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Event – Mindset Pharma yesterday reported FQ323 results (quarter ending March 31) that 
were largely in line with our expectations as the Company continued its ongoing progress in 
moving its multiple families of next-generation psychedelic drugs toward the clinic. While a 
lawsuit from Reunion Neuroscience Inc. (REUN-TSX, NR) generated headlines, we view the suit 
as largely baseless and, in fact, further proof of the strength and strategic value of Mindset’s 
IP portfolio. Indeed, we expect that the potential signing of a partnership deal for its lead 
compound, MSP-1014, could be a catalyst for the stock in the coming months and we continue 
to view Mindset as meaningfully undervalued and reiterate our Speculative Buy rating and 
$1.25 target price.  

Cash Burn In Line as Otsuka Partnership Mitigates R&D Costs – Mindset reported $1.9M in 
revenue for the quarter versus our estimate of $4.3M. This was comprised entirely of 
collaboration revenue received from Otsuka Pharma (4578-TSE, NR) to cover preclinical R&D 
costs associated with the Family 2 and 4 compounds. G&A and R&D of $0.7M and $2.8M, 
respectively, led to an operating loss of $2.9M versus our expected $2.7M. The net loss for the 
quarter came in at $0.03/shr, which was in line with our estimate of $0.03/shr, while operating 
cash burn before accounting for working capital was $1.5M versus our estimate of $2.0M. The 
Company ended March with $7.3M in cash, which should provide a sufficient runway to bring its 
various preclinical assets to the clinic. As a reminder, Otsuka will provide ~US$30-40M to fund 
the development of Family 2 and 4 lead candidates through Phase Ib in the coming years, while 
a potential partnership agreement to develop MSP-1014 could provide additional liquidity. 

Reunion Patent Lawsuit Appears Baseless; Details Highlight Strategic Interest in Family 1 – In 
mid-March, Reunion Neuroscience Inc. announced a lawsuit against Mindset, alleging that it 
copied Reunion’s lead compound RE104 (isoprucin glutarate, a prodrug of 4-OH-DiPT) in its 
application for U.S. Patent No. 11,591,353. Along with $25M in damages and other claims, 
Reunion is seeking to have its Chief Scientific Officer, Dr. Nathan Bryson, included as an inventor 
of this patent such that Reunion would have the freedom to operate with the compound. While 
we are by no means patent lawyers, our analysis, as well as commentary from industry IP experts, 
leads us to believe that the lawsuit is largely baseless given the general principle in patent law 
that the patent applicant with the earliest priority date maintains the legal precedents of the 
claims made in the patent. Both Mindset and Reunion have had patent applications approved 
covering this compound, although it appears that Mindset’s priority date of February 4, 2020, 
precedes Reunion’s priority date of June 30, 2020 (see Exhibit 1). While isoprucin glutarate was 
not specifically disclosed in Mindset’s February 4, 2020, patent application, it appears to be 
covered under this patent and was later specified in a June 6, 2022, patent (U.S. Patent No. 
11,591,353) for which Mindset then received allowance on February 28, 2023.  

 

 

 

 

Mindset Pharma Inc. 

FQ323 Cash Burn In Line; Patent Lawsuit Appears Baseless but 
Validates Value of IP; Reiterating Spec. Buy and $1.25 TP 

MSET-CNSX: $0.32 

Speculative Buy 

$1.25 Target 

Projected Return: 291%  

         Discount Rate: 14% 

 

 
 

Market Cap - Basic ($M) 32

Market Cap - FD ($M) 42

Net Debt ($M) -7

Enterprise Value - FD ($M) 35

Basic Shares O/S (M) 101

FD Shares O/S (M) 131

Avg. Daily Volume (K) 17

52 Week Range $0.27 - $0.70

Financial Metrics
FYE - June 30 F2021A F2022A F2023E

Revenue ($M) 0.0 3.9 11.4

Gross Profit ($M) 0.0 3.9 11.4

Adj. EBITDA ($M) (9.6) (11.5) (6.1)

EPS ($0.20) ($0.18) ($0.08)

Valuation Data
F2021A F2022A F2023E

EV/Sales MSET NA 2.2x 0.7x

Peers 11.1x 4.2x 1.7x

EV/EBITDA MSET NA NA NA

Peers NA NA 121.4x

Quarterly Data
FQ1 FQ2 FQ3 FQ4

Revenue ($M) 2021 0.0 0.0 0.0 0.0

2022 0.0 0.0 2.3 1.6

2023 1.7 2.5 1.9 5.3

Adj. EBITDA ($M) 2021 (0.3) (3.3) (1.2) (1.7)

2022 (3.6) (6.0) (1.3) (0.5)

2023 (0.5) (2.1) (1.5) (2.0)

EPS 2021 ($0.03) ($0.12) ($0.03) ($0.02)

2022 ($0.09) ($0.08) ($0.01) ($0.01)

2023 ($0.01) ($0.02) ($0.03) ($0.02)

Company Description

Source: Consensus Data - CapIQ, Forecasts/Estimates -  ECM

Mindset Pharma Inc. operates as a neuro-pharmaceutical drug

discovery and development platform company. It offers

psychedelic compounds for treatment-resistant neurological

and psychiatric disorders. The company was founded in 2019

and is based in Toronto, Canada.
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Exhibit 1 – Mindset’s (Left) and Reunion’s (Right) Patent Applications for isoprucin glutarate 

 
Source: United States Patent and Trademark Office, ECM 

Abandoned Licensing Discussions Demonstrate Mindset’s Solid IP Position and Likely Strategic Interest in Asset – 
Interestingly, the lawsuit also acknowledges that despite Reunion’s “serious concerns” about the validity of Mindset’s 
IP position, in mid-February 2023, it still agreed to meet with Mindset to pursue an agreement to acquire licensing 
rights to Mindset’s IP covering the compound “rather than becoming involved in legal proceedings.” The two companies 
allegedly came to an agreement, in which Mindset is claimed to have reneged to pursue “strategic alternatives.” While 
we have no knowledge of or view on these discussions, the fact that they occurred seems to demonstrate, at a 
minimum, tacit acceptance that Mindset has a strong and defensible IP position and that there is a potential strategic 
interest, likely from a potential Pharma partner, in its Family 1 assets, including its lead compound MSP-1014.  

Expansion of Drug Discovery Efforts into Novel Non-Hallucinogenic Therapeutics – Mindset also recently announced 
that it expanded its discovery efforts to target novel psychedelic-inspired non-hallucinogenic drug candidates and has 
already discovered multiple candidates with promising preclinical profiles with the potential to address conditions 
outside of depressive disorders. By removing the hallucinogenic effect, the potential use case of these drugs is 
expanded by eliminating the need for in-clinic patient supervision post-dosing and broadening potential target patient 
populations to include more fragile groups such as children and geriatric patients. 

Valuation – While a partnership to help fund MSP-1014 through clinical trials remains potentially forthcoming, our cash 
burn forecast remains materially unchanged for now. As such, we maintain our Speculative Buy rating and continue to 
value MSET at $1.25/shr using a probability-adjusted DCF (14% discount rate, 5% residual growth, 10% probability of 
approval of its lead asset). Our Speculative Buy rating reflects anticipated share price volatility as well as the inherent 
clinical trial risks.  
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Mindset Pharma (CNSX:MSET, $0.32) - Data Sheet Speculative Buy | PT: $1.25

Company Description Consensus 3 Mths Ago Current Return

Rating: Outperform Outperform
Target: $1.25 $1.25 291%
Median: $1.25 $1.25 291%
High: $1.25 $1.25 291%

Low: $1.25 $1.25 291%

Consensus Ratings Distribution

Outperform/Buy 3
Perform/Hold 0
Underperform/Sell 0

# Est 3

Key Statistics Value

52-Week High $0.60 88%
52-Week Low $0.22 (31%)
Avg Vol (3-Mo) 28
Shares Outstanding 91

Market Cap 42
Net Debt ($7)
Enterprise Value 35

Div Yield 0.0%
FYE Jun

Key Financial Metrics

Mindset Pharma F2021A F2022A F2023E F2024E F2025E F2026E F2027E F2028E F2029E F2030E F2031E F2032E

Values in C$M

Revenue -         3.9         11.4       21.0       15.0       -         30.0       4.3         62.4       148.3    135.3    219.7    

Growth y/y, % NA NA 193% 84% (29%) (100%) NA (86%) 1342% 138% (9%) 62%

Consensus Revenue 14.6      10.0      7.5        3.3        41.4      61.9      60.5      142.4    121.9    198.4    

Gross Profit -         3.9         11.4       21.0       15.0       -         30.0       3.5         58.9       137.7    112.2    183.0    

Gross Profit Margin, % 0% 100% 100% 100% 100% 0% 100% 80% 94% 93% 83% 83%

Consensus Gross Profit Margin, % 100% 100% 100% 45% 95% 86% 95% 93% 83% 83%

Adj. EBITDA (9.6)        (11.5)     (6.1)        (26.1)     (42.0)     (62.5)     (42.0)     (64.0)     9.9         99.2       76.2       150.5    

Adj. EBITDA Margin, % 0% (295%) (53%) (124%) (280%) 0% (140%) (1480%) 16% 67% 56% 68%

Consensus Adj. EBITDA (2.8)       (21.4)     (35.7)     (59.0)     (38.7)     (29.9)     12.4      98.4      69.4      137.2    

EPS, $ (0.20)$   (0.18)$   (0.08)$   (0.17)$   (0.23)$   (0.25)$   (0.13)$   (0.17)$   0.01$    0.18$    0.14$    0.27$    

Consensus EPS, $ (0.08)$  (0.15)$  (0.18)$  (0.20)$  (0.11)$  (0.11)$  0.01$    0.20$    0.14$    0.29$    

Comparables

1M 3M YTD 1Y 2021 2022 2023 2021 2022 2023

Mindset Pharma Inc. 23.8 8.4 MSET $0.32 (12%) (31%) (17%) (57%) NA 2.2x 0.7x NA NA NA

Atai Life Sciences N.V. 282.0 1.7 ATAI $1.79 (10%) (46%) (36%) (67%) 0.1x 9.0x 22.3x NA NA NA

Mind Medicine (MindMed) Inc. 140.3 (14.1) MNMD $3.66 4% 33% 68% (77%) NA NA NA 0.2x 0.2x 0.2x

COMPASS Pathways plc 364.9 194.1 CMPS $7.46 (18%) (18%) 7% (32%) NA NA NA NA NA NA

Cybin Inc. 93.6 76.9 CYBN $0.28 15% 11% 60% (50%) 172.6x NA NA NA NA NA

Mydecine Innovations Group Inc. 7.8 11.5 MYCO.F $0.23 (3%) (3%) 4% (92%) 224.7x NA NA NA NA NA

Numinus Wellness Inc. 43.8 30.2 NUMI $0.25 (20%) (10%) 22% (58%) 19.1x 6.1x 1.7x NA NA NA

Field Trip Health & Wellness Ltd. 6.3 NA FTHW $0.06 (5%) (9%) 25% (83%) NA NA NA NA NA NA

Filament Health Corp. 9.3 7.9 FLHL.F $0.07 (3%) (5%) (15%) (49%) NA NA NA NA NA NA

Entheon Biomedical Corp. 1.5 1.3 ENBI $0.04 17% 75% 75% (82%) NA NA NA NA NA NA

PsyBio Therapeutics Corp. 5.3 5.2 PSYB $0.03 (35%) 0% 57% (68%) NA NA NA NA NA NA

Average 95.5 35.0 (6%) 3% 27% (66%) 104.1x 7.5x 12.0x 0.2x 0.2x 0.2x
Median 26.6 7.9 (4%) (4%) 23% (68%) 95.9x 7.5x 12.0x 0.2x 0.2x 0.2x

Source: Consensus Data - CapIQ, Historical Data – Company Filings, Forecasts/Estimates – Echelon Capital Markets

Mindset Pharma Inc. operates as a neuro-

pharmaceutical drug discovery and

development platform company. It offers

psychedelic compounds for treatment-resistant

neurological and psychiatric disorders. The

company was founded in 2019 and is based in

Toronto, Canada.
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Important Information and Legal Disclaimers 

Echelon Wealth Partners Inc. is a member of IIROC and CIPF. The documents on this website have been prepared for the viewer only as an example of strategy consistent 
with our recommendations; it 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. Any opinions or recommendations expressed herein do not necessarily reflect those of Echelon Wealth Partners Inc. Echelon Wealth Partners Inc. 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. 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. Echelon Wealth Partners Inc. employees may buy and sell shares of the companies 
that are recommended for their own accounts and for the accounts of other clients. Echelon Wealth Partners compensates its Research Analysts from a variety of sources. 
The Research Department is a cost centre and is funded by the business activities of Echelon Wealth Partners including, Institutional Equity Sales and Trading, Retail Sales 
and Corporate and Investment Banking. 

Research Dissemination Policy: All final research reports are disseminated to existing and potential clients of Echelon Wealth Partners Inc. simultaneously in electronic 
form. Hard copies will be disseminated to any client that has requested to be on the distribution list of Echelon Wealth Partners Inc. Clients may also receive Echelon 
Wealth Partners Inc. research via third party vendors. To receive Echelon Wealth Partners Inc. research reports, please contact your Registered Representative. 
Reproduction of any research report in whole or in part without permission is prohibited. 

Canadian Disclosures: To make further inquiry related to this report, Canadian residents should contact their Echelon Wealth Partners professional representative. To 
effect any transaction, Canadian residents should contact their Echelon Wealth Partners Investment advisor. 

U.S. Disclosures: This research report was prepared by Echelon Wealth Partners Inc., a member of the Investment Industry Regulatory Organization of Canada and the 
Canadian Investor Protection Fund. This report does not constitute an offer to sell or the solicitation of an offer to buy any of the securities discussed herein. Echelon 
Wealth Partners Inc. is not registered as a broker-dealer in the United States and is not 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. 

U.K. Disclosures: This research report was prepared by Echelon Wealth Partners Inc., a member of the Investment Industry Regulatory Organization of Canada and the 
Canadian Investor Protection Fund. ECHELON WEALTH PARTNERS INC. IS NOT SUBJECT TO U.K. RULES WITH REGARD TO THE PREPARATION OF RESEARCH REPORTS AND 
THE INDEPENDENCE OF ANALYSTS. The contents hereof are intended solely for the use of and may only be issued or passed onto persons described in part VI of the 
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001. This report does not constitute an offer to sell or the solicitation of an offer to buy any of the 
securities discussed herein. 

Copyright: This report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the information, 
opinions or conclusions contained in it be referred to without in each case the prior express written consent of Echelon Wealth Partners. 

ANALYST CERTIFICATION 

Company: Mindset Pharma | MSET-CNSX 
I, Stefan Quenneville, hereby certify that the views expressed in this report accurately reflect my personal views about the subject securities or issuers. I also certify that I have not, 
am not, and will not receive, directly or indirectly, compensation in exchange for expressing the specific recommendations or views in this report.  
IMPORTANT DISCLOSURES 

Is this an issuer related or industry related publication? Issuer 

Does the Analyst or any member of the Analyst’s household have a financial interest in the securities of the subject issuer? 
If Yes: 1) Is it a long or short position? None; and, 2) What type of security is it? N/A. 

No 

The name of any partner, director, officer, employee, or agent of the Dealer Member who is an officer, director, or employee of the issuer, or who serves in any 
advisory capacity to the issuer. 

No 

Does Echelon Wealth Partners Inc. or the Analyst have any actual material conflicts of interest with the issuer? No 

Does Echelon Wealth Partners Inc. and/or one or more entities affiliated with Echelon Wealth Partners Inc. beneficially own common shares (or any other class of 
common equity securities) of this issuer which constitutes more than 1% of the presently issued and outstanding shares of the issuer? 

Yes 

During the last 12 months, has Echelon Wealth Partners Inc. provided financial advice to and/or, either on its own or as a syndicate member, participated in a public 
offering, or private placement of securities of this issuer? 

No 

During the last 12 months, has Echelon Wealth Partners Inc. received compensation for having provided investment banking or related services to this Issuer? No 

Has the Analyst had an onsite visit with the Issuer within the last 12 months?  No 

Has the Analyst or any Partner, Director or Officer been compensated for travel expenses incurred as a result of an onsite visit with the Issuer within the last 12 months? No 

Has the Analyst received any compensation from the subject company in the past 12 months? No 

Is Echelon Wealth Partners Inc. a market maker in the issuer’s securities at the date of this report? No 

Have any services been provided by any partner, director or officer of the firm or analyst involved in the preparation of a report, other than services provided in the 
normal course investment advisory or trade execution services to the issuer for remuneration, during the preceding 12 months immediately preceding the date the 
research report or recommendation was issued? 

No 
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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 in the analyst’s opinion possesses certain operational and/or financial risks that are higher than average. 

Hold The security represents fair value and no material appreciation is expected over the next 12-18 month time horizon. 

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

Under Review 
While not a rating, this designates the existing rating and/or forecasts are subject to specific review usually due to a material event or share price 
move. 

Tender  Echelon Wealth Partners recommends that investors tender to an existing public offer for the securities in the absence of a superior competing offer. 

Dropped 
Coverage 

Applies to former coverage names where a current analyst has dropped coverage. Echelon Wealth Partners will provide notice to investors whenever 
coverage of an issuer is dropped. 

  

RATINGS DISTRIBUTION 

Recommendation Hierarchy   Buy Speculative Buy Hold Sell Under Review Restricted Tender 

Number of recommendations   21 40 6 0 15 3 2 

% of Total (excluding Restricted)   26% 49% 7% 0% 18%     

Number of investment banking relationships 5 12 0 0 4 1 0 

% of Total (excluding Restricted)  24% 57% 0% 0% 19%     
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