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CASI: Moving towards additional
regulatory approvals in China

OUTLOOK

Our valuation is $8.17 per basic share, based on
sum-of-the-parts risk-adjusted NPV for each of its
products less corporate overhead. The ANDA
portfolio comprises the vast majority of our NPV
valuation at $748 million. We expect the Company
to continue to make deals in this space and have
modeled for $500 million in annual generics sales
by 2045. We value the licensed drugs at $90
million.
Current Price (05/17/19)
Valuation

$3.15
$8.17

CASI is establishing its footprint as a leading
provider of high quality proprietary, licensed and
ANDA pharmaceuticals to the rapidly evolving
Chinese market. CASI is unique in its understanding
of how to pursue opportunities in China while
minimizing the pitfalls that often plague US-listed
China-focused companies. CASI s management
sees its opportunity as long-term. With a robust,
diverse pipeline, commitment to investing in new
opportunities and ample cash, we believe that CASI
Pharmaceuticals will move rapidly over the next
several years to be a leading player in China.
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COMPANY UPDATE
CASI Pharmaceutical reported Q119 results on May 15. Results showed continued investment towards
launching its recently approved in-licensed drug, Evomela in China, progress towards gaining regulatory
approvals for Marqibo and Zevalin and expansion of its robust product portfolio with its investment in
CID-103 (also known as TSK011010), an anti-CD38 monoclonal antibody, which expands the Company s
hematology product pipeline.
Research and development for Q119 rose $0.9 million (+52%) to $2.6 million compared $1.7 million in
the year-earlier period, reflecting costs associated with regulatory, consulting and manufacturing related
services, additional personnel and facilities costs. General and administrative spending climbed to $5.7
million in the quarter, including $1.6 million in stock compensation paid to senior management. The
balance of the increase stemmed from higher personnel costs in preparation for the marketing launch of
Evomela and professional service fees.
In total, CASI reported a net loss of ($0.09) per share, or ($8.2 million) compared with a loss of ($0.05)
per share or ($3.6 million) in the first quarter of 2018.
We are adjusting our estimates to reflect higher spending for research and development in 2019 from
$2.6 million to $7.8 million, but holding our G&A expense steady at $23.7 million. This change reduces
our 2019 EPS estimate from ($0.24) to ($0.29). We are also raising our R&D spending expectations for
2020-2022, reducing our EPS estimates by c. $0.03-0.04 each year.

INVESTMENT SUMMARY
COMPANY DESCRIPTION: CASI is establishing its footprint as a leading provider of high-quality
proprietary, licensed and ANDA pharmaceuticals to the rapidly evolving Chinese market. We believe that
CASI is unique in its understanding of how to pursue opportunities in China while minimizing the pitfalls
that often plague US-listed China-focused companies. CASI s management sees China as a sustainable
opportunity and is investing with this in mind. With a robust, diverse pipeline, commitment to investing in
new opportunities and ample cash, we believe that CASI Pharmaceuticals will firmly establish itself over
the next several years as a leading player in China. Longer-term the Company aspires to expand sales
outside of China and neighboring countries to the US and other markets.
FINANCIALS: The opportunity for CASI is significant; the Company is well funded with a solid business
strategy, growing product portfolio and strong experience management team. We expect that the
Company will invest and manage with the long-term in mind, which may keep a lid on potential margins,
but will result in consistent and sustainable results for investors.
On March 29, 2018, CASI reported full-year 2018 results and filed its 10-k. The Company s net loss grew
to $27.2 million from $10.8 million in 2017. The key factor was a significant increase in G&A. 2019 is
likely to be a transitional year as the Company begins its commercial rollout. As a result, we expect costs
as a percent of revenues to be higher than long-term estimates. Our model calls for 2019 revenues of
$5.8 million, which we expect to come from both Evomela and ANDA portfolio sales. In 2020, we forecast
revenues of $20.8 million, driven by growth in Evomela and ANDA portfolio sales as well as the likely
introductions of Marqibo and Zevalin. By 2023, we look for sales to exceed $161 million. We expect CASI
to move to GAAP profitability by 2021 and increase steadily from there. Our model shows $13.0 million in
net profit ($0.14 per share) in 2021, growing to $48.2 million ($0.50 per share) by 2023.
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VALUATION: Our valuation is $8.17 per basic share, based on sum-of-the-parts risk-adjusted NPV for
each of its products less corporate overhead. The ANDA portfolio comprises the vast majority of our NPV
valuation at $748 million. We expect the Company to continue to make deals in this space and have
modeled for $500 million in annual sales by 2045. We value the licensed drugs at $90 million. Our
corporate overhead assumption is $158 million on a discounted basis through 2045.
SENSITIVITIES: Our valuation and model are closely tied to successful execution in a market that is
highly competitive and has been long-plagued by an unpredictable bureaucracy. However, China has
taken a number of steps in the past few years to reclassify and clarify regulatory pathways for drugs in
addition to increasing staffing and lowering outstanding applications, and, so far, CASI s first product,
Evomela, seems to have moved smoothly through the regulatory system. China is also working to
improve reimbursement for high-need drugs so that they are more affordable to citizens. To us, CASI s
main risk is successfully gaining meaningful market share particularly for its generic drugs. The
Company intends to compete by focusing on high-need drugs (such as those for hepatitis B) and building
a reputation for reliable high-quality products at a reasonable cost.
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Exhibit 1: Financial summary

Source: Company filings. Zacks Investment Research estimates.
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The following disclosures relate to relationships between Zacks Small-Cap Research ( Zacks SCR ), a division of Zacks Investment Research
( ZIR ), and the issuers covered by the Zacks SCR Analysts in the Small-Cap Universe.
ANALYST DISCLOSURES
I, Elizabeth Senko, Senior Analyst, hereby certify that the view expressed in this research report accurately reflect my personal views about the
subject securities and issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the
recommendations or views expressed in this research report. I believe the information used for the creation of this report has been obtained from
sources I considered to be reliable, but I can neither guarantee nor represent the completeness or accuracy of the information herewith. Such
information and the opinions expressed are subject to change without notice.

INVESTMENT BANKING AND FEES FOR SERVICES
Zacks SCR does not provide investment banking services nor has it received compensation for investment banking services from the issuers of
the securities covered in this report or article.
Zacks SCR has received compensation from the issuer directly or from an investor relations consulting firm engaged by the issuer for providing
non-investment banking services to this issuer and expects to receive additional compensation for such non-investment banking services
provided to this issuer. The non-investment banking services provided to the issuer includes the preparation of this report, investor relations
services, investment software, financial database analysis, organization of non-deal road shows, and attendance fees for conferences sponsored
or co-sponsored by Zacks SCR. The fees for these services vary on a per-client basis and are subject to the number and types of services
contracted. Fees typically range between ten thousand and fifty thousand dollars per annum. Details of fees paid by this issuer are available
upon request.

POLICY DISCLOSURES
This report provides an objective valuation of the issuer today and expected valuations of the issuer at various future dates based on applying
standard investment valuation methodologies to the revenue and EPS forecasts made by the SCR Analyst of the issuer s business.
SCR Analysts are restricted from holding or trading securities in the issuers that they cover. ZIR and Zacks SCR do not make a market in any
security followed by SCR nor do they act as dealers in these securities. Each Zacks SCR Analyst has full discretion over the valuation of the
issuer included in this report based on his or her own due diligence. SCR Analysts are paid based on the number of companies they cover.
SCR Analyst compensation is not, was not, nor will be, directly or indirectly, related to the specific valuations or views expressed in any report or
article.

ADDITIONAL INFORMATION
Additional information is available upon request. Zacks SCR reports and articles are based on data obtained from sources that it believes to be
reliable, but are not guaranteed to be accurate nor do they purport to be complete. Because of individual financial or investment objectives
and/or financial circumstances, this report or article should not be construed as advice designed to meet the particular investment needs of any
investor. Investing involves risk. Any opinions expressed by Zacks SCR Analysts are subject to change without notice. Reports or articles or
tweets are not to be construed as an offer or solicitation of an offer to buy or sell the securities herein mentioned.
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