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MEI Pharma (MEIP - $2.63) 

F2Q19: Quarterly Financial Reporting Uneventful while Clinical 

Studies of All Programs Underway 

MEIP reported F2Q19 financial results yesterday after the market close with earnings 

of $12 MM vs. net loss estimates of ($12.9MM) for Laidlaw and ($11.1MM) for the 

Street. After netting out a rather large non-cash “change in fair value of warrant 

liability” of $23.4MM, the non-GAAP net loss is ($11.4MM). As such, loss per share 

was ($0.15) vs. ($0.18) for Laidlaw and ($0.16) of the Street. MEIP ended the quarter 

with cash of ~$93.4MM, sufficient for operation deep into 2020, in our estimate.     

• ME-401 development update. The ME-401 in r/r follicular lymphoma (FL) 

Phase II pivotal study is scheduled to start in 1Q19 with the objective of a 

potential accelerated approval. The study plans to enroll ~150 patients evenly 

randomized into continuously (CS) or intermittent (IS) dosing regimen with 

ORR as the primary endpoint. We estimate this study could potentially 

complete by 2020. We view a potentially successful advancement of ME-401 

in FL would have most significant impact on MEIP share value given it is the 

highest profile program of MEIP’s portfolio. In addition, MEIP will have more 

clinical result updates during 2019 as more matured Phase I study results 

becoming available.  

• Voruciclib development update. The voruciclib dose-finding Phase Ib study 

is ongoing. The study includes the voruciclib single agent and a combination 

(with venetoclax) studies in r/r B cell malignancies and r/r acute myeloid 

leukemia. The initial clinical data readout is planned by year-end 2019. Given 

the increased venetoclax use in CLL and its persistent problem of diminished 

efficacy after longer term use, potential success of the voruciclib program 

could substantially increase the value of MEIP’s pipeline. Voruciclib is a CDK 

9 inhibitor that could reduce the Mcl-1 associated drug resistance of Bcl-2 

inhibitor drug like venetoclax.  

• ME-344 development update. Topline results of investigator-sponsored ME-

344 in combination with Avastin in HER2-negative breast cancer Phase II 

study would be available in mid-2019. 

• Pracinostat development update. Pracinostat in MDS Phase II study results 

(ORR and 1-year survival) would be reported by year-end 2019. 

• Action. We are reiterating our Buy rating and $10 target price to reflect the 

continued progress of ME-401 into pivotal study and other pipeline products. 

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

parts and peer comparable analyses. 
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(June)  1Q 2Q 3Q 4Q FY P/E  

FY-19E  -0.21A 0.17A -0.20 -0.20 -0.43    NM  

FY-18A  -0.24   -0.16   -0.16   -0.36   -0.97    NM  

FY-17A  -0.12   0.32   -0.02   -0.12   0.07    NM  

FY-16A  -0.13   -0.15   -0.16   -0.17   -0.62    NM  
         

Source: Laidlaw & Company estimates  
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Table 1: Estimated and reported F2Q19 results - GAAP 

  

Source: Bloomberg, SEC filings and Laidlaw and Co. 

  

($ MM) Laidlaw Estimate Actual Consensus

Total revenue $0.3 $2.0 $0.7

Total op. profit (loss) ($12.0) ($11.8) ($10.9)

R&D $8.3 $9.1

SG&A $3.4 $3.8

EPS ($0.18) $0.17 ($0.16)

Net income (loss) ($12.9) $12.0 ($11.1)

F2Q19 Estimates and Reported Results
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Anticipated milestones in 2019 and beyond 

 

Source: Laidlaw & Company estimates and company presentation.  

  

Program Indication Event Timing Importance

HR/VHR myelodysplastic 

syndrome (MDS).

Complete patient enrollment of Phase II study (n=60) 

and data readout
4Q19 ***

Potentially complete Phase III study patient enrollment Late 2019 ***

Potentially report Phase III study top-line results Late 2020/2012 ****

Potentially start single agent registration trial in r/r  FL 

patients
1Q19 ***

Potential FDA approval decision on duvelisib in CLL 1Q19 **

Potentially report results of the umbralisib Phase IIII 

(UNITY-NHL) trial - FL
Mid-2019 ***

Potentially complete Phase II study  2020 ***

Initial single agent data readout of the Phase I trial 4Q19 ***

Initial combination data readout of the Phase I trial 4Q19 ****

ME-344 Breast cancer (HER-2
-
) Potentially report results of Avastin combination trial Mid-2019 ***

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

Pracinostat

Acute myeloid leukemia 

(AML)

B-cell malignanciesVoruciclib

Follicular lymphomaME-401
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Major risks 

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

Despite the robust Phase II study results of pracinostat in AML, it remains 

difficult to fully handicap the outcome of the Phase III study given the differences 

in study design.  In addition, it would be difficult to further assess the potential 

outcome of the proposed pivotal trial of ME-401 in follicular lymphoma due to 

limited earlier clinical data.  Should any of these studies fail to successfully meet 

the primary endpoint of their respective clinical study, MEIP share value could 

be substantially impacted. Failures in clinical development of other pipeline 

products could have similar negative impact on share price as well. 

Failure or substantial delay of regulatory approval could have a major 

negative impact on MEIP share value. Even if MEIP’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 

MEIP shareholder value could also be significantly impaired.    

Commercial risks remain difficult to handicap. Despite MEIP’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 of the same drug class; 2) the pace of physician 

adoption for the drug use; 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. The company currently 

has ~$93MM total cash. As such, MEIP would most likely need more financial 

resources going forward if they want to conduct more later stage clinical studies 

and potentially participate in the commercialization of approved drug. Unless the 

company can successfully explore non-dilutive financial sources, the value of 

current shareholder might be reduced with additional equity offerings, unless the 

share price increase if the upsides created due to greater financial source could 

offset the dilution of current shareholders.  

Limited trading liquidity limits shareholder options. Given daily trading 

volume of MEIP shares are relatively modest, some investor could be hesitating 

to own the shares as relatively illiquid trading volume could face constraints if 

they want to increase or reduce their positions in a volatile stock market.  
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Figure 1: Income Statement 

 

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

  

MEI Pharma, Inc.  –  Income Statement

('000 $)

1Q19 2Q19 3Q19E 4Q19E

2Q15 2Q16 3Q18 4Q18 1Q19 2Q19 2Q20 2Q21 2Q21 2Q22 2Q23 3Q24

Revenues

Product revenues 0 0 0 0 -          -          -          -          0 0 19,332 103,347 209,503 297,800 392,027

ME-401 revenue 19,332 98,818 196,275 274,428 358,988

Pracinostat royalties 4,529 13,228 23,372 33,039

License revenue 0 0 20,880 0 -          -          -          -          0 0 0 0 0 0 0

Research and development revenue 0 0 2,369 1,622 488         2,048      310         336         3,182 3,277 3,376 3,477 3,581 3,689 3,799

Total Revenue 0 0 23,249 1,622 488         2,048      310         336         3,182 3,277 22,708 106,824 213,085 301,489 395,826

COGS 1,933 9,882 19,628 27,443 35,899

Cost of research and development revenue 0 0 5,000 3,383 989         1,009      651         706         3,355 6,883 7,089 7,302 7,521 7,747 7,979

Research and development 23,823 13,403 7,237 17,038 6,131 9,066 9,247 9,432 33,877 42,007 42,427 44,124 45,889 47,725 49,634

General and administrative 8,948 7,601 8,628 9,787 3,401 3,821 3,859 3,898 14,979 16,028 16,669 17,235 17,821 18,427 19,054

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

Operaing expense 32,771 21,004 20,865 30,208 9,532 12,887 13,107 13,330 52,210 64,917 84,185 90,261 93,479 96,814 100,269-           

Operating income (32,771) (21,004) 2,384 (28,586) (10,033) (11,848) (13,448) (13,700) (49,028) (61,640) (63,410) 6,681 99,978 177,232 259,658

Interest and dividend income 77 142 286 591 454         436         411         388         1,689 440 461 470 450 550 620

Change in fair value of warrant liability (9,705) (4,962)     23,437     (1,000)     (1,000)     16,475 16,475 16,475 16,475 16,475 16,475 16,475

Financing costs associated with warrants (2,367) 0

Income (loss) before taxes (32,694) (20,862) 2,670 (40,067) (14,541) 12,025 (14,037) (14,312) (30,864) (44,725) (46,474) 23,626 116,903 194,257 276,753

Income tax expense -           -           -           (1) (1)            -          -          -          (1.0)          -           -           (8,269) (40,916) (67,990) (96,864)

Net income (32,694) (20,862) 2,670 (40,068) (14,542) 12,025 (14,037) (14,312) (30,865) (44,725) (46,474) 15,357 75,987 126,267 179,889

Net income attributable to common shareholders ($32,694) ($21,523) $2,670 ($40,068) ($14,542) $12,025 ($14,037) ($14,312) ($30,865) ($44,725) ($46,474) $15,357 $75,987 $126,267 $179,889

Net Earnings (Losses) Per Share—Basic ($1.16) ($0.62) $0.07 ($0.97) ($0.21) $0.17 ($0.20) ($0.20) ($0.43) ($0.59) ($0.58) $0.19 $0.93 $1.54 $2.18

Net Earnings (Losses) Per Share—Diluted ($1.16) ($0.62) $0.07 ($0.97) ($0.21) ($0.15) ($0.20) ($0.20) ($0.75) ($0.59) ($0.58) $0.19 $0.93 $1.54 $2.18

Shares outstanding—basic 28,204 34,400 36,813 41,431 70,885 71,124 71,624 72,124 71,439 76,439 80,439 80,939 81,439 81,939 82,439

Shares outstanding—diluted 28,204 34,400 36,938 41,431 70,885 73,951 71,624 72,124 72,146 76,439 80,439 80,939 81,439 81,939 82,439

Margin Analysis (% of Sales/Revenue)

COGS 10% 10% 10% 10% 10%

Costs of R&D NA NA 211% 209% 203% 49% 210% 210% 105% 210% 210% 210% 210% 210% 210%

R&D NA NA 31% 1050% 1256% 443% 2983% 2807% 1065% 1282% 187% 41% 22% 16% 13%

G&A NA NA 37% 603% 697% 187% 1245% 1160% 471% 489% 73% 16% 8% 6% 5%

Operating Income (loss) NA NA 10% -1762% -2056% -579% -4338% -4077% -1541% -1881% -279% 6% 47% 59% 66%

Pretax NA NA 11% -2470% -2980% 587% -4528% -4259% -970% -1365% -205% 22% 55% 64% 70%

Tax Rate NA NA 98790% NA NA 444925% NA NA NA NA NA 35% 35% 35% 35%

Net Income NA NA 11% -2470% -2980% 587% -4528% -4259% -970% -1365% -205% 14% 36% 42% 45%

Financial Indicator Growth Analysis (YoY%)

Total Revenue N.A. N.A. N.A. -93% 72% 472% -28% -39% 96% 3% 593% 370% 99% 41% 31%

Costs of R&D N.A. N.A. N.A. -32% 60% 39% -30% -36% -1% 105% 3% 3% 3% 3% 3%

R&D expenses N.A. -44% -46% 135% 1% 163% 201% 112% 99% 24% 1% 4% 4% 4% 4%

General and administrative N.A. -15% 14% 13% 37% 62% 55% 59% 53% 7% 4% 3% 3% 3% 3%

Sales and marketing 20% 3% 3% 3%

Operaing expense N.A. -36% -1% 45% 4% 97% 102% 66% 73% 24% 30% 7% 4% 4% 4%

Operating Incomes (Losses) N.A. -36% -111% -1299% 13% 92% 122% 83% 72% 26% 3% -111% 1396% 77% 47%

Pretax Income N.A. -36% -113% -1601% 65% -298% 136% -26% -23% 45% 4% -151% 395% 66% 42%

Net Income N.A. -36% -113% -1601% 65% -298% 136% -26% -23% 45% 4% -133% 395% 66% 42%

EPS - Basic N.A. -47% -112% -1433% -13% -204% 23% -45% -55% 35% -1% -133% 392% 65% 42%

EPS - Diluted N.A. -47% -112% -1438% -13% -5% 23% -45% -22% -22% -1% -133% 392% 65% 42%

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

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

2015 2018 2019E 2020E 2021E20172016 2022E 2023E 2024E 2025E
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has performed services for in the last 12 months 
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Buy (B) Expected to outperform the sector average over 12 months. 63.33% 25.00% 3.33% 
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