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Evotec’s proposed acquisition of Kinaxo will help it to maintain its position as a 

premium provider of drug discovery services and strengthen its capabilities in 

oncology. There are potential revenue synergies because of Kinaxo’s expertise in 

oncology, its complementary technology platform, and the overlap in alliance 

partners. The acquisition could accelerate Evotec’s path to sustainable profitability. 

Acquiring a fast-growing, profitable company 

Evotec has signed a definitive agreement to acquire Munich-based Kinaxo for  

c €12m (€3m in cash, 2.6m shares) and earn-out payments of up to €4m. Kinaxo’s 

revenues are growing at c 30%, after entering into a number of alliances with 

companies such as Roche, AstraZeneca and Boehringer Ingelheim. It was forecast to 

generate sales of c €2.5m in 2011 and is profitable. The deal should be completed 

by the end of April, and integration costs of €4m are expected in 2011. 

Significant revenue synergies 

Kinaxo is a drug discovery company with a particular strength in oncology. It is a 

leader in profiling the effects that a drug has on a cell’s proteins, including 

phosphorylation states. Revenue synergies should be achieved because Kinaxo’s 

technology complements that of Evotec, and its strength in oncology will make 

Evotec a more attractive alliance partner in this indication. There is also an overlap in 

alliance partners, increasing the likelihood that existing alliances can be expanded. 

2011 guidance  

Evotec expects revenues to grow by more than 15% in 2011 and to maintain its 

strong balance sheet with liquidity of over €64m. The acquisition of Kinaxo could 

accelerate Evotec’s path to becoming a sustainable biotech company, and it now 

expects to achieve this goal by at least the end of 2012. 

Valuation: DCF valuation increased to €400m 

We have raised our DCF valuation by €30m to €400m after increasing our sales 

forecasts. They have been increased by €2.5m to €62.2m in 2011 and by €3.0m to 

€71.6m in 2012. Potential catalysts are financial results and alliance agreements.

Update 

Price €3.29 

Market Cap €380m 
  

Share price graph 

 

Share details  

Code EVT 

Listing Frankfurt, Prime Standard 

Sector Pharmaceuticals & Biotech 

Shares in issue 115.6m 

  

Price  

52 week High Low 

 €3.48 €1.80 

  

Balance Sheet as at 30 September 2010 

Debt/Equity (%) N/A 

NAV per share (€) 1.23 

Net cash (€m) 55.5 

  

Business 

Evotec is a drug discovery business that 

provides outsourcing solutions to the 

pharmaceutical industry and develops its 

own proprietary drugs. 

Valuation 

 2009 2010e 2011e 

P/E relative N/A N/A N/A 

P/CF N/A N/A N/A 

EV/Sales 6.9 5.2 5.3 

ROE N/A 1.2% 0.5% 

 

Geography based on revenues  

UK  Europe US Other 

N/A N/A N/A N/A 

  

Analysts 

Dr Mick Cooper +44 (0)20 3077 5734 

Robin Davison +44 (0)20 3077 5737 

healthcare@edisoninvestmentresearch.co.uk 

 

 

Evotec 

Year  

End 

Revenue 

(€m) 

PBT* 

(€m) 

EPS* 

(c) 

DPS 

(c) 

P/E 

(x) 

Yield  

(%) 

12/08 39.6 (47.7) (52.1) 0.0 N/A N/A 

12/09 42.7 (21.7) (20.6) 0.0 N/A N/A 

12/10e 53.7 1.7 1.5 0.0 N/A N/A 

12/11e 62.2 1.3 0.6 0.0 N/A N/A 

Note: *PBT and EPS are normalised, excluding intangible amortisation and exceptional items. 
 

Investment summary: Bolt-on acquisition 
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Exhibit 1: Financials 

 

Source: Edison Investment Research, company accounts 
 

€'000s 2007 2008 2009 2010e 2011e 2012e

Year end 31 December IFR S IFR S IFR S IFR S IFR S IFR S

PR OFIT &  LOS S  

R evenue 3 2,8 8 5 3 9 ,6 13 42,6 8 3 53 ,743 6 2,222 71,556

Cost of Sales (24,8 62) (21,977) (24,262) (30,254) (35,467) (40,78 7)

Gross Profit 8 ,023 17,636 18 ,421 23,48 9 26,756 30,769

E B ITDA (40,271) (40,6 8 9 ) (15,547) 2,09 9 4,6 11 7,28 3

Opera ting Prof it (be fore  GW and except. ) (46 ,6 24) (44,9 42) (19 ,157) 1,152 708 3 ,248

Intangible Amortisation (2,58 9) (553) (455) (425) (574) (571)

Exceptionals/Other (6,565) (27,715) (22,68 7) 0 (4,000) 0

Opera ting Prof it (55,778 ) (73 ,210) (42,29 9 ) 727 (3 ,8 6 6 ) 2,6 77

Net Interest 4,006 (2,760) (2,520) 502 612 770

Other 36,392 0 0 0 0 0

Prof i t B e fore  Tax (norm) (42,6 18 ) (47,702) (21,6 77) 1,6 55 1,3 20 4,018

Prof i t B e fore  Tax (FR S  3 ) (15,3 8 0) (75,9 70) (44,8 19 ) 1,229 (3 ,254) 3 ,447

Tax (419) (1,911) (363) (309) (560) (644)

Deferred tax 4,643 (406) (315) (454) (0) (0)

Prof i t Af te r Tax (norm) (43 ,03 7) (49 ,6 13 ) (22,040) 1,3 45 76 0 3 ,3 74

Prof i t Af te r Tax (FR S  3 ) ( 11,156 ) (78 ,28 7) (45,49 7) 46 6 (3 ,8 14) 2,8 03

Average Number of Shares Outstanding (m) 71.8 95.2 106.8 103.3 117.5 119.9

EPS - normalised (c) (59.9) (52.1) (20.6) 1.5 0.6 2.8

EPS - FRS 3 (c) (15.5) (8 2.2) (42.6) 0.7 (3.2) 2.3

Dividend per share (c) 0.0 0.0 0.0 0.0 0.0 0.0

Gross Margin (%) 24.4 44.5 43.2 43.7 43.0 43.0

EBITDA Margin (%) N/A N/A N/A 3.9 7.4 10.2

Operating Margin (before GW and except.) (%) N/A N/A N/a N/A N/A N/A

B ALANCE S HEET

Fixed As s ets 9 6 ,03 7 8 9 ,8 22 77,6 42 9 6 ,8 6 8 106 ,6 79 106 ,9 3 6

Intangible Assets 76,399 60,455 45,567 75,191 8 3,416 8 4,8 46

Tangible Assets 18 ,561 18 ,468 19,162 18 ,58 7 20,173 19,001

Other 1,077 10,8 99 12,913 3,090 3,090 3,090

Current As s ets 111,8 41 9 3 ,078 6 8 ,9 57 8 2,6 56 8 0,9 8 8 8 6 ,8 09

Stocks 2,394 2,139 2,425 3,730 3,8 8 7 4,470

Debtors 5,137 2,531 4,510 5,8 90 5,967 5,8 8 1

Cash 93,676 8 4,098 58 ,358 67,224 65,322 70,645

Other 10,634 4,310 3,664 5,8 13 5,8 13 5,8 13

Current L iabi l i ties (24,3 3 7) (21,8 26 ) (26 ,445) (28 ,9 14) (3 0,26 3 ) (3 2,9 17)

Creditors (23,040) (19,247) (17,358 ) (17,191) (19,297) (21,951)

Short term borrowings (1,297) (2,579) (9,08 7) (11,723) (10,966) (10,966)

Long Term Liabi l i ties (12,9 8 8 ) (11,215) (8 ,6 6 7) (17,9 3 6 ) (18 ,13 9 ) (18 ,3 59 )

Long term borrowings (9,125) (8 ,047) (3,757) (3,000) (3,000) (3,000)

Other long term liabilities (3,8 63) (3,168 ) (4,910) (14,936) (15,139) (15,359)

Net As s ets 170,553 149 ,8 59 111,48 7 13 2,6 74 13 9 ,26 6 142,46 9

CAS H FLOW

Opera ting Cas h F low (3 2,726 ) (42,56 2) (19 ,9 15) (6 10) 5,13 6 10,579

Net Interest 1,590 2,116 (29) (63) (259) (232)

Tax (536) (8 32) (1,909) (391) (533) (161)

Capex (4,349) (3,447) (1,8 93) (2,510) (2,48 9) (2,8 62)

Acquisitions/disposals 42,245 34,491 0 1,202 (3,000) (2,000)

Financing (1,023) (1,951) 234 122 0 0

Dividends 0 0 0 0 0 0

Other 332 10,706 157 0 0 0

Net Cash Flow 5,533 (1,479) (23,355) (2,250) (1,145) 5,323

Opening ne t debt/(cas h) (6 9 ,8 41) (8 3 ,254) (8 1,775) (57,750) (55,516 ) (54,3 71)

HP finance leases initiated 0 0 0 0 0 0

Exchange rate movements 8 ,8 31 0 (272) (692) 0 0

Other (951) 0 (398 ) 4,410 (0) 0

Clos ing ne t debt/(cas h) (8 3 ,254) (8 1,775) (57,750) (59 ,218 ) (54,3 71) (59 ,6 9 4)

EDISON INVESTMENT RESEARCH LIMITED 
Edison is Europe’s leading investment research company. It has won industry recognition, with awards in both the UK and internationally. The team of more than 65 includes over 35 
analysts supported by a department of supervisory analysts, editors and assistants. Edison writes on more than 280 companies across every sector and works directly with 
corporates, investment banks, brokers and fund managers. Edison’s research is read by major institutional investors in the UK and abroad, as well as by the private client broker and 
international investor communities. Edison was founded in 2003 and is authorised and regulated by the Financial Services Authority 
(www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). 

DISCLAIMER 
Copyright 2011 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Evotec and prepared and issued by Edison Investment Research 
Limited for publication in the United Kingdom. All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, 
however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Edison Investment 
Research Limited at the time of publication. The research in this document is intended for professional advisers in the United Kingdom for use in their roles as advisers. It is not 
intended for retail investors. This is not a solicitation or inducement to buy, sell, subscribe, or underwrite securities or units. This document is provided for information purposes only 
and should not be construed as an offer or solicitation for investment. A marketing communication under FSA Rules, this document has not been prepared in accordance with the 
legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. 
Edison Investment Research Limited has a restrictive policy relating to personal dealing. Edison Investment Research Limited is authorised and regulated by the Financial Services 
Authority for the conduct of investment business. The company does not hold any positions in the securities mentioned in this report. However, its directors, officers, employees and 
contractors may have a position in any or related securities mentioned in this report. Edison Investment Research Limited 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 are subject to large and sudden swings. In addition it may 
be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not necessarily a guide to future 
performance. This communication is intended for professional clients as defined in the FSA’s Conduct of Business rules (COBs 3.5). 
 

 

Edison Investment Research 

 

Lincoln House, 296-302 High Holborn, London, WC1V 7JH  tel: +44 (0)20 3077 5700  fax: +44 (0)20 3077 5750  www.edisoninvestmentresearch.co.uk 

Registered in England, number 4794244. Edison Investment Research is authorised and regulated by the Financial Services Authority.  
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