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IGX-TSXV 

Rating: Speculative Buy 

Target:  $1.00 

Price: $0.45 

Return: 122% 

Valuation:  NPV, 20x EPS, 12.5x 

EV/EBITDA (F2024; 30% 

disc. rate) 

 

Equity Stake by ATAI Validates IntelGenx’s VersaFilm 

Plat-form in Emerging Psychedelic Therapy Niche – 

Spec BUY 

 

IntelGenx provided an update this morning on a strategic partnership agreement with 

Berlin-based, Peter Thiel-backed, psychedelic drug platform-focused firm ATAI Life 

Sciences (Private, but with go-public aspirations), which will also see ATAI acquiring 

a ~25% interest in IGX. In tandem, the firm also announced plans to up-list to the 

TSX exchange. IntelGenx first announced a feasibility agreement with ATAI life 

sciences back in Aug/20. The agreement was initially for the development of 

pharmaceutical grade psychedelic that will deploy IntelGenx’s VersaFilm technology 

platform, and with today’s announcement marking a transition in the relationship from 

drug developer to equity stake ownership.  

Investment Summary 
 

Terms on significant equities purchase agreement could see ATAI taking on role of 

potential acquirer, assuming agreement is fulfilled in entirety: Taking each 

announcement in turn, IntelGenx announced the partnership with ATAI for the 

development of compounds with psychedelic properties, and will be focused on the 

prevention or treatment of mental health disorders. The synergies between IntelGenx 

and ATAI are readily apparent, with both firms clearly focused on CNS indications 

(IntelGenx’s pipeline includes cannabinoids [partnered with Tilray/Aphria], psilocybin 

[partnered with Cybin & ATAI], the schizophrenia drug Loxapine, and montelukast 

which is traditionally an anti-allergy/asthma medication but is being tested by 

IntelGenx in Alzheimer’s disease), and we stand by our view (apparently shared by 

ATAI) that a rapid-acting sublingual drug delivery platform like VersaFilm is well-

suited to small-molecule therapies in this medical market niche, where rapid action 

is somewhere between desirable and necessary on the pharmacokinetic spectrum. 

 

As part of the partnership, ATAI will also enter into a strategic development 

agreement with IntelGenx, with the agreement to be funded via a securities purchase 

agreement. The securities purchase agreement is essentially divided into two 

components. In the initial portion of the agreement, ATAI will acquire US$12.3M in 

common shares and warrants (corresponding to 37.3M shares and 22.4M warrants). 

We have adjusted our forecasts to reflect on the additional share-and-warrant 

purchases. While not in our model yet, the future proceeds from the exercise of the 

aforementioned purchased warrants will provide an additional US$7.8M to the firm. 

 

Clear parameters are already established for ATAI to make additional investments in 

IGX, at pre-specified prices that reflect well on our IGX valuation. The second portion 

of the agreement will see ATAI having the right to subscribe to an additional 130M 

share-and-a-half-warrant units, for which the pricing will be dependent on when ATAI 

decides to execute on the unit purchase. Pricing on the additional units increase over 

the period from the initial investment (from US$0.331 if purchased 12 months after 

closing to US$0.75 if purchased 3 years after close) and is also dependent on if it is 

the lower of the aforementioned prices or a 20% premium on the market price on 

date of purchase. 
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Our current PT is quite close to the top end of this price range. As such, we have for now omitted the additional unit-purchase 

from our projections, although this could provide an additional $43M-$97.5M in further proceeds for IGX if executed. But with 

that aside, ATAI could also quickly shift its status to a potential acquirer if these additional units were acquired and all associated 

warrants were exercised, which would see ATAI own ~60% of IGX’s shares. 

Exhibit. 1 Income Statement & Financial Forecasts for IntelGenx 

 

Source: Historical Data – IntelGenx; Forecasts/Estimates – Leede Jones Gable 

Separate loan repayable by early FQ320: Next, the firm also secured a US$2M loan from ATAI. The loan is relatively short-term 

in nature, and is repayable in 120 days following IGX’s Annual Meeting of Shareholders on May 11 th 2021 (so repayable 

beginning early Sep/21). The firm has already used $0.8M to pay down a credit facility, and so we now calculate adjusted debt 

to be US$10.6M. IGX is also eligible for an additional advance of US$0.5M from ATAI, but we have not included this in our debt 

count at least until further visibility on this amount is provided. 

Exhibit 2. Valuation Summary for IntelGenx 

 

Source: Leede Jones Gable 

Year-end December 31

(US$000's, except EPS) 2019A 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E

Product Revenue

Rizaport/migraine pain 0 0 2,800 5,252 7,913 10,643 13,409 16,211 19,050 21,925

Tadalafil/erectile dysfunction 0 0 3,518 7,087 10,706 14,375 18,097 21,870 25,697 29,576

Suboxone/opioid dependence 0 0 0 0 1,936 3,900 4,909 5,933 6,971 8,023

Cannabinoids/Tilray 0 3,500 5,500 7,500 9,500 11,500 13,500 15,500 17,500 19,500

Royalties & licensing 742 749 757 764 772 780 788 796 803 812

Total revenue $742 $4,249 $12,575 $20,603 $30,826 $41,198 $50,703 $81,119 $111,934 $143,152

Revenue growth (%) (59.3%) 472.7% 196% 64% 50% 34% 23% 60% 38% 28% 

EBITDA ($8,499) ($6,291) $1,159 $8,602 $18,325 $28,174 $37,134 $66,980 $97,200 $127,797

EBITDA growth (%) NA (26.0%) NA 642.0% 113.0% 53.7% 31.8% 80.4% 45.1% 31.5%

EBITDA margin (%) NA NA 9.2% 41.8% 59.4% 68.4% 73.2% 82.6% 86.8% 89.3% 

Non-operating expenses $1,051 $1,051 $1,051 $1,051 $1,051 $1,051 $1,051 $1,051 $1,051 $1,051

Interest expense (income) $1,110 $1,110 $1,110 $1,110 $1,110 $1,110 $1,110 $1,110 $1,110 $1,110

Net income, fully-taxed ($10,660) ($8,452) ($1,002) $4,734 $11,880 $19,120 $25,705 $47,642 $69,854 $92,342

Fully-taxed EPS (basic) ($0.11) ($0.08) ($0.01) $0.03 $0.08 $0.13 $0.17 $0.32 $0.47 $0.62 

Fully-taxed EPS (fd) ($0.09) ($0.06) ($0.00) $0.02 $0.06 $0.09 $0.12 $0.23 $0.33 $0.44 

P/E (basic) NA NA NA 14.1x 5.6x 3.5x 2.6x 1.4x 1.0x 0.7x 

EV/EBITDA NA NA 70.4x 9.5x 4.5x 2.9x 2.2x 1.2x 0.8x 0.6x 

NPV, discount rate 20% 25% 30% 35% 45% 50%

Implied value per share $2.87 $1.99 $0.99 $0.71 $0.54 $0.40

Price/earnings multiple, F2024 10x 15x 20x 25x 30x 40x

Implied share price 1 $0.32 $0.47 $0.63 $0.79 $0.95 $1.27

EV/EBITDA multiple, F2024 7.5x 10x 12.5x 15x 17.5x 20x

Implied share price 1,2 $0.34 $0.46 $0.58 $0.69 $0.81 $0.92

One-year IGX target price (US$) 1 $0.73

One-year IGX target price (C$) 2 $0.96

2 Based on an implied USD:CAD exchange rate of 1.31x

1 Based on F2024 fd fully-taxed EPS of US$0.09; EBITDA of US$28.2M, discounted at 30%; fd S/O of 211.5M; 

EV incorporates proforma cash of $15.4M (FQ320 cash of US$3.0M and $12.3M in proceeds from the atai 

securities purchase agreement) and proforma debt of $10.6M (FQ320 debt of US$9.4M and $1.2M in net 

secured debt from ATAI Life Sciences)
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Maintaining Speculative BUY rating and $1.00 price target while adjusting our valuation projections on lowered liquidity risk. Our 

PT valuation continues to apply three different methodologies: NPV (now discounted by 30% instead of 35%), and multiples of 

our F2024 EBITDA/EPS. In our F2024 reference year, we forecast EBITDA of $28.2M and now-revised fully diluted EPS of $0.09 

(was $0.13). The change in our EPS was solely related to model flow-through following the infusion of revised common share 

metrics following ATAI’s purchase agreement. 

As noted, we are electing to lower our discount rate from 35% to 30% on lowered perceived liquidity risk given the significant 

size of proceeds received on ATAI’s securities purchase agreement and further potential proceeds generated from the additional 

unit purchases that could follow after the initial round of purchase agreement is closed. Our EV calculation now incorporates 

proforma cash of $15.4M (consisting of FQ320 cash of $3M, and proceeds from both the ATAI financing of $12.3M and Oct/20 

note offering proceeds of $1.5M) and proforma debt of $10.6M (FQ320 debt of $7.7M, proceeds from the aforementioned 

Oct/20 note offering, and proceeds of the ATAI loan of $2M, adjusted down for the repayment of the US$0.8M credit facility). 

The resulting PT from the average of the three outlined methodologies is $0.96, which we consider to be sufficiently close to our 

$1.00 price target so as not to compel revision. This corresponds to a one-year return of 122%. 

Exhibit 3. ATAI Life Sciences – Partnerships and Assets Under Development, All Of Which Are CNS-Active And In Our View Are 

Amenable To VersaFilm Formulation 

 

Source: ATAI Life Sciences 
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Size of ATAI’s equity interest in IGX aligns strongly with other publicized ATAI deals, thereby validating the attractiveness and 

utility of IGX’s VersaFilm platform. Although private, ATAI most recently raised a US$157M Series D round, led notably by tech 

investor Peter Thiel/Thiel Capital, and with the latest funding round now valuing the firm at ~US$2B. The firm is also rumoured 

to pursue a US public listing as soon as CQ221. We observe with interest that the firm’s structure does not position it as a pure-

play drug developer per se, but more rather as a holding company. Specifically, the firm targets partnerships with psychedelic 

therapy drug developers and provides funding, technology, scientific and regulatory expertise in exchange for an equity stake 

in the firm and/or a majority stake in the drugs under development (and partnered with ATAI). 

Looking at ATAI’s pipeline, the firm has at least four clinical-stage assets with its various corporate partnerships, all targeting 

mental health disorders, and mainly relating to different indications associated with depression and anxiety. In particular, we 

observe that ATAI presently owns a 29% stake in partner and psilocybin drug developer Compass Pathways (CMPS-Q, NR), 

which was the first psychedelic drug developer to IPO on a US exchange. The firm went public on the NASDAQ via the sale of 

7.5M shares at US$17/shr. At time of writing, Compass Pathways currently has a market capitalization of US$1.6B. 

Plans for IGX’s up-listing coincides with publicly-listed psychedelic drug developers attracting impressive valuations: Outside of 

ATAI’s sandbox, we have been observing sizable valuations accorded to psychedelic drug developers, insofar that there has 

now been a North American-focused ETF tracking the sector. The NEO Exchange-listed Horizons Psychedelic Stock Index ETF 

(PSYK-NEO, NR) has approximately 17 constituents, and includes the Toronto-based MindMed (MMED-NEO, NR; market cap: 

C$1.5B) as well as IntelGenx’s other psychedelic drug development partner, the Toronto-based Cybin (CYBN-NEO, NR; market 

cap: C$228M). Recall the two firms entered into a feasibility agreement in Jul/20 for the development of an oral film product 

delivering pharmaceutical-grade psilocybin. As such, we are encouraged by the timing of IGX’s plans to graduate to the TSX, in 

particular during a time in which IGX can leverage on its exposure to the psychedelic therapeutics space and could presumably 

be positive for the firm’s own valuation. For now, we do not include psychedelic therapeutics in IGX’s own forecasts, owing to 

just how early stage these developments are. With that caveat, we will of course re-visit our own forecasts upon further visibility 

as IGX’s psychedelic programs get underway. 
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Disclosures none 

 

 

Important Information and Legal Disclaimers 

Leede Jones Gable Inc. (LJG) is a member of the Investment Industry Regulatory Organization of Canada (IIROC) and the 

Canadian Investor Protection Fund (CIPF). This document is not an offer to buy or sell or a solicitation of an offer to buy or sell 

any security or instrument or to participate in any particular investing strategy. Data from various sources were used in the 

preparation of these documents; the information is believed but in no way warranted to be reliable, accurate and appropriate. 

All information is as of the date of publication and is subject to change without notice. Any opinions or recommendations 

expressed herein do not necessarily reflect those of LJG. LJG cannot accept any trading instructions via e-mail as the timely 

receipt of e-mail messages, or their integrity over the Internet, cannot be guaranteed. Dividend yields change as stock prices 

change, and companies may change or cancel dividend payments in the future. All securities involve varying amounts of risk, 

and their values will fluctuate, and the fluctuation of foreign currency exchange rates will also impact your investment returns if 

measured in Canadian Dollars. Past performance does not guarantee future returns, investments may increase or decrease in 

value and you may lose money. LJG employees may buy and sell shares of the companies that are recommended for their own 

accounts and for the accounts of other clients. LJG employees may buy and sell shares of the companies that are recommended 

for their own accounts and for the accounts of other clients. Disclosure codes are used in accordance with Policy 3400 of IIROC. 
 

Description of Disclosure Codes  

1. LJG and its affiliates collectively beneficially own 1% or more of any class of equity securities of the company. 

2. The analyst or any associate of the analyst responsible for the report or public comment hold shares or is short any of the 

company's securities directly or through derivatives. 

3. LJG or a director or officer of LJG or any analyst provided services to the company for remuneration other than normal 

investment advisory or trade execution services within the preceding 12 months. 

4. LJG provided investment banking services for the company during the 12 months preceding the publication of the research 

report.  

5. LJG expects to receive or intends to seek compensation for investment banking services in the next three months. 

6. The analyst preparing the report received compensation based upon LJG investment banking revenues for this issuer. 

7. The director, officer, employee, or research analyst is an officer, director or employee of the company, or serves in an 

advisory capacity to the company.  

8. LJG acts as a market maker of the company. 

9. The analyst has conducted a site visit and has viewed a major facility or operation of the issuer. 

10. The company has paid for all, or a material portion, of the travel costs associated with the site visit by the analyst. 
 

Dissemination  

All final research reports are disseminated to existing and potential institutional clients of Leede Jones Gable Inc. (LJG) in 

electronic form to intended recipients thorough e-mail and third-party aggregators. Research reports are posted to the LJG 

website and are accessible to customers who are entitled the firm’s research. Reproduction of this report in whole or in part 

without permission is prohibited.  
 

Research Analyst Certification 

The Research Analyst(s) who prepare this report certify that their respective report accurately reflects his/her personal opinion 

and that no part of his/her compensation was, is, or will be directly or indirectly related to the specific recommendations or views 

as to the securities or companies. Leede Jones Gable Inc. (LJG) compensates its research analysts from a variety of sources 

and research analysts may or may not receive compensation based upon LJG investment banking revenue.  
 

Canadian Disclosures 

This research has been approved by Leede Jones Gable Inc. (LJG), which accepts sole responsibility for this research and its 

dissemination in Canada. LJG is registered and regulated by the Investment Industry Regulatory Organization of Canada (IIROC) 

and is a Member of the Canadian Investor Protection Fund (CIPF). Canadian clients wishing to effect transactions in any 

designated investment discussed should do so through a LJG Registered Representative. 
 

U.S. Disclosures 

This research report was prepared by Leede Jones Gable Inc. (LJG), a member of the Investment Industry Regulatory 

Organization of Canada (IIROC) and the Canadian Investor Protection Fund (CIPF). This report does not constitute an offer to 

sell or the solicitation of an offer to buy any of the securities discussed herein.  LJG is not registered as a broker-dealer in the 

United States and is not be subject to U.S. rules regarding the preparation of research reports and the independence of research 

analysts. Any resulting transactions should be effected through a U.S. broker-dealer. 
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Rating Definitions 

Buy 
The security represents attractive relative value and is expected to appreciate significantly from the current 

price over the next 12 month time horizon. 

Speculative Buy The security is considered a BUY but carries an above-average level of risk. 

Hold 
The security represents fair value and no material appreciation is expected over the next 12 month time 

horizon. 

Sell The security represents poor value and is expected to depreciate over the next 12 month time horizon. 

Under Review The rating is temporarily placed under review until further information is disclosed. 

Tender 
Leede Jones Gable Inc. recommends that investors tender to an existing public offer for the securities in 

the absence of a superior competing offer. 

Not Rated Leede Jones Gable Inc. does not provide research coverage of the relevant issuer. 

 

 

Ratings Distribution 

RECOMMENDATION 

NO. OF 

COMPANIES % 

Buy 6 40.0% 

Speculative Buy 7 46.7% 

Hold 2 13.3% 

Sell - - 

Tender - - 

Under Review - - 
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