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EULAR 2018 Pipeline Abs: GLPG1972 in OA
Quick Note

Galapagos and partner Servier will be presenting at EULAR 2018 Amsterdam
a poster (#:FR10539) with biomarker data from P1b study with GLPG1972
(ADAMTS-5 inhibitor) in osteoarthritis (OA) patients of the hip and/or knee
and an oral presentation (#OP0258) on a preclinical rat meniscectomy model.
The topline P1b in OA results were originally announced on Jan 2018

(See Fig 1). The pre-clinical abstract highlighted histological data from the
mice’s tibial plateau demonstrating significant chondroprotection in
GLPG1972-treated surgery-induced OA mice vs. vehicle control. We
anticipate GLPG and Servier will announce the initiation of a P2 shortly as the
company should be finalizing P2 design and protocol. We remain excited
about GLPG1972's potential to be the only approved disease-modifying
osteoarthritis drug in an indication impacting more than 118mn patients in
US, Europe, and Japan. GLPG at ATS this Week: GLPG presented/will
present three abstracts at ATS 2018 the past weekend/week and Tues on
GLPG1690, its wholly owned asset being developed in IPF (Pg 2).
Additionally, a recent Lancet publication highlighted consistency of results
across pts, and biomarkers (LPA) and FVC in patients with IPF.

e Compelling MOA: ADAMTS-5 Inhibition Protects Cartilage
Degradation. GLPG1972 is a highly potent and selective inhibitor of
ADAMTS-5 protease, implicated in the cleaving of aggrecans (a core
cartilage-specific proteoglycan protein) in the cartilage’s extracellular
matrix that are crucial to the joint’s ability to resist compressive loads.
Higher concentrations of aggrecan are necessary to produce the swelling
pressure that counters compressive loads on the tissue. In OA patients
and animal models, detectable fragments generated by aggrecan cleavage
in the cartilage and synovial fluid have been well-documented. In vitro,
ADAMTS-5 has one of the highest aggrecanolytic activities of the ADAMTS
protease enzyme family with expression localized in areas of aggrecan
depletion. ARGS neoepitope is a marker of aggrecanase activity. Based
on this well-defined MOA, we believe the inhibition of ADAMTS-5’s
aggrecanolytic activity may translate into slower disease progression
through improved preservation of cartilage and functional benefits.

e Promising P1b Biomarker Data; P2 Likely to De-Risk GLPG 1972 on

Imaging and Functional Endpoints. Notably, the PK of GLPG1972 in the

trial's elderly OA patients was similar to those seen in earlier P1 trial in
healthy volunteers. There was only one discontinuation (at the highest
dose of 300mg) due to reversible abnormal liver function test on Day 15.
The tight SE bars on biomarker reductions indicate no meaningful
difference between hip vs. knee OA patients. We find the robust and

durable dose-dependent mean ARGS % reduction through Day 15 and 29

as encouraging and expect a significant de-risking event if biomarker data
translate into improvements in MRI/X-Ray imaging and functional clinical
endpoints in the soon-to-be initiated P2. We await the announcement of
P2 study design, which will likely be in 100s of patients with less than half
of the patients in the US. GLPG has commented on a previous earnings
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call that the P2 will likely be a 1-yr trial with the typical endpoints looking at
imaging using MRI, X-Ray, as well as functional endpoints.

® Blockbuster Market Opportunity. As a reminder, GLPG has full US
commercial rights to GLPG1972 and is eligible to receive development,

regulatory, and other milestone payments as well as royalties OUS from
Servier. As the most common form of arthritis, OA affects over 30 million
US adults and is expected to rise in prevalence with an aging population
and sedentary lifestyle. Though we conservatively remain on the sidelines

in assigning value to this asset until development pathway and target
population has been further clarified, we are attracted to the blockbuster

potential of GLPG1972 as the first disease-modifying therapy for OA with

full US and OUS royalty economics. However, for the same reason and
considering GLPG’s limited footprint in the US, we anticipate GLPG wiill
commercialize the drug with a partner.

Fig. 1: Compiled P1b Trial of GLPG1972 in OA of Hip/Knee: ARGS Biomarker Data

P1b OA Biomarker Data

Patients (n)

Mean ARGS %

reduction vs. baseline
(£SE)

Placebo QD 100mg QD 200mg QD 300mg QD
6 8 8 8
Day 15 NA -40% (£2.9) -46% (+4.5) -53% (+2.8)
Day 29 -3.64% (£5.95) -38.43% (+2.91) | -44.93% (+4.46) | -50.43% (+4.47)

Source: Company data, Instinet research

Fig. 2: ARGS Reduction in Phlb Trial in OA Patients
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Dose-dependent reduction of ARGS, well-tolerated in OA patients

Source: Company presentations, Instinet research
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Full GLPG1690 P1b Data at ATS 2018 Congress San Diego

e Abstract/Poster: A1649/P1249 — Pharmacodynamics and
Pharmacokinetics of the Autotaxin Inhibitor GLPG1690 in the FLORA
Trial: A Randomized, Placebo-Controlled, Double Blind Phase lla
Clinical Trial of 12 Weeks in Individuals with Idiopathic Pulmonary
Fibrosis. May 20, 11:15AM-1:00PM Area K (Hall A-B2, Ground Level)

o Proof of target engagement with fast and sustained reduction in LPA
18:2 plasma levels (biomarker of autotaxin inhibition) in IPF patients.
LPA levels were measured before dosing and 1.5, 4, and 6 hours post-
dosing. LPA reduction was similar at 1.5 and 6h post-dosing. Similar
PK/PD to those in healthy volunteers. PK/PKD supports QD.

® Abstract/Oral Presentation: A2436 - A Randomized, Placebo-
Controlled, Double Blind Phase lia Clinical Trial to Assess the Safety,
Tolerability, Pharmacokinetics and Pharmacodynamics of 12 Weeks
of Treatment of an Autotaxin Inhibitor (GLPG1690) in Individuals with
Idiopathic Pulmonary Fibrosis (FLORA Trial). May 20, 2:45PM-3:00PM
Room A (Upper Level)

o Updated data published in The Lancet over the weekend confirmed
and improved on efficacy at 12 weeks (+25ml mean change from
baseline in FVC vs. -70ml for placebo). Safety Data demonstrated
comparable safety and discontinuation rates vs. placebo with lower
serious and severe TEAEs in the GLPG1690 arm.

o Prev. announced topline data at 12 weeks showed FVC increase of 8ml
(vs. baseline) in GLPG1690-treated IPF pts vs. FVC reduction of 87ml
in placebo pts indicating disease stabilization in the treatment arm.

e Session/Abstract: C97/A5928 — Assessment of the Effects of
GLPG1690 in Idiopathic Pulmonary Disease (IPF) Patients Using
Functional Respiratory Imaging (FRI). May 22, 3:45PM — 4:00PM Grand
Ballroom 5-6 (North Tower, Lobby Level)

o Suggests functional respiratory imaging (FRI) may be a more sensitive
and accurate tool for monitoring IPF progression and regression.
Using GLPG1690, specific airway volume changes could be measured
in regional lung structures; the change from baseline for this metric was
significantly different. Supports MOA and Efficacy.
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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 97.59  18-May-2018 Buy Not rated A6

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.

Galapagos NV (GLPG US) USD 97.59 (18-May-2018) Buy (Sector rating: Not rated)
Rating and target price chart (three year history)
15-May-2015 to 14-May-2018 PRICE( USD) Date Rating Target price  Closing price
130.00 10-Aug-17 124.00 81.06
12000 22-Jun-17 108.00 78.56
17-Apr-17 121.00 92.40
110.00 01-Mar-17 Buy 71.78
100.00 01-Mar-17 87.00 71.78
27-Oct-15 Not Rated 47.69
2000 25-Sep-15 62.00 44.60
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08-Jun-15 73.00 55.51

70.00
r

§0.00 W

50.00

40.00

30.00

20.00

10.00

0.00
Sep-15 Jan-16 May-16 Sep-16 Jan-17 May-17 Sep-17 Jan-18 May-18

— GALAPAGOS NV Target Price Change & Recommendation Changes
Source: Thomson Reuters, Nomura research
For explanation of ratings refer to the stock rating keys located after chart(s)

Valuation Methodology For Galapagos NV (GLPG), we use a top-line revenue multiple valuation, a method widely used for
early-stage biotech companies. Our target price of $124 represents a 6x multiple for EU profit share on filgotinib across
inflammatory indications and a 16x multiple for U.S. royalties on filgotinib. In filgotinib for RA, we apply a 15% discount rate,
reflecting a lower development risk, as the target, JAK, is already validated by an approved drug in RA. In filgotinib in UC and
Crohn’s, we apply a 20% discount rate, reflecting a slightly higher risk for these indications, as no JAK inhibitor is approved. For
the Cystic Fibrosis program, we use an 18x multiple, reflecting a higher value for the higher-margin orphan program and a 25%
discount that reflects a higher development risk. For the IPF program, we use an 8x multiple, reflecting a higher value for the
higher-margin orphan program and a 45% discount that reflects a higher development risk. The benchmark for this stock is the
Nasdaqg Biotechnology Index.

Risks that may impede the achievement of the target price Regulatory risk: The FDA may require Galapagos to present
data on the efficacy of the individual triple-combo drugs in the target patient population, which would require the company to
conduct a large Phase 2 study. Enrollment of patients in these studies might be challenging, due to the low expectation of
efficacy from a single compound. 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 viability. Competitive risk: Baricitinib, a JAK 1/2 inhibitor,
was expected to be approved by January 19, 2017. In clinical studies, the drug presented compelling efficacy superior to
adalimumab. If baricitinib is found to be safe and approved without a black-box warning, it could take the lion’s share of the
market. Celgene’s mongersen, an SMAD7 anti-sense RNA, showed compelling safety and efficacy profile in a Phase 2 study in
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CD patients. The compound is in a Phase 3 study and is set to report top-line data by 2H18. If approved, mongersen would
have first-mover advantage as the only orally available DMT for Crohn’s. Clinical 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.

Important Disclosures

Online availability of research and conflict-of-interest disclosures

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.
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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:

51% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 42% of companies with this
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43% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 51% of companies with
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** 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:

61% 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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35% 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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