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genedrive plc 
Progressing commercialisation plans 
genedrive plc (GDR) is a commercial-stage company focused on point-of-care/need 
molecular diagnostics and biomarkers. Its Genedrive® molecular diagnostic testing 
platform is at the forefront of this technology, offering a rapid, low-cost, simple-
to-use device with high sensitivity and specificity in infectious disease diagnosis. 
Rapid analysis of patient samples greatly aids clinical and public health decision- 
making, with field testing particularly important in emerging markets. GDR has 
signed three commercial deals for its Genedrive HCV ID Kit to date, paving the way 
to accessing the multi-million-dollar market hepatitis C diagnosis market. 

► Strategy:  Now that the Genedrive technology platform has received CE 
Marking, the new management team has completely re-focused the company 
onto the commercialisation pathway for diagnosis of infectious diseases, signing 
two important commercial agreements with Sysmex, a major global player. 

► Interims:  Sales fell 9% in 1H’18 to £2.63m (£2.88m); however, Genedrive-
related income increased 8% to £1.29m (£1.24m), helped by early completion 
of the Department of Defense (DoD) contract. EBIT of -£2.4m (-£2.1m) was 12% 
better than forecast. Cash at the period-end was £4.6m. 

► Genedrive HCV:  GDR has signed two distribution deals for its HCV ID Kit with 
Sysmex for Africa and specific countries in SE Asia, and with ARKRAY for India. 
Sysmex has undertaken an independent verification field study, incorporated 
systems and processes, generated its first order, and re-ordered the kit.  

► Risks:  The platform technology has been de-risked through the receipt of CE 
Mark for its first two assays – hepatitis C and tuberculosis. The main risk is   
commercial, given that it often takes time for new technologies to be adopted. 
However, partnering with a major global player reduces this risk significantly. 

► Investment summary:  Genedrive technology ticks all the boxes described for an 
‘ideal’ in vitro diagnostic that satisfies the need for powerful molecular diagnostics 
outside the hospital setting. The hepatitis C market is a global opportunity, which 
is very large, even in developing countries. With strong commercial partners 
being signed for different territories/countries, early evidence of sales traction 
would highlight, in our opinion, the significant valuation anomaly that exists. 

 
Financial summary and valuation 
Year-end June (£000) 2015 2016 2017 2018E 2019E 2020E 
Sales 4,517 5,063 5,785 5,130 5,630 7,950 
Underlying EBIT -3,858 -5,259 -4,812 -5,566 -3,808 -2,716 
Reported EBIT -4,040 -5,426 -7,292 -5,687 -3,966 -2,937 
Underlying PBT -3,242 -6,330 -5,007 -5,972 -4,223 -3,139 
Statutory PBT -3,424 -6,497 -7,487 -6,093 -4,381 -3,360 
Underlying EPS (p) -28.3 -54.6 -21.4 -26.6 -17.4 -10.7 
Statutory EPS (p) -30.1 -56.2 -34.9 -27.3 -18.2 -11.7 
DPS (p) 0.0 0.0 0.0 0.0 0.0 0.0 
Net (debt)/cash 903 -3,877 -70 -3,665 -6,190 -8,176 
Capital increases 80 0 6,023 0 1,250 0 
P/E (x) -1.4 -0.7 -1.8 -1.4 -2.2 -3.6 
EV/sales (x) 1.8 1.6 1.4 1.6 1.4 1.0 

 

Source: Hardman & Co Life Sciences Research 
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Market data 
EPIC/TKR GDR 
Price (p) 38.5 
12m High (p) 60.0 
12m Low (p) 25.0 
Shares (m) 18.7 
Mkt Cap (£m) 7.2 
EV (£m) 8.1 
Free Float* 47% 
Market AIM 

*As defined by AIM Rule 26 

Description 
Genedrive is a disruptive platform 
designed to bring the power of 
central laboratory molecular 
diagnostics to the point-of-care/need 
setting in a low-cost device offering 
fast and accurate results, initially for 
diagnosis of serious infectious 
diseases such as hepatitis. 

 

Company information 
CEO David Budd 
CFO Matthew Fowler 
Chairman Ian Gilham 

 

+44 161 989 0245 
www.genedriveplc.com 

 

Key shareholders 
Directors 8.2% 
Calculus 16.2% 
M&G 13.1% 
Odey 12.8% 
Hargreave Hale 7.0% 
River & Merc. 5.6% 

  

Diary 
Jul-18 Trading update 
Oct-18 Finals 
  

 

   

 

Daily GDRG.L 11/04/2016 - 06/04/2018 (LON)
Line, GDRG.L, Trade Price(Last), 06/04/2018, 38.5000, 0.0000, (0.00%) Price

GBp

Auto

30

35

40

45

50

55

60

65

70

75

80

85

38.5000

M J J A S O N D J F M A M J J A S O N D J F M A
Q2 16 Q3 16 Q4 16 Q1 17 Q2 17 Q3 17 Q4 17 Q1 18

Analysts 
Martin Hall 020 7194 7632 

mh@hardmanandco.com 
Dorothea Hill 020 7194 7626 

dmh@hardmanandco.com 
Grégoire Pavé 020 7194 7628 

gp@hardmanandco.com 
 

mailto:mh@hardmanandco.com


genedrive plc  
 

  

12th April 2018 2 
 

Sales and gross margin 

 

 

► Historical sales are for non-core operations and 
Genedrive-related grant income 

► Over the forecast period, Genedrive sales more than offset 
the reducing DoD grant income 

► The Genedrive grant income is a relatively high-margin 
activity 

► Margins on Genedrive units and disposable cartridges will 
increase with rising volumes 

 

R&D investment 

 

 

► R&D investment is written off in the year in which it is 
incurred 

► To date, an estimated ca.£20m has been spent on R&D by 
the company since incorporation (although not spent 
exclusively on diagnostics) 

► Further investment is planned over the next three years to 
add more tests onto the Genedrive platform 

► Future investment will be largely dependent on the 
commercial success of the HCV test 

 

Free cashflow and FCF per share 

 

 

► The non-core services segment is profitable and cash 
generative; a disposal would provide a cash injection 

► The Services business is valued at around £2m – a discount 
reflecting the >1year duration during which a disposal has 
been sought 

► During the investment phase for the Genedrive launch, 
GDR is burning £3m-£4m cash p.a. 

► Forecasts are dependent on Genedrive gaining early sales 
traction and generating recurring disposable revenues 

 

Net cash/ Share issues 

 

 

► To date, GDR has raised only ca.£20m of capital and has 
received a modest level of non-equity grant funding (note 
that the funding has not been used solely to develop the 
Genedrive device) 

► The GHIF Convertible Bond ($8m) is out-of-the money and 
should be considered as long-term debt 

► There remains a possibility that non-core services will be 
disposed, generating cash for working capital purposes 
and boosting the balance sheet 

Source: Company data; Hardman & Co Life Sciences Research 
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Interim results 
Key features 
The announcement of the interim results provided management with the 
opportunity to update the market on the meaningful strides that have been made 
over the last six months. Headline financial information – sales and cash position – 
was reported to the market in the January trading statement, but overall underlying 
operating losses were 12% lower than forecast.  

Operational highlights 
► Genedrive:  The most significant event in 1H’18 was the receipt of CE Marking 

for the Genedrive HCV ID kit, which represents a significant endorsement of the 
technology. 

► Distribution:  GDR has signed exclusive distribution deals with Sysmex, a major 
global player in diagnostic instruments, reagents and related software, initially 
covering Africa and a number of countries in SE Asia. 

► Services:  Following the strategic decision to dispose of its Services division, 
enacting this has taken longer than expected. However, management has 
disclosed that it is in a period of exclusivity with a potential purchaser. 

 

Financial highlights 
► Sales:  As indicated in the January trading statement, reported sales fell 9% in 

1H’18 to £2.63m (£2.88m). More importantly, Genedrive-related income 
increased 8% to £1.29m (£1.24m), helped by early completion of the DoD 
contract. Non-core services sales declined 18% to £1.35m from an unusually 
high £1.65m in 1H’17.  

► Costs:  Overall costs for delivering the services emerged somewhat lower than 
expected at -£1.29m (-£1.84m), due largely to a turnaround in the pre-clinical 
research services business.  

► R&D:  Timing on R&D spend is always difficult to predict; however, the overall 
investment was 7% lower than forecast at £2.23m (-£2.36m). 

► Net cash/(debt):  GDR had already indicated its closing cash position at £4.55m, 
helped by receipt of a £1.2m R&D tax credit. Retranslation of the GHIF bond 
benefited from currency, offsetting the interest charge, which is being rolled up. 
The period-end loan was in line with forecasts at -£5.28m.  

 

Interim results – actual vs. forecasts 
Year-end June 1H’17 1H’18 1H’18 Delta 
(£000) actual actual forecast Δ 
Sales 2,882 2,633 2,580 +53 
Costs -1,837 -1,286 -1,460 +174 
SG&A -1,074 -1,200 -1,105 -95 
R&D -2,360 -2,233 -2,400 +167 
EBIT (underlying) -2,389 -2,086 -2,385 +299 
Pre-tax profit -3,003 -2,157 -2,395 +238 
EPS (p) -14.71 -8.76 -10.25 +15% 
Net cash/(debt) 209 -726 -750 +24 

Numbers may not add up precisely due to rounding 
Source: Hardman & Co Life Sciences Research 
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Operational update 

Commercial opportunity 
The sensitivity and specificity of molecular diagnostics has greatly improved the 
diagnosis of many conditions. However, improvements in these tests have come 
through increased volumes being performed on large-scale equipment in a 
laboratory/hospital. The goal of GDR is to offer a technology platform with all the 
advantages of molecular diagnosis, which can be used outside the 
hospital/laboratory setting. CE Marking of its Genedrive HCV ID kit makes GDR the 
first company to reach the market with a non-laboratory-based molecular test for 
hepatitis C. This adds to the CE Marking achieved already with its tuberculosis (mTB) 
test. The next step is to make the test available in appropriate markets through 
distribution deals. 

Meanwhile, GDR is looking to expand its menu of tests and to make further 
enhancements to its existing tests. For example, GDR was awarded, together with 
NHS Tayside and the University of Dundee, a £0.6m grant from Innovate (UK) for the 
development of a disposable centrifuge-free plasma separation consumable device 
that will support the future use of GDR’s HCV ID Kit closer to a point-of-care setting. 
The aim of this is to increase the level of diagnosis in people infected with HCV from 
the current level of about 20%, enabling more of them to get treatment. 

In addition, GDR has received a conditional offer of £1.1m from Innovate to part-
fund the development of improved sample preparation for its mTB test. 

Sysmex 
In order to maximise the opportunity ahead, GDR is looking to sign up large 
distribution partners in appropriate territories. To that end, it has signed two deals 
with Sysmex Corporation, a Tokyo-listed multi-national capitalised at about $13bn 
with annual sales of $2.2bn, covering EMEA and Asia Pacific (excluding India). Sysmex 
is ranked #8 globally in in vitro diagnostics (IVD), with a very strong presence in 
haematology, where it is ranked world #1.  

Field evaluation study 
As part of the transition to a commercially available product, Sysmex recommended 
local validation of the Genedrive HCV ID system. Results from a successful field study, 
independently carried out at the privately-held Lancet Laboratories, were released 
to the market on 16th January 2018 and published in the BMJ Gut on 11th April 20181, 
Sysmex led the support and training of customers, while Lancet Laboratories is well 
regarded in the field and has operations across the African continent.  

► Accuracy:  Sensitivity and selectivity of the test when performed by a third party. 

► Local samples:  Successful use of patient samples stored and processed under 
local conditions. 

► Genotypes: Test further the accurate diagnosis of samples of the HCV genotypes 
(strains) found particularly in central and southern African countries. 

 

A total of 130 clinical samples from more than six African countries were tested using 
Genedrive. The Abbott M2000 HCV Real-Time system was used as a reference. 
                                                                                                                                                       
1 Peer-reviewed publication – see page 11 for details 
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► Results:  Sensitivity and specificity for detection of GCV were 100%. 

► Genotypes distinguished:  The samples contained HCV genotypes 1-5, and their 
subtypes were successfully detected using the system. 

► Efficiency:  95.4% of test results were achieved on the first attempt, despite 
many samples being haemolysed (which can be the result of undesirable 
sampling techniques). 

 

Unlike the Abbott system, Genedrive HCV was found to be fast, no/low maintenance, 
and to have a low laboratory footprint. The study demonstrated clearly the potential 
for the system to decentralise clinical diagnosis and management of HCV infection, 
meaning that HCV public health interventions may be expanded to rural areas of 
resource-poor countries. 

First launch 
In addition to the field evaluation study, standard procedures have been undertaken 
to integrate processes/information into Sysmex’s systems. Sysmex intends to have a 
phased launch programme. The focus of initial launches will be in countries that have 
screening programmes, an established funding policy, and where drugs for the 
treatment of hepatitis C are available and affordable. 

In Africa, Sysmex consists of a group of 29 distributors covering 46 sub-Saharan 
African countries. The regulatory team is working on local processes on a country-
by-country basis. To date, GDR management is pleased with the high level of 
engagement with the Sysmex team.  

GDR signed a separate deal, with Sysmex Asia Pacific Pte Ltd, covering the Asia Pacific 
Region, including the key countries of Bangladesh, Pakistan and Malaysia, in 
November 2017.  

ARKRAY Healthcare 
Highlighting GDR’s approach to try and operate with the most appropriate partner 
in each country, in March 2018, management signed a commercial agreement with 
ARKRAY for its Genedrive HCV ID kit in India. Under the agreement, GDR is retaining 
responsibility for product development, quality assurance, and manufacturing, while 
ARKRAY will be responsible for sales, marketing, customer support and distribution. 
Initially, the companies will work together to secure regulatory approval in India. The 
product is expected to be launched during fiscal 2019. 

mTB test 
Although its tuberculosis test was the first test to receive CE Marking using the 
Genedrive technology platform, its commercialisation in India did not go according 
to plan. There is still an enormous push to replace the traditional smear microscopy 
with more accurate molecular diagnostics, which also provides information about 
drug resistance. Therefore, GDR has renewed its efforts to develop a next-generation 
test, with a greater focus on improving sample handling and reducing the 
manufacturing costs, so that it becomes a more affordable, as well as more 
convenient and efficient, option.  

GDR secured a £1.1m conditional grant from Innovate towards improving sample 
preparation with a new ‘modular’ solution. The company anticipates that more 
information on these developments will be available in fiscal 2019. 
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Financial forecasts 

Profit & Loss  
► Sales:  Fluctuations in the sales forecasts are due to the DoD contract tailing off 

over the next two years, offset by the build-up of Genedrive sales. The non-core 
services business has stable sales of ca.£3m p.a. 

► Gross margin:  During the build-up phase for the HCV test, coupled with lower 
DoD income, gross margins for the Genedrive test are expected to be stable at 
around 31%-32%, compared with reported gross margins including Services. 

► SG&A: Expected to be stable around current levels, as a large part of the 
marketing costs for tests will be borne by distribution partners. 

 

Profit & Loss account 
Year-end June (£000) 2015 2016 2017 2018E 2019E 2020E 
Genedrive 814 1,906 2,619 2,000 2,562 4,905 
Services 3,703 3,157 3,166 3,130 3,068 3,045 
Sales 4,517 5,063 5,785 5,130 5,630 7,950 
COGS -3,933 -3,285 -2,998 -3,530 -3,180 -4,200 
Gross profit 584 1,778 2,787 1,600 2,450 3,750 
Gross margin 12.9% 35.1% 48.2% 31.2% 43.5% 47.2% 
R&D -2,942 -4,836 -5,086 -4,800 -4,000 -3,800 
SG&A -1,500 -2,201 -2,513 -2,516 -2,592 -2,666 
EBITDA -4,243 -6,433 -3,740 -4,650 -2,892 -1,800 
Depreciation -241 -240 -216 -216 -216 -216 
Amortisation -144 -934 -856 -700 -700 -700 
Other income 0 0 0 150 334 0 
Underlying EBIT -3,858 -5,259 -4,812 -5,566 -3,808 -2,716 
Share-based costs -182 -167 -101 -121 -158 -221 
Statutory EBIT -4,040 -5,426 -7,292 -5,687 -3,966 0 
Net financials 616 -1,071 -195 -406 -415 -423 
Pre-tax profit -3,242 -6,330 -5,007 -5,972 -4,223 -3,139 
Exceptional items 0 0 0 0 0 0 
Reported pre-tax -3,424 -6,497 -7,487 -6,093 -4,381 -3,360 
Tax payable/credit 399 582 1,051 992 827 785 
Tax rate 12% 9% 14% 16% 19% 23% 
Minorities 0 0 0 0 0 0 
Underlying net income -2,843 -5,748 -3,956 -4,980 -3,397 -2,354 
Statutory net income -3,025 -5,915 -6,436 -5,101 -3,554 -2,574 

    
   

Ordinary 1.5p shares    
   

Period-end (m) 10,564 10,565 18,689 18,689 21,936 21,936 
Weighted average (m) 10,048 10,532 18,466 18,689 19,501 21,936 
Fully-diluted (m) 11,869 12,490 20,527 24,222 21,562 23,997 

    
   

Underlying basic EPS (p) -28.3 -54.6 -21.4 -26.6 -17.4 -10.7 
Statutory basic EPS (p) -30.1 -56.2 -34.9 -27.3 -18.2 -11.7 
U/l fully-diluted EPS (p) -24.0 -46.0 -19.3 -20.6 -15.8 -9.8 
Stat. fully-diluted EPS (p) -25.5 -47.4 -31.4 -21.1 -16.5 -10.7 
DPS (p) 0.0 0.0 0.0 0.0 0.0 0.0 

 

Source: Hardman & Co Life Sciences Research 
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► R&D:  Investment in new tests, initially HIV, will be dictated by the success of 
the HCV assay. There remains some flexibility about both the quantum and 
timing of investment into additional tests. 

► Services business:  Sales of ca.£3m p.a. are expected, with small cash and profit 
contributions. 

► Tax:  Modest tax credits on R&D spend are expected over the forecast period, 
but these will be at lower levels than seen historically.  

 

Balance sheet 
► Net cash:  The net cash/(debt) position at 30th June 2017 was -£70k, comprising 

cash of £5.1m offset by long-term debt (convertible bond) of £5.2m. Cashflow 
suggests that the company will have net debt of -£3.7m by the end of June 2018. 

► Tax credits:  Some of its R&D investment attracted tax credits from HMRC. Going 
forward, the R&D tax credit is expected to approach £1m p.a. 

► Working capital:  Given that the company will be selling to a large distributor 
and the non-core business is relatively stable, Genedrive is not expected to have 
significant working capital requirements during its growth phase. 

► Convertible bond:  The collaborative funding agreement for a total of $8.0m 
initiated in July 2014, and revised in July 2016, with the Global Health 
Investment Fund (GHIF) is treated as long-term debt. 

 

Balance sheet 
@30th June (£000) 2015 2016 2017 2018E 2019E 2020E 
Shareholders' funds 9,545 3,753 3,441 -1,660 -3,964 -6,539 
Cumulated goodwill 0 0 0 0 0 0 
Total equity 9,545 3,753 3,441 -1,660 -3,964 -6,539        

Share capital 158 158 280 280 332 332 
Reserves 9,387 3,595 3,161 -1,940 -4,297 -6,871 
Provisions/liabilities 0 1,250 1,250 1,250 0 0 
Deferred tax -30 0 0 0 0 0 
Long-term loans 4,025 4,991 5,199 5,473 5,761 6,064 
Short-term debt 0 0 0 0 0 0 
less: Cash 4,928 1,114 5,129 1,808 -430 -2,112 
less: Deposits 0 0 0 0 0 0 
less: Non-core invests. 0 0 0 0 0 0 
Invested capital 8,612 8,880 4,761 3,255 2,226 1,637        

Fixed assets 805 713 568 452 351 267 
Intangible assets 7,191 6,273 3,038 2,338 1,638 938 
Inventories 163 202 444 564 719 1,015 
  Trade debtors 1,725 2,290 1,376 1,220 1,339 1,891 
  Other debtors 466 507 278 256 261 266 
  Tax liability/credit 685 757 1,213 992 827 785 
  Trade creditors -696 -914 -816 -961 -866 -1,143 
  Other creditors -1,727 -948 -1,340 -1,606 -2,042 -2,382 
Debtors less creditors 453 1,692 711 -99 -482 -583 
Invested capital 8,612 8,880 4,761 3,255 2,226 1,637        

Net cash/(debt) 903 -3,877 -70 -3,665 -6,190 -8,176 
 

Source: Hardman & Co Life Sciences Research 
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Cashflow 
► Cash burn:  The underlying cash burn is forecast to trend downwards after fiscal 

2018 to ca. -£2.5m (2019) followed by ca.-£2.0m (2020). 

► Working capital:  Only modest changes in working capital are anticipated, given 
that the non-core services business is stable and the supply agreement is with a 
large, well-capitalised distribution partner.  

► R&D tax credit:  Payment of the amount shown in the balance sheet at the end 
of June 2017 has already been received; management intends to get annual 
claims submitted to HMRC in a timely manner. 

► Capex:  The company does not have any immediate requirement for significant 
expenditure for capital investment. 

 

Cashflow 
Year-end June (£000) 2015 2016 2017 2018E 2019E 2020E 
Underlying EBIT -3,858 -5,259 -4,812 -5,566 -3,808 -2,716 
Depreciation 241 240 216 216 216 216 
Amortisation 144 934 856 700 700 700 
  Inventories -163 -39 -242 -120 -155 -296 
  Receivables -1,066 -606 1,266 156 -119 -552 
  Payables 107 689 284 145 -95 278 
Change in working capital -1,122 44 1,308 181 -369 -571 
Exceptionals/provisions -36 0 0 0 0 0 
Disposals 0 0 0 0 0 0 
Other -202 -151 -162 -274 0 0 
Company op. cashflow -4,833 -4,192 -2,594 -4,742 -3,261 -2,371 
Net interest -196 -280 14 35 -141 -309 
Tax paid/received 1,513 691 757 1,213 992 827 
Operational cashflow -3,516 -3,781 -1,823 -3,495 -2,411 -1,853 
Capital expenditure -758 -164 -70 -100 -115 -132 
Sale of fixed assets 0 0 0 0 0 0 
Free cashflow -4,274 -3,945 -1,893 -3,595 -2,526 -1,985 
Dividends 0 0 0 0 0 0 
Acquisitions 0 0 0 0 -1,250 0 
Disposals 0 0 0 0 0 0 
Other investments 0 0 0 0 0 0 
Cashflow after invests. -4,274 -3,945 -1,893 -3,595 -3,776 -1,985 
Share repurchases -22 -44 0 0 0 0 
Capital increase 80 0 6,023 0 1,250 0 
Currency effect 292 -791 -323 0 0 0 
Borrowings acquired 589 0 0 0 0 0 
Change in net debt -3,335 -4,780 3,807 -3,595 -2,526 -1,985 
Hardman FCF/share (p) -35 -36 -10 -19 -12 -8        

Opening net cash 4,238 903 -3,877 -70 -3,665 -6,190 
Closing net cash 903 -3,877 -70 -3,665 -6,190 -8,176 

 

Source: Hardman & Co Life Sciences Research 
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Company matters 
Registration 
Incorporated in the UK with company registration number: 06108621 

Registered Office 
48 Grafton Street 
Manchester 
MX13 9XX 

+44 161 606 7258 
www.genedriveplc.com 

Board of Directors 
GDR announced recently the appointment of Tom Lindsay as a non-executive 
director. He has considerable sales and marketing experience in the diagnostics 
sector, working most recently for Alere Inc. in Africa. 

Board of Directors 
Position Name Nominations Remuneration Audit 
Chairman Ian Gilham M M M 
Chief Executive Officer David Budd    
Chief Financial Officer Matthew Fowler    
Managing Director Dr Catherine Booth    
Non-executive director Tom Lindsay    
Non-executive director Roger Lloyd M M M 
Non-executive director Robert Nolan M M M 

M = member; C = chair 
Source: Company reports 

Share capital 
At 10th April 2017, there were 18,689,446 Ordinary shares in issue, and a further 
1,820,000 share options. 

Shareholders 

 
Source: Company reports; RNS announcements 
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Disclaimer 
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly 
available sources that are believed to be reliable. However, because of possible human or mechanical error by Hardman & Co, its affiliates or its sources, Hardman 
& Co cannot guarantee the accuracy, validity, timeliness or completeness of any information provided for in this report. No guarantee, warranty or representation, 
express or implied, can be given by Hardman & Co as to the accuracy, adequacy or completeness of the information contained in this research and they are not 
responsible for any errors or omissions or results obtained from use of such information. Neither Hardman & Co, nor any affiliates, officers, directors or employees 
accept any liability or responsibility in respect of the information which is subject to change without notice and may only be correct at the stated date of their issue, 
unless in case of gross negligence, fraud or wilful misconduct. Hardman & Co expressly disclaims any warranties of merchantability or fitness for a particular 
purpose. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages or any 
other damages of any kind even if Hardman & Co have been advised of the possibility thereof.    

This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy 
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute 
investment advice.  However, the companies or legal entities covered in this research may pay us a fee, commission or other remuneration in order for this research 
to be made available. A full list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at 
http://www.hardmanandco.com/legals/research-disclosures  

Hardman & Co has a personal dealing policy which debars staff and consultants from dealing in shares, bonds or other related instruments of companies or legal 
entities which pay Hardman & Co for any services, including research. They may be allowed to hold such securities if they were owned prior to joining Hardman & 
Co or if they were held before the company or legal entity appointed Hardman & Co. In such cases, sales will only be allowed in limited circumstances, generally in 
the two weeks following publication of figures. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or funds covered by this 
document in any capacity other than through Hardman & Co.  

Hardman & Co does not buy or sell shares, either for its own account or for other parties and neither does it undertake investment business. We may provide 
investment banking services to corporate clients.  

Hardman & Co does not make recommendations. Accordingly, we do not publish records of our past recommendations. Where a Fair Value price is given in a 
research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of possible outcomes, and not a forecast of a likely share price. 
Hardman & Co may publish further notes on these securities/companies and legal entities but has no scheduled commitment and may cease to follow these 
securities/companies and legal entities without notice. 

The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution 
or use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or 
country.  

Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative 
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may 
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate 
for all investors or geographical areas. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation 
of this document and the material contained herein. Each investor must make their own independent decisions and obtain their own independent advice regarding 
any information, projects, securities, or financial instruments mentioned herein. The fact that Hardman & Co has made available through this document various 
information this constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is suitable or 
appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for them in the 
light of their investment needs, objectives and financial circumstances.  

This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and 
accordingly, its distribution in the United Kingdom is restricted. Neither Hardman & Co nor any other person authorised by the Financial Conduct Authority (United 
Kingdom) (FCA) has approved or authorised the contents of this document for the purposes of section 21 FSMA. Accordingly, this document is only directed at: 

i. persons who have professional experience in matters relating to investments falling within Article 19(5) (Investment Professionals) or Article 49 (High 
Net Worth Companies, Unincorporated Associations etc.) of the Financial Services and Markets Act 2000 (Financial Promotions) Order 2005 (as 
amended) (the Order); 

ii. certified high net worth individuals within the meaning of Article 48 of the Order; 
iii. certified sophisticated investors and self-certified sophisticated investors within the meaning of Article 50 and Article 50A of the Order; 
iv. associations of high net worth investors or sophisticated investors within the meaning of Articles 51 of the Order; and  
v. any other person whom it may lawfully be communicated.  

    (together, the relevant persons). 

This document is directed at only relevant persons and must not, under any circumstances be acted on or relied on by persons who are not relevant persons. Any 
investment or investment activity to which this communication relates is only available to relevant persons and will be engaged in only with relevant persons. The 
UK compensation scheme and rules for the protection of private customers do not apply to the services provided or products sold by non-UK regulated affiliates.  

The receipt of this document by any person is not to be taken as constituting the giving of investment advice by Hardman & Co to any to any such person.  

No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or 
otherwise, without prior permission from Hardman & Co. 

By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.  

This notice shall be governed and construed in accordance with English law.  

Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of Capital Markets Strategy Ltd and is authorised and regulated by the Financial 
Conduct Authority (FCA) under registration number 600843. Hardman Research Ltd is registered at Companies House with number 8256259.  
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Status of Hardman & Co’s research under MiFID II  
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman research and, specifically, 
whether it can be accepted without a commercial arrangement. Hardman’s company research is paid for by the companies about which we write and, as such, 
falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II. 

In particular, Article 12(3) of the Directive states:  ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are’ (b) ‘written 
material from a third party that is commissioned and paid for by an[sic] corporate issuer or potential issuer to promote a new issuance by the company, or where 
the third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed 
in the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public;’ 
The fact that we are commissioned to write the research is disclosed in the disclaimer, and the research is widely available. 

The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation-2016-
2031.pdf 

In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate 
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman is not inducing the reader 
of our research to trade through us, since we do not deal in any security. 
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