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Clinical delivery 

Instem has accelerated its payment of the Logos Technologies earn-
out, in a move that suggests performance in both businesses is 
strong. The mid-2013 acquisition of Logos and its ALPHADAS product 
suite marked a bold but potentially well-timed move into the early 
phase clinical market.  It expanded the group’s portfolio of study 
management software (like the preclinical flagship Provantis 
product), but the entire clinical space is larger and has significant 
additional potential.  This note describes the likely rationale behind 
the acceleration of the process, and more generally the scale of the 
opportunity. 

 Credible expansion : Instem appears to have sufficient “adjacency” to 
allow a credible move into the early phase clinical market; its strength 
in the market for preclinical study management software was extended 
through the acquisition of a leading early phase clinical player in Logos 

 Positive market backdrop : The market for early phase clinical drug 
studies is beginning to show signs of good activity and growth in active 
studies (around a year behind preclinical) after several difficult years 

 Potential for significant value-add : the market for early phase clinical 
studies has historically (strangely) been less prone to uptake of 
technology than the preclinical segment.  Given the potential scale of 
the opportunity, Instem’s skills and experience could deliver material 
value  

 Early evidence positive : The performance of Logos (now Instem 
Clinical) suggests that, in its post-acquisition life, it is beginning to win a 
good number of deals which bodes well for contribution to the group 
over time, and also suggests that the transaction is already proving its 
worth.  

 Acceleration of earn-out payment : This news suggests to us three 
things:- Instem Clinical itself is performing well, Instem as a group is 
trading robustly, and finally that the group sees benefit in greater and 
more-rapid integration.  On all three bases, the news is positive.  

We continue to respect the group’s strong market position in both pre-
clinical and now clinical study management software, and look forward to 
full year 2015 results due in March 2016.  We make no changes to our 
revenue or profitability forecasts below, but confidence in the group’s 
performance is increasing.   
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FYE DEC FY-13A FY-14A FY-15E FY-16E FY-17E 

Revenue 11.4 13.4 15.3 16.2 17.0 

Adjusted EBITDA 1.8 1.9 2.3 2.8 3.2 

Adjusted PBT 1.2 1.1 1.8 2.1 2.4 

Adjusted EPS (p) 8.6 8.3 10.1 11.6 13.1 

EV/Sales 2.2x 1.9x 1.6x 1.5x 1.5x 

EV/ Adj. EBITDA 14.0x 13.4x 11.0x 8.8x 7.7x 

P/E 24.1x 25.2x 20.7x 17.9x 15.9x 

Source: Company Information and Progressive Equity Research estimates 
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Clinical-stage drug trial markets 

Pharmaceutical drug trials are normally described according to whether they involve 
human subjects (clinical) or are focussed on non-human subjects, generally animals, or 
in vitro work (together described as preclinical).  Within the clinical elements of a trial, 
there exist a number of phases through which a drug must pass in order to gain 
regulatory approval. 

Of particular relevance here is the Phase I and IIa clinical trial market for new products 
and bioavailability/bioequivalence studies for generic drugs.  Phase 1 studies, which 
have predominantly been conducted on healthy human volunteers, mainly aim to ensure 
that a drug is safe in humans (the preclinical trials having already established safety 
within animal subjects), that any side-effects are manageable, and that the drug is 
“bioavailable” – that is, its presence in the body has some effect and can be measured.  
Efficacy, in terms of helping reduce symptoms or manage the disease, is primarily 
evaluated in later Phase studies (II to IV).  The diagram below was first presented in our 
initiation document, “Opportunity Abounds” (29 January, 2014), but the structure of the 
market is largely unaltered, and the relative numbers of compounds at each stage, in 
order to reach a single successful “blockbuster” drug on the right, is still relatively 
realistic. 

 

FIGURE 1: DRUG DEVELOPMENT LANDSCAPE 

 

Source: Instem, Progressive Equity Research Ltd 

 

Instem’s involvement has historically focussed on the preclinical markets, where its 
flagship product Provantis is a world leader in the market for study management 
software within the EDSA (Early Drug Safety Assessment) segment. 

 

In May 2013, Instem acquired Logos Technologies for up to £5m in cash and shares 
(largely deferred and contingent upon performance), which was the group’s first move 
into the clinical testing arena as described above.  This note focuses largely on the 
drivers for the move into clinical, and the early evidence of success achieved.  
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Before we move into the detail of the market for study management software in the early 
phase clinical market, however, it is worth briefly noting the overall levels of activity 
across the industry.   

The tables below and overleaf show Citeline’s view of the number of studies currently 
under way on a global basis (Figure 2) and the number of studies in each phase (Figure 
3).  

 

FIGURE 2: TOTAL R&D PIPELINE SIZE BY YEAR 2001-2015 

 

Source: Citeline, January 2015 

 

The end of the patent-cliff effect ?? 

For many years the pharma industry has been possessed by stories of the “patent cliff”.  
The theory (and unfortunately reality) went like this :   

i) the global pharma giants had, between them, a large number of drugs with 
patent expiration dates in the years 2010-2015.  These drugs coming off-
patent would likely be replaced by generic alternatives, leading to material 
drops in revenue for the pharmaceutical owners 
 

ii) In order to offset these expected declines, the pharma companies would 
accelerate the progress of drugs in late-stage trials, to bring them to market 
rapidly, and generate revenues sooner than otherwise might have been the 
case.   
 

iii) This focus on late-stage drugs would, necessarily, be at the expense of all 
compounds “earlier” in the development pipeline, where funding would 
become difficult. 

 

This patent-cliff effect, alongside the global economic slowdown, probably accounts for 
the lack of growth between 2008 and 2013.  The slightly more robust growth in 2014, 
and now the clearer signal of 2015 growth, together suggest that these pressures may 
be abating, and that the industry is returning to a more normal growth rate.  
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Positive changes in preclinical and early phase clinical segments 

The table below bears out further the fact that, within drug companies’ portfolios, it is 
now the earliest-stage compounds where most growth is being seen. 

Preclinical compounds rose in number from 5,484 to 6,061 – growth of c.11%, compared 
to growth of 7-9% in the Phases 1-3 of clinical development.  This suggests that, as the 
patent-cliff effects are abating, pharma companies are once again working to fill their 
drug pipelines, and they are starting at the most logical place – the beginning.   

Aside from the positive boost this appears to be giving the preclinical space, there is 
clearly good news to come in future years for early (and then later) phase clinical trial 
numbers, as the preclinical studies are finished, and a proportion of these compounds 
are deemed worthy of progression to clinical trials.  This, alongside the overall recovery 
in the drug development market shown on the previous page, should suggest that 
Instem’s move into early phase clinical markets could have been well timed.  

 

FIGURE 3: DRUG DEVELOPMENT PIPELINE BY DEVELOPMENT PHASE 

 

Source: Citeline 

 

  



8 December 2015 

 

 
5 

Differences between preclinical and clinical markets 

 

The most obvious difference between the preclinical and clinical markets is scale : 
preclinical trials is a $12bn market, whereas the total spend on early clinical phases of 
drug evaluation is believed to be c. $4bn in total for Phase 1, and c. $6bn for the whole 
of Phase 2.  While this would suggest that the early phase clinical market is potentially 
less attractive than preclinical, in fact the reverse may be true – early phase clinical 
markets, as described below, are far less penetrated in terms of technology and IT 
adoption; it is this “virgin territory” rather than the scale of the landscape, which makes 
the early phase clinical segment an attractive prize. 

The types and sizes of market participants are also different – the preclinical space is 
seen as slightly more niche, and is dominated by a small number of specialists.   

The clinical market, being larger and more involved, has attracted greater numbers of 
market participants, and a number of the largest pharma groups have retained in-house 
their clinical trials skillsets. 

Other than simply size of market and the active participants, there are other differences 
between the preclinical and the clinical end markets.  There are three specifically which 
we believe to be relevant to Instem’s involvement, and the dynamics of the early stage 
clinical trials segment : 

 

1. clearly, given the involvement of human subjects, the risks around trial or study 
errors are far more material.  The levels of audit trail requirements and overall 
scrutiny are extremely high, as trial managers work to reduce the likelihood of 
error, and to ensure availability of all relevant information in a timely manner in 
case difficulties emerge during the course of a study 
 

2. one consequence of this greater degree of scrutiny and risk-aversion has been, 
ironically, a tendency to keep the study management process internal to the 
organisation, with less outsourcing of software provision, and thereby less 
innovation.  So, while the preclinical market has moved steadily over a number 
of years to automate the study data collection and management processes, the 
early-stage clinical market is more spreadsheet- and even paper-based and 
involves higher levels of manual intervention. 
 

3. it has become established market practice that early phase clinical trials are 
almost entirely undertaken by CROs and/or hospital research clinics (unlike the 
preclinical market, where the larger pharma companies still undertake a number 
of studies themselves).  Now that ALPHADAS resides within Instem, there is 
clearly a major opportunity to market the product to the Big Pharma group and 
study sponsors globally, a group where Instem already enjoys strong 
relationships.  Further, now that the earn-out constraints are removed, Instem 
Clinical will be more directly and fully integrated into the broader group sales 
infrastructure.   
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How software can help early stage clinical studies 

The incorporation of Electronic Data Capture (EDC) within the clinical marketplace offers 
a much better level of automation, audit trail and consistency of data than the use of 
manual pen & paper systems, or Excel spreadsheets.  Within the early phase clinical 
setting, data capture can be much more direct and sourced from the relevant 
instruments, becoming essentially event-driven rather than forms-based, allowing : 

 faster capture – no need for human intervention (and thereby delay) 

 data captured at bedside – errors immediately addressed 

 correct timing of data capture often critical to value or validity of data; again software 
removes risk of missing the correct window 

 virtual elimination of data queries, and enhanced compliance management 

 remote real time data monitoring and review 

 immediate addition and highlighting of unexpected events 

 

The areas of work where such a suite can be utilised include : 

 volunteer recruitment (clearly irrelevant in preclinical animal-based trials) 

 verification of pharmacy 

 management of specimens taken from volunteers 

 recording of bedside data (vital signs, subjects’ comments etc) 

 

Essentially, EDC offers a more reliable and more timely method of capturing data, and 
one which immediately allows the data to be made available broadly across an 
organisation.  This can reduce errors, eliminate gaps in information, and allow early 
focus on unusual or unexpected results, which might signal dangerous outcomes in 
other patients and call for an immediate change or halt to the trial.  
 
Phase 1 studies are becoming more complex (and difficult to manage) as there is an 
increasing trend to use patients suffering from the relevant illness, as well as simply 
healthy volunteers, in Phase 1.  In this environment, the range of data being captured 
may be increased, and the benefits of a strong EDC platform are amplified.  
In particular, the involvement of patients as well as healthy volunteers can often add an 
additional site to the study infrastructure – a hospital or clinic, instead of the CRO’s 
purpose-built drug trial centre.  This increases the difficulty of ensuring comparability of 
the results between the two sites, and thereby amplifies the benefits of EDC systems, 
with their greater degree of automation and structure.  

FDA submission protocols 

The FDA, in late 2014, began the process for mandatory submission of preclinical data 
using the SEND standard (Standard for Exchange of Non-clinical Data) and clinical 
data using SDTM (Study Data Tabulation Model).  SEND is already driving uptake in 
the use of software within certain areas of preclinical study management, as study 
managers must ensure compliance with the relevant regulations in time for submission 
of the relevant data around studies soon to commence. 
 
Clearly, full automation and rigorous workflow management should also allow studies 
to meet the requirements of SDTM in a consistent and reliable way – avoiding data 
loss, lack of integrity or comparability between studies and sites, and keeping costs 
low.    Arguably, in a world where data around such critical studies must be recorded, 
stored, managed and submitted in a highly managed and verifiable manner, the 
benefits of a software platform should speak for themselves.  
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Instem and the clinical markets 

As described above, Instem has been active for many years in the market for preclinical 
study management software.  A move into the clinical marketplace therefore represents 
both an opportunity and a risk.   

We highlight below a number of positive and negative factors around Instem’s 
involvement in the clinical marketplace. 

Reasons why Instem should succeed in the early phase clinical segment 

- there exists a clear revenue opportunity for software solutions 
- the market is arguably a natural extension of the preclinical work that the group 

does, and the market that it dominates 
- the clinical market is less automated in its current form than the preclinical 

space, so the potential for a rapid shift toward automation via software suites is 
arguably greater 

- some of Instem’s existing customers are already active in both preclinical and 
clinical study management, so these should be a natural base for cross- and 
up-selling 

- the standards of SDTM and SEND are the clinical and preclinical versions of 
the US-mandated data interchange formats; Instem’s knowledge of each should 
help with the other 

 

The risks that Instem faces in such a move  

- Instem’s history has largely been in the preclinical market, so a move into the 
clinical segment comes with a degree of risk as with any move into a less well-
known sector 

- Clinical markets, by definition, involve studies on human subjects requiring strict 
compliance with personal data confidentiality and an increased risk of litigation 
in the event of software or study failure 

- There must be an element of risk that, by stretching into the clinical 
marketplace, Instem loses some of its current valuable focus on the preclinical 
market 

 

Overall, it seems clear that, as long as management can contain the risks and make a 
steady and measured step into the clinical segment, this should offer significant potential 
upside, without uncontrollable risk to the business. 

It has been estimated that the market for early phase clinical study software could be 
worth of the order of £15-20m per annum. 

As a final thought, it is also obvious that, by expanding into the clinical arena, Instem 
opens up dramatically the range of acquisition opportunities for expanding the group. 
The management team are keen to continue the acquisitive growth that has been 
achieved; it dilutes down the exposure to the Provantis cornerstone product, and it can 
offer earnings enhancement.  Recent deals appear to have performed well, and the 
extension into clinical should create further opportunities over time. 

 
Finally, there is the potential to evolve an early stage clinical version of the submit 
product – for regulatory data collation and submission, and to allow collation of both 
pre-clinical and clinical data, a unique offering for Instem clients.  Given the increased 
focus on regulatory collection of information and cross-comparison, the requirements 
for such submissions will steadily grow over time, again increasing the value in a full 
EDC suite over other methods.  
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Competitive landscape 

Given the clear potential within the early phase clinical markets, there are a number of 
other participants in the marketplace : 

Omnicomm – TrialOne (US OTC – Mkt Cap $15m) 

Currently Instem’s greatest challenger for market leadership in early phase clinical study 
management software, OmniComm’s TrialOne product appears to offer support for 
multiple devices and a variety of clinical instruments (for Direct Data Capture), as well 
as CDISC standard support for data reporting in required formats. 

While an established player in later stage clinical markets, OmniComm entered the early 
phase clinical market more recently, winning, among others, Covance, Quintiles and 
Pfizer as customers for early phase study management software during 2013/14. 

Oracle – LabPas (NYSE Listed - Mkt Cap $174bn) 

Historically LabPas was a material competitor in the early phase clinical market, but we 
understand that Oracle has effectively declared the product “end of life”.  It is believed 
that Oracle plans to extend Inform, an existing late phase clinical study management 
product, to address early phase studies.  The challenges of such a re-purposing relate 
mainly to the difficulties of incorporating data from a wide variety of instruments and 
measurement devices, which can realistically be automatically incorporated in early 
phase studies, but which is largely impractical for geographically dispersed later phase 
clinical programmes.  We understand also that, in common with many Oracle products, 
Inform requires a significant degree of study-specific configuration – this may be 
warranted for a Phase II or Phase III study lasting a year and involving hundreds or 
thousands of subjects, but is a poor use of time when a study may involve only 30 
subjects for a period of ten or twenty days.  

Parexel - Perceptive Initiator (NASDAQ Listed – Mkt Cap $3.6bn) 

As with the Oracle LabPas product, Parexel have widely let it be known that the Initiator 
platform is being discontinued.  Parexel does not, to our knowledge, have a replacement 
software platform.   

Other late stage players with early phase versions 

There are a number of other software providers who have traditionally focussed on the 
late phase clinical studies (with their larger numbers of study subjects and their 
traditionally longer durations).  These groups face a challenge in that their normal 
model is to sell software which is largely forms-based and involves manual data entry, 
rather than linking directly via electronic data collection methods normally utilised in 
preclinical platforms.  Nevertheless, some of these groups are aiming to evolve or 
develop early phase products to augment their late phase presence.  These 
companies can also benefit from the pressure they are able to bring to bear on early 
phase CROs whose early phase trial sponsors (ie customers) are often long term 
users of the software in later stage trials 
 
Medrio (Unlisted) – with its cloud-based early phase product (M-1), Medrio is active in 
this segment as well as later phase markets.   
 
Clinical Ink (Unlisted) – with a degree of apparent focus on early phase clinical, we 
believe that Clinical Ink is active in the segment.  Based on our analysis, we believe 
that Clinical Ink was the Retroscreen (now hVIVO) incumbent software provider prior to 
Instem winning Retroscreen, announced in August 2013.    
 
Datatrak International (US OTC – Mkt Cap $9m) – cloud-based offering with focus 
on the clinical study market (all phases) but without obvious focus on the early phase 
market. 



8 December 2015 

 

 
9 

The Logos acquisition – and earn-out acceleration 

Initial deal 

Instem acquired Logos in May 2013, paying up to £5m in a mixture of cash and shares, 
with £0.55m paid upfront, and the remainder deferred and contingent.  The main product, 
ALPHADAS, is a market-leading software suite offering electronic data capture and 
automation of trial sites for early stage clinical study operation. 

The then-previous twelve months performance showed revenue of c.£0.75m (12m to 
September 2012).  Around half of this revenue base was recurring in nature, and the 
sales figure showed growth of over 110% on the prior year.  At these levels of sales, 
Logos was modestly profitable (EBITDA £66k).  

Newsflow since acquisition 

We have highlighted below the announced contract wins and other newsflow for Instem 
Clinical (the new name for Logos within the group) :  

 

July 2013 – “high six-figure GBP perpetual licence”  

September 2014 – results included details of contract wins in Instem Clinical : “a SaaS 
(Software as a Server) contract with Nuvisan, a strong reference CRO client in an 
attractive German market, and a further agreement was signed with CRU Hungary, a 
hospital based Clinical Research Center” 

March 2015 – full year results included the following comment on the performance of 
Instem Clinical during the 2014 calendar year : “new business across Europe was 
particularly strong for ALPHADAS, whilst several opportunities in North America were 
delayed as early phase clinical CROs continued to restructure and realign their resource 
requirements”. 

May 2015 – three ALPHADAS contracts announced, worth in total £1.4m in Europe, 
Canada and the USA, from two new customers and one extended relationship. Most of 
the £1.4m is likely to be recognised during 2015 

 

In particular, we would note that the three contracts announced in May 2015 
equate in value terms to more than the entire revenues in the Logos business in 
its FY12 and FY11 added together – clearly, the business, in its new guise as 
Instem Clinical, is performing well. 

 
It is against this positive background that the company has announced the acceleration 
and early termination of the earn-out structure.  We discuss the details overleaf, but 
given the newsflow above, it is clear that the acquisition has been a very strong 
performer since the transaction, and that both parties are likely to feel that the deal has 
been positive.   
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Acceleration of transaction payments 

Last week’s RNS highlights the early conclusion of the earn-out period; Instem has 
paid some £1.7m, of which £1.0m is in shares, and £0.7m cash (deferred until July 
2016 and July 2017).  This has been accepted as payment of a potential total £1.9m 
deferred and contingent consideration – the vendors presumably prepared to sacrifice 
a modest proportion of the total value in return for early settlement and a reduction in 
(already presumably modest) risk.  We have adjusted our expectations for cash and 
numbers of shares for FY16 and beyond.  The table below shows the amounts paid: 
 

LOGOS TECHNOLOGIES ACQUISITION PAYMENTS 

 

£m Cash Shares Total 

    

May 2013 0.6  0.6 

Feb 2014 0.2 0.2 0.4 

Aug 2014 0.4 0.4 0.8 

Aug 2015 0.7 0.7 1.3 

Nov 2015  1.0 1.0 

Jul 2016 0.4  0.4 

Jul 2017 0.4  0.4 

    

Total 2.5 2.3 4.8 

    
 

Source: Company information, Progressive Equity Research 

Rationale for early payment – and what it shows 

Many acquisitions are structured to involve an earn-out payment which is deferred (to 
help the purchaser fund the transaction over time) and contingent (to reduce risk and 
help keep the vendor focussed on performance of the unit post acquisition).  Here, 
however, lies the problem – the “unit” must be retained post-acquisition in roughly 
continuous and autonomous form, to allow accurate measurement of sales made, 
costs incurred and thereby the level of contingent consideration to be paid.   
 
In certain circumstances, this continuation of the acquired business “as-is” can be 
perfectly valid, and place no constraints on growth.  Sometimes, however, it constrains 
true integration, and vendors can be prone to promoting short-term high-value deals at 
the expense of longer-term recurring revenue and shareholder value.  This is likely to 
become most acute towards the end of an earn-out, when the value of recurring 
revenue rapidly diminishes in the final months, relative to large one-off licence sales.   
 
Sometimes, especially when a business is performing strongly, the benefit of clear 
delineation (in terms of allowing accurate consideration measurement) is outweighed 
by the potential broader benefits of terminating the earn-out period early to ensure that 
long-term shareholder value is built.   
 
This is, we believe, likely to have been the situation in Instem’s case. The vendors 
were also prepared to accept a (modest) reduction in return for early settlement. 
 
In this case, we suggest that the early conclusion of the deal suggests four things : 

1. Instem Clinical is trading well (obviously from the newsflow on the previous 
page) and expected by Instem management to continue to do so 

2. Instem itself is performing well, giving management the confidence (and the 
cash) to push faster with the Instem Clinical integration 

3. The group sees considerable benefit in the ability to more rapidly cross-sell 
and drive long term value from Instem Clinical, even at the potential 
expense of short-term revenue 

4. The higher proportion of shares indicated that the vendor has confidence in 
the prospects of the group as a whole  
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Summary 

An attractive market adjacency 

The early phase clinical trials market offers a large and potentially receptive segment 
into which Instem should be able to sell its study-management products and skillsets. 

In terms of market dynamics, the potential abating of the downward pressure in these 
preclinical and early phase clinical markets could render the move very well timed.  The 
current recovery in preclinical and early phase clinical compound trials could well be a 
steady rebound following some difficult years as the big pharma groups battled to 
combat the effects of the “patent cliff”.  Preclinical compound numbers have increased 
11% year-on-year, following many years of anaemic growth. 

Instem’s move into the marketplace, as we have described, was through the Logos deal, 
which appears to have been priced sensibly, and has already delivered on a material 
group of contracts and revenues.   

Overall, the push into early phase clinical markets involved a degree of risk for Instem; 
risk in the purely financial sense if Instem Clinical had failed to deliver, but also risk of a 
loss of focus on preclinical customers, together with brand and reputational damage had 
the foray been seen as a failure. 

 

Early payment demonstrates strength of Logos – and of the wider group 

On the basis that Instem has chosen to accelerate the earn-out payment, we believe 
that investors should take a good degree of comfort with regard to Instem Clinical itself, 
with regard to Instem more broadly, and finally with regard to management’s dedication 
to driving long-term value through multi-year recurring revenue streams.   

 

Demonstration of strategic intent 

Investors should not overlook the importance of Instem Clinical from an Instem-strategic 
viewpoint; the Instem management have done a good job of shepherding the Provantis 
product through some difficult years and tough times, and the preclinical study 
management software market is recovering.  Nevertheless, that market is relatively well 
served, and is arguably becoming relatively mature.  The Logos deal, and the push into 
the early phase clinical space more generally, should be seen not just as a near-term 
tactical push; they are also evidence of a management approach and strategy that, when 
executed effectively, could set the tone and style of Instem’s growth for many years to 
come. 
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INSTEM – Financial forecasts 

Year ended December FY-13A FY-14A FY-15E FY-16E FY-17E 

£m unless stated      

Profit & Loss      

Revenue 11.4 13.4 15.3 16.2 17.0 

Adj EBITDA 1.8 1.9 2.3 2.8 3.2 

Adj EBIT 1.1 1.1 1.4 1.7 1.9 

Reported PBT 0.7 0.2 1.1 1.4 1.9 

PBT before exceptionals and AAG 1.2 0.9 1.8 2.1 2.7 

Fully adj PBT 1.2 1.1 1.8 2.1 2.4 

NOPAT 0.8 0.8 1.0 1.2 1.3 

Reported EPS (p) 4.5 1.2 5.7 6.9 9.7 
EPS before exceptionals and AAG 
(p) 7.3 4.9 10.0 11.6 14.8 

Fully adj EPS (p) 8.6 8.3 10.1 11.6 13.1 

Dividend per share (p) 0.0 0.0 0.0 0.0 0.0 

Cash flow & Balance sheet      

Operating cash flow 2.4 1.3 1.7 2.8 3.0 

Free Cash flow £m 1.9 0.9 0.8 1.6 1.5 

FCF per share p 15.7 7.2 6.8 12.3 12.0 

Acquisitions (1.6) (0.3) (1.3) (0.4) (0.4) 

Disposals 0.0 0.0 0.0 0.0 0.0 

Shares issued 0.0 0.0 0.0 0.0 0.0 

Net cash flow 0.3 0.6 (0.5) 1.2 1.1 

Overdrafts / borrowings / other 0.0 0.0 0.0 0.0 0.0 

Cash & equivalents 2.1 1.7 1.2 2.4 3.5 

Net (Debt)/Cash 2.1 1.7 1.2 2.4 3.5 

      

NAV and returns      

Net asset value 5.0 5.4 6.1 7.0 8.3 

NAV/share (p) 0.4 0.5 0.5 0.6 0.7 

Net Tangible Asset Value (7.9) (7.0) (5.3) (3.3) (2.0) 

NTAV/share (p) (0.7) (0.6) (0.4) (0.3) (0.2) 

Average equity 5.0 5.2 5.8 6.6 7.6 

Post-tax ROE (%) 10.6% 2.9% 12.3% 13.6% 16.3% 

      

Metrics FY-13A FY-14A FY-15E FY-16E FY-17E 

Adj EBIT growth  -4.6% 29.2% 19.8% 13.2% 

Adj PBT growth  -9.7% 66.4% 20.1% 12.6% 

Adj EPS growth  -4.3% 21.8% 15.5% 12.6% 

Dividend growth n/a n/a n/a n/a n/a 

Adj EBIT margins 10.1% 8.1% 9.2% 10.4% 11.2% 

           

Valuation FY-13A FY-14A FY-15E FY-16E FY-17E 

EV/Sales 2.2 1.9 1.6 1.5 1.5 

EV/EBITDA 14.0 13.4 11.0 8.8 7.7 

EV/NOPAT 31.1 32.6 25.3 21.1 18.6 

PER 24.1 25.2 20.7 17.9 15.9 

Dividend yield 0.0% 0.0% 0.0% 0.0% 0.0% 

FCF yield 7.6% 3.5% 3.3% 5.9% 5.8% 
 

Source: Company information, Progressive Equity Research estimates 
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Disclaimers and Disclosures 

Copyright 2015 Progressive Equity Research Limited (“PERL”).  All rights reserved.  PERL provides professional equity research 
services, and the companies researched pay a fee in order for this research to be made available.  This report has been 
commissioned by the subject company and prepared and issued by PERL for publication in the United Kingdom only.  All 
information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable; 
however, PERL does not guarantee the accuracy or completeness of this report.  Opinions contained in this report represent 
those of the research department of PERL at the time of publication, and any estimates are those of PERL and not of the 
companies concerned unless specifically sourced otherwise.  PERL is not regulated by the Financial Conduct Authority (FCA). 

This document is provided for information purposes only, and is not a solicitation or inducement to buy, sell, subscribe, or 
underwrite securities or units.  Investors should seek advice from an Independent Financial Adviser or regulated stockbroker 
before making any investment decisions.  PERL does not make investment recommendations.  Any valuation given in a research 
note is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price.  PERL does not 
undertake to provide updates to any opinions or views expressed in this document. 

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the 
United Kingdom.  This document is a marketing communication under FCA Rules.  It has not been prepared in accordance with 
the legal requirements designed to promote the independence of investment research.  It is not subject to any prohibition on 
dealing ahead of the dissemination of investment research. 

PERL does not hold any positions in the securities mentioned in this report.  However, PERL’s directors, officers, employees and 
contractors may have a position in any or related securities mentioned in this report.  PERL or its affiliates may perform services 
or solicit business from any of the companies mentioned in this report. 

The value of securities mentioned in this report can fall as well as rise and may be subject to large and sudden swings.  In addition, 
the level of marketability of the shares mentioned in this report may result in significant trading spreads and sometimes may lead 
to difficulties in opening and/or closing positions.  It may be difficult to obtain accurate information about the value of securities 
mentioned in this report.  Past performance is not necessarily a guide to future performance.

 


