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Alnylam Pharmaceuticals

R&D Day Highlights Impressive Pipeline Progress;
Raising PT to $55

Yesterday, we attended Alnylam’s R&D day, where the 5X15 program was
reviewed in detail. Overall, we are very encouraged with the progress with the
5X15 program, particularly the lead ATTR program (see details below).
Indeed, in conjunction with the R&D day, Alnylam announced positive data
from the phase 1 healthy volunteer study of ALN-TTRsc, which showed
>80% TTR knockdown (p<0.01). Given that TTR knockdown is predictive of
clinical benefit in ATTR, we are now including ALN-TTRsc in our model
(WW peak opportunity could exceed $2B). Looking forward, there will be
plenty of data flow and progress with the 5X15 programs over the next 12-24
months. As such, we are reiterating our Overweight rating on ALNY shares.
We are establishing a Dec 2014 price target of $55 (prior Dec 2013 price
target of $28).

e TTRO2 in ATTR Familial Amyloidotic Polyneuropathy (FAP): Alnylam
reviewed known data related to TTR02, including recently presented multi-
dose data, which showed sustained ~80-90% TTR knockdown over 2 doses
(regardless of wild-type vs. mutant form of the disease) with a dose
response. Final phase 2 results will be presented at the FAP Symposium
(11/10-11-13; Brazil). Importantly, a phase 3 study is on track to start by
YE13 (no change to timelines). Interestingly, the company noted that the
final study duration is still being discussed with regulators but is likely to be
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o ALN-TTRsc in ATTR Familiar Amyloidotic Cardiomyopathy (FAC):
Earlier today, Alnylam announced phase 1 results that showed a statistically
significant knockdown in TTR with ALN-TTRsc in healthy volunteers, with
>80% knockdown (p<0.01). There were no major safety concerns. Full
results will be presented at the Heart Failure Society meeting (9/22-9/25;
Orlando). A phase 2 trial is expected to start by YE13, with a pivotal trial in
2014 (no change in timelines). Dr. Hawkins highlighted that FAC patients
suffer from progressive heart failure, which can lead to death in <5
years. Additionally, FAC treatment is largely limited to supportive care.
Alnylam Pharmaceuticals (ALNY;ALNY US)
FYE Dec 2011A 2012A 2013E 2014E 2014E 2015E 2015E Company Data
(Prev)  (Cum)  (Prev)  (Curm) Price (3) 4353
EPS Reported ($) Date Of Price 11 Jul 13
Q1 (Mar) (0.38) (0.25) (0.15)A - - - - 52-week Range ($) 44.65-11.78
Q2 (Jun) (0.33) (0.25) (0.31) - - - - Market Cap ($ mn) 2,575.51
Q3 (Sep) (0.31) (0.38) (0.32) - - - - Fiscal Year End Dec
Q4 (Dec) (0.33) (1.20) (0.32) - - - - Shares O/S (mn) 59
FY (1.36)  (211)  (1.11)  (1.72)  (1.79) (1.84) (1.98) Price Target ($) 55.00
Source: Company data, Bloomberg, J.P. Morgan estimates. Price Target End Date 31-Dec-14
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o ALN-AT3 for hemophilia: Alnylam reviewed preclinical data and outlined
the clinical development plans for ALN-AT3. After single- and multi-dose
trials (similar to the ATTR program; phase 1 trial to start by YE13—no change
in timelines), pivotal trials could be run in severe hemophilia A patients,
hemophilia A/B inhibitor patients, and patients with rare bleeding disorders.
ALN-AT3 is not currently included in our model. Interestingly, Dr. Craig
Kessler (Georgetown) noted that while there are additional therapies coming
into the market in the near future, there will still be an unmet need in
hemophilia (for example, in patients that develop inhibitors, ~35% patients;
associated with increased costs, as well as risks of complications and death).

e ALN-ASI1 in Acute Intermittent Porphyria (AIP): Alnylam noted that a lead
drug candidate would be selected by YE13 with an IND planned for 2014 (no
change in timelines). A phase 1 study will assess ALN-AS1 in “high excretor”
AIP patients (~n=20 patients), and a phase 2/3 study will be run in AIP patients
with recurrent attacks, with the goal of reducing frequency and severity of
attacks. Dr. Robert Desnick (Mount Sinai) highlighted a major unmet need in
AIP, with the need for overall better therapies with a more suitable safety
profile, faster onset of action, and one that is effective for prophylaxis.
Interestingly, our sense is that the Porphyrias Consortium (top 6 key opinion
leaders in the space) should help with recruitment in early studies of ALN-
ASL1.

o Additional 5X15 programs: ALN-PSC (hypercholesterolemia)—Alnylam
highlighted pre-clinical data showing PSCK9 knockdown and LDL-C lowering
with a subcutaneous formulation. ALN-CC5 (complement mediated
diseases)—A development candidate will be selected by late 2013 (no change
in timelines).

o Adding ALN-TTRsc to our model: We use a prevalence estimate of ~40K for
the FAC population subset and conservatively assume orphan pricing of
~$150K. Our baseline assumption is a late 2016 launch, and we estimate peak
WW sales could exceed $2 billion (estimate ~$25 in share value).

o Adjusting estimates: We have taken up R&D a bit in the out-years given
progress with the 5X15 programs. Additionally, as mentioned before, we now
include ALN-TTRsc, though there is no revenue impact until 2016 with a more
meaningful contribution in 2017. Based on these and other minor changes, our
2014-2015 GAAP EPS estimates change to -$1.79 and -$1.98, respectively,
from -$1.72 and -$1.84.

o Reiterate Overweight rating. We are establishing a Dec 2014 price target of
$55 versus a Dec 2013 price target of $28 previously.
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Changes to Our Model

We have taken up R&D a bit in the out-years given progress with the 5X15
programs. Additionally, as mentioned before, we now include ALN-TTRsc, though
there is no revenue impact until 2016. Based on these and other minor changes, our
2014-2015 GAAP EPS estimates change to -$1.79 and -$1.98, respectively, from
-$1.72 and -1.84.

Table 1: Changes to Our Model - ALNY

2013E 2013E 2014E 2014E 2015E 2015E

oLD NEW oLD NEW oLD NEW
Total Revenue 45.6 45.6 35.0 35.0 447 40.9
R&D 89.6 89.6 98.6 103.1 106.5 113.4
SG&A 258 258 46.5 46.5 58.1 58.1
Total Op Ex 115.4 115.4 145.1 149.5 169.9 176.4
Net income -67.8 -67.8 -109.1 -113.5 -123.3 -133.5
GAAP EPS ($) 1.1 1.1 -1.72 -1.79 -1.84 -1.98
Shares 61.3 61.3 63.5 63.5 67.0 67.0

Source: J.P. Morgan estimates.

Investment Thesis

Alnylam is an early stage biotech company that focuses on development of
therapeutics based on RNA interference (RNA1i). The core strategy for the company
is called the “Alnylam 5X15,” program. The lead program, ALN-ATTR, has been
de-risked in both the FAP (TTR02) and FAC (ALN-TTRsc) subset populations. We
estimate a peak market potential of ~$3B for the ATTR program. Additionally, other
pre-clinical programs have strong scientific rationale and should be entering the
clinical in the next 6-18 months. Overall, we view the company’s technology
platform as de-risked.

Valuation

We are establishing a December 2014 price target of $55 (prior December 2013 price
target of $28). Our December 2013 PT of $55 is based on an SOTP analysis of WW
TTRO2 sales in FAP, ALN-TTRsc in FAC, net cash, and attributed value for the
company’s technology platform. We assume an 8% discount rate and a 70% and 55%
probability of success for TTR02 and ALN-TTRsc, respectively. Taken together, the
value of TTRO2 (~$15/share), ALN-TTRsc (~$25/share), net cash (~$5/share), and
technology value ($10/value) results in our $55/share December 2014 target price.

Risks to Rating and Price Target

Risks to our Overweight rating and price target include: (1) Clinical trials are
difficult to predict, especially in orphan disorders where trial design is disease
specific. Lead program ALN-ATTR, fails to demonstrate encouraging results in
clinical trials. Outside of ALN-ATTR and ALN-PSC, most other programs in the
“Alnylam 5X15" are preclinical and have not been de-risked with early-stage clinical
results. (2) Even if Alnylam is able to get positive results for its therapeutics, there is
no guarantee that regulators will approve a drug. (3) Commercial risk / pricing and
reimbursement.




Geoff Meacham
(1-212) 622-6531

geoffrey.c.meacham@)jpmorgan.com

Alnylam Pharmaceuticals: Summary of Financials

North America Equity Research

11 July 2013

J.PMorgan

Income Statement - Annual FY12A FY13E FY14E FY15E Income Statement - Quarterly 1Q13A 2Q13E 3Q13E  4Q13E
Revenues 67 46 35 42 Revenues 19A 9 9 9
Cost of products sold 0 0 0 (5) Cost of products sold 0A 0 0 0
Gross profit 67 46 35 37 Gross profit 19A 9 9 9
SG&A (45)  (26)  (46)  (58) SG&A (6)A (6) ) )
R&D (87)  (90) (103) (113) R&D (22)A (22) (23) (23)
Operating income (129) (70)  (115)  (135) Operating income (10)A (20) (20) (20)
EBITDA (129)  (70) (115) (135) EBITDA (10)A (20) (20) (20)
Net interest (income) / expense 1 1 1 2 Netinterest (income) / expense 0A 0 0 0
Other income / (expense) - - - - Other income / (expense) - - - -
Income taxes 1 1 0 0 Income taxes 1A 0 0 0
Net income - GAAP (106)  (68) (114) (133) Netincome - GAAP (9A (19) (20) (20)
Net income - recurring (106) (68) (114)  (133) Netincome - recurring (9A (19) (20) (20)
Diluted shares outstanding 50 61 63 67 Diluted shares outstanding 59A 62 62 62
EPS - excluding non-recurring (211) (1.11) (1.79) (1.98) EPS - excluding non-recurring (0.15A (0.31) (0.32) (0.32)
EPS - recurring (211) (1.11) (1.79) (1.98) EPS - recurring (0.15A (0.31) (0.32) (0.32)
Balance Sheet and Cash Flow Data FY12A FY13E FY14E FY15E Ratio Analysis FY12A FY13E  FY14E  FY15E
Cash and cash equivalents 43 6 23 34 Sales growth (19.4%) (31.6%) (23.3%) 18.6%
Accounts receivable 1 1 1 1 EBIT growth 136.2% (46.1%) 64.1% 17.8%
Inventories - - - - EPS growth - recurring 55.8% (47.6%) 61.6% 11.0%
Other current assets 4 4 4 4
Current assets 105 37 55 66 Gross margin 100.0% 100.0%  100.0% 88.0%
PP&E 14 14 13 13 EBIT margin (194.2%)  (152.9%) (327.2%) (324.9%)
Total assets 119 51 68 79 EBITDA margin (194.2%)  (152.9%) (327.2%) (324.9%)

Tax rate (9.1%) (0.8%) 0.0% 0.0%
Total debt Net margin (159.1%)  (148.6%) (324.4%) (320.1%)
Total liabilities 81 81 81 81
Shareholders' equity 38 (300 (13) (2) NetDebt/EBITDA

Net Debt / Capital (book)
Net income (including charges) (106) (68) (114) (133)
D&A 5 5 6 6 Return on assets (ROA) (52.9%) (79.5%) (190.5%) (181.2%)
Change in working capital 0 0 0 0 Return on equity (ROE) (135.8%) (1582.5%) 530.8% 1737.2%
Other 0 0 0 0
Cash flow from operations (101) (62)  (108) (127) Enterprise value / sales 327 48.6 62.9 52.8

Enterprise value / EBITDA NM NM NM NM
Capex (5) 5 (5) (5) Free cash flow yield (4.8%) (2.5%) (4.1%) (4.5%)

Free cash flow

Cash flow from investing activities
Cash flow from financing activities
Dividends

Dividend yield

Source: Company reports and J.P. Morgan estimates.
Note: § in millions (except per-share data).Fiscal year ends Dec
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research
analysts are primarily responsible for this report, the research analyst denoted by an “AC” on the cover or within the document
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the research analyst(s) in this report.

Important Disclosures

® Market Maker: JPMS makes a market in the stock of Alnylam Pharmaceuticals.

® Lead or Co-manager: J.P. Morgan acted as lead or co-manager in a public offering of equity and/or debt securities for Alnylam
Pharmaceuticals within the past 12 months.

® (lient: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: Alnylam Pharmaceuticals.

® (lient/Investment Banking: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as investment
banking clients: Alnylam Pharmaceuticals.

® Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following
company(ies) as clients, and the services provided were non-investment-banking, securities-related: Alnylam Pharmaceuticals.

® Investment Banking (past 12 months): J.P. Morgan received in the past 12 months compensation from investment banking Alnylam
Pharmaceuticals.

® Investment Banking (next 3 months): J.P. Morgan expects to receive, or intends to seek, compensation for investment banking
services in the next three months from Alnylam Pharmaceuticals.

® Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for products or services
other than investment banking from Alnylam Pharmaceuticals.

Company-Specific Disclosures: Important disclosures, including price charts, are available for compendium reports and all J.P. Morgan—
covered companies by visiting https://mm.jpmorgan.com/disclosures/company, calling 1-800-477-0406, or e-mailing
research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative Research teams may
screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-0406 or e-mail
research.disclosure.inquiries(@jpmorgan.com.

Alnylam Pharmaceuticals (ALNY, ALNY US) Price Chart
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The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire

period.

J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated
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Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research
website, www.jpmorganmarkets.com.

Coverage Universe: Meacham, Geoffrey: AMAG Pharmaceuticals (AMAG), AVEO Oncology (AVEO), Acorda Therapeutics Inc.
(ACOR), Alexion Pharmaceuticals (ALXN), Alnylam Pharmaceuticals (ALNY), Amgen Inc (AMGN), Biogen Idec (BIIB), Celgene
(CELG), ChemoCentryx, Inc. (CCXI), Dynavax (DVAX), Enanta Pharmaceuticals (ENTA), Gilead Sciences (GILD), Idenix
Pharmaceuticals (IDIX), InterMune (ITMN), Ironwood Pharmaceuticals (IRWD), Medivation (MDVN), Merrimack Pharmaceuticals
(MACK), PDL BioPharma (PDLI), Regeneron Pharmaceuticals (REGN), Synageva BioPharma (GEVA), United Therapeutics (UTHR),
Vertex Pharmaceuticals (VRTX), ViroPharma Incorporated (VPHM)

J.P. Morgan Equity Research Ratings Distribution, as of June 28, 2013

Overweight Neutral Underweight
(buy) (hold) (sell)
J.P. Morgan Global Equity Research Coverage 44% 44% 12%
IB clients* 56% 50% 40%
JPMS Equity Research Coverage 42% 50% 8%
IB clients* 76% 66% 55%

*Percentage of investment banking clients in each rating category.

For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Other Disclosures

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing
name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options,
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf

Legal Entities Disclosures

U.S.: JPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC and is authorized and regulated in the
UK by the Financial Services Authority. U.K.: J.P. Morgan Securities plc (JPMS plc) is a member of the London Stock Exchange and is authorized and
regulated by the Financial Services Authority. Registered in England & Wales No. 2711006. Registered Office 25 Bank Street, London, E14 SJP. South
Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johannesburg Securities Exchange and is regulated by the Financial
Services Board. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong Monetary Authority and
the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, Seoul Branch, is regulated by the Korea Financial
Supervisory Service. Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS Licence No: 238188) is regulated by ASIC and J.P.
Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by ASIC and is a Market, Clearing and
Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange
(company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited, having its registered office at J.P.
Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz East, Mumbai - 400098, is a member of the National Stock Exchange of India Limited (SEBI
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Securities Japan Co., Ltd. is regulated by the Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by
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