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(212) 738-6011 Baricitinib’s AdCom Positive Readthrough for Selective
dleone@btig.com Jak Inhibitors

Zegbeh Jallah, PhD On Monday, the FDA convened an AdCom to discuss the approvability of

baricitinib for the treatment of patients with moderate to severe
Rheumatoid Arthritis (RA). Regarding the risk benefit profile, the advisory
committee voted in favor of the 2mg dose (10 to 5) and not in favor of 4mg
dose (5 to 10). The split of the votes somewhat mirrored the vote on safety,
as the votes on efficacy were overwhelmingly positive for the 2mg (14 to 1)
and 4mg (15 to o) doses. We think the outcome bodes well for filgotinib,
which has shown lower rate of venous thrombosis (the key safety concern),
and we look forward to the next readout from Galapagos’ Phase 3 RA
program in 2H2018. We reiterate our Buy rating and $118 PT.

(212) 738-6143
zjallah@btig.com

P> Positive votes for the 2mg baricitinib dose despite some safety

GLPG $96-71 concerns highlights the dire need for more treatments: The panelists
12 month target $118.00 reiterated the need for drugs with faster and more durable response, as

patients quickly cycle through available drugs. Overall, they were
BUY impressed by baricitinib’s efficacy, but the safety profile led to some
52 week range $73.17 - $120.23 panelists suggesting a later line use than proposed by Lilly (LLY, Not
Market Cap (m) $4.919 Rated), supporting the continued development of selective Jak

inhibitors with comparable efficacy but with improved safety.

Price Performance

» Concerns surrounding baricitinib’s higher rate of VTE's could lead to

— GLPG e major safety warning label: The rate of VTEs in the 2mg dose (ranged
PX 118.97 from .4 - .6 per 100 patient years), and was generally viewed as in line
with currently approved drugs, but the safety votes were still split (9 to
105.69 6). Lilly (LLY, Not Rated) has agreed to a label with warning for VTEs, in
addition to post-marketing studies. With filgotinib having a VTE rate of
3241 < .1 per 100 patient years, we think this is very encouraging and could
allow for a differentiated label.
79.13
» The association of increases in platelet count with Jak2 inhibition
65.85 further supports selective Jak inhibition: Presentations from the FDA
SRRSO OSSESRAEIS (9 showed a link between the findings of increased platelet counts and
Tz resvo=so s S Jak2 inhibition. Since filgotinib has over 30-fold greater selectivity for
Source: IDC Jaka than Jakz2, we remain optimistic. There were limited discussions on
other immunosuppressive AEs likely owing to limited activity of
baricitinib on Jak3, and we would also expect the same for filgotinib.
» Valuation: Our $118PT values GLPG at ~4x EV/ 2022E Sales.
Estimates
Sales | 40 33 33 50 156 39 39 39 39 154 154
'EBITDA (Adj.) | (7)  (21) (290  (26)  (82)) (37)  (46)  (48)  (53)  (185)| (251)
Diluted EPS (Adj.) | (0.28) (0.71) (0.78) (0.57) (2.34) (0.79) (0.87) (0.92) (1.02) (3.59) (4.78)

Source: BTIG Estimates and Company Documents ($ in millions, except per share amount)

Please Read: Important disclosures and analyst’s certification appear in Appendix
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Income Statement

Galapagos, Inc. Income Statement Jun-17 Mar-18  Jun-18 Mar-19  Jun-19 Dec-19
EUR € mm 2Q17 2017 1Q18E 2Q18E 2018E 1Q19E 2Q19E 4Q19E

Total Revenue 152 40 33 33 50 156 39 39 39 39 154 39 39 39 39 154 194 457 886
Product Revenues 0 0 0 0 0 0 0 0 0 0 40 303 732
Reimbursement Revenues 130 34 27 27 39 127 33 33 33 33 130 33 33 33 33 130 130 130 130
Other Income 22 6 6 6 10 29 6 6 6 6 24 6 6 6 6 24 24 24 24
Cost of Goods Sold 0.00 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 -2.00 -15.16 -36.59
Gross Profit 152 40 33 33 50 156 39 39 39 39 154 39 39 39 39 154 192 442 849
Gross Margin % 100% 100% 100% 100%  100% 100% 100% 100% 100% 100% 99% 97% 96%
Operating Expenses -163.1 -51 -55 -63 -77 -246 -80 -84 -87 -92 -343 -96 -99 -102 -108 -405 -537 -815 -723
Research and Development -140 -45 -48 -56 -69 -219 -73 -76 -79 -83 -311 -87 -90 -93 -98 -368 -410 -485 -512
Research and Development % of Sales 138% 1.127 145% 169% 140% 142% 189% 198% 205% 216% 202% 227% 234% 242% 255% 239% 1025% 160% 70%
General and administrative expenses -22 -6 -6 -6 -7 -24 -6 -6 -6 -7 -25 -6 -7 -6 -7 -26 -26 -27 -28
G&A % of Sales 22% 0.141 19% 18% 13% 16% 15% 17% 16% 18% 16% 15% 17% 16% 18% 17% 14% 6% 3%
Sales and marketing expenses -2 -1 -1 -1 -1 -3 -2 -2 -2 -2 -7 -3 -3 -3 -3 -11 -100 -303 -183
Sales and marketing % of Sales 2% 0.014 2% 2% 2% 2% 4% 4% 5% % 4% 7% 7% 7% 8% 7% 250% 100% 25%
Operating Profit -11 -11 -22 -30 -27 -90 -42 -46 -48 -53 -189 -57 -61 -63 -69 -251 -345 -373 126
Operating Profit Margin % -8% -28% -65% -89% -55% -58% -108% -119% -125% -139%  -123% -149% -158% -165% -181% -163% -178% -82% 14%
Fair value re-measurement of Share Sub Agreement 57 0 0 0 0 0

Other financial income 10 1 1 1 1 5

Other financial expenses -2 -3 -15 -8 -4 -31 0.00 0.00 0.00 0.00 0.00
Pretax Income 54 -14 -36 -37 -30 -116 -42 -46 -48 -53 -189 -57 -61 -63 -69 -251 -345 -373 126
Income Tax Provision 0 0.0 -0.1 -0.1 0.0 0

Tax Rate 1% 0% 0% -0.2% -0.1% -1%

Net Income 54 -14 -36 -37 -30 -116 -42 -46 -48 -53 -189 -57 -61 -63 -69 -251 -345 -373 126
Basic Shares Outstanding 45.06 46.26 48.04 45.53 58.09 49.48 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55
Diluted Shares Outstanding 46.43 48.33 49.99 47.05 52.55 49.48 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55 52.55
Basic EPS -0.29 -0.74 -0.80 -0.51 -2.34 -0.79 -0.87 -0.92 -1.02 -3.59 -1.09 -1.16 -1.21 -1.32 -4.78 -6.56 -7.10 241
Diluted EPS -0.28 -0.71 -0.78 -0.57 -2.34 -0.79 -0.87 -0.92 -1.02  -3.59 -1.09 -1.16 -1.21 -1.32 -4.78 -6.56 -7.10 2.41

Diluted EPS Growth % YoY

Source: Company Report, Bloomberg, FactSet, BTIG Research Estimates, April 2018
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2




D ISAN(

BTIG Covered Companies Mentioned in this Report
GALAPAGOS N.V. (GLPG, Buy, $118.00 PT; Current Price: $96.71; Analyst: Dane.Leone)
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Appendix: Analyst Certification and Other Important Disclosures

Analyst Certification
|, Dane Leone, CFA, hereby certify that the views about the companies and securities discussed in this report are
accurately expressed and that | have not received and will not receive direct or indirect compensation in exchange
for expressing specific recommendations or views in this report.
I, Zegbeh Jallah, PhD, hereby certify that the views about the companies and securities discussed in this report
are accurately expressed and that | have not received and will not receive direct or indirect compensation in
exchange for expressing specific recommendations or views in this report.

Regulatory Disclosures

Ratings Definitions

BTIG LLC's ("BTIG") ratings, effective June 12, 2017, are defined as follows:

BUY — A security which is expected to produce a positive total return of 15% or greater over the 12 months following
the recommendation. The BUY rating may be maintained as long as it is deemed appropriate, notwithstanding
price fluctuations that would cause the target to fall outside of the 15% return.

SELL — A security which is expected to produce a negative total return of 15% or greater over the next 12 months
following the recommendation. The SELL rating may be maintained as long as it is deemed appropriate,
notwithstanding price fluctuations that would cause the target to fall outside of the 15% return.

NEUTRAL - A security which is not expected to appreciate or depreciate meaningfully over the next 12 months.
NOT RATED - A security which is not rated or covered by BTIG.

UNDER REVIEW - Effective immediately, coverage of the following securities is Under Review. Ratings, price
targets, disclosures, and estimates for the companies listed below are suspended and should no longer be relied
upon.

Distribution of Ratings and Investment Banking Clients

BTIG must disclose in each research report the percentage of all securities rated by the member to which the
member would assign a “buy”, “neutral” or “sell” rating. The said ratings are updated on a quarterly basis. BTIG
must also disclose the percentage of subject companies within each of these three categories for whom the
member has provided investment banking services within the previous twelve months. Stocks under coverage as

of the end of the most recent calendar quarter (March 31, 2018): 282

Distribution of BTIG's Research Recommendations (as of March 31, 2018):
BUY: 59.6%; NEUTRAL: 36.5%; SELL: 3.9%

Distribution of BTIG's Investment Banking Services (as of March 31, 2018):
BUY: 21.4%; NEUTRAL: 6.8%; SELL: 0.00%

For purposes of FINRA ratings distribution rules, BTIG's stock ratings of Buy, Neutral and Sell fall into Buy, Hold and
Sell categories, respectively.

Company Valuation and Risk Disclosures

Galapagos N.V. (GLPG, Buy, $118.00 PT)

Valuation: Our $118PT values GLPG at ~4x EV/ 2022E Sales.

Risks: Our Buy rating and $118 price target may prove inaccurate due to a number of risks related to Galapagos
(GLPG) being an unprofitable early stage company with limited clinical data across the Cystic Fibrosis,
Rheumatoid Arthritis, and Inflammatory Bowel Disease Portfolios.
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Other Disclosures
Additional Information Available Upon Request

General Disclosures

Research reports produced by BTIG LLC ("BTIG") are published for and intended to be distributed solely to BTIG
institutional and corporate clients. Recipients of BTIG reports will not be considered clients of BTIG solely because
they may have received such BTIG report.

The research analyst(s) responsible for the preparation of this report receives compensation based upon a variety
of factors, including the quality and accuracy of research, internal/client feedback, and overall Firm revenues.

BTIG reports are based on public information and BTIG considers the same to be reliable, comprehensive
information, but makes no representation or warranty that the reports are accurate or complete. BTIG opinions and
information provided in this report are as of the date of the report and may change without notice. An issuer may
be classified as “Under Review” or “Research Restricted”. In these cases, investors should consider any previous
investment recommendation and/or rating to a subject company/issuer to no longer be current and should not be
relied upon nor considered a solicitation.

This research reportis not an offer to buy or sell or solicitation of an offer to buy or sell any security in any jurisdiction
where such an offer or solicitation would be illegal. This research report was not drafted specifically for any
particular individual or entity and is not a personal recommendation to participate in any particular trading strategy
or transaction. Any recipient of this research report should obtain independent advice specific to their personal
circumstances before undertaking any investment activity and must make their own independent evaluation of any
securities or financial instruments.

Facts, views or opinions presented in this report have not been reviewed by, and may not reflect information known
to, employees or other professionals in the "BTIG Group” (BTIG Group includes, but is not limited to, BTIG and its
parents, subsidiaries and/or affiliates). BTIG Group employees, including Sales Representatives and Traders, may
provide oral or written commentary or advice that may be inconsistent with the opinions and/or views expressed in
this research report. BTIG Group employees and/or its affiliates not involved in the preparation of this research
report may have investments in securities or derivatives of securities of companies mentioned in this report that
are inconsistent with the views discussed in this report.

Investors in securities products bear certain risks in conjunction with those investments. The value of, and income
from, any investments may vary because of changes in interest rates or foreign exchange rates, securities prices or
market indexes, operational or financial conditions of companies or other factors within or beyond the companies
control. Recipient of the research reports should be aware that investments in securities may pose significant risks
due to the inherent uncertainty associated with relying on forecasts of various factors that can affect the earnings,
cash flow and overall valuation of a company. Any investment in securities should be undertaken only upon
consideration of issues relating to the recipient’s overall investment portfolio and objectives (such as diversification
by asset class, industry or company) as well as time horizon and liquidity needs. Further, past performance should
not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance. There may be time limitations on the exercise of options or other
rights in any securities transactions.

Investing in foreign markets and securities, including ADRs, is subject to additional risks such as currency
fluctuation, limited information, political instability, economic risk, and the potential for illiquid markets. Investing
in emerging markets may accentuate these risks. Non-U.S. reporting issuers of foreign securities, however, may
not make regular or complete public disclosure relating to their financial condition or the securities that they issue.

The trademarks and service marks contained herein 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 of any damages of any kind relating to such data. The report or
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any portion hereof may not be reprinted, sold or redistributed without the written consent of BTIG. This report is
intended only for use by the recipient. The recipient acknowledges that all research and analysis in this report are
the property of BTIG and agrees to limit the use of all publications received from BTIG within his, or her or its, own
company or organization. No rights are given for passing on, transmitting, re transmitting or reselling the
information provided.

Jurisdiction and Dissemination
BTIG is a U.S. broker-dealer and member of FINRA and SIPC.

BTIG Australia Limited ACN 128 554 601, member of ASIC and ASX; BTIG Hong Kong Limited, an Exchange
Participant of SEHK and licensed and regulated by the SFC; BTIG Ltd, member of the LSE, authorized and requlated
by the FSA; and BTIG Singapore Pte Ltd, registered and licensed with MAS; are all separate but affiliated entities
of BTIG. Unless governing law permits otherwise, you must contact a BTIG entity in your home jurisdiction for
further information, or if you want to use our services in effecting a transaction.

Issues and approved for distribution in the UK and EEA by BTIG Ltd. to eligible counterparties and professional
clients only. Issued and distributed in Australia to "wholesale clients” only by BTIG Australia Limited. In Singapore
and Hong Kong, further information may be obtained from BTIG Singapore Pte Ltd and BTIG Hong Kong Limited,
respectively.
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