum’s projects satisfy large unmet needs in each of 
their respective therapeutic areas, and Aptorum would have the ability to 
capture a very significant portion of their target markets if successfully 
commercialized.   
 
We factor in a value of US$400 million which is 20% of the total DCF value 
of US$2 billion (lower estimate) which is attributable to the Aptorum from 
the Smart-ACT platform in 2020.  Apart from the Smart-ACT platform, the 
equity value of the Aptorum amounts to US$676 million.   
 
We thus arrive at a combined value for the Smart-ACT platform and 
existing new drug development business to US$1076 million for the 
Aptorum. Our DCF value is also supported by our sum-of-the-parts [SOTP] 
valuation in which we value each of the three lead projects separately and 
obtained a value of US$450 million for ALS-4, US$154 million for NLS-1 
and US$72 million for ALS-1. 
 
We have included a very conservative estimate of the expected DCF value 
from the Smart-ACT platform at the end of the year 2020 in our 
calculations as we think the Smart-ACT platform can deliver incremental 
value to the shareholders at a faster pace in comparison to the existing new 
drug development model of the company.   
 
We have added the DCF value from the Smart-ACT platform in lump sum 
to the total equity value of Aptorum and would be in a stage to include 
revenue, earnings and free cashflow estimates from the Smart-ACT 
platform in our financial model as we see further progress and 
implementation going forward.  
 
According to the company, the Smart-ACT platform is expected to generate 
a sum-of-the-parts DCF value in the range of US$2.2 billion to US$4.4 
billion by the end of 2020 developed from either the commercialization or 
out licensing monetization strategies. 
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Income Statement ($ million) 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 

Revenue             -               0.4           0.5           0.7           1.2            1.5            1.9     1,317.0  

y/y   40% 35% 60% 30% 30% 67549% 

COGS             -    -0.3 -0.8 -0.5 -0.6 -0.6 -0.7 -0.6 

as a % of sales             -    83% 148% 66% 53% 42% 34% 0% 

Development expenses -2.6 -3.1 -6.9 -7.9 -7.4 -23.4 -18.0 -13.8 

Selling, General & Admin Expense -2.9 -6.7 -10.8 -10.4 -9.6 -7.6 -4.7 -4.8 

Other Operating expenses -0.3 -0.6 -0.2 -0.6 -0.7 -0.7 -0.8 -0.9 

Operating Income -5.7 -10.3 -18.2 -18.6 -17.1 -31.0 -22.2 1297.0 

y/y  -81% -76% -2% 8% -81% 28% 5943% 

Interest Expense             -    -4.5 -3.7 -1.1 -3.6 -3.6 -3.6 -3.6 

Other recurring (expenses)/income            3.1          - 0.3          1.8            -              -               -               -               -    

Pretax Income (reported) -2.6 -15.1 -20.1 -19.7 -20.7 -34.6 -25.8 1293.4 

y/y  -491% -33% 2% -5% -67% 25% 5114% 

Pretax Income (adjusted) -2.6 -15.1 -20.1 -19.7 -20.7 -34.6 -25.8 1293.4 

y/y  -491% -33% 2% -5% -67% 25% 5114% 

  - Income Tax Expense             -                -              -              -              -               -               -               -    

effective tax rate (%)             -                -              -              -              -               -               -               -    

  - Minority Interests            0.0  -0.3 -1.4 -1.4 -1.4 -1.4 -1.4 -1.4 

Income Before XO Items -2.5 -14.8 -18.7 -21.2 -22.1 -36.0 -27.2 1292.0 

y/y  -482% -26% -13% -5% -63% 24% 4845% 

  - Extraordinary Loss Net of Tax             -                -              -              -              -               -               -               -    

Net Income attributable to Aptorum Group Limited (reported) -2.5 -14.8 -18.7 -21.2 -22.1 -36.0 -27.2 1292.0 

y/y  482% 26% 13% 5% 63% -24% 4845% 

Exceptional (L)G             -                -              -              -              -               -               -               -    

Net Income attributable to Aptorum Group Limited (adjusted) -2.5 -14.8 -18.7 -21.2 -22.1 -36.0 -27.2 1292.0 

y/y  -482% -26% -13% -5% -63% 24% 4845% 

Basic EPS (reported) -0.09 -0.53 -0.64 -0.70 -0.72 -1.15 -0.85 40.47 

Basic EPS (adjusted) -0.09 -0.53 -0.64 -0.70 -0.72 -1.15 -0.85 40.47 

         

Basic Weighted Avg Shares          27.0  27.9 29.0 30.4 30.9 31.3 31.9 31.9 

         

Diluted EPS (reported) -0.09 -0.53 -0.64 -0.70 -0.72 -1.15 -0.85 40.47 

         

Diluted EPS (adjusted) -0.09 -0.53 -0.64 -0.70 -0.72 -1.15 -0.85 40.47 

         

Diluted Weighted Avg Shares          27.0  27.9 29.0 30.4 30.9 31.3 31.9 31.9 

 

 

*All numbers are adjusted for probability of success 
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Balance Sheet (US$ million) 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 

Assets         

  + Cash & Near Cash Items        16.73         26.11         5.29         3.47       23.56          4.00          0.35   1,294.00  

  + Short-Term Investments          3.07           1.13         1.27         1.27         1.27          1.27          1.27          1.27  

  + Accounts & Notes Receivable             -             0.00         0.04         0.06         0.09          0.12          0.16          0.18  

  + Inventories             -             0.03         0.03         0.16         0.20          0.21          0.22          0.20  

  + Other Current Assets          0.48           1.45         1.40         1.40         1.40          1.40          1.40          1.40  

Total Current Assets        20.28           28.72             8.03             6.36            26.52              7.00              3.40       1,297.05  

  + Long-Term Investments          7.40           7.09         7.11         0.29         0.29          0.29          0.29          0.29  

    + Gross Fixed Assets          0.35           4.76         8.67       10.03       10.74        11.28        11.68        11.98  

    - Accumulated Depreciation 0.00 -0.50 -1.58 -2.48 -3.02 -3.58 -4.17 -4.77 

  + Net Fixed Assets        0.35           4.26         7.09         7.54         7.72          7.69          7.51          7.21  

  + Other Long-Term Assets          2.06           3.59         0.41         7.22         7.22          7.22          7.22          7.22  

  + Goodwill & other Intangible Assets          1.47           1.41         1.31         1.31         1.31          1.31          1.31          1.31  

Total Long-Term Assets        11.28         16.35       15.92       16.37       16.55        16.52        16.34        16.04  

Total Assets        31.56         45.07       23.95       22.73       43.07        23.52        19.73   1,313.09  

         

Liabilities & Shareholders' Equity         

  + Accounts Payable          0.65           1.25         2.59         0.18         0.23          0.24          0.24          0.23  

  + Short-Term Borrowings          0.48         10.15         0.05       11.00       11.00        11.00        11.00        11.00  

  + Other Short-Term Liabilities          0.20           0.79         0.04         0.04         0.04          0.04          0.04          0.04  

Total Current Liabilities          1.33         12.18         2.67       11.22       11.27        11.28        11.29        11.27  

  + Long-Term Borrowings             -             0.14         0.10            -         25.00        25.00        25.00        25.00  

  + Other Long-Term Liabilities             -                -           6.33         6.40         6.40          6.40          6.40          6.40  

Total Liabilities          1.33         12.33         9.10       17.62       42.67        42.68        42.69        42.67  

  + Total Preferred Equity             -                -              -              -              -               -               -               -    

  + Share Capital & APIC          33.2           52.0         53.9         63.9         79.9          94.9        116.9        116.9  

  + Retained Earnings & Other Equity -2.92 -18.86 -37.56 -58.74 -80.88 -116.87 -144.10 1147.85 

Total Shareholders' Equity 30.24 33.11 16.36 5.18 -0.96 -21.95 -27.17 1264.78 

  + Minority Interest -0.01 -0.37 -1.51 -0.08 1.35 2.78 4.21 5.64 

Total Liabilities & Equity 31.56 45.07 23.95 22.72 43.06 23.51 19.72 1313.09 
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Cash Flow ($ million) 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 

  + Net Income -2.56 -15.13 -20.12 -21.18 -22.14 -35.99 -27.23 1291.95 

  + Depreciation & Amortization 0.06 0.68 1.30 0.50 0.54 0.56 0.58 0.60 

  + Other Non-Cash Adjustments -3.08 4.81 4.22 1.43 1.43 1.43 1.43 1.43 

  + Changes in Working Capital -0.20 -0.39 1.22 -2.55 -0.03 -0.03 -0.04 -0.03 

Cash From Operating Activities -5.78 -10.04 -13.38 -21.79 -20.20 -34.02 -25.25 1293.95 

  + Disposal of Fixed Assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  + Capital Expenditures -3.06 -6.06 -0.91 -0.95 -0.71 -0.54 -0.40 -0.30 

  + Increase in Investments 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  + Decrease in Investments 16.05 0.00 1.00 0.00 0.00 0.00 0.00 0.00 

  + Other Investing Activities -0.19 0.00 -0.20 0.00 0.00 0.00 0.00 0.00 

Cash From Investing Activities 12.80 -6.06 -0.11 -0.95 -0.71 -0.54 -0.40 -0.30 

  + Dividends Paid 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  + Change in Short-Term Borrowings 0.48 14.96 -0.05 10.95 0.00 0.00 0.00 0.00 

  + Increase in Long-Term Borrowing 0.00 0.00 6.33 -0.10 25.00 0.00 0.00 0.00 

  + Decrease in Long-term Borrowing 0.00 0.00 -13.60 0.00 0.00 0.00 0.00 0.00 

  + Increase in Capital Stocks 8.60 10.52 0.00 10.00 16.00 15.00 22.00 0.00 

  + Decrease in Capital Stocks 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  + Other Financing Activities 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Cash from Financing Activities 9.08 25.48 -7.32 20.86 41.00 15.00 22.00 0.00 

Effect of Exchange Rate Changes 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Net Changes in Cash 16.10 9.38 -20.81 -1.89 20.08 -19.56 -3.65 1293.65 

Opening cash 0.62 16.73 26.11 5.29 3.47 23.56 4.00 0.35 

Closing cash 16.73 26.11 5.29 3.47 23.56 4.00 0.35 1294.00 
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DCF model 2017 2018 2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 

 (in $ million)                              

EBIT -5.7 -10.3 -18.2 -18.6 -17.1 -31.0 -22.2 1,297.0 217.4 3.9 5.5 5.7 7.5 9.7 

% growth   81% 76% 2% -8% 81% -28% -5943% -83% -98% 43% 3% 31% 29% 

                              

Taxes @ 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 4.0% 7.0% 10.0% 12.0% 

                              

EBIAT -5.7 -10.3 -18.2 -18.6 -17.1 -31.0 -22.2 1,297.0 217.4 3.9 5.3 5.3 6.8 8.5 

% growth   81% 76% 4% 5% 4% 4% 4% 4% 4% 4% 4% 4% 4% 

                              

+ D&A 0.1 0.7 1.3 0.5 0.5 0.6 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.7 

- Capital expenditures -3.1 -6.1 -0.9 -1.0 -0.7 -0.5 -0.4 -0.3 -0.3 -0.3 -0.3 -0.4 -0.4 -0.4 

- Change in net WC -0.2 -0.4 1.2 -2.5 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Free Cash Flow to Firm -8.9 -16.1 -16.6 -21.6 -17.3 -31.0 -22.1 1,297.3 217.7 4.1 5.6 5.6 7.0 8.8 

FCY y/y growth   81% 3% 30% -20% 79% -29% -5983% -83% -98% 35% 0% 26% 25% 
 

 

 

 

 

Total Market Value                     

      Cost of capital       WACC     12.0% 

Terminal Growth 10.0% 11.0% 12.0% 13.0% 14.0%   PV of Free Cash Flow   627 

3.0%              805               734                673               620               573    PV of Terminal Value   39 

3.3%              808               736                675               621               574    Add: Net Cash   9 

3.5%              811               738                676               622               574    
Total Equity Value + Value of 
Smart ACT Platform   676+400=1076 

3.8%              815               740                677               623               575    Shares outstanding   30.4 

4.0%              817               742                678               623               575    DCF value     35 
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Evaluate Research provides institutional equity research on global public mid-cap 
companies. All information used in the publication of this report has been compiled 
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discussed in this report may not be suitable for all investors. Investments involve 
many risk and potential loss of capital. Past performance is not necessarily indicative 
of future results. Evaluate may publish further update notes on these 
securities/companies but has no scheduled commitment and may cease to follow 
these securities/companies as may be decided by the research management.  
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for this research to be made available. Any fees are paid upfront without recourse. 
Evaluate and its analysts are free to issue any opinion on the security or issuance. 
Evaluate seeks to comply with the CFA Institute Standards as well as NIRI Guidelines 
(National Investor Relations Institute, USA) for all conduct, research and 
dissemination of research, particularly governing independence in issuer 
commissioned research.  
 
Forward-looking information or statements in this report contain information that is 
based on assumptions, forecasts and estimates of future results, and therefore involve 
known and unknown risks or uncertainties which may cause the actual results, 
performance or achievements of their subject matter to be materially different from 
the current expectations. 
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compliance with all CFA Institute Standards. 
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