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THE GALAPAGOS GROUP

Letter from the management

Dear Shareholders,

Galapagos is making steps towards realizing its strategy of becoming an integrated, commercial biotechnological
company. On the one hand, there is the science: our target discovery platform that provides the starting points for our
pipeline and our research and development departments to come up with new mode of action drugs. The other part of
our success has been the collaborations we've been able to strike with pharmaceutical companies, which have helped
us to get this far and eventually bring proprietary products to the market ourselves.

“Finding novel modes of action is what's the most difficult in this industry,” said CSO Piet Wigerinck during our annual
R&D Update in June. “We choose this path because disease modifying drugs can have the most impact on the lives
of patients.” And we move forward vigorously, on track to initiate one Phase 3 every two years and to deliver three
Proof-of-Concepts in patients per year. Next to further developing our collaboration programs, we aim to progress our
proprietary portfolio as much as possible on our own. Then again, commercial decisions will always be based on the
outcome of our research and development. It is the science that drives our path forward.

Looking at the first half-year 2016, we announced significant progress. We
transferred the filgotinib programs over to our collaboration partner Gilead,
after which they successfully conducted the discussions with regulatory
authorities for the roll-out of the FINCH Phase 3 program in rheumatoid
arthritis. At our yearly R&D Update, we announced substantial progress in our
cystic fibrosis program with AbbVie, initiating clinical studies and showing
promising pre-clinical data from our portfolio of potentiator and corrector drug
candidates. We announced further progress in our pipeline, with the start of the
FLORA Phase 2a study with GLPG1690 in idiopathic pulmonary fibrosis and a
Phase 1 study with novel monoclonal antibody MOR106. We announced new pre-
clinical candidates in inflammation and showed encouraging osteoarthritis
biomarker data with GLPG1972 at our R&D Update in June.

This first half-year was characterized by two pivotal moments in the history of Galapagos: in March, we were included
in the BEL20 index in Brussels, followed in June by the AEX index on Euronext Amsterdam, representing the top 20 and
top 25 listed companies in Belgium and the Netherlands, respectively. We confidently look ahead to what the second
half year of 2016 will bring, including the anticipated start of the Phase 3 programs in RA and Crohn’s disease: the first
of many Galapagos Phase 3 studies yet to come.

Operational overview Q1 2016:

We refer to our Q1 2016 report.

Operational overview Q2 2016

Rheumatoid arthritis

m Gilead and Galapagos completed discussions with the FDA and the EMA, resulting in inclusion of 200mg and
100mg doses for males and females in the FINCH Phase 3 program in rheumatoid arthritis, expected to start in Q3
2016

4
Galapagos NV H1 Report 2016


http://reports.glpg.com/2016/q1/en/

THE GALAPAGOS GROUP

Inflammatory bowel disease

m  Reported topline for the second part of the FITZROY program with filgotinib in Crohn's disease: clinical responses
continued from week 10 to week 20, safety profile similar to that previously observed

m  FITZROY week 10 results with filgotinib presented by principal investigator Dr Severine Vermeire (CU Leuven,
Belgium) at ECCO and DDW 2016

m  Gilead plans to start a Phase 2/3 study with filgotinib in ulcerative colitis and a Phase 3 study in Crohn’s disease in
Q4 2016

Inflammation

m Galapagos' candidate drug GLPG1972 for osteoarthritis was tested in a Phase 1 study in healthy volunteers. Topline
results indicate GLPG1972 was well-tolerated in the study and that it reduced a cartilage breakdown biomarker by
50% within two weeks. Galapagos and collaboration partner Servier are planning next steps for further
development of GLPG1972 in osteoarthritis. Galapagos has the full U.S. commercial rights in the osteoarthritis
collaboration with Servier

m  Galapagos and MorphoSys initiated a Phase 1 study with novel monoclonal antibody MOR106. Topline results are
expected in the second half of 2017

m  Galapagos nominated pre-clinical candidate GLPG2534, with a novel mechanism of action for atopic dermatitis. A
phase 1 start with GLPG2534 is expected in 2017

Cystic fibrosis (CF)

m  Galapagos and AbbVie reported that the CF portfolio remains on track to have a triple combination therapy in
Phase 2 in mid-2017

m  Both companies announced an expansion to their CF collaboration, increasing the total potential milestones to
$600 million, including an additional $250 million for Phase 1 and 2 events. Remaining terms are unchanged:
Galapagos has co-promotion rights in Belgium, Luxembourg and The Netherlands; full commercial rights in
China and South Korea; and tiered royalties outside the co-promotion countries ranging from the mid-teens to
20%

m  SAPHIRA, a Phase 2 Proof-of-Concept study in CF patients with G551D or S1251N mutations, is expected to include
more patients due to interest from the CF patients. Topline results are expected in second half of this year

m Galapagos initiated a Phase 1 study with novel potentiator GLPG2451, triggering a $10 million milestone payment
from collaboration partner AbbVie. Topline results are expected in the first half of next year

m  Galapagos reported topline results with novel corrector GLPG2222 in healthy volunteers: well-tolerated and no
adverse safety signals observed

Fibrosis

m Started a Phase 2a biomarker study with autotaxin inhibitor GLPG1690 in patients with idiopathic pulmonary
fibrosis (IPF). Topline results are expected in Q2 2017

m  Galapagos nominated pre-clinical candidate GLPG2938, with a novel mechanism of action for IPF. A phase 1 start
with GLPG2938 is expected in 2017

Other/corporate

m Received a confirmation ruling from the Belgian Ministry of Finance that the Gilead collaboration agreement on
filgotinib benefits from the Belgian patent income deduction, which allows Galapagos to deduct 80% of patent-
related income from its taxable income. The ruling is valid for five years and an extension can be requested
thereafter

m  Galapagos announced the aim to initiate one Phase 3 study every two years and deliver three clinical Proofs-of-
Concept each year

m €29 million was raised in warrant exercises
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m  The shares issued to Gilead were listed on Euronext Brussels and Amsterdam
m  Galapagos was included in the Bel 20 and AEX index on respectively Euronext Brussels and Amsterdam

H1 2016 financial result

Revenues and other income

Our revenues and other income for the first six months of 2016 amounted to €48.8 million, compared to €36.9 million in
the same period of 2015. Revenues (€38.8 million vs €26.7 million last year) were higher due to an increase of milestone
payments received and contractually agreed costs recharges on partnered programs (i.e. reimbursement income). Other
income was stable (€10.0 million vs €10.3 million last year).

Results

We realized a net profit of €32.2 million for the first six months of 2016, compared to a net loss of €34.2 million in the
first six months of 2015. This evolution was primarily driven by €57.5 million fair value gain from the re-measurement
of the financial asset triggered by the recent Share Subscription Agreement with Gilead.

We reported an operating loss amounting to €24.3 million for the first six months of 2016, compared to an operating

loss of €35.6 million for the same period last year.

Our R&D expenses in the first six months of 2016 were €62.4 million, compared to €63.3 million for the same period
in 2015. This planned decrease was mainly due to lower outsourcing costs for our filgotinib program, since Phase 3
development is expected to start in the second half of this year.

Our G&A and S&M expenses were €10.7 million in the first six months of 2016, compared to €9.2 million in the first six
months of 2015. This increase mainly resulted from higher costs recognized in relation to the warrant plans as a result
of the increase of our share price in the past year as well as a slight headcount increase.

Financial results were primarily driven by the fair value re-measurement of the Share Subscription Agreement, which
is explained under the next caption below. Net other financial costs in the first six months of 2016 amounted to
€0.9 million, compared to €0.1 million in 2015, and were primarily attributable to €1.8 million of unrealized exchange
loss on our cash position in USD due to the fluctuation of the USD exchange rate in the first half of 2016.

Fair value re-measurement of Share Subscription Agreement

On 16 December 2015 Gilead and Galapagos entered into a global collaboration for the development and
commercialization of filgotinib, in the framework of which Gilead committed to an upfront payment of $725 million
consisting of a license fee of $300 million and a $425 million equity investment in Galapagos NV by subscribing to new
shares at a price of €58 per share, including issuance premium. This agreement was effectively completed and entered
into force on 19 January 2016 and the full payment was received.

In connection with this agreement, we recognized in December 2015 a short term financial asset (derivative) and an
offsetting deferred income of €39 million upon signing of the Share Subscription Agreement with Gilead as required
under IAS 39. This financial asset initially reflected the share premium that Gilead committed to pay above our closing
share price on the day of entering into the Share Subscription Agreement. Under IAS 39 the fair value of the financial
asset was re-measured at year-end and again upon closing of the Share Subscription Agreement on 19 January 2016,
when the financial asset expired. Variations in fair value of the financial asset are recorded in the income statement.

The decrease in the fair value of the financial asset resulting from the increase in the Galapagos share price
between signing of the Share Subscription Agreement and 31 December 2015 resulted in a negative, non-cash fair value
adjustment of €30.6 million in the financial results of 2015.

6
Galapagos NV H1 Report 2016



THE GALAPAGOS GROUP

The subsequent increase in the fair value of the financial asset resulting from the decrease in our share price between
1January 2016 and 19 January 2016 resulted in a positive non-cash adjustment of €57.5 million in the financial result of
the first quarter of 2016.

On 19 January 2016, the value of the financial asset at maturity amounted to €65.9 million, reflecting the share premium
that Gilead paid above our closing share price on the day of the capital increase. This financial asset expired on the
effective date of the Share Subscription Agreement.

Liquid assets position

Cash, cash equivalents and restricted cash totaled €968.5 million on 30 June 2016.

A net increase of €620.2 million in cash and cash equivalents was recorded during the first six months of 2016, compared
to an increase of €209.8 million during the same period last year. Net cash flows from financing activities generated
€394.8 million mainly through the share subscription by Gilead. Furthermore, a net cash inflow from operating
activities was realized for €230.2 million in the first six months of 2016 resulting from the license fee of $300 million
(€275.6 million) received from Gilead and an operating cash burn of €45.4 million. Finally, €3.0 million was used in
investing activities and €1.8 million unrealized negative exchange rate differences were generated on cash and cash
equivalents.

Finally, our balance sheet holds an unconditional and unrestricted receivable from the French government (Crédit
d'Impét Recherche’) now amounting to €37.9 million, payable in yearly tranches from 2016 to 2020. Our balance sheet
also holds a receivable from the Belgian Government for R&D incentives now amounting to €26.9 million, payable in
yearly tranches from 2016 to 2026.

Outlook 2016

In the first half-year of 2016, Galapagos has successfully executed its R&D strategy. The full year 2016 is expected
to deliver more data, with topline results expected from GLPG1837 in the SAPHIRA Phase 2 program. In addition, we
expect to initiate more clinical trials in our CF program, and our collaboration partner Gilead is expected to start Phase
3 programs with filgotinib in RA and Crohn’s disease, and Phase 2/3 in ulcerative colitis.

Based on the forecast for the remainder of the year, management retains 2016 guidance for operational cash burn
(excluding payments received from our collaboration partner Gilead for filgotinib) of €100 - 120 million.

We thank you again for your support of Galapagos. We aim to discover and to develop more novel medications, bring
the successful therapies to the market, and improve patients' lives.

Onno van de Stolpe
CEO

! credit d’Impot Recherche refers to an innovation incentive system underwritten by the French government.
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At a glance

Key figures (IFRS) Galapagos Group

(unaudited)

(in € thousands, if not stated otherwise) 30/06/2016 30/06/2015
Results

Revenues and other income 48,764 36,921
R&D expenditure (62,412) (63,283)
S, G&A expenses (10,702) (9,221)
Personnel expenses (including share-based compensation) (25,058) (22,048)
Capital expenditure 2,932 2,464
Depreciation and amortization of (in)tangible assets (2,001) (1,804)
Operating loss (24,349) (35,583)
Net financial results 56,554 (68)
Taxes 24 1,468
Net income / loss (-) 32,229 (34,183)

Galapagos share

Number of shares issued on 30 June 46,109,508 38,894,582
Basic income / loss (-) per share (in €) 0.71 (1.06)
Diluted income / loss (-) per share (in €) 0.69 (1.06)
Share price on 30 June (in €) 49.46 45.80

Personnel data

Total Group employees on 30 June (Number) 462 410

Balance sheet

(thousands of €, if not stated otherwise) 30/06/2016 31/12/2015

Total assets 1,066,524 442,514

Cash, cash equivalents and restricted cash 968,494 348,216

Total liabilities 336,725 77,515

Stockholders' equity 729,800 364,999
8
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Employees per site as of 30 June 2016

41 staff

Leiden (NL)

> ® /I 64 staff
Mechelen (B)

o
1 3 O staff

Romainville (FR)

1 27 staff

Zagreb (HR)
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Risk factors

We refer to the description of risk factors in the 2015 Annual Report, pp. 53-59, as supplemented by the description
of risk factors in the annual report on Form 20-F filed with the U.S. Securities and Exchange Commission, pp.
5-45. In summary, the principal risks and uncertainties faced by us relate to: our financial position and need for
additional capital; product development, regulatory approval and commercialization; our reliance on third parties; our
competitive position; our intellectual property; our organization, structure and operation (including but not limited to
certain risks related to our status as a U.S. publicly listed company following the public offering of shares (in the form
of ADSs) and listing on NASDAQ in May 2015) and market risks relating to our shares and ADSs.

We also face a risk related to the accounting treatment under I[FRS for the Share Subscription Agreement for the Gilead
transaction. We refer to the note on significant judgment applied in that respect included in the 2015 Annual Report.
After careful analysis of the contract and the applicable IFRS literature, management has judged that it was appropriate
to account for this transaction as a derivative financial asset with variances in fair value through the income statement
between entering into the transaction (16 December 2015) and the date of closing the transaction (19 January 2016). Our
statutory auditor has audited this significant transaction and agreed with the position taken by management. In the
framework of the regulatory review process of the listing prospectus for the shares issued following this transaction,
the FSMA has reviewed the accounting for the Share Subscription Agreement under IFRS. Taking into account the
complexity of the questions and the lack of specific authoritative literature, the FSMA has decided, in accordance with
the ESMA Guidelines on enforcement of financial information, to submit this accounting treatment as an emerging
issue for discussion to the European Securities and Markets Authority via its European Enforcers Coordination Sessions
(EECS) forum, a forum in which all EU National Enforcers of financial information meet to ensure that a consistent
approach of IFRS is taken across the jurisdictions. On the date of this report, no final decision has been made by the
FSMA. It is currently uncertain whether the FSMA will require a change in the way the share subscription part of the
Gilead transaction was accounted for in our audited financial statements for the year ended 31 December 2015 and our
unaudited interim financial statements for H1 2016 included in this report. The final decision would not affect our cash
position or cash flows.

We also refer to the description of the Group’s financial risk management given in the 2015 Annual Report, pp. 131-134,
which remains valid.
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The Galapagos share

Performance of the Galapagos share on Euronext and NASDAQ
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Related party transactions

On 2 March 2016, the acceptance of the warrants offered on 22 December 2015 to members of the Board of Directors
and the Executive Committee under Warrant Plan 2015 (B) was enacted. These warrants have a term of eight years.
The exercise price of the warrants is €49.00. Each warrant gives the right to subscribe to one new Galapagos share. As
regards the Directors, the warrants vest over a period of 36 months at a rate of 1/36™ per month. As regards the other
beneficiaries, the warrants vest only and fully on the third anniversary of the notary deed enacting the acceptance of
the warrants. The warrants are not transferable and can in principle not be exercised prior to 2 March 2019.

On 1 June 2016, the members of the Board of Directors and the Executive Committee were offered new warrants under
Warrant Plan 2016, subject to acceptance. As of the date of this report, the acceptance period for Warrant Plan 2016
is still ongoing, so the final number of warrants granted to members of the Board of Directors and the Executive
Committee cannot be determined yet. Under Warrant Plan 2016, the warrants have an exercise term of eight years as
of the date of the offer. The exercise price of the warrants is €46.10. Each warrant gives the right to subscribe to one new
Galapagos share. As regards the Directors, the warrants vest over a period of 36 months at a rate of 1/36'" per month. As
regards the other beneficiaries, the warrants vest only and fully on the first day of the fourth calendar year following
the calendar year in which the grant was made. The warrants are not transferable and can in principle not be exercised
prior to 1 January 2020.

The table below sets forth the number of warrants (i) accepted under Warrant Plan 2015 (B), and (ii) offered under
Warrant Plan 2016 for each member of the Board and Executive Committee in office during the first six months of 2016:

Number of 2015 (B) Number of 2016
Name Title Warrants granted Warrants offered
Onno van de Stolpe | Chief Executive Officer; 100,000 100,000
Executive Director
) Non-executive Director;
Raj Parekh Chairman of the Board 15,000 15,000
Werner Cautreels Non-executive Director 7,500 7,500
Harrold van Non-executive Director 7,500 7,500
Barlingen
Howard Rowe Non-executive Director 7,500 7,500
Katrine Bosley Non-executive Director 7,500 7,500
Christine Mummery  Non-executive Director 7,500 7,500
Piet Wigerinck Chief Scientific Officer 50,000 60,000
Bart Filius Chief Financial Officer 50,000 60,000
Andre Hoekema senior Vice President 40,000 55,000
Corporate Development

During the first six months of 2016, there were no changes to related party transactions disclosed in the 2015 Annual
Report or the listing prospectus approved by the FSMA on 10 May 2016 that potentially had a material impact on the
financials of the first six months of 2016.
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Statement of the Board of Directors

The Board of Directors of Galapagos NV declares that, as far as it is aware, the financial statements in this H1 Report,
are prepared according to the applicable standards for financial statements, and give a true and fair view of the equity,
financial position and the results of Galapagos NV and its consolidated companies.

The Board of Directors of Galapagos NV further declares that this H1 Report gives a true and fair view on the important
developments and significant transactions with related parties in the period under review and their impact on the
interim financial statements, as well as on the most important risks and uncertainties pertaining to the remainder of
the current financial year.

On behalf of the Board of Directors

Onno van de Stolpe
CEO

Raj Parekh
Chairman of the Board of Directors
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Disclaimer and other information

Galapagos NV is a limited liability company incorporated in Belgium and has its registered office at Generaal De
Wittelaan L11 A3, 2800 Mechelen, Belgium. Throughout this report, the term “Galapagos NV” refers solely to the non-
consolidated Belgian company and references to “we,” “our,” “the Group” or “Galapagos” include Galapagos NV together
with its subsidiaries.

This report is published in Dutch and in English. In case of inconsistency between the Dutch and the English versions,
the Dutch version shall prevail. Galapagos is responsible for the translation and conformity between the Dutch and
English versions.

This report is available to the public free of charge and upon request:

Galapagos NV

Investor Relations

Generaal De Wittelaan L11 A3
2800 Mechelen, Belgium

Tel: +32 15 34 29 00

Email: ir@glpg.com

A digital version of this report is available on our website, www.glpg.com.

We will use reasonable efforts to ensure the accuracy of the digital version, but do not assume responsibility if
inaccuracies or inconsistencies with the printed document arise as a result of any electronic transmission. Therefore,
we consider only the printed version of this report to be legally valid. Other information on our website or on other
websites does not form a part of this report.

Listings

Euronext Amsterdam and Brussels: GLPG
NASDAQ: GLPG

Forward-looking statements

This report contains forward-looking statements, all of which involve certain risks and uncertainties. These statements
are often, but are not always, made through the use of words or phrases such as “believe,” “anticipate,” “expect,”
“intend,” “plan,” “seek,” “estimate,” “may,” “will,” “could,” “stand to,” “continue,” as well as similar expressions. Forward-
looking statements contained in this report include, but are not limited to, statements made in the “Letter from
the management”, the information provided in the section captioned “Outlook 2016", guidance from management
regarding the expected operational use of cash during financial year 2016, statements regarding the development of a
potential triple combination therapy for Class II cystic fibrosis patients and the possible activity and clinical utility of
such potential triple combination therapy, statements regarding the expected timing, design and readouts of ongoing
and planned clinical trials (i) with filgotinib in rheumatoid arthritis, Crohn’s disease and ulcerative colitis, (ii) with
GLPG2222 and GLPG2451 in cystic fibrosis, (iii) with GLPG1837 in Class III cystic fibrosis patients, (iv) with GLPG1690 in IPF,
(v) with GLPG1972 in osteoarthritis, and (vi) with MOR106, statements regarding the further development of GLPG2938
for idiopathic pulmonary fibrosis and GLPG2534 for atopic dermatitis, and management’s goals for future initiation
of Phase 3 trials and delivery of clinical Proofs-of-Concept. We caution the reader that forward-looking statements
are not guarantees of future performance. Forward-looking statements may involve known and unknown risks,
uncertainties and other factors which might cause our actual results, financial condition and liquidity, performance
or achievements, or the development of the industry in which we operate, to be materially different from any historic
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or future results, financial conditions, performance or achievements expressed or implied by such forward-looking
statements. In addition, even if our results of operations, financial condition and liquidity, and the development of
the industry in which we operate are consistent with such forward-looking statements, they may not be predictive of
results or developments in future periods. Among the factors that may result in differences are that our expectations
regarding our 2016 revenues and financial results and our 2016 operating expenses may be incorrect (including
because one or more of our assumptions underlying our revenue or expense expectations may not be realized), the
inherent uncertainties associated with competitive developments, clinical trial and product development activities and
regulatory approval requirements (including that data from our clinical research programs in rheumatoid arthritis,
Crohn’s disease, cystic fibrosis, idiopathic pulmonary fibrosis, osteoarthritis, and other inflammatory indications may
not support registration or further development of our product candidates due to safety, efficacy or other reasons),
our reliance on collaborations with third parties (including our collaboration partner for filgotinib, Gilead, and our
collaboration partner for cystic fibrosis, AbbVie), and estimating the commercial potential of our product candidates.
A further list and description of these risks, uncertainties and other risks can be found in our Securities and Exchange
Commission filing and reports, including in our most recent annual report on Form 20-F filed with the SEC and our
other filings and reports. We also refer to the “Risk Factors” section of this report. Given these uncertainties, the reader
is advised not to place any undue reliance on such forward-looking statements. These forward-looking statements
speak only as of the date of publication of this document. We expressly disclaim any obligation to update any such
forward-looking statements in this document to reflect any change in our expectations with regard thereto or any
change in events, conditions or circumstances on which any such statement is based or that may affect the likelihood
that actual results will differ from those set forth in the forward-looking statements, unless specifically required by law
or regulation.
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