Destiny Pharma plc

Differentiated anti-infectives

Following the set of largely established US and EU guidelines which recommend
the decolonisation of patients’ noses of Staphylococcus aureus before surgery
to prevent subsequent surgical site infections, Destiny recently reported the
new Asia Pacific Society of Infection Control (APSIC) guidelines that are now
harmonised with the US and EU positions. This is important for Destiny’s first
product - XF-73 which is currently in a US Phase IIb study for the prevention

of post-surgical staphylococcal infections.

Not your usual anti-infectives company

Destiny Pharma’s lead product is XF-73 is a new antimicrobial agent against which,
resistance has not been detected in clinical trials, nor has it been generated in the lab.
In addition, the testing of the most recent highly-resistant Staphylococcus aureus
(S.aureus) clinical isolates did not detect resistance to XF-73. While many investors and
observers cite perfectly valid reasons why anti-infective therapies have not been
commercially viable, and anti-infective R&D has been curtailed to all but two big
pharmaceutical companies, Destiny Pharma represents a strong case for not throwing
the baby out with the bathwater. This is because Destiny’s lead product, XF-73 is
being studied in the prevention of post-surgical staphylococcal infections whereas most
recently-launched antibiotics have been reserved for the treatment of resistant
infections. The prevention of post-surgical staphylococcal infections (like influenza
vaccinations to prevent the flu) does not require a pre-existing infection, only a
population of patients at risk of developing one. This is a new indication where the use

of XF-73 in asymptomatic patients could prevent an expensive-to-resolve infection.

APSIC guidelines create a paradox

The new APSIC guidelines on the prevention of post-surgical site staphylococcal
infections by nasal decolonisation before, and just after surgery, are now aligned with
surgical and infection control societies’ recommendations in the US and in Europe. This
harmonisation does however, present a paradox. While it is accepted logic that the
decolonisation of patients’ noses of S.aureus before surgery prevents a post-surgical
infection, in the US at least, no antibiotic or antimicrobial agent is approved for this
indication. Some agents, like mupirocin are used off-label in the US and approved in the
UK for example.— Yet they are discouraged by good antibiotic stewardship policies in
order to prevent the further emergence of mupirocin resistance in multi- or methicillin-
resistant S.aureus (MRSA) strains where mupirocin remains virtually the only agent that
can decolonise a MRSA outbreak. Thus XF-73, being a new anti-infective in this new
preventative indication addresses not just this paradox, but investors’ bias against new

antibiotic treatments, with virtually no on-label competition.

US Phase IIb results expected in 2020

With the US Phase IIb clinical trial results expected in mid-2020 and few anti-
infective products failing on efficacy grounds, Destiny looks set for an

interesting year.
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Description

Destiny Pharma plc is an AIM-listed
biotechnology company devoted to
developing and commercialising
new antimicrobial agents that have
unique properties, including no
transferable or innate resistance in
target pathogens, that improve
outcomes for patients. Destiny’s
first product, XF-73, is a topical anti-
infective that is currently in a US
Phase llb clinical study which is
expected to report results in mid-

2020.
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This report is intended for

Professional Clients, Self-certified High Net Worth or Sophisticated Investors only.

Equity Development is regulated by the Financial Conduct Authority

Equity Development Limited ("ED’) is retained to act as financial adviser for various clients, some or all of whom may now or in
the future have an interest in the contents of this document and/or in the Company. In the preparation of this report ED has
taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading, but make no guarantee as
to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the
United Kingdom (‘FSMA’). Any person who is not a relevant person under this section should not act or rely on this document
or any of its contents. Research on its client companies produced and distributed by ED is normally commissioned and paid for
by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the
FCA, but is ‘objective’ in that the authors are stating their own opinions. This document is prepared for clients under UK law.
In the UK, companies quoted on AIM are subject to lighter due diligence than shares quoted on the main market and are
therefore more likely to carry a higher degree of risk than main market companies.

This report is being provided to relevant persons by ED to provide background information about Destiny Pharma. This document
does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or solicitation of, or
invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form
the basis of, or be relied on in connection with, any contract or commitment whatsoever. Self certification by investors can be
completed free of charge at www.fisma.org

ED may in the future provide, or may have in the past provided, investment banking services to the Company. ED, its Directors
or persons connected may have in the future, or have had in the past, a material investment in the Company.

More information is available on our website

www.equitydevelopment.co.uk

Equity Development, 15 Eldon Street, London, EC2M 7LD. Contact: info@equitydevelopment.co.uk 0207 065 2690
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