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Mesoblast 

We revise our view of the 
probability of success of MSB’s 
clinical trial program  

  

Rating Buy
Target price 

Closing price 

Potential upside

Action: TEVA to buy CEPH -- de-risks development of MSB’s pipeline 

Catalyst: Final results from CHF trial due in 4QCY11 

Valuation: MSB should also start a Phase III trial in 3QCY11 for bone 
marrow transplantation 
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Research analysts 

Australia Health Care & Pharmaceuticals 

Dr David Stanton - NAL 
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Key data on Mesoblast 
Income statement (AUDmn)

Revenue 0 0 116 154 183

Gross profit 0 0 116 153 182

Operating profit -10 -11 91 120 145

EBITDA -10 -11 92 128 154

Earnings before tax -12 -15 96 135 165

Net profit after tax -12 -15 67 94 116

Normalised NPAT -12 -15 67 94 116

Reported NPAT -12 -15 67 94 116

Transfer to reserves -12 -15 67 94 116

Valuation and ratio analysis

Growth (%)

Per share

 

Notes 

Price and price relative chart (one year)

 



Cashflow (AUDmn)

Cashflow from operations -9 -9 111 104 127

Free cashflow -9 -9 110 96 118

Cashflow after investing acts -9 -10 110 96 118

Cashflow from financial acts 11 26 124 0 0
Net cashflow 2 16 234 96 118

 
Balance sheet (AUDmn)

Total current assets 17 34 268 365 483

Total assets 27 40 783 880 998

Total current liabilities 1 2 33 35 38

Total liabilities 1 2 283 285 288

Total shareholders' equity 26 38 500 595 710
Total equity & liabilities 27 40 783 880 998

Liquidity (x)

Leverage

Activity (days)

 

Notes 

Notes 



Updating for clinical trial progression 

What are MPCs? 

1. Bone-marrow transplant by expanding cord blood 
What is a bone marrow transplant? 

Autologous bone marrow transplant

Allogeneic bone marrow transplant

Umbilical cord blood transplant



Cord Blood transplantation 

Reasons for cord blood transplants 

More tolerant matching

More quickly available

Less graft-versus-host disease

What is the focus and previous outcomes of the MSB trials? 

Increased rate of survival

Increased expansion of the haematopoietic stem cells

Quicker engraftment

Less GVHD

The Phase III trial 



Fig. 1:  MSB AU Bone marrow transplant – potential timeline 

Market size and potential 

2. The MSB Cardiac failure trial 

What is heart failure? 

What were the results? 

Date (CY) Date (FY) Trial Nomura comment



Fig. 2:  Responders To MPC Treatment Have Sustained Increase In EF Relative To 
Controls (EF < 40%) 

Fig. 3:  MSB - Phase II CHF trial >1.5 Years Study Follow-Up 

Fig. 4:  MPC Treatment Lowers Rate Of Serious Adverse Cardiac Events Over Time 

3. Near-term timelines 

Timeline
Control Ejection

fraction
Treated Ejection

fraction p value

Event MPC treatment (N=45) Controls (N=15) p value
No. patients with event (%) No. patients with event (%)

Parameter monitored Percentage change p value



Fig. 5:  MSB AU – near term timelines 

Diabetes 

MSB application 

Intervertebral-disc regeneration 

MSB’s application 

Date (CY) Date (FY) Trial Nomura comment



4. TEVA to acquire CEPH - deal de-risks the further 
development of MSB’s pipeline 

Background 

Background of the MSB - CEPH deal 

Who are TEVA? 

Will Teva be interested in MSB’s portfolio? 

Potential loss of revenues from 2015



Teva interested in stem cells

Relationship between Teva and Lonza

Teva is now a 19.9% shareholder in MSB

What does it mean for MSB?  

Management present: 

Q and A session 
Q: Can you just maybe drill down into the pipeline a little bit more down, how much 

value you see there?  

A

END OF PRESENTATION 

Nomura: While every effort is made to accurately reflect the content of the presentation, 
a perfect capture of all information cannot always be guaranteed 

5. What does it mean for MSB? 



Fig. 6:  Scenario analysis assumptions 

Fig. 7:  Probability of drug at clinical trial stage ultimately getting to market (Tufts 
DiMasi data) 

Fig. 8:  Outputs from MSB scenario analysis 

Other reasons why we like MSB 
Opportunity in diabetes

MPCs are a paradigm shift in bone-graft substitute technology

We predict strong growth rates in volume and pricing of bone-graft technology

Phase
Probability of success of

moving to next phase (%)
Probability of drug getting on

market from particular phase (%)

Market opportunity Estimated year of 
market entry

NPV per share
(A$)

Total value $17.14
61% risk weighting of portfolio (in line with trial stage) $10.45



Strong levels of IP protection

Other opportunities in cartilage regeneration

Valuation and risks 

Equity beta

Nominal long-run growth rate

Risks to our investment view 
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