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Moving forward at a good pace

Modus Therapeutics Holding AB (Modus or the Company) has developed a
compound that can revolutionise the treatment of sepsis/septic shock and
systemic inflammation. The Company is coming off an eventful year in
which it performed on all of the milestones set for the year. 2022 will be the
most important year in the Company's history when data will be presented,
and the pivotal Phase Il study will be initiated. We continue to argue that
Modus should be valued as a company with a completed Phase | study,
which is not a reality today. The Company trades at a steep discount to simi-
lar stage companies in Nordic biotechnology. We maintain our justified
shareholder value in the range of SEK 242-420 million, equivalent to SEK
12.2-22.0 per share.

Coming off an eventful year in 2021

Modus Therapeutics is developing the patent-pending drug candidate sevuparin for
sepsis and septic shock (formerly known as sepsis). However, the candidate's proper-
ties allow for potential use in other forms of systemic inflammatory conditations.
Sevuparin's initial focus on sepsis and septic shock may change the treatment regi-
men for the condition - where there are currently no approved preparations specifically
for sepsis/septic shock. According to the WHO, the condition affects nearly 20 million
people annually and is a leading cause of death in intensive care units globally. Given
limited treatment options and the aggressive nature of the condition, mortality is high.
We estimate that Modus' drug candidate has the potential to reach peak sales of USD
2.7 billion in the seven largest markets. The launch is expected to occur with partners
in 2028.

Modus submitted its full-year report in mid-February. The summary comment for the
year is, in our opinion, "as planned." Part of the costs related to the LPS study (Phase )
were incurred in Q4 2021. In total, R&D costs amounted to SEK -13.5 million for the full
year, of which SEK 10.7 million in Q4. This is according to plan, and the first patient
was dosed already on December 1 2021 - in our view, impressively early given the
progress of omicron in the past quarter.

Furthermore, Modus has secured production and supply of sevuparin through an
agreement with Symbiosis Pharmaceutical Services (CMO). Notably, the agreement
also ensures drug supply for future Phase Il programs in sepsis/septic shock and
other conditions. This is an important step that significantly reduces the risk of poten-
tial delays in future studies - an indication of the strategic capabilities of the agile
Modus organisation.

The Company has a cash position of approximately SEK 21 million at the end of 2021,
which will need to be strengthened for upcoming Phase Il trials if out-of-the-money
options are not exercised during the middle of this year.

Significant triggers in 2022 could change the valuation

The Company has generated data in previous studies that will form the basis for the
upcoming Phase I/1l programs. A successful Phase | program is i.e. already complet-
ed with sevuparin in other indications. However, the ongoing Phase Ib study (LPS) is
important to confirm a good safety profile. Above all, it will be interesting to see if any
early efficacy signals can be derived from sevuparin. The clinical trial is expected to
be completed in Q2 2022, and interim data are forecast to be presented in April/May
this year. This is a trigger for the Company's stock and not discounted today's price.
Given positive data, the market should feel more confident that Modus should be
valued like similar companies where confirmatory Phase | studies are available. Mo-
dus should trade at an EV north of market cap of SEK 200 million in terms of relevant
peers, which can be put in relation to today's SEK 50 million. At the same time, invest-
ing in biotech is associated with incredibly high risk.

Key figures (SEK million)

2019 2020 2021 2022E 2023E 2024E
Total sales 0 0 0 0 0 255
Administration expenses -6.8 2.3 -7.0 -10.0 -15.0 -16.4
R&D expenses -36.1 -3.7 -13,5 -22.8 -4.0 0.0
EBIT -43.6 -6.7 -20,7 -32,8 -19.7 238
Results for the period -43.6 -6.7 -20.7 -32.8 -19.7 237.8
Cash & cash equivalents 1.4 7.3 21.5 21.7 1.5 240

Source: Company information and Carlsquare estimates
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Discount against companies in similar Phase

Like its sector peers, Modus has had a tough share price performance in 2022. Despite this, Bola-get is
trading at a steep discount to relevant companies at a similar stage of development. We believe the
wide valuation gap is unjustified and should be closed. The Company is expected to report results from
its ongoing Phase Ib trial this year, while the pivotal Phase Il trial is expected to be initiated. Top-line
data from the study could thus be presented in 2023.

Challenging climate for biotechnology - Modus affected

Below is illustrated the performance of an S&P Biotech ETF in the US as well as the Modus
trend. As can be seen, the ETF has fallen by over 40% in one year. Although the ETF in-
cludes, to a large extent, US companies, this is relevant for understanding the stock price
development in the sector also in the Nordic countries. Looking at Modus' performance,
the stock is down more than 50 percent since the Company's listing. Market fears of rising
inflation and higher interest rates have affected the performance of riskier assets, such as
biotechnology. It is worth mentioning that only positive news has been communicated
from Modus during the period mentioned while the Company is following its tight timeline.

SPDR S&P Biotech ETF (In blue colour) & Modus share price (In red colour)
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As seen from the tables above, Modus is clearly trading at a significant discount to com-
panies in similar stages. Of course, it is essential to understand that all companies are
conducting research in different indications where the number of clinical projects differs
and the incidence and prevalence is not comparable. However, from a traditional
risk/return potential perspective of an investor, it is relevant to compare the different
phases. Given sevuparin's clinical evidence, we position Modus as a Phase I/completed
Company. The tables above on the right illustrate a median shareholder value of 207
MSEK, this compares to Modus 55 MSEK. Even when compared to companies in the pre-
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clinical Phase (above left), it is clear that Modus is significantly undervalued by compari-
son. We believe the valuation differential is wrong and should be adjusted, especially the
closer the read-out of the Phase Ib study is in April/May.

Nordic companies with phase Il data presented
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Source: S&P CapitallQ

The tables above are examples of the valuation of several selected Nordic companies that The major value creation from a
have passed Phase | and are in/completed Phase Il programmes. As can be seen, the shareholder perspective is generat-
value increases enormously after successful Phase Il studies. This is interesting for Mo- edin Phase II. A Phase Modus is
dus shareholders from several perspectives. Modus' rapid path from preclinical Phase Ib approaching.

to phase Il programs indicates that potential value appreciation can occur within 0-24

months. The Company intends to initiate the pivotal Phase Il study in Q4 of this year, allow-

ing the study to be completed in 2023 and top-line data to be read by the end of the same

year. Compared to a median valuation of SEK 757 million for a sample of Phase Il compa-

nies in the Nordics, the valuation of SEK 55 million for Modus is notably low.

Fundamental differences within the reference group

At the same time, we recall fundamental differences between the companies included in
the reference groups above, for better or worse. For example, companies in oncology,
cardiovascular diseases, and neurodegenerative indications are included. For example, the
likelihood of approval for the development of CAR-T therapies (Elicera Therapeutics) is
higher than that of sevuparin, on the other hand, the competitive landscape is significantly
more favourable to sevuparin in successful studies.

Berlin Hamburg Kodpenhamn London Munchen Stockholm 4/11
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Modus is a Swedish biotechnology company developing the drug candidate sevuparin for the severe
condition sepsis, also known as blood poisoning. Sevuparin is based on the well-known drug heparin,
which has been established on the market since the 1930s. Globally, about 49 million people develop
sepsis and septic shock each year, with about 2.8 million people affected in the seven largest markets.
In the single largest market, the US, about 2.1 million patients develop sepsis each year, of whom about
270,000 die. At present, there are no specific drugs approved for the treatment of sepsis, making the
need for new treatment methods enormous. The Company's candidate sevuparin has robust preclinical
and clinical studies data and is now facing an initial Phase Ib study and a Phase lla proof-of-concept
study. These planned studies are fully funded by the Company's recent IPO and the exercise of outside
warrants. We model an LOA for sevuparin at 8.3%, with peak sales in the top 7 markets of USD 2.7 bil-
lion in 2036. Among the main risks we observe is the relatively short patent life of sevuparin combined
with Modus being classified as a one-project company. Overall, we believe the Company's potential

outweighs the risks we see and estimate a fair value of SEK 336 million.

Reduced risk for high need drug candidate

Great opportunities for Modus drug candidate

Due to the mechanism of action of sevuparin, Modus has great potential to impact the
overall treatment, mortality and societal costs associated with sepsis/septic shock as
sevapurin has the potential to:

() Prevent and reduce mortality from sepsis/septic shock and systemic infection.

(I1) In case of sepsis/systemic infection, prevent organ failure and thus the need for
intensive care and future harm.

(1) Reduce the cost of health care, shorten the time of sick leave, and thus the cost of
cost to society at large.

The Company's candidate, sevuparin, is based on the well-known substance heparin, which
was taken developed by Erik Jorpes at the Karolinska Institute in the early 1930s. Heparin
is a glycosaminoglycan-type polysaccharide that prevents blood from clotting by increas-
ing the efficiency of antithrombin Ill, a protein that inhibits thrombin, which is required for
blood clotting.

The substance is used in healthcare to make surfaces blood-compatible and as an injec-
tion for to dissolve or prevent blood clots. It is important to understand the background of
heparin to assess the future development risk of Modus' candidate, sevuparin. By being in
a sense a further developed version of heparin's mechanisms of action, the development
risk of sevuparin is reduced, as no obvious difference in the safety profile has been seen
for sevuparin compared to conventional heparinoids in clinical use, other than the positive
difference in blood thinning.

Great need for new medicines and limited competition

Given that there are currently no approved treatment options that directly address the
condition of sepsis and septic shock, the need for new medicines is enormous. As a result,
regulatory authorities worldwide may have slightly lower requirements in terms of efficacy,
for example. This has been exemplified to some extent by the recently approved Alzhei-
mer's drug, the antibody Adacanumab from Biogen. Efficacy data from Adacanumab are
weak, but the need for new treatments in Alzheimer's is so high that regulatory require-
ments were relatively low. In our view, a similar scenario is also possible in the condition
of sepsis. Provided, of course, that side effects from sevuparin are few.

The Company also sees that the drug candidate could receive accelerated approval from
the FDA (US Food and Drug Administration). This could mean that the drug comes to mar-
ket about two years earlier than our current projections indicate.

Competition for Modus comes mainly from experimental drugs now undergoing late-stage
clinical trials. However, this competition is very limited. The Company itself sees only
Adrecizumab, a monoclonal antibody from the German Company Adrenomed, as a direct
competitor. Adrecizumab is based on the same principle as sevuparin, i.e. preventing

Berlin Hamburg Kodpenhamn London Munchen Stockholm

Heparin as a blood-thinning treat-
ment has been on the market since
the 1930s. Statistically, there is a
reduced risk in development pro-
grammes for drug candidates
similar to those in clinical use for a
long time.

According to the WHO, about 11
million people die each year from
sepsis, and about 10-11 million
people die from cancer each year.
This indicates a large market poten-
tial for sevuparin in successful
studies.

Patients suffering from sepsis are
currently left without a specific
curative treatment. Doctors mainly
use a combination of antibiotics,
hydration and intensive care.
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excessive permeability of blood vessels in septic shock. However, the mechanism of ac-
tion is different. Adrenomed has already completed a phase Il study in which a positive
trend in survival was demonstrated compared to placebo. Even if Adrecizumab were to be
approved, it is an antibody with a relatively narrow expected range of use. In contrast,
sevuparin is a polysaccharide with a potentially broader mechanism of action. Given the
size of the market, there is room for more treatment options.

There are also several secondary competitors in clinical Phase. For example, AM-Pharma
recently initiated a Phase Ill study for renal protection in sepsis with its candidate. In addi-
tion, there are competitors in the preclinical Phase, but the risk from them may be consid-
ered limited at this stage as the likelihood of a successful development programme in
sepsis from preclinical is low.

Studies already completed reduce risk and costs

Around SEK 250 million has already been invested in the Company. Approximately 150 of
these are related to the nickel cell programme including the phase Il study in nickel cell
anaemia. In simple terms, we estimate that investments of around SEK 100 million will
accompany the new indication in sepsis and septic shock. Something that is more difficult
to value, but which the Company also takes away from previous studies, is the robust
validation of sevuparin's safety, as sevuparin was well tolerated in relatively severely ill
patients, as well as broad pharmacokinetic and pharmacodynamic data from the Phase Il
studies.

A confirmatory Phase Ib study strengthens the case

The drug candidate has shown efficacy against sepsis in preclinical studies in both live
mice and cultured human cells. A new Phase | study is not required. However, the Phase Ib
study will be conducted in healthy volunteers who have induced a disease-like state in a
so-called LPS model (often used as a model for early septic inflammation and systemic
inflammation). This is in part to try to identify optimal dosing for future phase Il studies
and to observe early efficacy data.

Phase Ila will be a watershed

A licensing agreement in connection with the Phase lla study is subject to convincing
results in this study. Even if the results of the Phase lla study are convincing, it is possible
that the Company will need to conduct the Phase IIb study in-house in order not to lose
time, as licensing negotiations may be protracted. In the event of positive results in the
Phase lla study, this is unlikely to be a problem as positive results should provide a strong
positive impact on the share price and the opportunity to raise money in a directed issue to
major institutional investors to fund the Phase IIb study. Unsatisfactory results in the
phase lla study we believe will lead to the Sepsis project being discontinued as the patent
term will be too short to start again from the IPO stage. However, additional patents for
sevuparin in new indications may keep the Company alive.

A clear strategy for value creation

The Group's long-term financial goal is to license out sevuparin, at the earliest after a
completed Phase Il study. This could happen in early 2024 at the earliest.

The Company is in the midst of its Phase Ib LPS provocation clinical trial. This is expected to
be completed in the second quarter of 2022, with interim data expected to be presented in
April/May. After completing this, Modus Therapeutics plans to initiate a Phase lla clinical
trial (a proof of concept study) in late 2022.

At the same time, a Phase lIb is planned to start after completing Phase lla. It is intended
that a partner will finance this, but the possibility is kept open for this to be carried out in-
house. At this stage, the Company believes that the Phase Ilb study can move directly into
a Phase lll study and that results from this may become a subset of the results from the
Phase Il study.

Two significant Phase Ill trials with a total of more than 1,000 patients over a longer period
are generally required to obtain market support for registration. With no approved drug for
sepsis, the bar is likely to be lower than other medicines. Several FDA and EMA pro-
grammes potentially facilitating development may be available. The Company may have
the option of Accelerated Approval upon successful Phase llb/early Phase Ill results if, for
example, they can demonstrate improvement in symptomatic measures of sepsis, allow-
ing for earlier marketing of the drug. In contrast, additional confirmatory Phase Il studies
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Polysaccharides are carbohydrates
made up of a number of monosac-
charides (sugar molecules).

LPS = Lipopolysaccharides. LPS is
a naturally occurring mole-cule in
the bacterial cell wall which, when
administered in the blood, produces
a strong immune response. This
causes a sepsis-like reaction in
patients that is much milder and
less dangerous than true sepsis.

An important part of the Company's
strategy is to attract partnerships or
buyers of the Company's candidate
already after the proof of concept
study, phase lla. A study whose
data can be presented in 2023.
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are conducted. The Company should also obtain Breakthrough Therapy designation, which
could facilitate study and approval through lower endpoint requirements (set targets for
the study).

Funded up to key milestones

The Company has raised SEK 33 million in the latest note issue to implement its strategy.
During the end of Q2/early Q3, a maximum of approximately EUR 45 million can be raised
if all accompanying subscription rights are exercised. Early data from the Company's
Phase Ib study can hopefully be presented with a successful outcome before the warrants
are to be exercised, as the event is likely to be a trigger for the share price.

The Company has planned for the following costs up to a potential exit: Funding from the Company's IPO is
expected to finance sevuparin
= Phase Ib with preparations about 15 million through the pivotal Phase Il trial.

= Phase Ila with preparations about 31 million

= Overheads and other costs up to and including implementation of Phase Ila approxi-
mately EUR 25 million

Licensing revenue for Modus, 2018-2036E (SEK million)
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Source: Company information and Carlsquare

Fair value of SEK 17.2 per share

Using a risk-adjusted DCF model, we model a justified SEK 17.2 per share value in a base
case scenario. We have used a number of assumptions in this risk-adjusted model. These
include probabilities of study results, market share of the product candidate, price of
sevuparin and treatable patients. We forecast an LOA (Likelihood Of Approval) of 8.3%. We
model peak sales of $2.7 billion for 7MM in 2036, with market approval in 2028. Peak
sales are based on the incidence of treatable patients (diagnosed with sepsis) of just over
3.7 million people within 7MM in 2036. With a sevuparin price range of USD 4,000 to USD
8,000 per treatment. In the model, we present-value future expected cash flows using a
discount rate of 15.9 per cent.

Valuation summary, base case

On market Peak sales (mUSD) LOA rNPV (mSEK)  Assumptions

Sevuparin 2028-2036 2659 8.3% 336 USD 300m milestones. 14% royalties
General expenses 0 -20.5 Until H1 2024

Cash and cash equvilants 0 21.0

Total 0 336

Per share 0 209 16.100 million shares & warrants
TO1 0 353 5.156 million new shares

Per share after full dilution 17.2

Source: Company information and, Carlsquare

In a more conservative Bear scenario, a justified value of SEK 12.2 is calculated. In a more
optimistic scenario, a justified value of SEK 22 is calculated.
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DCF: Fair value per share, base case (SEK) DCF: Visualisation of market value, base case (MSEK)
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Valued as an early preclinical company despite confirmatory safety data

We are surprised that the Company's share is trading at levels as low as just over SEK 2,
which-corresponds-to-a-company value-of-SEK-50-million, excluding cash of around SEK 21
million. However, the Company's previous phase Il trial failure may be negative and the
short patent term. So, the strong safety data are reassuring and justifies, in our view, that
Modus should be put in the context of research companies in Phase I/Il. As the tables
below illustrate, the Company is trading at a much lower level than comparable companies
on the Stockholm Stock Exchange; see table below.

Nordic companies with preclinical data published Nordic companies with Phase | data published
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Risks

Time has been lost on previous studies

A number of years of research have been lost on the nickel cell trail. The patent expires in
2032, only four years after our projected market launch in 2028, with the possibility of a
five-year extension. The Company, which has discussed the strategy with patent experts,
expects the protection to be extended to 2036-2037. This would mean a patent-protected
sales period of around eight years, which is still an acceptable length for a modern drug.
However, it is shorter than for new projects going straight to the final indication, so the
fundamental value of Modus will be somewhat lower compared to if the candidate was
patent protected for what might be considered "normal". Risks associated with the pa-tent
period could potentially be offset by the period of data exclusivity that approval provides in
key regions e.g. 8 years within the EMA. Modus also has long standing expertise in the
manufacture of sevuparin which is a complex molecule which in itself presents challenges
for future off-patent competitors.

Berlin Hamburg Kodpenhamn London Munchen Stockholm 8/11
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Sepsis poses a high risk, animal models uncertain

Only one drug has ever been approved for the indication sepsis, Xigris from Eli Lilly. How-
ever, it was withdrawn after a long period of use due to lack of efficacy. Therefore, there
are no medicines explicitly approved for this indication. Sepsis is a very complex condition
involving a large part of the body's immune system. This makes it much more difficult to
find a cure for the condition compared to a typical drug that binds to a single receptor that
affects a biological process.

Modus bases his hypothesis that sevuparin limits the damage of sepsis, on effects in the
body that have been observed from heparin and related drugs. This hypothesis has been
strengthened in preclinical experiments, test tubes, and animals. However, there are ques-
tions about how well results in mice translate to humans in sepsis specifically. Therefore,
the risk in this project may be considered high, despite good scientific grounds. This is
reflected in our 23.3% probability of success in the Phase lla trial, which is derived from
cardiovascular development programs with the lowest probabilities.

High development costs in the later phases

Drugs that affect the heart and blood vessels tend to be the most expensive to develop,
due to the need for large studies, especially in late Phase. At the same time, the early
phases for sepsis are not very expensive compared to studies in other indications, such as
cancer, because it is a critical condition that is treated for a short time, 7-14 days. If bola-
get can find a partner, it is likely to bear the costs of the registry-based study, thus remov-
ing the problem. Should the Company obtain a regulatory risk-beneficial programme, such
as AA, the development time is kept shorter and results in lower costs.

Thin development portfolio

Modus Therapeutics currently holds only one drug candidate in its project portfolio. This
results in an increased operational development risk for the Company. Should the com-
pound fail in the planned development phase, there is not much underlying value left. The
Company is aware of this and is working to reduce this risk by investigating and develop-
ing sevuparin for other indications and then seeking patents in the new indications. The
Company collaborates with Imperial College on a development programme funded by
Wellcome in children with severe malaria. In addition, there is an opportunity for expansion
in the broader area of systemic inflammation if sevuparin is successful in sepsis, as the
components affected by the candidate are also relevant to systemic inflammation of
genes other than sepsis.

Funding up to potential exit dependent on TO1

To fund the Phase lla trial, the results of which could be decisive and potentially a basis for
an exit, the Company is dependent on TO1 falling "in the money". The exercise price is set
at between SEK 7.3-8.8. Although the subscription price is low in relation to the fundamen-
tally projected value of the Company, there may be other reasons based on, for example,
stock psychology or technical analysis that keep the price down until then. The fact that
the Company is dependent on TO1 may be a factor in itself that creates uncertainty for
investors.

Often the share prices of early-stage pharmaceutical companies are affected by various
triggers, typically the press release from the Company about various value-enhancing
events, while there tends to be silence in between. Top-line data from the Phase Ib provo-
cation study is scheduled to be presented in April/May 2022. This is the key trigger leading
up to redemption. Bola-get may rely on positive news flow ahead of the redemption period
to keep the share price above the subscription price. Should the Phase Ib data be strong,
there are also opportunities for licensing deals with delineated geographies, supporting
the Company's cash position.
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There are a number of risks associ-
ated with conducting research in a
condition as difficult as sepsis.
Given that there are currently no
approved treatments for the condi-
tion, the risk of development is
seemingly even higher than in
disease areas where there is more
data available.

Like many drug development com-
panies, Modus is dependent on the
future capitalisation of its drug
candidate. We see it as a key part
of the Company's strategy that TO1
is redeemed for further funding of
sevuparin development. More
capital will likely need to be raised
for further research if this is not
achieved.
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Disclaimer

Carlsquare AB, www.carlsquare.se, hereinafter referred to as Carlsquare, conducts business with regard to Corporate Finance
and Equity Research in which areas it, among other things, publishes information about companies including analyzes. The
information has been compiled from sources that Carlsquare considers to be reliable. However, Carlsquare cannot guarantee
the accuracy of the information. Nothing written in the analysis should be regarded as a recommendation or invitation to in-
vest in any financial instrument, option or the like. Opinions and conclusions expressed in the analysis are intended only for
the recipient.

The content may not be copied, reproduced or distributed to another person without the written approval of Carlsquare.
Carlsquare shall not be held responsible for any direct or indirect damage caused by decisions made on the basis of infor-
mation contained in this analysis. Investments in financial instruments provide opportunities for value increases and profits.
All such investments are also subject to risks. Risks vary between different types of financial instruments and combinations of
these. Historical returns should not be considered as an indication of future returns.

The analysis is not directed to U.S. persons (as defined in Regulation S of the United States Securities Act and interpreted in
the United States Investment Company Act 1940) nor may it be disseminated to such persons. The analysis is also not di-
rected to such natural and legal persons where the distribution of the analysis to such persons would result in or entail a risk
of a violation of Swedish or foreign law or constitution.

The analysis is a so-called Commissioned Research Report where the analyzed Company has signed an agreement with
Carlsquare for analysis coverage. The analyzes are published on an ongoing basis during the contract period and for a usual
fixed remuneration.

Carlsquare may or may not have a financial interest in the subject of this analysis. Carlsquare values the assurance of objec-
tivity and independence and has established procedures for managing conflicts of interest for this purpose.

The analyst Jonatan Anderson, Niklas Elmhammer and UIf Boberg does not own and is not allowed to own shares in the Com-
pany analyzed.
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