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Molecular Templates Inc. (MTEM - $4.59) 

3Q18: After an Enriched Balance Sheet, Advancements of 

Multiple Programs Expected in 2019 

MTEM reported 3Q18 financial results yesterday after market close with a net loss 

of ($5.2MM) vs. Laidlaw ($8.3MM) and the Street ($10.6MM) estimates. Net 

loss/share was ($0.36) vs. ($0.36) for Laidlaw and ($0.39) of the Street. MTEM has 

cash of ~$109MM (pro forma), which include $30MM payments from Takeda, 

sufficient for supporting operations into 2021, in our opinion. 

• Multiple programs advancing forward in 2019. For MT-3724, MTEM plans to 

start a chemotherapy combination (gemcitabine and oxaliplatin) Phase II study in 

4Q18 in earlier lines of diffuse large B-cell lymphoma (DLBCL). A non-chemo 

combination (Revlimid) Phase II study is scheduled to start in 1Q19 and also in 

earlier lines of DLBCL. The MT-3724 single agent in r/r DLBCL Phase II trial 

could start in 1Q19. This trial could potentially be a pivotal study for a possible 

accelerated approval pathway.  For TAK-169, MTEM and Takeda are conducting 

IND enabling studies with Phase I study in multiple myeloma (MM) expected in 

2019. IND filing for MT-5111 (targeting HER2) is planned in 1Q19 with Phase I 

study start shortly thereafter. We estimate a potential initial data readout later in 

2H19. IND filing for MT-5594 (targeting PDL-1) is planned in 2H19 with Phase 

I study to start shortly thereafter. This would be the first program to test the 

potential of antigen seeding as a possible novel IO platform. In addition, Takeda 

and MTEM are conducting lead optimization for ETBs against two Takeda 

selected undisclosed targets under the collaboration. 

• Cancer Prevention and Research Institute of Texas (CPRIT) funding adds 

more resources. MTEM was granted a cancer research grant with CPRIT for a 

total of ~$15.2MM in 3Q18. The funding is for the development of cancer therapy 

involving a CD38 targeting ETB, such as MT-4019. MTEM indicated that the 

funding could be used to develop a replacement CD38 targeting ETB, with or 

without a partner and MTEM expects also to fund the TAK-169 development. The 

company has received the first ~$4.7MM in 3Q18 and we expect MTEM could 

receive the remaining ~$10MM over the next 18 to 24 months. Similar to other 

funding revenue, the schedule of receiving the fund could be lumpy.   

• Action. We reiterate our Buy rating and 12-month target price of $18. Our 

valuation is based on probability adjusted DCF, NPV-driven sum-of-the-parts and 

peer comparable analyses. We believe MTEM remains undervalued given it has 

two clinical products advancing and the potential of ETB platform generating 

more novel products.   
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(June)  1Q 2Q 3Q 4Q FY P/E  

FY-18E  -0.32A -0.36A -0.19A -0.26   -1.12    N.A.  

FY-17A  -7.56   -9.07   -0.62   -0.26   -2.11    N.A  

FY-16A  N.A. N.A. -11.91   -9.82   -59.04     N.A.  

FY-15A  N.A. N.A. N.A. N.A. N.A. N.A.  
         

Source: Laidlaw & Company estimates  
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Anticipated milestones in 2018 and beyond  

 

Source: Laidlaw & Company and company presentation  

 

  

Program Indication Event Timing Importance

Start a chemo combo Phase II study 4Q18 ***

Start a non-chemo combo Phase II study 1Q19 ***

Additional readout (expansion cohort) of Phase 

Ib study 
4Q18 ****

Potentially start a Phase II pivotal study 1Q19 ***

Potentially report initial Phase I non-chemo-

combo study results
1H19 ****

Potentially report initial Phase I chemo-combo 

study results
1H19 ****

Potentially report interim Phase II single agent 

study results
2H19 ****

TAK-169 Multiple myeloma Potentially start Phase I study 2019 ***

Potentially file an IND 1Q19 ***

Potentially report initial Phase I study results 2H19 ****

MT-5594 (PDL-1) Solid tumors Potentially file an IND 3Q19 ***

Other ETBs Presentation at the AACR meeting 3/29-4/3, 2019 ***

Potential partnerships 2019/2020 ***

**** / ***** Major catalyst event that could impact share price very significantly while *** event is more informative 

Diffuse large B-cell 

lymphoma (DLBCL)
MT-3724

Breast cancerMT-5111



 

November 14, 2018 

 

Laidlaw & Company 

Est. 1842 

 

Molecular Templates Inc. Page 3 of 7 
Yale Jen, Ph.D. 

 yjen@laidlawltd.com 

 

 

 

Major Risks 
 

Clinical study failure could have a major impact on MTEM share value. 

Although the results of MT-3724 in r/r DLBCL Phase I study is rather robust, it 

remains difficult to fully handicap the outcome of the potential combination and 

single agent pivotal study outcome.  In addition, the clinical readouts of TAK-169 

and other 3rd generation ETBs remain in very early stage and have not reached 

clinical POC stage. As such, if clinical studies fail to successfully meet the 

primary endpoint, MTEM share value could be substantially impacted. 

Failure or substantial delay of regulatory approval could have a major 

negative impact on MTEM share value. Even if MTEM’s pipeline products 

complete clinical studies successfully, risks remain as whether the regulatory 

agencies could approve the regulatory filing. If unsuccessful or with substantial 

delaying due to various factors, such as requirement for additional studies, the 

MTEM shareholder value could also be significantly impaired.      

Commercial risks remain difficult to handicap. Although MTEM’s drugs 

could be approved, it may be difficult to more precisely forecast the commercial 

value of the drug due to various reasons.  Multiple factors that could affect the 

future sales of a drug include: 1) change of competitive landscape, possibly due 

to entrance of new and better drugs especially given the larger number of products 

or treatment modalities in development; 2) the pace of physician adoption for the 

drug use or surgical procedure, like radical cystectomy could continue to be the 

favorable treatment option by physicians; 3) pricing flexibility; 4) level or 

acceptance of reimbursement by third party insurers, and 5) potential change of 

the treatment paradigm and render some drug obsolete. In short, if the company’s 

sales substantially fall short, we believe shareholder disappointment could 

negatively impact the company’s valuation. 

Additional financings could dilute shareholder value. Based on our 

assessment, the company currently has ~$109MM total cash (proforma). 

Although the balance sheet, we believe, could support near-term corporate 

development needs, MTEM would most likely need more financial resources 

going forward if they want to complete the current and other upcoming clinical 

studies and potentially participate in the commercialization of approved drug.  
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Figure 1: Income Statement 

 

Source: Bloomberg LP; Company reports; Laidlaw & Company estimates 

  

Molecular Templates, Inc.  –  Income Statement

('000 $)

1Q18 2Q18 3Q18 4Q18E

Revenues

Product revenues 0 0 -        -         -         -         0 0 0 0 32,926 74,009 132,616 192,361

MT-3724 revenue 0 0 -        -         -         -         0 0 0 0 32,926 71,034 123,275 158,856

MT-4019 revenue 2,975 9,341 33,505

R&D / MT-4019 development revenue 0 2,408 231        944        2,031      2,798     6,004 12,159 8,572 8,572 0 0 0 0

Grant revenue 1,880 987 251                 423 4,721      333        5,728 6,551 6,748 1,759 1,812 1,866 1,922 1,980

Total Revenue 1,880 3,395 482        1,367      6,752      3,131     11,732 18,710 15,320 10,331 34,738 75,875 134,538 194,341

COGS 0 4,939 10,655 18,491 23,828

Research and development 8,017 9,487 6,687 7,662 8,290 9,285 31,924 41,662 49,161 49,653 51,639 53,705 55,853 58,087

General and administrative 4,482 11,755 2,910 3,718 3,538 3,644 13,810 14,945 15,692 16,320 16,874 17,448 18,041 18,655

Marketing and sales 0 0 -        -         0 0 0 0 18,000 21,600 22,248 22,915 23,603

Operaing expense 12,499 21,242 9,597 11,380 11,828 12,929 45,734 56,607 64,853 83,973 90,113 93,401 96,810 100,345

Operating incomes (losses) (10,619) (17,847) (9,115) (10,013) (5,076) (9,798) (34,002) (37,897) (49,534) (73,641) (60,314) (28,181) 19,237 70,168

Interest and other income, net 19 51 82          118        107        49          356 171 140 161 169 178 186 196

Interest expense (431) (853) (295)       (98)         (279)       (130)       (802) (525) 0 0 0 0 0 0

Change in fair value of warrant liabilities 3 128 614        298        4            430        1,346 (400) (400) (400) (400) (400) (400) (400)

Loss on conversion of notes 0 (4,619)

Income (loss) before taxes (11,028) (23,140) (8,714) (9,695) (5,244) (9,449) (33,102) (37,726) (49,794) (73,880) (60,545) (28,403) 19,024 69,964

Income tax expense -        -         -        -         -         -         0 -         -         -         0 0 (4,756) (17,491)

Net income (11,028) (23,140) (8,714) (9,695) (5,244) (9,449) (33,102) (38,651) (49,794) (73,880) (60,545) (28,403) 14,268 52,473

Deemed dividends on preferred stock (1,572) (958)

Net income attributable to common shareholders ($12,600) ($24,098) ($8,714) ($9,695) ($5,244) ($9,449) ($33,102) ($38,651) ($49,794) ($73,880) ($60,545) ($28,403) $14,268 $52,473

Net Earnings (Losses) Per Share—Basic ($59.04) ($2.11) ($0.32) ($0.36) ($0.19) ($0.26) ($1.12) ($1.02) ($1.16) ($1.54) ($1.25) ($0.58) $0.29 $1.05

Net Earnings (Losses) Per Share—Diluted ($59.04) ($2.11) ($0.32) ($0.36) ($0.19) ($0.26) ($1.12) ($1.02) ($1.16) ($1.54) ($1.25) ($0.58) $0.29 $1.05

Shares outstanding—basic 213 11,401 26,990 27,062 27,680 36,980 29,678 37,980 42,980 47,980 48,480 48,980 49,480 49,980

Shares outstanding—diluted 213 11,401 26,990 27,062 27,680 36,980 29,678 37,980 42,980 47,980 48,480 48,980 49,480 49,980

Margin Analysis (% of Sales/Revenue)

COGS 15% 15% 15% 15% 15%

R&D 426% 279% 1387% 560% 123% 297% 272% 223% 321% 481% 149% 71% 42% 30%

G&A 238% 346% 604% 272% 52% 116% 118% 80% 102% 158% 49% 23% 13% 10%

Operating Income (loss) -565% -526% -1891% -732% -75% -313% -290% -203% -323% -713% -174% -37% 14% 36%

Pretax -587% -682% -1808% -709% -78% -302% -282% -202% -325% -715% -174% -37% 14% 36%

Tax Rate NA NA NA NA NA NA NA NA NA NA 25% 25% 25% 25%

Net Income -670% -710% -1808% -709% -78% -302% -282% -207% -325% -715% -174% -37% 11% 27%

Financial Indicator Growth Analysis (YoY%)

Total Revenue 90% 81% -74% 3155% 942% 282% 246% 59% -18% -33% 236% 118% 77% 44%

R&D expenses -70% 18% 527% 518% 229% 99% 237% 31% 18% 1% 4% 4% 4% 4%

General and administrative -54% 162% 62% 52% -11% 3% 17% 8% 5% 4% 3% 3% 3% 3%

Sales and marketing 20% 3% 3% 3%

Operaing expense -65% 70% 236% 209% 81% 58% 115% 24% 15% 29% 7% 4% 4% 4%

Operating Incomes (Losses) -70% 68% 837% 175% -14% 33% 91% 11% 31% 49% -18% -53% -168% 265%

Pretax Income -67% 110% 629% 139% -52% 37% 43% 14% 32% 48% -18% -53% -167% 268%

Net Income -67% 110% 629% 139% -52% 37% 43% 17% 29% 48% -18% -53% -150% 268%

EPS - Basic 3252% -96% -96% -96% -69% -1% -47% -9% 14% 33% -19% -54% -150% 264%

EPS - Diluted 3252% -96% -96% -96% -69% -1% -47% -9% 14% 33% -19% -54% -150% 264%

Yale Jen, Ph.D.  212-953-4978

Source: Laidlaw and Co. Research and Cytori Therapeutics' SEC filings

2018E 2019E 2020E 2021E20172016 2022E 2023E 2024E 2025E
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The analyst responsible for the content of this report hereby certifies that the views expressed regarding the company or companies and their securities accurately represent 

his personal views and that no direct or indirect compensation is to be received by the analyst for any specific recommendation or views contained in this report.  Neither 
the author of this report nor any member of his immediate family or household maintains a position in the securities mentioned in this report. 

 

EQUITY DISCLOSURES 
For the purpose of ratings distributions, regulatory rules require the firm to assign ratings to one of three rating categories (i.e. Strong Buy/Buy-Overweight, Hold, or 

Underweight/Sell) regardless of a firm's own rating categories.  Although the firm’s ratings of Buy/Overweight, Hold, or Underweight/Sell most closely correspond to 
Buy, Hold and Sell, respectively, the meanings are not the same because our ratings are determined on a relative basis against the analyst sector universe of stocks.  An 

analyst's coverage sector is comprised of companies that are engaged in similar business or share similar operating characteristics as the subject company.  The analysis 

sector universe is a sub-sector to the analyst's coverage sector, and is compiled to assist the analyst in determining relative valuations of subject companies.  The 
composition of an analyst's sector universe is subject to change over time as various factors, including changing market conditions occur.  Accordingly, the rating assigned 

to a particular stock represents solely the analyst's view of how that stock will perform over the next 12-months relative to the analyst's sector universe. 
 

Additional information available upon request. 
 

 ‡ Laidlaw & Company has received compensation from the subject company for investment banking services in the past 12 months and expects to receive or intends to 
seek compensation for investment banking services from the company in the next three months. 
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Laidlaw & Company Rating System* 
% of Companies 

Under Coverage 

With This Rating 

% of Companies for which Laidlaw & Company 

has performed services for in the last 12 months 

Investment Banking Brokerage 

Strong Buy 

(SB) 

Expected to significantly outperform the sector over 12 
months. 

0.00% 0.00% 0.00% 

Buy (B) Expected to outperform the sector average over 12 months. 59.65% 22.81% 3.51% 

Hold (H) 
Expected returns to be in line with the sector average over 12 

months. 
7.02% 1.75% 0.00% 

Sell (S) 
Returns expected to significantly underperform the sector 
average over 12 months. 

0.00% 0.00% 0.00% 

 

ADDITIONAL COMPANIES MENTIONED 
 

ADDITIONAL DISCLOSURES 
As of the date of this report, neither the author of this report nor any member of his immediate family or household maintains an ownership position in the securities of 

the company (ies) mentioned in this report. 

This report does not provide individually tailored investment advice and has been prepared without regard to the individual financial circumstances and objectives of 
persons who receive it. Laidlaw & Co (UK), Ltd. recommends that investors independently evaluate particular investments and strategies, and encourages investors to 

seek the advice of a financial adviser.  The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.  

The securities, instruments, or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible to purchase or participate 
in some or all of them.  This report is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular 

trading strategy. 
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Associated persons of Laidlaw & Co (UK), Ltd not involved in the preparation of this report may have investments in securities/instruments or derivatives of 

securities/instruments of companies mentioned herein and may trade them in ways different from those discussed in this report.  While Laidlaw & Co (UK), Ltd., prohibits 
analysts from receiving any compensation. Bonus or incentive based on specific recommendations for, or view of, a particular company, investors should be aware that 

any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest. 

With the exception of information regarding Laidlaw & Co (UK), Ltd. this report is based on public information.  Laidlaw & Co (UK), Ltd makes every effort to use 
reliable, comprehensive information, but we make no representation that it is accurate or complete and it should not be relied upon as such.  Any opinions expressed are 

subject to change and Laidlaw & Co (UK), Ltd disclaims any obligation to advise you of changes in opinions or information or any discontinuation of coverage of a 

subject company.  Facts and views presented in this report have not been reviewed by, and may not reflect information known to, professionals in other Laidlaw & Co 
(UK), Ltd business areas.  Laidlaw & Co (UK), Ltd associated persons conduct site visits from time to time but are prohibited from accepting payment or reimbursement 

by the company of travel expenses for such visits.  The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, 
default rates, prepayment rates, securities/instruments prices. market indexes, operational or financial conditions of companies or other factors.  There may be time 

limitations on the exercise of options or other rights in securities/instruments transactions.  Past performance is not necessarily a guide to future performance.  Estimates 

of future performance are based on assumptions that may not be realized.  If provided, and unless otherwise stated, the closing price on the cover page is that of the 

primary exchange for the subject company's securities/instruments. 

Any trademarks and service marks contained in this report are the property of their respective owners. Third-party data providers make no warranties or representations 

of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.  
This report or any portion thereof may not be reprinted, sold or redistributed without the written consent of Laidlaw & Co (UK), Ltd.  This report is disseminated and 

available primarily electronically, and, in some cases, in printed form. 
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