
 

  PAGE | 1  

Information Classification: Limited Access 

AQUINOX PHARMACEUTICALS INC. 
WAITING FOR THE PULLBACK  
August 11, 2015 

 

RATING: 

HOLD 
 

SUITE 450, 887 GREAT 

NORTHERN WAY 
VANCOUVER, BC V5T 4T5 

CANADA 
WWW.AQXPHARMA.COM 

ANALYST BRIEF:  
   
Summary 

Aquinox Pharmaceuticals, Inc., formerly Aquinox Pharmaceuticals (USA) Inc., incorporated on May 25, 

2007, is a clinical stage pharmaceutical company discovering and developing targeted therapeutics in 
disease areas of inflammation and immuno-oncology. Aquinox Pharmaceuticals (Canada) Inc. is a wholly 

owned subsidiary of the Company. The primary focus of the Company is anti-inflammatory product 

candidates targeting SHIP1, which is a regulator of a cellular signaling pathway in immune cells, known as 
the PI3K pathway. Its lead product candidate, AQX-1125, is a small molecule activator of SHIP1 suitable 

for oral, once daily dosing. The Company operates in Vancouver, British Columbia, Canada. 

The Company has completed multiple preclinical studies and clinical trials with AQX-1125, it is advancing 

through Phase II development in several initial indications. The Company is investigating AQX-1125 in three 
Phase II clinical trials, one in Chronic Obstructive Pulmonary Disease (COPD), one in Bladder Pain 

Syndrome/Interstitial Cystitis (BPS/IC) and one in Atopic Dermatitis (AD). COPD, BPS/IC and severe forms 

of AD are debilitating chronic inflammatory diseases. 

Aquinox Pharmaceuticals Inc. has a current market capitalization of $111.78 M with 10.72 M outstanding 

shares. Its daily volume traded on July 29th was approximately 2.27 million shares. 

 

Key Indicators (Annual)     Performance (6 months) 

 

Recent News 

Aquinox has experienced a massive gain in the past two trading days, gaining from Thursday’s close of 

$1.79 per share to a whopping high of $55.75 on Monday before settling at $18.88, or up 81%. The 

massive volume and share price appreciation can be attributed to two factors; the company announced 

Q2 financials on Thursday after market close, reporting an EPS of $(0.44) as opposed to analyst estimate 

of $(0.49). This earnings beat was just a small portion of the reason for such immense gains over the 

past several days. The more important factor that drove share price to such high levels was the 

announcement of positive mid – trial results for AQX-1125, the company’s only clinical-stage drug 

candidate, for bladder pain syndrome/interstitial cystitis. The stock had been trading in low single digits 

Shares Outstanding 10.72 M 

Revenue  Nil 

Gross Profit Nil 

Net Loss  -24.03 M 

Cash and Short-term Inv 6.56 M 

Total Debt Nil 
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since July 10, when the drug had failed a trial of chronic obstructive pulmonary disease. The combination 

of this positive news coming from the company, along with the low float of the stock lead to this massive 

gain mostly driven by institutional investors. Baker Brothers Investments revealed it had increased its 

holding in the company to 40%. Drug makers Pfizer Inc. and Johnson & Johnson have also invested in 

Aquinox.  

The question that now remains for the company is whether the gains in the share price are sustainable 

and whether more news is on its way. Is this a steady tailwind or a short- lasting hurricane? Considering 

the company has just two drugs in its pipeline, success is strongly dependent on the success of these two 

drugs. Though institutional investors and large drug makers alike believe the company will be successful 

based on their recent investment in the Aquinox, it is believed that this is a risky endeavor. Though it is 

believed that in the next several trading days, the share price will settle and move lower to a more 

sustainable level, the future for Aquinox appears favorable. 

Pros 

 The company was able to beat earnings estimates which are a huge positive for a non-revenue 

generating company. It essentially says the company has been able to reduce costs and manage 

its finance effectively.  

 

 Positive mid – trial results that caused a 2000% jump in share price appear to be only a small 

taste of what’s to come for Aquinox. One can only imagine the response from the market once 

the drug passes trials and begins FDA approval. 

 

Cons  

 Although positive results from the current trial shook the market for Aquinox, the issue is that 

this is one of two drugs the company has in its pipeline. Should anything go wrong, the 
depreciation could be much steeper than the increase that was recently observed. 

 

 Pipeline is very important for pharmaceutical companies. Aquinox does not have much of a 
pipeline and this poses immense risk for an investor. 
 

Verdict 

Timing this event was impossible but it does give one a taste of what can happen in the Biotech space 
and how much of an effect positive news can have on the share price. Aquinox has attracted investor 

attention and will certainly be news driven for some time into the future. In the short term, it is expected 

that the share price will pull back to a more sustainable level before the next news event. Should this 
event be positive in any way, the share price will certainly reflect it. The stock of Aquinox is 

recommended as a ‘Hold’ for the short term to wait out the upcoming pullback. 
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Sources: 

1. http://www.reuters.com/finance/stocks/companyProfile?rpc=66&symbol=AQXP.O 
2. https://www.google.ca/finance?q=AQXP&ei=kznJVfGoAoHFe-jFq6AD 
3. https://ca.finance.yahoo.com/q?s=AQXP&ql=1 
4. http://stockcharts.com/h-sc/ui?s=AQXP&p=D&b=5&g=0&id=p08635171803 
5. http://aqxpharma.com/content/pipeline 
6. http://www.bloomberg.com/news/articles/2015-08-10/aquinox-soars-as-company-moves-ahead-with-pain-and-

eczema-drug?cmpid=yhoo 
 

Risk Factors  

  

An investment in the common stock of the company is subject to a number of risks.  The 

information below contains latest filings and risk factors that should be considered by all investors.   

Investors should carefully consider the risk factors set out below and consider all other information 

contained herein, and in the company’s SEC filings, before making an investment decision.  We 

assume no obligation to update or revise any such forward looking statements to reflect events or 

circumstances that occur after such statements are made.  A complete list of filings including the 

risk factors for the company can be found here: http://www.sec.gov/cgi-bin/browse-

edgar?CIK=prgn&Find=Search&owner=exclude&action=getcompany 

Our Rating System  

We rate enrolled companies based on the appreciation potential we believe their shares 
represent, and the “riskiness” we perceive in our ratings.  The business results of those 
companies “NOT RATED” are often highly dependent on some future event, such as FDA 
drug approval or the option of a new key technology.  

 Explanation of Ratings   

      

OVERWEIGHT/BUY  
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country 
Index average total return of the analyst's industry (or industry team's) coverage universe, on a risk-adjusted 
basis over the next 12-18 months.  

EQUAL WEIGHT/HOLD  
Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant 
country  Index or the average total return of the analyst's industry (or industry team's) coverage universe, on 
a risk-adjusted basis over the next 12-18 months.  

NOT RATED  Not-Rated (NR) - Currently the analyst does not have adequate conviction about the stock's total return  
relative to the relevant country Index or the average total return of the analyst's industry (or industry 

team's) coverage universe, on a risk-adjusted basis, over the next 12-18 months.  

UNDERWEIGHT/SELL  Underweight (U or Under) - The stock's total return is expected to be below the total return of the 

relevant country's equity indices and/or the total return of the analyst's industry (or industry team's) 

coverage universe, on a risk-adjusted basis, over the next 12-18 months.  

http://www.reuters.com/finance/stocks/companyProfile?rpc=66&symbol=AQXP.O
https://www.google.ca/finance?q=AQXP&ei=kznJVfGoAoHFe-jFq6AD
https://ca.finance.yahoo.com/q?s=AQXP&ql=1
http://stockcharts.com/h-sc/ui?s=AQXP&p=D&b=5&g=0&id=p08635171803
http://aqxpharma.com/content/pipeline
http://www.bloomberg.com/news/articles/2015-08-10/aquinox-soars-as-company-moves-ahead-with-pain-and-eczema-drug?cmpid=yhoo
http://www.bloomberg.com/news/articles/2015-08-10/aquinox-soars-as-company-moves-ahead-with-pain-and-eczema-drug?cmpid=yhoo
http://www.sec.gov/cgi-bin/browse-edgar?CIK=prgn&Find=Search&owner=exclude&action=getcompany
http://www.sec.gov/cgi-bin/browse-edgar?CIK=prgn&Find=Search&owner=exclude&action=getcompany
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Disclosure: I, Robert Borowski, research analyst have no positions in any stocks mentioned, and no 

plans to initiate any positions within the next 72 hours. I wrote this article myself, and it expresses 

my own opinions and I have no business relationship with any company whose stock is mentioned 

in the article.   

The information contained herein is not intended to be investment advice and does not constitute 

any form of invitation or inducement by Robert Borowski to engage in investment activity. Neither 

the information nor any opinion expressed constitutes a solicitation for the purchase or sale of any 

security. Securities, financial instruments, strategies, or commentary mentioned herein may not be 

suitable for all investors and this material is not intended for any specific investor and does not 

take into account an investor’s particular investment objectives, financial situations or needs. Any 

opinions expressed herein are given in good faith, are subject to change without notice, and are 

only current as of the stated date of their issue. Prices, values, or income from any securities or 

investments mentioned in this report may fluctuate, and an investor may, upon selling an 

investment lose a portion of, or the entire principal amount invested. Past performance is no 

guarantee of future results. Before acting on any recommendation in this material, you should 

consider whether it is suitable for your particular circumstances and, if necessary, seek 

professional advice.  

FORWARD-LOOKING STATEMENT  

This report may contain certain forward-looking statements and information, as defined within the 

meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange 

Act of 1934, and is subject to the Safe Harbor created by those sections. This material contains 

statements about expected future events and/or financial results that are forward-looking in 

nature and subject to risks and uncertainties. Such forward- looking statements by definition 

involve risks, uncertainties and other factors, which may cause the actual results, performance or 

achievements of mentioned company to be materially different from the statements made herein.    

COMPLIANCE PROCEDURE    

Content is researched, written and reviewed on a best-effort basis. This document, article or report 

is written and authored by Robert Borowski. An outsourced research services provider represented 

by Robert Borowski, provided Broad Street Alerts this article or report. However, we are only 

human and may make mistakes. If you notice any errors or omissions, please notify us below. 

Broad Street Alerts is not entitled to veto, interfere or alter the articles, documents or report once 

created and reviewed by the outsourced research provider represented by Robert Borowski. All 

parties responsible for the creation and dissemination of this report do not engage in high 

frequency trading.   
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NO WARRANTY OR LIABILITY ASSUMED    

AQXP or any other party has not compensated Broad Street Alerts for the creation or dissemination 

of this report. Broad Street Alerts is not responsible for any error, mistake or shortcoming which 

may be occasioned at the time of printing of this document. Broad Street Alerts does not hold any 

positions in AQXP. No liability is accepted by Broad Street Alerts whatsoever for any direct, indirect 

or consequential loss arising from the use of this document. Broad Street Alerts expressly disclaim 

any fiduciary responsibility or liability for any consequences, financial or otherwise arising from any 

reliance placed on the information in this document. Broad Street Alerts does not guarantee the 

accuracy, timeliness, completeness or correct sequencing of the information, or warrant any results 

from use of the information. The included information is subject to change without notice.    

Broad Street Alerts is the party responsible for hosting the full analyst report. Broad Street Alerts 

has compensated Robert Borowski seventy five dollars for the right to disseminate this report. 

Information in this report is fact checked and produced on a best efforts basis by Robert 

Borowski.    

  

  

 

 


