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EQUITY: AMERICAS BIOTECHNOLOGY

Filgo Competitor Updates — PFE, LLY, INCY
Quick Note

Today, GLPG competitors PFE, INCY, and LLY reported 1Q earnings, with
material updates to their JAK franchise. With recent competitor updates,
GILD/GLPG's filgotinib is likely to be the only Jak inhibitor with both
doses on the market, pending approval (NDA filing 2H19). We believe that
this bodes well for filgotinib’s competitive profile as a pipeline in an asset
within an increasingly large autoimmune market (note), with plenty of
headroom for efficacy/safety improvements, and that it has recently been hit
with cost-saving TNF biosimilars.

e PFE Posts Strong 1Q Volume Growth Despite Post-Marketing Low-
Dose Switch, UC A Driver. Xeljanz was up 34% YoY operationally,
driven by 89% operational growth in international markets. Though U.S.
growth was up only 18%, we note there was a 37% increase in
prescription count, offset by seasonally weak 1Q due to higher rebating
and channel mix. All patients on 10mg BID have been translated to 5mg
BID, based on mortality/PE imbalance found by DSMB in a post-marketing
study (note). On the call, PFE noted “very strong market shares for UC . . .
coming out of the gate,” reinforcing our thesis that IBD remains a lucrative
market opportunity with high demand for efficacious oral therapies.

e LLY Cancels P3 PsA Development Plans for Bari. P3 plans for
Olumiant (baricitinib, JAK1/JAK2 inhibitor) in PsA was canceled,
potentially indicating baricitinib’s weak competitive profile in light of recent
filgo data. On the call, LLY noted that the decision was made after looking
at the market opportunity, then pointed to Taltz as its flagship product in
this indication. However, we believe filgotinib’s P2 results in PsA (note) on
top of recent P3 filgo results contributed to this decision. In addition, LLY
stated that the uptake of the low 2mg dose in the U.S. is slow and steady
despite robust launch ROW with both doses, indicating the importance of
dose optionality in the market place.

e INCY Ends Co-Funding Agreement for Baricitinib. Today, INCY
announced the termination of co-funding agreement for baricitinib, which
funded 30% of post-POC studies for an additional 9% royalties on top of
11-20%), to reallocate resources to its internal late-stage pipeline. We
believe that this is a positive indicator that Olumiant remains a weaker filgo
competitor vs. Upa.

® Next Up: Upa ADCOMM, Doses, VTE Rates. We expect Upa ADCOM
(estimated in 3Q) to be key catalyst for GLPG, highlighting the relative
safety profile, FDA concerns, and views on class-based SAEs (DVT/PE).
FINCH studies had only one serious thromboembolic event in all filgo
arms or 0.1 per 100 PYE vs. bari and Upa, which had VTE rates of 0.5 per
100 PYE.
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Appendix A-1

Analyst Certification

I, Christopher Marai, hereby certify (1) that the views expressed in this Research report accurately reflect my personal views
about any or all of the subject securities or issuers referred to in this Research report, (2) no part of my compensation was, is or
will be directly or indirectly related to the specific recommendations or views expressed in this Research report and (3) no part of
my compensation is tied to any specific investment banking transactions performed by Nomura Securities International, Inc.,
Nomura International plc or any other Nomura Group company.

Issuer Specific Regulatory Disclosures

The terms "Nomura" and "Nomura Group" used herein refers to Nomura Holdings, Inc. and its affiliates and subsidiaries, including Nomura
Securities International, Inc. (‘'NSI') and Instinet, LLC('ILLC"), U. S. registered broker dealers and members of SIPC.

Materially mentioned issuers

Issuer Ticker Price Price date  Stock rating Sector rating Disclosures
Galapagos NV GLPG US USD 113.85 29-Apr-2019 Buy Not rated A4, A5 A6 A7

A4 The Nomura Group has had an investment banking services client relationship with the subject company during the past 12 months.
A5 The Nomura Group has received compensation for investment banking services from the subject company in the past 12 months.

A6 The Nomura Group expects to receive or intends to seek compensation for investment banking services from the subject company in the
next three months.

A7 The Nomura Group has managed or co-managed a public or private offering of the subject company's securities in the past 12 months.

Galapagos NV (GLPG US) USD 113.85 (29-Apr-2019) Buy (Sector rating: Not rated)
Rating and target price chart (three year history)
30-Apr-2016 to 29-Apr-2019 FRICE{ USD) Date Rating Target price  Closing price
30-Oct-18 140.00 99.55
140.00 10-Aug-17 124.00 81.06
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Source: Thomson Reuters, Nomura research

For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology Our target price of $140 for Galapagos NV (GLPG) is based on an SOTP analysis, applying a 16x
royalty multiple on peak filgotinib U.S. royalties and 6x multiple on peak filgotinib EU profits in 2025E (in RA, PsA, UC, and
Crohn’s), and an 8x orphan drug multiple on our peak sales estimate of GLPG1690 in IPF (2025E), discounted back to 4Q19E.
We estimate filgotinib peak sales of $6bn in 2025. In filgotinib for RA, we apply a 20% discount rate, reflecting a lower
development risk with FINCH 2 readout, and as the target, JAK, is already validated by an approved drug in RA. For filgotinib in
UC and Crohn’s, we apply a 30% discount rate, reflecting a slightly higher risk for these indications and clinical stage. For
filgotinib in PsA, we apply a 40% discount rate, reflecting the P2 clinical stage. For the IPF program, we use an 8x multiple,
reflecting a higher value for the higher-margin orphan program and a 40% discount that reflects a higher development risk. The
benchmark for this stock is the Nasdag Biotechnology Index.

Risks that may impede the achievement of the target price Regulatory risk: For filgotinib, the FDA may issue a class label
on the risk for serious infections and malignancies. This action will not prevent filgotinib from reaching the market, but it could
create a negative perception of the drug among patients and physicians, which would affect commercial sales in a saturated
market. Competitive risk: A superior oral agent achieves POC or enters market. If Upadacitinib gets approved without black-box
label, it could take lion’s share of the market. Competing IPF pipeline agents may achieve a speedier path to approval. Clinical
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risk: The Phase 2 study with filgotinib in CD used the CDAI as the primary outcome measure. The Phase 3 study is using the
more traditional PRO as the primary outcome measure. This difference in design may result in a smaller efficacy difference
between the placebo and treatment arms in the Phase 3 study. Enroliment of patients in studies might take longer than
anticipated. Safety signals compromising the compound's therapeutic profile may result in black-box label or discontinuation.
Investors should take note of the risk of volatility inherent in the price of Biotech stocks.
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Nomura Group research is available on www.nomuranow.com/research, Bloomberg, Capital 1Q, Factset, Reuters and ThomsonOne.

Important disclosures may be read at http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx or requested
from Nomura Securities International, Inc., or Instinet, LLC on 1-877-865-5752. If you have any difficulties with the website, please

email grpsupport@nomura.com for help.

The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a
portion of which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are
not registered/qualified as research analysts under FINRA rules, may not be associated persons of NSl or ILLC, and may not be subject to
FINRA Rule 2241 restrictions on communications with covered companies, public appearances, and trading securities held by a research
analyst account.

Nomura Global Financial Products Inc. (“‘NGFP”) Nomura Derivative Products Inc. (“NDPI”) and Nomura International plc. (“Nlplc”) are
registered with the Commaodities Futures Trading Commission and the National Futures Association (NFA) as swap dealers. NGFP, NDPI, and
Nlplc are generally engaged in the trading of swaps and other derivative products, any of which may be the subject of this report.

Distribution of ratings (Nomura Group)

The distribution of all ratings published by Nomura Group Global Equity Research is as follows:

50% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 44% of companies with this
rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the EEA)
with this rating were supplied material services** by the Nomura Group.

44% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 53% of companies with
this rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the
EEA) with this rating were supplied material services by the Nomura Group

6% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 13% of companies with
this rating are investment banking clients of the Nomura Group*. 0% of companies (which are admitted to trading on a regulated market in the
EEA) with this rating were supplied material services by the Nomura Group.

As at 31 March 2019.

*The Nomura Group as defined in the Disclaimer section at the end of this report.

** As defined by the EU Market Abuse Regulation
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The distribution of all ratings published by Instinet, LLC Equity Research is as follows:

55% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; Instinet LLC has provided
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41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; Instinet LLC has provided
investment banking services to 0% of companies with this rating within the previous 12 months.

4% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; Instinet LLC has provided
investment banking services to 0% of companies with this rating within the previous 12 months.

Definition of Nomura Group's equity research rating system and sectors

The rating system is a relative system, indicating expected performance against a specific benchmark identified for each individual stock,
subject to limited management discretion. An analyst’s target price is an assessment of the current intrinsic fair value of the stock based on an
appropriate valuation methodology determined by the analyst. Valuation methodologies include, but are not limited to, discounted cash flow
analysis, expected return on equity and multiple analysis. Analysts may also indicate expected absolute upside/downside relative to the stated
target price, defined as (target price - current price)/current price.

STOCKS

A rating of 'Buy’, indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of ‘Neutral’,
indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce’, indicates that
the analyst expects the stock to underperform the Benchmark over the next 12 months. A rating of 'Suspended’, indicates that the rating, target
price and estimates have been suspended temporarily to comply with applicable regulations and/or firm policies. Securities and/or companies
that are labelled as '‘Not rated' or shown as ‘No rating' are not in regular research coverage. Investors should not expect continuing or
additional information from Nomura relating to such securities and/or companies. Benchmarks are as follows: United States/Europe/Asia ex-
Japan: please see valuation methodologies for explanations of relevant benchmarks for stocks, which can be accessed

at: http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx; Global Emerging Markets (ex-Asia): MSCI
Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology; Japan: Russell/Nomura Large Cap.

SECTORS

A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A '‘Neutral' stance,
indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. A '‘Bearish’' stance, indicates that
the analyst expects the sector to underperform the Benchmark during the next 12 months. Sectors that are labelled as ‘Not rated' or shown as
'N/A' are not assigned ratings. Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging
Markets (ex-Asia): MSCI Emerging Markets ex-Asia. Japan/Asia ex-Japan: Sector ratings are not assigned.

Target Price

A Target Price, if discussed, indicates the analyst’s forecast for the share price with a 12-month time horizon, reflecting in part the analyst's
estimates for the company's earnings. The achievement of any target price may be impeded by general market and macroeconomic trends, and
by other risks related to the company or the market, and may not occur if the company's earnings differ from estimates.
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Investors should consider this document as only a single factor in making their investment decision and, as such, the report should not be
viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any investment decision. Nomura Group produces a
number of different types of research product including, among others, fundamental analysis and quantitative analysis; recommendations
contained in one type of research product may differ from recommendations contained in other types of research product, whether as a result of
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This document has been approved for distribution in the UK as investment research by Nliplc. Nlplc is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Nliplc is a member of the London Stock
Exchange. This document does not constitute a personal recommendation within the meaning of applicable regulations in the UK, or take into
account the particular investment objectives, financial situations, or needs of individual investors. This document is intended only for investors
who are 'eligible counterparties' or ‘professional clients' for the purposes of applicable regulations in the UK, and may not, therefore, be
redistributed to persons who are ‘retail clients' for such purposes. This document has been approved for distribution in the European Economic
Area as investment research by Nomura Financial Products Europe GmbH (“NFPE”). NFPE is a company organized as a limited liability
company under German law registered in the Commercial Register of the Court of Frankfurt/Main under HRB 110223. NFPE is authorized and
regulated by the German Federal Financial Supervisory Authority (BaFin).

This document has been approved by NIHK, which is regulated by the Hong Kong Securities and Futures Commission, for distribution in Hong
Kong by NIHK. This document has been approved for distribution in Australia by NAL, which is authorized and regulated in Australia by the
ASIC. This document has also been approved for distribution in Malaysia by NSM. In Singapore, this document has been distributed by NSL.
NSL accepts legal responsibility for the content of this document, where it concerns securities, futures and foreign exchange, issued by their
foreign affiliates in respect of recipients who are not accredited, expert or institutional investors as defined by the Securities and Futures Act
(Chapter 289). Recipients of this document in Singapore should contact NSL in respect of matters arising from, or in connection with, this
document. Unless prohibited by the provisions of Regulation S of the 1933 Act, this material is distributed in the US, by NSI, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange
Act of 1934. The entity that prepared this document permits its separately operated affiliates within the Nomura Group to make copies of such
documents available to their clients.

This document has not been approved for distribution to persons other than ‘Authorised Persons’, ‘Exempt Persons’ or ‘Institutions’ (as defined
by the Capital Markets Authority) in the Kingdom of Saudi Arabia (‘Saudi Arabia’) or a 'Market Counterparty’ or a 'Professional Client' (as defined
by the Dubai Financial Services Authority) in the United Arab Emirates (‘(UAE’) or a ‘Market Counterparty’ or a ‘Business Customer’ (as defined
by the Qatar Financial Centre Regulatory Authority) in the State of Qatar (‘Qatar’) by Nomura Saudi Arabia, Nlplc or any other member of the
Nomura Group, as the case may be. Neither this document nor any copy thereof may be taken or transmitted or distributed, directly or indirectly,
by any person other than those authorised to do so into Saudi Arabia or in the UAE or in Qatar or to any person other than ‘Authorised Persons’,
‘Exempt Persons’ or ‘Institutions’ located in Saudi Arabia or a 'Market Counterparty’ or a 'Professional Client' in the UAE or a ‘Market
Counterparty’ or a ‘Business Customer’ in Qatar. Any failure to comply with these restrictions may constitute a violation of the laws of the UAE
or Saudi Arabia or Qatar.

For Canadian Investors: This research report was approved for distribution to Canadian investors by Instinet Canada Limited ("ICL"), member of
the Investment Industry Regulatory Organization of Canada ("IIROC") and member of the Canadian Investor Protection Fund. An affiliate of ICL
prepared the research report (an "Affiliate Research Report") in accordance with the regulatory requirements applicable to research in the
affiliate's local jurisdiction, which include conflict of interest disclosure. ICL reviewed this Affiliate Research Report for the purpose of ensuring
Canadian disclosures required by IIROC are included. ICL does not receive compensation in respect of the distribution of Affiliate Research
Reports. Pursuant to ICL's policies and procedures regarding the dissemination of research, ICL makes available Affiliate Research Reports to
ICL clients and prospective clients only, in electronic and/or in printed form. ICL endeavours to make available and/or distribute Affiliate
Research Reports to all intended recipients at the same time. This Affiliate Research Report is not a recommendation and does not take into
account the investment objectives, financial situation or particular needs of any particular account.

For report with reference of TAIWAN public companies or authored by Taiwan based research analyst:

THIS DOCUMENT IS SOLELY FOR REFERENCE ONLY. You should independently evaluate the investment risks and are solely responsible
for your investment decisions. NO PORTION OF THE REPORT MAY BE REPRODUCED OR QUOTED BY THE PRESS OR ANY OTHER
PERSON WITHOUT WRITTEN AUTHORIZATION FROM NOMURA GROUP. Pursuant to Operational Regulations Governing Securities Firms
Recommending Trades in Securities to Customers and/or other applicable laws or regulations in Taiwan, you are prohibited to provide the
reports to others (including but not limited to related parties, affiliated companies and any other third parties) or engage in any activities in
connection with the reports which may involve conflicts of interests. INFORMATION ON SECURITIES / INSTRUMENTS NOT EXECUTABLE
BY NOMURA INTERNATIONAL (HONG KONG) LTD., TAIPEI BRANCH IS FOR INFORMATIONAL PURPOSES ONLY AND IS NOT BE
CONSTRUED AS A RECOMMENDATION OR A SOLICITATION TO TRADE IN SUCH SECURITIES / INSTRUMENTS.

NO PART OF THIS MATERIAL MAY BE (I) COPIED, PHOTOCOPIED, OR DUPLICATED IN ANY FORM, BY ANY MEANS; OR (Il)
REDISTRIBUTED WITHOUT THE PRIOR WRITTEN CONSENT OF A MEMBER OF THE NOMURA GROUP. If this document has been
distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information
could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for
any errors or omissions in the contents of this document, which may arise as a result of electronic transmission. If verification is required, please
request a hard-copy version.

The Nomura Group manages conflicts with respect to the production of research through its compliance policies and procedures (including, but
not limited to, Conflicts of Interest, Chinese Wall and Confidentiality policies) as well as through the maintenance of Chinese Walls and
employee training.

Additional information regarding the methodologies or models used in the production of any investment recommendations contained
within this document is available upon request by contacting the Research Analysts listed on the front page. Disclosures information
is available upon request and disclosure information is available at the Nomura Disclosure web

page: http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx

Copyright © 2019 Instinet Incorporated and/or its affiliates. All rights reserved.



http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx�

