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Key Metrics

OCRX - NASDAQ $2.10

Pricing Date Dec 7 2016

Price Target $8.00

52-Week Range $3.93 - $1.76

Shares Outstanding (mm) 21.9

Market Capitalization (mm) $46.0

3-Mo Average Daily Volume 242,262

Book Value/Share $1.00

Price/Book 2.1x

EPS FY: December
Prior Curr. Prior Curr.

2015A 2016E 2016E 2017E 2017E

1Q-Mar (0.34) -- (0.36)A -- (0.39)E

2Q-Jun (0.31) -- (0.33)A -- (0.41)E

3Q-Sep (0.33) -- (0.32)A -- (0.39)E

4Q-Dec (0.34) -- (0.32)E -- (0.40)E

FY (1.32) -- (1.33)E -- (1.59)E

P/E NM NM NM

REVENUE
Prior Curr. Prior Curr.

2015A 2016E 2016E 2017E 2017E

1Q-Mar 0.0 -- 0.0A -- 0.0E

2Q-Jun 0.0 -- 0.0A -- 0.0E

3Q-Sep 0.0 -- 0.0A -- 0.0E

4Q-Dec 0.0 -- 0.0E -- 0.0E

FY 0.1 -- 0.1E -- 0.1E

Company Description:
Ocera is a clinical stage biopharmaceutical company focused on
developing treatments for acute and chronic orphan liver diseases. its
drug candidate, OCR-002, that targets Hepatic Encephalopathy (HE)
patients in acute care.

Ocera Therapeutics, Inc.
Rating: Buy
STOP-HE Enrollment Complete - On Schedule for
read-out in 1Q 2017. Reiterate BUY and $8 PT

Investment Highlights:
■ Global STOP-HE Trial Reaches Full Enrollment. Earlier yesterday, Ocera

Therapeutics announced the completion of enrollment in its STOP-HE Phase
IIb study - An efficacy, safety, and tolerability trial evaluating OCR-002 for the
treatment of Hepatic Encephalopathy (HE). The announcement is in line with the
most recent timeline presented by the company, with top-line data still expected
in 1Q17. If positive, STOP-HE keeps OCR-002 on track to potentially becoming
a therapy of choice for the treatment of patients hospitalized from HE. We believe
the expected 1Q17 readout of STOP-HE could be a share inflection point.

■ Trial design for STOP-HE Phase IIb. Designed as a randomized, double-
blind, placebo-controlled trial, STOP-HE has enrolled ~230 patients with the
goal of evaluating the efficacy, safety, and pharmacokinetics of intravenously-
administered OCR-002. Patients hospitalized with HE were administered either
OCR-002 (Ornithine Phenylacetate) or placebo intravenously for five days. In the
active arm, patients were dosed with 10, 15, or 20 grams over 24 hours based on
their degree of liver impairment as a means to normalize drug exposure. The trial's
Primary Endpoint is time to meaningful clinical improvement in HE symptoms
measured using a 2-sided log-rank test (0.05 confidence level) of equality of time
to event curves, powered at 80%.

■ A unique product in an under-served Hepatic Encephalopathy (HE) market.
OCR-002 is an acute treatment that targets significant unmet medical needs in HE.
There are currently two competing products in the market, including Lactulose
and Rifaximin, and other drugs in development. Lactulose and Rifaximin
currently serve as first and second-line therapies, respectively, of which Lactulose
has the largest market share, but we believe that OCR-002 is unique for a few
reasons: 1) A unique mechanism of action (MOA) as an ammonia scavenger
with dual mode of action. 2) It utilizes IV infusion to meet acute needs. 3) It has
potential to shorten hospital stays. If the ongoing Phase IIb study is successful,
based on our estimates, OCR-002 can potentially reach ~107K HE patients
who require hospitalization. Assuming Ocera achieves 22% market share, peak
revenues are estimated in the $150 mil range. Though we leave out the oral
formulation of OCR-002 from our analysis for now, it should provide a larger
share of the HE market that Ocera can potentially tap into in the mid- long term.

■ Valuation. We used DCF to determine our target price. Given significant unmet
medical needs in the HE market, OCR-002 is one of the few candidates in Phase
IIb development with favorable odds of success. We assume a 40% success
rate in calculating the DCF. We further assume a 6% discount rate on top of
our conservative revenue forecast. It leaves out potential revenues from the oral
formulation of OCR-002, which takes up a larger portion of the HE market,
and only includes the acute HE market. Terminal value is 6x of estimated 2025
EBITDA of $105 million. Based on our inputs, we arrive at a final TP of $8.

■ Risks. Other than typical R&D, regulatory, manufacturing, and
commercialization risks associated with investing in companies in the
pharmaceutical industry, investing in Ocera Therapeutics carries several firm-
specific risks including reliance on the success of OCR-002, liquidity of the
company and the fact that the company could be subject to binary events (high
volatility).
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Required Disclosures

Price Target

$8

Valuation Methodology

We used DCF to determine our target price. Given significant unmet medical needs in the HE market, OCR-002 is one of the few
candidates in Phase IIb development with favorable odds of success. We assume a 40% success rate in calculating the DCF. We further
assume a 6% discount rate on top of our conservative revenue forecast. It leaves out potential revenues from the oral formulation of
OCR-002, which takes up a larger portion of the HE market, and we only include the acute HE market. Terminal value is 6x of estimated
2025 EBITDA of $105 million. Based on our inputs, we arrive at a final PT of $8.

Risk Factors

Other than typical R&D, regulatory, manufacturing, and commercialization risks associated with investing in companies in the
pharmaceutical industry, investing in Ocera Therapeutics carries several firm-specific risks including reliance on the success of OCR-002,
liquidity of the company and the fact that the company could be subject to binary events (high volatility).

For important disclosures go to www.aegiscap.com.

I, Difei Yang, Ph.D., hereby certify that the views expressed in this research report accurately reflect my personal views about the subject
companies and their securities. I also certify that I have not been, do not, and will not be receiving direct or indirect compensation in
exchange for expressing the specific recommendations in this report.

Research analyst compensation is not dependent upon investment banking revenues received by Aegis Capital Corp.

Aegis Capital Corp. intends to seek or expects to receive compensation for investment banking services from the subject company within
the next three months.

The firm nor the Research Analyst have any material conflict of interest in which the Research Analyst has a reason to know or knows
at the time of publication of this research report.

As of the report date neither Aegis Capital Corp. or its affiliates beneficially own 1% or more of any class of common equity securities
of the subject company of this report.

Neither the research analyst who prepared this report or a member of the research analyst’s household has a financial position in the debt
or equity securities of the subject company.
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   Investment Banking
Services/Past 12 Mos.

 Rating Percent Percent 

 BUY [BUY] 85.85 37.36  
 HOLD [HOLD] 14.15 20.00  
 SELL [SELL] 0.00 0.00  

 

Meaning of Ratings

A) A Buy rating is assigned when we do not believe the stock price adequately reflects a company's prospects over 12-18 months.
B) A Hold rating is assigned when we believe the stock price adequately reflects a company's prospects over 12-18 months.
C) A Sell rating is assigned when we believe the stock price more than adequately reflects a company's prospects over 12-18 months.

Other Disclosures

Other Disclosures The information contained herein is based upon sources believed to be reliable but is not guaranteed by us and is not
considered to be all inclusive. It is not to be construed as an offer or the solicitation of an offer to sell or buy the securities mentioned herein.
Aegis Capital Corp., its affiliates, shareholders, officers, staff, and/or members of their families, may have a position in the securities
mentioned herein, and, before or after your receipt of this report, may make or recommend purchases and/or sales for their own accounts
or for the accounts of other customers of the Firm from time to time in the open market or otherwise. Opinions expressed are our present
opinions only and are subject to change without notice. Aegis Capital Corp. is under no obligation to provide updates to the opinions or
information provided herein. Additional information is available upon request.

The common stock of the subject company in this report may not be suitable for certain investors based on their investment objectives,
degree of risk, as well as their financial status.
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