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How deep does the rabbit hole go?
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Pharming reported that the FDA issued a complete response letter
(CRL) in relation to its sBLA for Ruconest as HAE prophylaxis
treatment, requesting an additional trial be run to consider the
application. Although we assumed approval in our base case
valuation, as detailed in our recent report, we had concerns regarding
the small size of the trial (n=32 vs. n=125 in lanadelumab phase lll) and
an unrepresentative sample with very high HAE attacks at baseline.
As per our sensitivity analysis, we now expect flat sales in the coming
years and lower our PT to €0.40 (from €0.60). We reiterate our SELL
rating and add Pharming to our favorite ideas list. For the full details
on the case, please find our initiation of coverage report from last
week here.

Ruconest was destined for niche market share

Due to US regulatory delays, Ruconest was launched in 2014 in a market
dominated by Shire and CSL. Apart from a rather theoretically safer
profile, Ruconest as acute HAE treatment had on par efficacy data and no
administration advantage. Moreover, repeated change in ownership never
allowed Ruconest to ramp-up meaningful sales. Ruconest recently caught
a break due to competitor shortages and sales tripled in 2017. With such
issue resolved, Ruconest sales in the last two quarters were flat, which
we believe is a return to normal and forecast only modest growth in the
shrinking acute market with peak sales of $88m.

BioCryst is likely to launch the first oral treatment in 2020

BioCryst's prophylaxis oral treatment is on track to report phase Ill data in
Q2'19. We believe the probability of success is high, with a launch in 2020.
We think this will accelerate the shift of patients towards prophylaxis as the
convenience of a daily pill simply outweighs treating attacks as they come.

Curbed prophylaxis sales growth reduces our PT to €0.40

We estimated Pharming's prophylaxis sales to grow to just above $150m at
peak, which reduces to ~€70m now with the approval rejection. As a result,
we cut our PT to €0.40 (from €0.60). We reiterate our SELL rating and add
Pharming to our favorite ideas list.
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Rating SELL
Price Target €0.40
Closing price (18 Sep 2018) €0.97
Previous rating and Price target
Change Revision Old
PT €0.60
Company data
Market capitalization $815.0m
52-week range €0.54 - €1.62
Number of shares 616.7m
Free float 91.6%
Avg. daily volume (20d) 15,950,440
Avg. daily turnover (20d) €18,301,899
Daily turnover €85,130,810
Next announcement date 25 October 2018
Reporting Period Q3'18 results
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How deep does the rabbit hole go?

Pharming - Company Profile

Company description

Pharming is a Dutch biotech company commercializing a recombinant C1-INH, Ruconest, for the treatment of

hereditary angioedema (HAE)

SWOT analysis

Strength

Cash generating biotech company

Ruconest is safe and has reliable supply

Available internal funds to invest in pipeline
Opportunities

Recurring supply issues with plasma-derived C1-INH
Phase Il failure of oral BCX7353 in Q2'19

Ruconest investigator-initiated trails are positive

Weakness

Ruconest is a single source revenue streatm

New compounds pipeline pre-clinical

Potential pricing pressure in the US HAE market
Threats

Shire launch of more convenient lanadelumba in HAE
Phase 1l success of oral BCX7353 in Q2'19

Phase Il success of oral KVD9000 in mid-19
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Company data
Bloomberg PHARM NA
Market capitalization $815.0m
52-week range €0.54 - €1.62
Number of shares 616.7m
Free float 91.6%
Avg. daily volume (20d) 15,950,440
Avg. daily turnover (20d) €18,301,899
Daily turnover €85,130,810
Next announcement date 25 October 2018
Reporting Period Q3'18 results
Major shareholders 8.4%
FMR 3.1%
Polar Capital 3.0%
G-J Hageman 24%

Source: Company data, AFM
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Disclosures

Analyst certifications

The views expressed in this report accurately reflect the views of the research department of Kempen, on whose behalf the analyst(s) mentioned on the cover or the inside cover page of this
report has been preparing this report, about the subject issuer and the securities of the issuer and/or other subject matters. No part of the compensation of the analyst(s) was, is or will be directly
or indirectly related to the specific recommendations or views contained in this research report. The analyst(s) responsible for preparing this research report received compensation that is based
upon various factors including Kempen's total revenues, a portion of which are generated by Kempen's investment banking activities.

Regulatory disclosure

Companies mentioned in this report

For actual disclosures on all equities, please navigate to https://research.kempen.com and click on the company page.

Rating structure

Method Company reports include a discussion of valuation methods used in order to determine Price Targets.The resulting conclusions lead to a Rating as below.
Sell Expected negative total return of 0% or more on a 12 month basis.

Neutral Expected total return between 0% and 10% on a 12 month basis.

Buy Expected positive total return of 10% or more on a 12 month basis.

Under Review Rating and/or Price Target are Under Review in case Kempen Research is actively reviewing its Rating and/or Price Target of the subject company. The previous Rating and/
or Price Target, if any, are no longer in effect, may be subject to change and should not be relied upon.

Not rated Rating and/or Price Target are suspended in case there is insufficient basis for determining a rating and/or price target. The previous Rating and/or Price Target, if any, are
no longer in effect for this stock and should not be relied upon.

Drop Coverage Kempen Research is no longer actively covering this specific stock. Any previous Rating and Price Target, if any, are no longer in effect for this stock and should not be

relied upon.

Price target Expected share price in 12 months.
Rating distribution

Rating Count (% of total coverage) % of investment banking clients|
BUY 78 (47%) 54%
NEUTRAL 62 (37%) 34%
SELL 27 (16%) 12%
Total 167 (100%) 100%

Rating distribution based on data of 19 September 2018.

Sustainability screening

All companies under research coverage by Kempen are systematically screened on ESG (Environmental, Social, and Governance) issues by GES Investment Services (www.ges-invest.com ).
Kempen uses internationally-accepted standards as the basis for engagement efforts. In that respect the UN Global Compact offers a globally-recognised framework for environmental, social
and governance policies and practices. We have extended the list of UN conventions and treaties to a comprehensive set of guidelines that is relevant for global investment. Alleged violations
of international conventions will lead to Kempen Research to establish a dialogue (engagement) with the company.

12 Months Rating and Price Target history

Company Bloomberg Price* Date & Time Change New Previous Analyst
Pharming PHARM NA €0.969 19 Sep 2018 07:38AM Price Target €04 €0.6 Alex Cogut
Source: Kempen estimates

* Price: Previous day closing price

Pharming 12 Months Rating and Price Target history as of 18 Sep 2018

1:5:0.6
EUR |14 Sep 2018

.60

.40

[\ A N N neey
. S 2 W il ol S
.00 J/ W \ L‘.
sl

.40

Oct 2017 Nov 2017 Dec 2017 Jan 2018 Feb 2018 Mar 2018 Apr 2018 May 2018 Jun 2018 Jul 2018 Aug 2018 Sep 2018

Closing Price ~————— Price Target
Buy (B); Neutral (N); Sell (S); Not rated (NR); Restricted (R)

w



Disclaimer I@mpen

This report has been prepared by the Research Department of Kempen solely for information to its clients. It
is not intended as an offer or solicitation for the purchase or sale of any financial instrument.

This report is based on information that we consider reliable, but we do not represent that it is accurate
or complete, and it should not be relied on as such. Opinions expressed are our current opinions and
recommendations as of the date appearing on this report only. This report has been produced independently
of the Company and the forecasts, opinions and expectations contained herein are entirely those of Kempen.
In preparing this report Kempen may have discussed its contents with the subject company; any amendments
to this report resulting from such discussions have only been made to ensure factual accuracy.

We endeavour, but have no obligation, to update the information discussed in this report on a reasonable
basis but regulation, compliance or other reasons may prevent us from doing so.

ANY INVESTMENTS REFERRED TO HEREIN MAY INVOLVE SIGNIFICANT RISK, ARE NOT
NECESSARILY AVAILABLE IN ALL JURISDICTIONS, MAY BE ILLIQUID AND MAY NOT BE SUITABLE
FOR ALL INVESTORS. THIS REPORT HAS BEEN PREPARED WITHOUT REGARD TO THE
INDIVIDUAL FINANCIAL CIRCUMSTANCES AND OBJECTIVES OF PERSONS WHO RECEIVE IT.
THE APPROPRIATENESS OF A PARTICULAR INVESTMENT OR STRATEGY WILL DEPEND ON AN
INVESTOR’S INDIVIDUAL CIRCUMSTANCES AND OBJECTIVES. INVESTORS SHOULD, WITHOUT
RELYING SOLELY ON THIS REPORT, MAKE THEIR OWN INDEPENDENT INVESTMENT DECISIONS
AND, IF NECESSARY, SEEK PROFESSIONAL ADVICE.

The value of or income from any investments referred to herein may fluctuate because of changes in interest
rates or exchange rates, securities prices or market indices, operational or financial conditions of companies
or other factors. Past performance is not indicative of future results. Neither Kempen nor any of its officers
or employees accept any liability for any direct or consequential loss arising from any use of this report or
its contents.

Kempen is a full service, integrated investment banking, investment management and brokerage firm and we
may have a relationship with companies mentioned in this report. As such, Kempen, group companies and/or
their officers, affiliates, directors and employees, including persons involved in the preparation or publication
of this report, may from time to time (i) perform brokerage, market making activities, liquidity provider services,
and/or investment banking services for, or on behalf of any of the companies referred to in this report, or
may intend to receive or seek compensation for brokerage and investment banking services from companies
mentioned in this report, (ii) have investments, either independently or for the benefit of third parties, in
securities or derivatives of securities mentioned in this report, and may trade them in ways contrary to or
inconsistent with those discussed in this report, as a broker, market maker, or in any other role. As a result,
investors should be aware that Kempen may have a conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a single factor in making their investment decision.
Kempen is a fully owned subsidiary of Van Lanschot N.V. (‘Van Lanschot’). As an investment firm, Kempen is
subject to the supervision of the Netherlands Authority for the Financial Markets (AFM) and holds a license on
the basis of Article 2:96 of the Dutch Act on Financial Supervision (Wet op het Financieel Toezicht). As a bank,
Van Lanschot is subject to the supervision of De Nederlandsche Bank N.V. and has been issued a license
on the basis of Article 2.11 of the Dutch Financial Supervision Act (Wft). Van Lanschot is also registered as
financial institution with the Netherlands Authority for the Financial Markets (AFM) in Amsterdam.

THIS REPORT IS DISTRIBUTED TO AND IS EXCLUSIVELY INTENDED FOR ITS RECIPIENT. EACH
RECIPIENT, BY ITS ACCEPTANCE HEREOF, ACKNOWLEDGES THAT HE WILL NOT PASS ON THIS
REPORT TO ANY OTHER PERSON. THE CONTENTS OF THIS REPORT MAY NOT BE REPRODUCED,
REDISTRIBUTED OR COPIED, IN WHOLE OR IN PART, BY ANY PERSON FOR ANY PURPOSE
WITHOUT THE PRIOR WRITTEN PERMISSION OF KEMPEN AND KEMPEN ACCEPTS NO LIABILITY
WHATSOEVER FOR THE ACTIONS OF OTHERS IN THIS RESPECT.

The distribution of this report in certain jurisdictions may be restricted by law, and recipients into whose
possession this comes should inform themselves about, and observe, any such restrictions.

This report is only intended for distribution in the United Kingdom to, and is only directed at, (i) persons who
have professional experience in matters relating to investments, (ii) persons who fall within Article 49(2)(a) to
(d) ("high net worth companies, unincorporated associations etc") of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2001 (as amended), and (iii) persons to whom it may otherwise lawfully be
distributed and any investment or investment activity to which it relates is available only to such persons. This

report should not be distributed or passed on, directly or indirectly, to any other person in the United Kingdom Netherlands

and any other person should not rely or act on it.

This report is distributed in the United States of America solely to "major US institutional investors" as defined Kempen & Co N.V.
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to effect a transaction in any security or other financial instrument discussed in this report, should do so by
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