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Strategic step in Safety 

Instem, a leading provider of software and services to the early-
stage drug development healthcare market, has announced the 
acquisition of France-based Notocord, a profitable software 
business active in the pre-clinical Safety Pharmacology market. With 
a maximum consideration of €4.2m (£3.5m) the deal is relatively 
small, but is consistent with the group’s strategy of pre-clinical 
software market consolidation. We make modest upgrades to 
earnings forecasts (EPS +14% 2017E). 

 Deal details: Notocord reported revenue of €2.25m and operating 

profit of €0.7m for the year to December 2015. The maximum 
consideration is €4.2m payable entirely in cash. Of this, €2.2m is 
contingent on certain financial and operational targets being met 
between now and March 2018. This equates to a multiple of 1.9x 
historic turnover and 6x historic EBIT, comparable figures with the 
multiples paid for the Samarind acquisition in May 2016.  

 Strategically sensible: The Notocord transaction is consistent with 

Instem’s stated strategy of pre-clinical software market consolidation. 
Notocord’s core product is Notocord-hem, a modular, telemetry-based 
safety pharmacology data collection software suite.  In our view the 
business has a good strategic fit with Instem’s existing Provantis 
business, offering the ability to enhance the submit™ solution that 
supports the US Food and Drug Administration’s SEND mandate 
(Standard for the Exchange of Nonclinical Data) by integrating another 
key data collection source. Notocord has sold over 1,500 licenses 
around the world. Corporate customers include Sanofi, Merck & Co 
and Pfizer, with the company also having sold software to hospitals, 
research laboratories and academic institutions 

 Accretive deal; forecasts increased: For FY2017, the first full year 

of consolidation, we upgrade revenue, EBITDA and EPS by 9%, 11% 
and 14% respectively. Our revised forecasts are summarised below 
and overleaf.    

Following the May-16 Samarind acquisition, Notocord is the second M&A 
transaction subsequent to the February-16 fundraising. Instem has a solid 
track record of M&A, which gives confidence in the outlook for Notocord. 
With the regulatory backdrop remaining favourable, we see solid potential 
for revenue synergies from integrating Notocord into the Instem Group 
and await a further update with the interim results due on September 19.   
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FYE DECEMBER 2013 2014 2015 2016E 2017E 

Revenue 11.4 13.4 16.3 18.8 21.8 

Adjusted EBITDA 1.8 1.9 2.5 2.9 4.0 

Adjusted PBT 1.2 1.1 1.7 2.3 3.3 

Adjusted EPS (P) 8.6 8.3 12.9 10.3 14.5 

EV/ Sales 3.4x 2.9x 2.4x 2.1x 1.8x 

EV/ EBITDA 22.1x 21.1x 15.6x 13.5x 9.8x 

P/E 31.9x 33.3x 21.4x 26.6x 18.9x 

Source: Company Information and Progressive Equity Research estimates 
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Details on Notocord 

Notocord was founded in 1989 and is headquartered west of Paris, France with a 
presence in New Jersey, USA. The company employs 16 staff and provides software 
solutions for data acquisition and analysis, with a particular focus on the pre-clinical 
Safety Pharmacology market.  The business has sold over 1,500 licenses around the 
world. Corporate customers include Sanofi, Merck & Co and Pfizer, with the group also 
having sold software to hospitals, research laboratories and academic institutions.  
Sales have been stronger in Europe and Japan, but with some penetration in the USA. 

Notocord is profitable, reporting turnover of €2.25m and operating profit of €0.7m for 
the year to December 2015. Revenue visibility is good, with around €1.2m of turnover 
being recurring in nature.  

Notocord’s core product is Notocord-hem, a modular, telemetry-based safety 
pharmacology data collection software suite. The software is designed to acquire, 
display and analyse physiological signals in real-time for incorporation in pre-clinical 
safety studies; the product is a natural fit with Instem’s Provantis study management 
software.  Notocord also offers a strategic benefit to Instem via the potential to 
enhance its submit™ solution that supports the US Food & Drug Administration’s 
SEND mandate (Standard for the Exchange of Nonclinical Data); integrating another 
key data collection source into the submit™ platform adds to its attractiveness. 

Notocord-fps is also a data collection and analysis tool based upon field-potential 
signals from iPSC (induced Pluripotent Stem Cell) cardiomyocytes.  Notocord’s next 
generation product is Notocord-sense, encompassing functionality included in the 
existing hem and fps suites.  

In addition to software, Notocord has a service offering including consultancy, 
installation, maintenance, support and training.  

Details on the deal and revised forecasts 

The consideration is payable wholly in cash, and priced at a headline value of €4.2m 
(£3.5m). The initial consideration was €2.0m (£1.8m), with the remainder contingent on 
certain financial and operational targets being met between now and March 2018. 
Notocord is being acquired debt-free.  

The implied enterprise value of €4.2m equates to 1.9x historic sales and c6.0x historic 
EBIT. These are similar multiples to that paid for the Samarind acquisition announced 
in May 2016.  As with Samarind, we view the price paid as a fair one and see solid 
synergy potential from cross-selling and operational integration. The deal is described 
as being earnings-enhancing, and although we have taken hopefully a cautious view 
on the post-acquisition performance of Notocord, even on these prudent estimates, the 
deal appears to make good financial as well as strategic sense.  

Following the deal, we make changes to forecasts as shown in the table below. Note 
we have assumed four months’ contribution to 2016 financials. 

CHANGES TO FORECASTS 

£m unless stated 
FY16E 

Old 
New 

Change 
(%) 

FY17E 
Old 

New 
Change 

(%) 

Revenue 18.3 18.8 2.9% 20.0 21.8 8.9% 

Adj EBITDA 2.9 2.9 0.0% 3.6 4.0 11.0% 

Fully adj PBT 2.3 2.3 0.0% 2.9 3.3 13.5% 

Fully adj EPS (p) 10.3 10.3 0.0% 12.8 14.5 13.5% 
 

Source: Progressive Equity Research estimates 
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SUMMARY FINANCIALS 

 

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

£m unless stated 
     Profit & Loss 
     Revenue 11.4 13.4 16.3 18.8 21.8 

Adj EBITDA 1.8 1.9 2.5 2.9 4.0 

Adj EBIT 1.1 1.1 1.7 1.6 2.3 

Reported PBT 0.7 0.2 (0.4) 1.3 2.4 

PBT before exceptionals and AAG 1.2 0.9 0.3 2.3 3.6 

Fully adj PBT 1.2 1.1 1.7 2.3 3.3 

NOPAT 0.8 0.8 1.2 1.1 1.6 

Reported EPS (p) 4.5 1.2 (3.5) 5.5 9.6 

EPS before exceptionals and AAG (p) 7.3 4.9 1.5 10.3 15.9 

Fully adj EPS (p) 8.6 8.3 12.9 10.3 14.5 

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 1.5 3.4 

Free Cash flow £m 1.9 0.9 2.3 0.3 1.8 

FCF per share p 15.7 7.2 17.7 2.0 11.3 

Acquisitions (1.6) (0.3) (0.9) (3.4) (2.2) 

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 1.6 (0.4) 

Overdrafts / borrowings / other 0.0 0.0 0.0 0.0 0.0 

Cash & equivalents 2.1 1.7 2.2 3.8 3.4 

Net (Debt)/Cash 2.1 1.7 2.2 3.8 3.4 

      NAV and returns 
     Net asset value 5.0 5.4 6.6 12.2 13.7 

NAV/share (p) 42.3 45.2 53.3 78.1 87.9 

Net Tangible Asset Value (7.9) (7.0) (5.4) (0.4) 1.7 

NTAV/share (p) (67.3) (58.5) (43.7) (2.8) 10.6 

Average equity 5.0 5.2 6.0 9.4 12.9 

Post-tax ROE (%) 10.6% 2.9% -7.1% 9.2% 11.8% 

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

Adj EBIT growth 
 

-4.6% 56.8% -5.1% 44.5% 

Adj PBT growth 
 

-9.7% 59.2% 35.4% 42.7% 

Adj EPS growth 
 

-4.3% 55.7% -19.6% 40.3% 

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

Adj EBIT margins 10.1% 8.1% 10.5% 8.6% 10.7% 

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

EV/Sales 3.4 2.9 2.4 2.1 1.8 

EV/EBITDA 22.1 21.1 15.6 13.5 9.8 

EV/NOPAT 49.0 51.4 32.8 34.5 23.9 

PER 31.9 33.3 21.4 26.6 18.9 

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

FCF yield 5.7% 2.6% 6.4% 0.7% 4.1% 
 

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. 


