
 
© Copyright 2021, Zacks Investment Research. All Rights Reserved. 

 
 
 
 

 

 Arrowhead Pharmaceuticals, Inc.     (ARWR-NASDAQ) 

 
 
 
 
 
 
 
 
 
 
 
 
 

Current Price (12/06/21) $67.50 

Valuation $100.00 

 
OUTLOOK 

 
SUMMARY DATA 

 

Risk Level Above Avg. 

Type of Stock Large-Growth 
Industry Med-Drugs 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

On November 22, 2021, Arrowhead Pharmaceuticals, Inc. 
(ARWR) announced financial results for fiscal year 2021 and 
provided a business update. The company recently 
announced a licensing agreement with GlaxoSmithKline 
(GSK) for ARO-HSD, which is currently in a Phase 1/2 clinical 
trial for patients with non-alcoholic steatohepatitis (NASH). 
Arrowhead received $120 million upfront and is eligible to 
receive up to $1.03 billion in milestones along with tiered 
royalties of mid double-digit to 20% on net product sales. The 
company recently had multiple presentations on development 
products at The Liver Meeting 2021, including on JNJ-
73763989 (formerly ARO-HBV), which is being developed by 
Janssen Pharmaceuticals for the treatment of chronic 
Hepatitis B virus infection, ARO-HSD, and ARO-AAT, which 
is being developed for the treatment of alpha-1 antitrypsin 
deficiency.       

52-Week High $90.47 
52-Week Low $58.09 
One-Year Return (%) 3.38 
Beta 1.29 
Average Daily Volume (sh) 707,120 
  
Shares Outstanding (mil) 104 
Market Capitalization ($mil) $7,038 
Short Interest Ratio (days) N/A 
Institutional Ownership (%) 64 
Insider Ownership (%) 4 

  

Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) 78.3 
    Earnings Per Share (%) N/A 
    Dividend (%)   N/A 
  

P/E using TTM EPS N/A 

P/E using 2020 Estimate -45.6 

P/E using 2021 Estimate -43.3 
  
  

ZACKS ESTIMATES 
 

Revenue  
(in millions of $) 

 Q1 Q2 Q3 Q4 Year 

 (Dec) (Mar) (Jun) (Sep) (Sep) 

2021 21.3 A 32.8 A 45.9 A 38.3 A 138.3 A 

2022 150.0 E 70.0 E 45.0 E 40.0 E 305.0 E 

2023     200.0 E 

2024           250.0 E 
  

Earnings per Share 
 

 Q1 Q2 Q3 Q4 Year 

 (Dec) (Mar) (Jun) (Sep) (Sep) 

2021 -$0.20 A -$0.26 A -$0.29 A -$0.61 A -$1.36 A 

2022 $0.80 E -$0.00 E -$0.29 E -$0.37 E $0.13 E 

2023     -$1.26 E 

2024              -$1.06 E 
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ARWR: License Agreement with GSK for 
ARO-HSD… 

Based on our probability adjusted DCF model that takes 
into account potential future revenues from the 
company’s development products, ARWR is valued at 
$100/share. This model is highly dependent upon the 
continued clinical success of those programs and will be 
adjusted accordingly based upon future clinical 
outcomes. 

Sponsored – Impartial - Comprehensive 
 

 Sponsored – Impartial - Comprehensive 
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      WHAT’S NEW 

 
 

Business Update 
 
Licensing Agreement with GSK for ARO-HSD; Interim Clinical Data Presented at The Liver Meeting 
 
On November 22, 2021, Arrowhead Pharmaceuticals, Inc. (ARWR) announced a licensing agreement 
with GlaxoSmithKline (GSK) for ARO-HSD, Arrowhead’s investigational RNAi therapeutic that is currently 
being evaluated in a Phase 1/2 clinical trial for the treatment of patients with nonalcoholic steatohepatitis 
(NASH).  
 
Arrowhead will receive an upfront payment of $120 million and is eligible for additional payments of $30 
million at the start of a Phase 2 trial, $100 million upon the successful readout from the Phase 2 trial and 
the first patient dosed in a Phase 3 trial, and if approved commercial milestone payments of up to $190 
million at first commercial sale and up to $590 million in sales-related milestone payments. In addition, 
Arrowhead is eligible to receive tiered mid double-digit to 20% royalties on net product sales.  
 

ARO-HSD targets hydroxysteroid 17-dehydrogenase 13 (HSD17B13), a member of the HSD17B family 
that is markedly upregulated in patients and mice with non-alcoholic fatty liver disease (NAFLD) (Su et al, 
2019). Loss-of-function mutations in HSD17B13 provide the strongest known protection against non-
alcoholic steatohepatitis (NASH) cirrhosis, alcoholic hepatitis, and cirrhosis (Abul-Husn et al., 2018). In 
the CDAA (choline-deficient, methionine-reduced, 60% fat) mouse model of NASH, once-weekly 
treatment with 3 mg/kg ARO-HSD resulted in decreased steatosis, inflammation, and hepatocyte 
degeneration along with inhibition of liver fibrosis. 
 
The company recently presented interim clinical data from AROHSD1001, an ongoing Phase 1/2 clinical 
trial of ARO-HSD, at The Liver Meeting 2021. A copy of the poster can be found here. The following 
image gives an overview of the trial design. Patients with NASH or suspected NASH (based on MRI-
PDFF >8% and ALT>ULN) were administered 25, 100, or 200 mg ARO-HSD (N=6 for each cohort) 
subcutaneously on Day 1 and Day 29. Liver biopsies were performed at screening and at Day 71 (week 
10) and patients were followed until Day 113 (week 16).  
 

 
 
The following table gives a summary of the pharmacodynamic data compiled thus far. For Cohort 1b (25 
mg), 3/6 patients have completed the study with the other patients having completed through Day 85. For 
Cohort 3b (100 mg), 5/6 patients have completed the study and the last patient has completed up to Day 
85. For Cohort 4b (200 mg), 5/6 patients have completed the study and the last patient has completed up 

https://ir.arrowheadpharma.com/news-releases/news-release-details/arrowhead-pharmaceuticals-enters-exclusive-license-agreement-gsk
https://pubmed.ncbi.nlm.nih.gov/30365983/
https://pubmed.ncbi.nlm.nih.gov/30365983/
https://pubmed.ncbi.nlm.nih.gov/29562163/
https://ir.arrowheadpharma.com/static-files/dbedb878-31ea-49ef-8505-751880d004a4
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to Day 85. The data shows a robust reduction of hepatic HSD17B13 mRNA at Day 71 for all doses, with 
all patients in the 200 mg cohort experiencing a ≥90% reduction. Levels of HSD17B13 protein were also 
reduced, with multiple measurements below the assay’s lower limit of quantitation (LLOQ). Serum ALT 
levels were reduced in both the 100 mg and 200 mg cohorts. Liver fat reductions were seen at all dose 
levels with a mean decrease of -7.6% and -7.3% for the 100 mg and 200 mg cohorts, respectively.  
 

 
 
ARO-HSD was safe and generally well tolerated, with no ARO-HSD-related serious adverse events 
reported, no adverse events leading to drug discontinuations, and no ARO-HSD-related clinically 
significant adverse laboratory trends observed. A treatment emergent serious adverse event of soft 
tissue injury that required hospitalization was reported in cohort 4b (200 mg), however the event was 
considered unrelated to study drug.  
 
These data are encouraging and show that ARO-HSD is engaging with its target, as shown by the 
decrease in hepatic HSD17B13 mRNA at Day 71. We are also encouraged by the decreases in various 
liver biomarkers along with decreases in liver fat (at higher drug doses), which could be an indicator of 
decreased liver inflammation. We look forward to additional updates on the trial. 
 
ARO-APOC3 Decreases Key Lipid Parameters in FCS and non-FCS Patients 
 
On November 15, 2021, Arrowhead announced additional data from the Phase 1/2 clinical trial of ARO-
APOC3 was presented at the American Heart Association Scientific Sessions 2021. ARO-APOC3 is 
being developed at a treatment for patients with hypertriglyceridemia (HTG), severe hypertriglyceridemia 
(sHTG), and familial chylomicronemia syndrome (FCS).  
 
The presentation included data for four genetically confirmed FCS patients who received 50 mg ARO-
APOC3 and 26 multifactorial chylomicronemia patients who received 10, 25, 50, or 100 mg ARO-APOC3 
on Days 1 and 29. The following chart shows a similar decrease in serum APOC3 (lower left) and 
triglycerides (TG, lower right) for both confirmed FCS and non-FCS patients. 
 

 

https://ir.arrowheadpharma.com/news-releases/news-release-details/arrowhead-presents-new-clinical-data-aro-apoc3-aha-2021
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ARO-APOC3 was generally well tolerated for both FCS and non-FCS patients. The following table 
provides treatment emergent adverse events (TEAEs) that occurred in two or more subjects along with 
the number of serious TEAEs. There was no pattern of increased frequency or intensity of adverse 
events (AEs) with increasing dose level. The two serious AEs (SAEs) were chest pain and acute 
pancreatitis, both of which were deemed to not be related to ARO-APOC3. They occurred in two non-
FCS subjects and both were able to complete the study.  
 

 
 
This was an encouraging update for the ARO-APOC3 program as the drug is able to modulate key lipid 
parameters in both FCS and non-FCS patients. In addition, the drug exhibited a similar safety profile in 
both groups of patients. 
 
ARO-AAT Clears Z-AAT Protein in AATD Patients 
 
On November 12, 2021, Arrowhead announced the presentation of additional interim clinical data from 
the AROAAT2002 study was presented at The Liver Meeting 2021. AROAAT2002 is an open label, multi-
dose, Phase 2 trial in approximately 16 patients with alpha-1 antitrypsin deficiency (AATD). The following 
image gives an overview of the trial and the data presented was through the August 31, 2021 cutoff.  
 

 
 

https://ir.arrowheadpharma.com/news-releases/news-release-details/arrowhead-presents-additional-clinical-data-investigational-0
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ARO-AAT decreased intra-hepatic mutant AAT protein (Z-AAT) polymer by 72-100%. This decrease in Z-
AAT was accompanied by decreases in liver fibrosis, as shown in the following table. A total of 6/14 
patients experienced a ≥1-point improvement in METAVIR fibrosis stage from baseline to week 24 or 48. 
Another six patients had no change in fibrosis from baseline to week 24 or 48. Two patients had an 
increase from F2 at baseline to F3 at week 48. However, both of those patients had substantial 
reductions in PAS+D globule burden along with reduced ALT and GGT. 
 

 
 
Treatment with ARO-AAT also improved multiple liver health biomarkers. The following graphs show that 
there was a mean reduction from baseline of 42%-56% for ALT and from 33%-54% for GGT at week 28 
and week 72. Each group showed normalized (below the upper limit of normal [ULN]) ALT and GGT 
following treatment.  
 

 
 
There were no treatment emergent AEs related to a change in pulmonary status or pulmonary function 
reported. In addition, there were no meaningful changes in ppFEV1 from baseline (mean 85%) to Week 
40 (mean 81%) or Week 72 (mean 84%).  
 
These data point to ARO-AAT having a clear, positive impact on AATD and that reducing Z-AAT can lead 
to improvements in liver fibrosis.  
 
Financial Update 
 
On November 22, 2021, Arrowhead announced financial results for fiscal year 2021 that ended 
September 30, 2021. The company reported revenue of approximately $138.3 million for fiscal year 2021 
compared to approximately $88.0 million for fiscal year 2020. This revenue consists of the recognition of 
$90.8 million associated with the Takeda License Agreement, $20.2 million related to the agreement with 
Janssen, $6.7 million associated with the Horizon Licensing Agreement, and $20.0 million in option and 
milestone payments from Janssen.  
 

https://ir.arrowheadpharma.com/news-releases/news-release-details/arrowhead-pharmaceuticals-reports-fiscal-2021-year-end-results
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R&D expenses for the year ending September 30, 2021 were approximately $206.3 million compared to 
$128.9 million for the year ending September 30, 2020. The increase was primarily due to increased 
salaries, facilities-related expenses, the progression of pipeline candidates into and through clinical trials, 
R&D discovery expenses, and non-cash stock-based compensation. G&A expenses for fiscal year 2021 
were $81.0 million compared to $52.3 million for fiscal year 2020. The increase was primarily due to 
increased salaries, professional services, and non-cash, stock-based compensation.  
 
Arrowhead exited fiscal year 2021 with approximately $613.4 million in cash, cash equivalents, and 
investments. As of November 15, 2021, Arrowhead had approximately 104.5 million shares outstanding 
and, when factoring in stock options and restricted stock units, a fully diluted share count of 
approximately 111.8 million.  
 
Conclusion 
 
The good news continues for Arrowhead with the recent announcement of the collaboration with GSK 
and the multiple recent data presentations for ARO-HSD, ARO-APOC3, and ARO-AAT. While the liver-
focused programs are proceeding nicely, it is encouraging to see the company expand the pipeline into 
diseases outside the liver and we anticipate two CTAs for pulmonary indications in 2022. With no 
changes to our model, our valuation remains at $100.   
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       PROJECTED FINANCIALS 

 
 
 

Arrowhead Pharmaceuticals, Inc. 
FY2021 A Q1FY22 E Q2FY22 E Q3FY22 E Q4FY22 E FY2022 E FY2023 E FY2024 E 

Revenue  $138.29  $150.00  $70.00  $45.00  $40.00  $305.00  $200.00  $250.00  

YOY Growth 187.2% 357.2% 52.5% 17.5% -71.1% 614.3% 362.0% 48.1% 

Total Revenues $138.3  $150.0  $70.0  $45.0  $40.0  $305.0  $200.0  $250.0  

YOY Growth 187.2% 357.2% 52.5% 17.5% -71.1% 614.3% 362.0% 48.1% 

Cost of Revenue $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

Gross Income $138.3 $150.0 $70.0 $45.0 $40.0 $305.0 $200.0 $250.0 

Gross Margin 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

R&D $206.3 $50.0 $52.0 $55.0 $56.0 $213.0 $250.0 $275.0 

% R&D 149.2% 33.3% 74.3% 122.2% 140.0% 69.8% 125.0% 110.0% 

Salary and G&A $81.0 $18.0 $20.0 $22.0 $24.0 $84.0 $90.0 $95.0 

% SG&A 58.6% 12.0% 28.6% 48.9% 60.0% 27.5% 45.0% 38.0% 

Other expenses $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

% Other 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Operating Income ($149.0) $82.0  ($2.0) ($32.0) ($40.0) $8.0  ($140.0) ($120.0) 

Operating Margin -107.8% - - - - 2.6% -70.0% -48.0% 

Other Income (Net) $8.2  $1.5  $1.5  $1.5  $1.5  $6.0  $6.0  $6.0  

Pre-Tax Income ($140.8) $83.5  ($0.5) ($30.5) ($38.5) $14.0  ($134.0) ($114.0) 

Net Taxes (benefit)  $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 

Reported Net Income ($140.8) $83.5  ($0.5) ($30.5) ($38.5) $14.0  ($134.0) ($114.0) 

YOY Growth - - - - - - - - 

Net Margin -101.9% - - - - 4.6% -67.0% -45.6% 

Reported EPS ($1.36) $0.80  ($0.00) ($0.29) ($0.37) $0.13  ($1.26) ($1.06) 

YOY Growth - - - - - - - - 

Basic Shares Outstanding 103.7 104.5 104.7 104.9 105.0 104.8 106.0 108.0 

Source: Zacks Investment Research, Inc.          David Bautz, PhD 
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     HISTORICAL STOCK PRICE 
 
 
 

 
Source: Zacks SCR 
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      DISCLOSURES 

 
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, David Bautz, PhD, 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, from an investment manager, 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. 
 

CANADIAN COVERAGE  

This research report is a product of Zacks SCR and prepared by a research analyst who is employed by or is a consultant to Zacks SCR. The 
research analyst preparing the research report is resident outside of Canada, and is not an associated person of any Canadian registered 
adviser and/or dealer. Therefore, the analyst is not subject to supervision by a Canadian registered adviser and/or dealer, and is not required to 
satisfy the regulatory licensing requirements of any Canadian provincial securities regulators, the Investment Industry Regulatory Organization of 
Canada and is not required to otherwise comply with Canadian rules or regulations. 

 


