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Strong FY15 results 

Instem has delivered a strong set of FY15 results. Revenues grew by 
22% YoY, accompanied by a 43% improvement in EBITDA and a 
strong improvement in cash generation. The Provantis and 
ALPHADAS suites remain the key growth drivers, with the submit 
product also reporting solid commercial progress. We make no 
material changes to estimates, but believe the growth outlook to be 
increasingly bright.  

 Strong FY15 results: FY15 results saw impressive growth in the key 

metrics. Revenues were up by 22% over FY14, with a 43% 
improvement in EBITDA to £2.5m. Adjusted EPS of 13.3p compares 
with 8.4p for FY14. Cash generation was strong, with net cash 
generated from operations growing five-fold to £2.5m. Note the closing 
£2.2m net cash position excludes the (oversubscribed) net £4.7m 
fundraise completed in February 2016.  

 Provantis and ALPHADAS performing strongly:  Each of the five 

business lines reported growth, with increased sales of the Provantis 
(the group’s primary pre-clinical suite) and ALPHADAS (early phase 
clinical) products being the key drivers. Provantis continues to benefit 
from increasing volumes of drug trials, with a number of licence sales 
displacing legacy in-house systems. ALPHADAS generated record 
levels of new business during 2015, having added five new clients 
during the year.  

 Submit reporting good commercial progress: The group’s 

submit suite also continues to perform strongly, with Instem 
believing it has secured the majority of all new business placed in the 
SEND space during 2015. Instem announced yesterday that four new 

contracts have been signed for submit, worth $800,000 in total. The 
largest was with a global top-10 pharma company and two were from 
Japanese clients.  As a result of the increased demand for SEND, 
Instem strengthened the development, sales and implementation 
teams during 2015, notably with the hiring of two market-facing 
consultants, both of whom were heavily involved in the development of 
SEND. 

Overleaf we detail some very modest changes to estimates to reflect the 
detail of FY15.  We note the positive commentary in the outlook 
statement, and await further colour on the group’s plans for utilising the 
proceeds of the fundraise, with the interim results due September 2016.  
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YEAR TO DEC FY-13A FY-14A FY-15A FY-16E FY-17E 

Revenue 11.4 13.4 16.3 17.5 18.3 

Adjusted EBITDA 1.8 1.9 2.5 2.8 3.3 

Adjusted PBT 1.2 1.1 1.7 2.2 2.6 

Adjusted EPS (p) 8.6 8.3 12.9 10.0 11.7 

EV/Sales 2.3x 2.0x 1.6x 1.5x 1.4x 

EV/ Adj. EBITDA 14.8x 14.1x 10.5x 9.3x 7.9x 

P/E 24.9x 26.0x 16.7x 21.5x 18.4x 

Source: Company Information and Progressive Equity Research estimates 
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Changes to forecasts – FY16E revenue upgraded 

We choose to make a modest change to our FY16E revenue estimates to reflect some 
of the detail within the FY15 results – essentially both revenues and costs were around 
£1m above our expectations.  This reflects the increased level of success being seen 
(as described above) across a range of product lines, and also the enhanced levels of 
investment being made in both technology and sales resources to maximise the 
group’s long-term return on the market opportunity.  

We therefore raise 2016E sales estimates by £1.3m from £16.2m to £17.5m, but 
leaving EBITDA unchanged at £2.8m.  Our EPS forecast is materially unchanged at 
10.0p.  We make similar upgrades to 2017E on the same basis.  

 

Additional perspective on FY15 outcome 

The 2015 outcome for Instem represents a major step forward for the group in a 
number of ways : 

 “Breaking out” of the range of £10-13m for revenues generated during the years 

2009-2014.  The group’s strategy of logical extension via acquisition has arguably 
been held back by a number of market headwinds in recent years.  Perhaps 2015, 
with a more benign backdrop, has allowed the value of the expanded product suite 
to begin to show through. 

 Strength in depth – the acquisition strategy described above has led to the 

group’s presence being significantly broader, addressing study management and 
data submission aspects of pre-clinical studies, and now (via ALPHADAS) the early 
phase clinical market.  Combined with steadily-increasing geographic coverage, 
notably in the USA and now Japan and China, the group’s reliance on any one 
product suite, geography or client is gradually being reduced. 

 SEND beginning to drive performance – although still relatively small, the SEND 

product revenues (the submit product) are gradually building, and as the industry 
continues to adopt the necessary technology to meet regulatory deadlines, we 
would expect Instem to maintain a strong market share.  As described in our note 
“SEND for the cavalry” (19 March 2015), we believe the market opportunity to be 
extremely large.  

 

Overall, 2015 results reported today both demonstrate the strong strategic logic of 
what the group has already built, and point the way to future progression.  The 
company recently raised some £5m (gross) to allow further investment in key areas, 
and we await further detail on where and how management plans to deploy this 
additional capital.  
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SUMMARY FINANCIALS 

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

£m unless stated 
     Profit & Loss 
     Revenue 11.4 13.4 16.3 17.5 18.3 

Adj EBITDA 1.8 1.9 2.5 2.8 3.3 

Adj EBIT 1.1 1.1 1.7 1.7 2.1 

Reported PBT 0.7 0.2 (0.4) 1.5 2.1 

PBT before exceptionals and AAG 1.2 0.9 0.3 2.2 2.9 

Fully adj PBT 1.2 1.1 1.7 2.2 2.6 

NOPAT 0.8 0.8 1.2 1.2 1.5 

Reported EPS (p) 4.5 1.2 (3.5) 6.1 8.8 

EPS before exceptionals and AAG (p) 7.3 4.9 1.5 10.0 13.1 

Fully adj EPS (p) 8.6 8.3 12.9 10.0 11.7 

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 2.7 1.9 3.0 

Free Cash flow £m 1.9 0.9 2.3 0.7 1.6 

FCF per share p 15.7 7.2 17.7 4.5 9.9 

Acquisitions (1.6) (0.3) (0.9) (0.4) (0.4) 

Disposals 0.0 0.0 0.0 0.0 0.0 

Shares issued 0.0 0.0 0.0 4.7 0.0 

Net cash flow 0.3 0.6 1.0 5.0 1.2 

Overdrafts / borrowings / other 0.0 0.0 0.0 0.0 0.0 

Cash & equivalents 2.1 1.7 2.2 7.2 8.3 

Net (Debt)/Cash 2.1 1.7 2.2 7.2 8.3 

      NAV and returns 
     Net asset value 5.0 5.4 6.6 12.3 13.6 

NAV/share (p) 0.4 0.5 0.5 0.8 0.9 

Net Tangible Asset Value (7.9) (7.0) (5.4) 1.7 3.2 

NTAV/share (p) (0.7) (0.6) (0.4) 0.1 0.2 

Average equity 5.0 5.2 6.0 9.4 13.0 

Post-tax ROE (%) 10.6% 2.9% -7.1% 10.0% 10.7% 

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

Adj EBIT growth 
 

-4.6% 56.8% 1.9% 21.5% 

Adj PBT growth 
 

-9.7% 59.2% 30.1% 18.4% 

Adj EPS growth 
 

-4.3% 55.7% -22.2% 17.1% 

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

Adj EBIT margins 10.1% 8.1% 10.5% 9.9% 11.6% 

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

EV/Sales 2.3 2.0 1.6 1.5 1.4 

EV/EBITDA 14.8 14.1 10.5 9.3 7.9 

EV/NOPAT 32.7 34.3 21.9 21.5 17.7 

PER 24.9 26.0 16.7 21.5 18.4 

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

FCF yield 7.3% 3.3% 8.2% 2.1% 4.6% 
 

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

Copyright 2016 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 authorised and regulated by the Financial Conduct 
Authority (FCA) of the United Kingdom (registration number 697355). 

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.  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.

 


