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Disclaimers
Cautionary Note Regarding Forward-Looking Information
This presentation contains forward-looking information. Such forward-looking information or statements (“FLS”) are provided for the
purpose of providing information about management's current expectations and plans relating to the future. Readers are cautioned
that reliance on such information may not be appropriate for other purposes. Any such FLS may be identified by words such as
“proposed”, “expects”, “intends”, “may”, “will”, and similar expressions. FLS contained or referred to in this presentation includes,
but is not limited to, the future or expected performance of FAX Capital Corp. (“FAX Capital”, “FAX” or “our”, “we” or “us”) and its
investment in Hamilton Thorne Ltd. (“HTL”, “Hamilton Thorne” or the “Company”); FAX Capital’s continuing investment thesis in
respect of HTL as well as FAX Capital’s continuing views on HTL’s operations and the prospects of its associated industry; FAX
Capital’s investment approach, objective and strategies; the timing of any future investment or divestiture of the securities of HTL
and the structuring of any future investment; its plans to manage its investment in HTL; and FAX Capital’s financial performance.
FLS involves known and unknown risks, uncertainties and other factors that may cause actual results or events to differ materially
from those anticipated in such forward-looking information. FAX Capital believes that the expectations reflected in the FLS are
reasonable but no assurance can be given that these expectations will prove to be correct. Some of the risks and other factors
which could cause results to differ materially from those expressed in FLS contained in this presentation include, but are not limited
to: the continued impact of COVID-19 and falling or volatile oil prices on targeted investments, including HTL, the economy and
markets generally, as well as the identified risk factors included in FAX Capital’s public disclosure, including the annual information
form dated March 26, 2020. The FLS in this presentation reflect the current expectations, assumptions, judgements and/or beliefs
of FAX Capital based on information currently available to FAX Capital, and are subject to change without notice.
Any FLS speaks only as of the date on which it is made and, except as may be required by applicable securities laws, FAX Capital
disclaims any intent or obligation to update any FLS, whether as a result of new information, future events or results or otherwise.
The FLS contained in this presentation is expressly qualified by this cautionary statement. For more information on FAX Capital,
please review FAX Capital's continuous disclosure filings that are available at www.sedar.com.
Certain Other Matters
Third party trademarks presented herein are trademarks of their respective holders. Use of them does not imply any affiliation with
or endorsement by them.

Presentation Notes
All values in U.S. dollars unless referring to Hamilton Thorne’s share price which trades in Canadian dollars.
Adjusted EBITDA is defined as Company reported Adjusted EBITDA less estimated lease payments. This is for comparability to
periods prior to the adoption of IFRS 16.
Market data is based on May 29, 2020 closing prices. IRR and other return metrics are based on FAX Capital’s average entry share
price of C$1.16 and exchange rate of 1.35.

All future estimates and valuations of Hamilton Thorne presented herein reflect the current expectations, assumptions, judgements
and/or beliefs of FAX Capital based on information available to FAX Capital as at the date hereof and are therefore subject to
change and should not be relied upon.
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Executive Summary & Investment Thesis

Executive Summary
•

Hamilton Thorne Ltd. (“HTL”, “Hamilton Thorne” or the “Company”), listed on the TSX-Venture exchange, is a manufacturer,
marketer and distributor of equipment, precision instruments, consumables, software and services to the global Assisted
Reproductive Technologies (ART) market. The Company’s products, marketed under the Hamilton Thorne, Gynemed,
Embryotech and Planer brands, are cleared for sale in the US, Europe, China, and Canada and are sold to a customer base
that includes pharmaceutical and biotech companies, fertility clinics, research centers and others. Hamilton Thorne sells into
75 countries and ~1,000 clinics (out of ~4,500 worldwide) via a growing internal salesforce as well as 3rd-party distributors.
The Company is located in Beverly, Massachusetts.

•

Hamilton Thorne is a great business operating in a highly attractive industry:
‒ Industry characterized by high barriers to entry, secular long-term growth of 5-10% and recession resistance

‒ Hamilton Thorne benefits from regulatory approvals, brand recognition, pricing power, vertical integration, a unique and
comprehensive product offering, and a strong and growing direct salesforce
‒ Proven, disciplined and well aligned management team and board of directors with ~28% insider ownership
‒ Highly fragmented industry, a robust M&A pipeline, and a demonstrable track record of value creation via M&A
‒ Compelling financial metrics including strong organic and inorganic growth, ~55% recurring revenues, ongoing margin
expansion beyond current ~20% EBITDA margins, ~60% FCF conversion, growing double digit ROIC and net cash
•

FAX Capital currently owns 15,756,700 shares at an average price of $1.16
‒ Largest institutional shareholder with 11.4% ownership of the Company
‒ Accumulated via open market purchases and a recent $7 MM private placement at $1.10 per share, led by FAX Capital

•

We believe the current share price of Hamilton Thorne presents an opportunity to earn outsized returns.
‒ 5-year target price of $2.70
‒ Based on our cost basis, expected IRR of 18% and a 2.3x Multiple of Capital over a five year investment horizon, with
the opportunity for further gains via multiple expansion
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Corporate Overview

7

CAPITALIZATION TABLE

SHARE PRICE (LAST 5 YEARS)

Share Outstanding at Mar 31, 2019
Private Placement
Options (Treasury Method)
Restricted Stock Units
Convertible Securities
Shares Outstanding (Fully Diluted)
Share Price (C$)
Share Price (US$)
Market Capitalization
Add: Adjusted LT Debt1
Less: Adjusted Cash1
Enterprise Value

127,669,740
6,364,000
6,155,968
454,673
4,159,028
144,803,409
1.23
0.89
129,012,670
9,993,168
20,723,995
118,281,843

MANAGEMENT / NOTEWORTHY OWNERSHIP
Inside Ownership
Daniel Thorne
AWM Investment Company2
David Wolf
Meg Spencer
Diarmaid Douglas-Hamilton
Total
Institutional Ownership
FAX Capital
Norrep Capital Management
SEI Investments
Total

Position
Director
Director
CEO
Chair
CTO

C$1.50
C$1.25

C$1.00
C$0.75
C$0.50

C$0.25
C$0.00
2015

2016

2017

2018

2019

2020

FINANCIALS / TRADING MULTIPLES
% Own.
14.6%
10.2%
1.1%
1.0%
0.7%
27.6%

Financials
Sales
Growth
EBITDA
Margin
FCF
Conversion
Net Cash

2019A
35,358,409
21%
6,609,538
19%
3,858,642
58%
2,882,135

2020E
34,813,350
-2%
3,131,119
9%
1,474,563
47%
12,198,695

2021E
50,109,353
44%
7,975,004
16%
4,779,436
60%
8,428,961

2022E
62,200,888
24%
12,323,637
20%
7,824,038
63%
3,186,695

Shares % Own.
15.8
11.4%
4.8
3.5%
1.8
1.3%
22.3
16.2%

Valuation
EV / EBITDA
FCF Yield

2019A
17.9x
3.0%

2020E
37.8x
1.1%

2021E
14.8x
3.7%

2022E
9.6x
6.1%

7.9%
n/a

1.5%
n/a

8.1%
n/a

11.5%
n/a

Shares
20.1
14.0
1.5
1.4
1.0
38.0

ROIC
Debt / EBITDA

Source: Company filings, Bloomberg, Capital IQ, FAX estimates.
(1) ‘Adjusted LT Debt’ excludes convertible debt which was converted in April 2020 and ‘Adjusted Cash’ includes private placement in May 2020.
(2) AWM Investment Company position is managed by Dr. David Sable who is represented on the board and is a deemed insider.

Investment Thesis
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> The global ART supplier market is a highly attractive industry characterized by
high barrier to entry, long-term secular growth of 5-10% and recession resistance
> Hamilton Thorne has a very strong competitive position within this industry

The Global
ART
Supplier
Market is
Highly
Attractive

Hamilton
Thorne Has
a Strong
Competitive
Position

•

High barriers to entry driven by a highly specialized, tightly regulated product offering. The mission
critical nature of the In Vitro Fertilization (IVF) process and the high costs of failure limit competition

•

IVF cycles are expected to grow annually at 5 - 10% over the long-term. This growth is driven by a
rising maternal age of first pregnancy, increased obesity, increased insurance reimbursements, rising
emerging-market middle class and technology advancements. Vitrolife, the industry incumbent, has
grown at a 5-year CAGR of 24%, including 12% organic growth last year

•

The fertility industry has proven to be a recession resilient business as IVF cycles are typically a nondiscretionary expenditure. US IVF cycles were flat in 2008 and 2009

•

The ART supplier industry is fragmented, but the top 10 suppliers control 54% of the market (HTL is 6th).
By contrast, their customers – the IVF clinics - are highly fragmented, with the largest chain owning just
2% of the market. As a result, control in the market resides with suppliers to IVF clinics

•

Regulatory approval in Europe, China, Canada and the US

•

Strong brand recognition, particularly in lasers, where the Company has a ~40% global market share

•

A mission critical offering and the low cost of supplies relative to the cost of an IVF cycle (5-10%) allows
Hamilton Thorne to have pricing power

•

Vertically integrated supply chain, with manufacturing capacity in Europe, UK and US and a growing
direct salesforce into major markets, helps Hamilton Thorne maintain quality and reliability

•

Industry-leading, highly specialized and informed direct salesforce of ~15 and growing

•

CooperSurgical is the only global player that offers a similarly comprehensive product offering to
Hamilton Thorne and no incumbent has overwhelming operating scale

Investment Thesis (continued)

> A well run business executing on market share gains, margin expansion and M&A
and highlighted by recurring revenue, high FCF conversion and a strong B/S
> Expect to earn a five-year MoC of 2.3x, with the potential to realize further gains
via an expanding multiple
Strong
Management

•

Current CEO, David Wolf, has grown revenue at a 22% CAGR since 2011

•

Executed five strategic and value-creating transactions at less than 7x EBITDA

Pipeline For
M&A Growth

•

Highly fragmented industry with 80 potential targets

•

M&A playbook underway to acquire additional product capabilities and accompanying direct sales

•

5-year trailing revenue CAGR of 32%; ~55% recurring revenues

•

Expect 7.5% long-term annual organic growth driven by industry tailwinds and market share growth

•

EBITDA margin expansion from 15% to 20% over the past five years with a path to expand to 23%,
driven by vertical integration and operating leverage (Vitrolife at 40% EBITDA margins)

•

Very low capital intensity, ~60% free cash flow conversion, growing double-digit ROIC

•

Net cash position of $11 MM, well positioned to facilitate near-term M&A; Balance sheet can support
$35 MM in M&A which could add $4-5 MM of additional EBITDA (60% uplift to run-rate EBITDA)

•

Currently trades at 15x 2021E EBITDA vs. global medical device comparables at 20x EBITDA and
Vitrolife at 30x

•

Driven by industry tailwinds, market share gains, margin expansion and M&A, and assuming a 13x exit
EBITDA multiple, expect 5-year target of $2.70 per share (18% IRR and 2.3x MoC)

•

Potential near-term NASDAQ listing would provide scarce US pure-play exposure to global IVF market,
which may help expand multiple to ~20x EBITDA, driving target to $4.15 (28% IRR and 3.6x MoC)

Highly
Compelling
Financial
Metrics

Opportunity
For Material
Upside

9

Share Price Waterfall

10

DOWNSIDE

BASE CASE

UPSIDE

Note: Target price based on FAX Capital’s 5-year projections. Refer to financials and valuation section for detailed assumptions.
(*) Multiple expansion assumes 20x EV / EBITDA at exit (Vitrolife is currently valued at 30x EBITDA)

Upside

Multiple
Expansion*

Base Case

Additional
M&A

Margin
Expansion

Market Share
Gains

Downside

Current share price

FAX Capital Scorecard
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> Hamilton Thorne exhibits attributes of a great business

Attributes

Commentary

Management

+ Very strong CEO who has been in the role since 2011 and has grown revenue from $7.2 MM to
$35.3 MM (22% CAGR) and the stock 10-fold
+ Recent M&A transactions have been disciplined and well-executed
+ Management direct ownership is modest (~2%) but options are substantial and board
ownership is high (~25%)

Runway for
Growth

+ Very positive long-term secular growth in broader IVF and fertility product market
+ Opportunities to increase market share through increased product offering and expanding
sales infrastructure
+ Substantial opportunity to reinvest capital through a proven M&A strategy
- Niche market with modest TAM ($1 BB globally)

Moat

+ Regulations and regulatory product approval limit new entrants
+ Market size not large enough to attract large, well-capitalized competition
+ Mission critical nature of offering, small component of overall IVF cycle cost and inertia create
high switching costs
+ Supplier consolidation and fragmented clinics places power in hands of suppliers
- Clinic consolidation weakens market dynamic

Profitability

+ ~55% gross margins and ~20% EBITDA margins with operating leverage; ~60% FCF
conversion
+ Exhibits recession resistant characteristics – IVF cycle growth during recessionary periods
- Margin compression near-term due to salesforce build-out

Capital Intensity

+ Very low capital intensity and strong double-digit ROIC
+ Over-capitalized balance sheet to internally fund M&A strategy

Fundamental Merit
(1) Average relates to FAX Capital database of public companies analyzed.

HTL

Avg(1)

8.4

5.7
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The Fertility Industry

What is Infertility?
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> Infertility is a condition of the reproductive system that prevents the conception of
children (defined as inability to conceive with more than one year of trying)
> According to the American Pregnancy Association, approximately 10-15% of
couples in the U.S. suffer from this condition
•

Infertility is a result of 1/3 male factors, 1/3 female factors and 1/3 combination
of the two factors. Please see key success factors table on the right.

•

Infertility is increasing primarily because of an increase in maternal age (i.e.
the age at which mothers have their first child). Maternal age has increased in
most countries as shown in the chart on the right. Maternal age is positively
correlated to the maturity of an economy because of increased participation by
women in the workforce. Developing countries will see an increase in infertility
as their economies develop.

•

Infertility diagnosis starts with the couple’s general
practitioner / gynecologist with a physical examination
and interview. If the cause cannot be determined, the
doctor will refer the couple to a specialist. The
specialist will do more specific tests such as sperm
analysis, ovulation cycle monitoring and x-rays.

•

Majority of infertility cases are treated with
conventional therapies such as drug treatment or
surgical repair of reproductive organs.

•

The remainder are treated with Assisted Reproductive
Technologies such as Intrauterine Insemination (IUI)
and In Vitro Fertilization. IUI typically costs a fraction of
the price of IVF, but usage depends on geography.

Source: American Pregnancy Association, OECD Database

Conception Success Factors
•
•
•
•
•
•
•

Sperm quality
Ovulation consistency
Health of eggs
Unblocked fallopian tubes
Sperm motility and ability to fertilize
Ability for fertilized egg to implant on uterus
Sufficient embryo quality

What is IVF?
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> IVF success rates have improved significantly and is a proven procedure to help
infertile couples conceive

Stimulation
of Ovaries

Egg
Retrieval

Fertilization
and Embryo
Culture

Embryo
Transfer

Cryopreservation/ FET

•

IVF has been around for 40 years. The first “test tube baby” was born in 1978 in the UK.

•

The IVF process is as follows:

Pregnancy
Test

1. The IVF treatment starts with hormones to stimulate ovaries to produce eggs. The eggs are retrieved using an
oocyte aspiration needle. In parallel, the man provides sperm and fertilization is achieved by bringing sperm and
eggs together in a medium (nutrient solution) in a culture dish. An alternative method for fertilization is to inject
one sperm into one egg using a micropipette. This process is known as ICSI and has revolutionized treatment
results for male infertility.
2. The fertilized eggs are cultured in a medium (nutrient solution), in a incubator which has a controlled
environment that mimics the human body in terms of temperature and pH. This usually takes 2-6 days. The
embryos are then selected to assess which have the greatest potential for pregnancy. They are then transferred
to the uterus using a transfer catheter. Eggs can be monitored by evaluating under microscope or under timelapse technology. Genetic testing can also be done – known as pre-implantation genetic testing for aneuploidy
(PGT-A).
3. Surplus embryos can be frozen so that they can be thawed and used on a later occasion. The most common
method for freezing of unfertilized eggs is cryo-preservation. Sperm can also be frozen for later use. As a result
of improved technology, success rates from frozen eggs is approaching the success rates from fresh eggs.
Source: Vitrolife 2018 Annual Report

Global IVF Market
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> Approximately 3 million IVF cycles are done annually across the globe
> China & US are key regions expected to drive global IVF cycle growth

Country/
Region
China

IVF
Cycles
(MM)1

Pop.
(MM)

Availability
(MM)2

1.2

1,400

900

IVF Cycle Growth Rate
• Recognized as fastest growing market.
• Expect growth rate to be 5-10% because of low availability2 and high GDP growth.

Europe

0.8

750

1,100

• Key markets = Spain, Russia, France & Germany.
• Ex-Russia, Europe is a slow growth market because of long history of public
funding. We forecast 0-5% growth.
• We forecast 5-10% growth from Russia, inline with recent history.

Japan

0.4

130

3,500

• Historical growth rate has been high at 11% CAGR over the last 10 years.
• Forecasted growth to moderate at 0-5% because of high availability.

U.S.

0.3

330

800

Asia Pacific
5-7% growth

• Historical growth rate of 7% over the last 10 years.
• Forecasted growth at 5%-10% because of low availability and increasing public
and private insurance coverage.

Europe
0-5% growth

Source: Data from respective national or regional registries
1. IVF counts have been grossed up to include non-reporting clinics.
2. Availability measured as the number of IVF cycles per million population.

U.S.
5-10% growth

Global IVF Market (continued)
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> The European Society of Human Reproduction and Embryology (ESHRE) sets
good availability at 1,500 cycles per million inhabitants. For comparison, Israel
has the highest national availability globally at 4,900
> Global need for IVF is 4-5x greater than current treatment availability
•

Countries with high availability are developed countries with a long history of public funding and support

•

Significant future growth if countries such as the US, Canada, UK, Germany and China achieve ESHRE target availability or
higher levels exhibited by Scandinavian countries, Australia, Japan, and Israel

•

ESHRE estimates the global need for IVF is 4-5x greater than current treatment availability

Availability: ART Cycles / Population (MMs)
4,861

5,000
4,000

3,342
3,000

3,535

2,672

ESHRE Ideal
Penetration

2,000
1,000

816

1,081

952

1,270
887
49

170

India

Brazil

0

US

Canada

Scandinavia

UK

Germany

Israel

Australia

Japan

China

Source: Data from respective national or regional registries, European Society of Human Reproduction and Embryology (ESHRE)

Global IVF Market (continued)
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> Success rates for IVF cycles are inversely correlated with a mother’s age and
thus exhibits non-discretionary demand
> IVF cycles demonstrated resilience during the 2008 recession in most major
markets, including the US where coverage is very low
ART Cycles Growth - US
300,000

ART Cycles Growth - Canada
40,000

10yr CAGR: 7%
2008-2009 Growth: -1%

240,000

32,000

180,000

24,000

120,000

16,000

60,000

8,000

10yr CAGR: 9%
2008-2009 Growth: 9%

0

0
2005

2007

2009

2011

2013

2005

2015

2007

2009

ART Cycles Growth - Germany

ART Cycles Growth - Japan

125,000

500,000

100,000

10yr CAGR: 4%
2008-2009 growth: 4%

400,000

75,000

300,000

50,000

200,000

25,000

100,000

2011

2013

2015

2017

10yr CAGR: 11%
2008-2009 growth: 12%

0

0
2005

2007

2009

2011

2013

Source: Data from respective national or regional registries

2015

2017

2005

2007

2009

2011

2013

2015

2017

IVF Clinic Cost Structure
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> The primary expense in an IVF clinic is labour (as shown in the chart). Doctor
costs vary significantly across the world, with U.S. doctors costing the most
> Purchase costs for supplies & equipment are a small fraction of the costs but
mission critical

•

We note regional differences in comparing economics for
fertility clinics. For example, US fertility clinics generally have
lower EBITDA margins than European fertility clinics despite
US IVF costs being 3x the price. Lower margin is a result of:

Cost Structure of a Typical European IVF Clinic

‒ Higher doctor costs (US doctors cost more than 2x than
European doctors);
(1)

‒ US doctors capture higher percentage of economic rent;
and
‒ Supply costs appear to be higher.
•

Increasing consolidation of clinics may lead to:
‒ Pressure to drive more patient throughput and increase
add-on services (counseling, additional testing etc.);
‒ Private equity sponsors likely to use aggressive leverage
driving increased financial costs and higher counterparty
credit risk; and
‒ Potential pressure on suppliers as clinic chains seek
discounts.

Source: Vitrolife 2018 investor presentation
1. Sales & marketing costs and overhead included here.

IVF Clinic Market Structure
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> There are 4,500 fertility clinics globally and the market is fragmented with the
largest chain (IVI-RMA of Spain) owning less than 2% of clinics globally.
•

Increasing consolidation of clinics likely because of increased private equity interest but will take time.

•
•
•
•
•

U.S. (500 clinics)
IntegraMed: 25 owned (5%)
Prelude: 23 clinics (5%)
IVI-RMA: 19 clinics (4%)

•

Europe (1,500 clinics)
Fragmented market
Spain and UK most
consolidated with industry
leader with 10% national
share
IVI has 21 clinics in Spain
(225 country total)

•

China
500 state-owned
hospitals

•

IVF Costs
(US$/cycle)1

•

Japan
600 clinics/hospitals

Australia
Consolidated market with
effectively three players:
Virtus (41%), Monash
(28%) and Genea (15%)

North America

Europe

Asia Pacific

$12,500
(high doctor costs)

$4,000

$4,000

Source: Data from respective national or regional registries, company filings, research reports, FAX estimates.
1. Excluding drug costs.

Potential for IVF Costs to Moderate in North America

20

> Consolidation of North American fertility clinic market may lead to greater
efficiency and lower cost treatments. This would stimulate industry growth further.

•

IVF costs are the most expensive and least affordable in North America. There is a potential for affordability to improve on clinic
consolidation and increased competition.

Source: Acceptable Cost for the Patient and Society (https://www.fertstert.org/article/S0015-0282(13)00711-5/pdf)

IVF Suppliers
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> According to Hamilton Thorne, the global IVF market is approximately $17.5B
and the addressable market for IVF suppliers is approximately $1B1
> Suppliers have been consolidating, but remain fragmented overall; there are over
~150 companies with less than $20 MM in sales

Equipment

Consumables

Services

Market Size1

$300 million

$600 million

$100 million

Key Players

Vitrolife (17%)
Nikon (9%)
Olympus (9%)
Cooper (8%)
Esco Micro (7%)
Hamilton Thorne (7%)

Vitrolife (17%)
Cooper (17%)
Cook Medical (8%)
Irvine Scientific (7%)
Kitazato (6%)
Illumina (4%)
Hamilton Thorne/Gynemed (3%)

Hamilton Thorne/Embryotech (7.5%)
Cooper (n/a)
eIVF (n/a)

Others
40% Leaders
60%

n/a

Market Share

Others
42%

Leaders
58%

Hamilton Thorne market share is low overall but high in specific categories and geographies.
1. Based on approximation of Hamilton Thorne, Vitrolife & Cooper estimates.
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Hamilton Thorne Overview

Hamilton Thorne
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COMPANY HISTORY

2012 - 2014

2019

Company sales grows from $6.3 MM to
$7.5 MM and shifts from loss-making
business to generating $1.2 MM
EBITDA.

Company acquires
Planer for ~$10 MM,
expanding equipment
portfolio into
incubators, freezers,
and lab monitoring
systems. This
acquisition provides
beachhead for direct
salesforce in the UK.

2009

2016

Hamilton Thorne begins trading on the
TSX-V through RTO of Calotto Capital.
Business generated ~$6 MM of sales
largely from single product (lasers).

Hamilton Thorne acquires
Embryotech for US$7.25 MM and
adds high-value, recurring
consumable and services revenue.

2011

2015

2018

Today…

Current CEO David
Wolf is appointed to
role. Company’s
strategy is re-oriented
to focus on human
clinical IVF market
and greater expense
control to deliver
growth and increased
profitability.

Management initiates
M&A strategy to
increase scale and
expand breadth of
product and services.
To this end, the
Company acquired
Oosight (imaging
technology) from
Perkin Elmer for
$300k.

Hamilton Thorne
acquires ZANDAIR
air purification
equipment product
line for $600k.

Hamilton Thorne is a
top six supplier to the
IVF industry with a
comprehensive
product offering
across equipment,
consumables and
services. HTL
generated $35 MM of
sales and $6.6 MM of
EBITDA in 2019.

2017
Company acquires Gynemed for
$15.1 MM, providing enhanced
consumable product line and
footprint in Europe.

Company Description
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> Global platform to capitalize on incremental M&A
> Premium product offering with opportunities to expand line-up
> Growing global salesforce
•

•

Manufacturer, marketer and distributor of
equipment, precision instruments, consumables,
software and services to the global assisted
reproductive technologies market
Markets product under the Hamilton Thorne,
Gynemed, Embryotech and Planer brands
‒ Premium product offering

‒ Cleared for sale in the US, Europe, China,
and Canada and others
‒ Global customer base includes
pharmaceutical and biotech companies,
fertility clinics, research centers and others
•

Growing direct salesforce (US, UK, Europe) and
global distributor network
‒ Sales into 75 countries and ~1,000 clinics
(out of ~4,500 worldwide)
‒ Salesforce sells proprietary product as well
as 3rd party product

•

Manufacturing capabilities in US (lasers), Europe
(consumables), and UK (incubators)

Revenue Composition

Animal
Breeding
7%

Research
7%

Services
17%

End Market

Consumables
36%

AsiaPac
20%

Geography

Product
Human
Clinical
86%

Equipment
47%

Global Distribution Footprint

Americas
30%

EMEA
50%

Segment Overview
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> A growing product line-up with opportunities to expand
> Opportunities to leverage a growing global salesforce

Segment
Offering

Equipment
Lasers
Incubators
Freezers
Monitors
Air purification systems
Micromanipulation systems
CASA

Consumables
Culture media
Quality control assays
Slides & Pipettes
Lab consumables
Air filters

Services
Quality testing
Service contracts
Maintenace programs
Lab design & installation

Hamilton Thorne
Planer
Zandair

Gynemed
Embryotech
Zandair

Hamilton Thorne
Embryotech
Planer

47%

36%

17%

Manufacturing

Hamilton Thorne - USA (Mass.)
Planer - United Kingdom

Gynemed - Germany

n.a.

Go-To-Market

Direct Sales - UK, USA, Euro
3rd-party distribution - Global

Direct Sales - UK, USA, Euro
3rd-party distribution - Global

Direct Sales - UK, USA, Euro

Proprietary & 3rd-party

Proprietary & 3rd-party

Proprietary

Global

Global (US-imminent)

Global

6% / $300 MM

2% / $600 MM

7.5% / $100 MM

Replacement cycle

Recurring revenue

Recurring revenue

~40-60% (direct higher)

~40-60% (direct higher)

~70%

4 - 6%
3 - 5%
7 - 11%

4 - 6%
3 - 5%
7 - 11%

4 - 6%
3 - 5%
7 - 11%

Brands

Sales Mix

Direct Sales Offering
Geographies
Market Share / Size
Durability
Margin Profile
Market Growth
HTL Organic Growth
Total Organic Growth

Source: Company filings, research reports, FAX estimates.

Product Overview
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Equipment Revenue: ~$15-20 MM (55% gross margin profile)
Lasers

Sales: ~$7.5 MM

• Application: Clinical lasers attach to microscopes to perform micro-surgeries on embryos.
• Market Position: HTL is the market leader and has 30-40% market share globally. They have
strong brand recognition and product quality with premium pricing.
• Growth Driver: Experiencing strong growth (5-10%) due to increased demand for preimplantation genetic testing which requires embryo bioposies.
• Barriers to Entry: Brand, regulatory approval, patents, highly specialized, high-cost of failure
• Key Competitors: CooperSurgical (Saturn 5) and Vitrolife (Octax)

Incubation and Freezers
• Application: Provides controlled environments for development and storage of embryo.
• Market Position: HTL acquired Planer (UK) in 2019 to expand into this area. We estimate
Planer has 5-10% market share with a focus on high capacity and low-cost offering.
• Growth Driver: Strong growth (5-10%) to support cycle count growth, increased demand for
storage, and adoption of new technology at higher price points (i.e. Time Lapse).
• Barriers to Entry: Brand, regulatory approval, patents, highly specialized, high-cost of failure
• Key Competitors: Vitrolife (EmbryoScope), Cooper Surgical (K-Systems), Esco Micro, Astec
Sales: ~$7.5 MM

Other Equipment

Sales: $2.5-5 MM

• Application: HTL offers imaging systems and software, micromanipulators, air purification
systems and other equipment for IVF labs.
• Market Position: Small share relative to ~$150 MM addressable market.
• Growth Driver: Modest growth (0-5%) to support industry capacity growth.
• Barriers to Entry: Depends on product category.
• Key Competitors: CASA – Microptic, MES Global; Micromanipulators – Narishige, Eppendorf;
Air Purification – Cooper Surgical (CodaAir), LifeAire

Product Overview
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Consumables Revenue: ~$12.5 MM (50% gross margin profile)

• Products: HTL acquired Gynemed to expand into consumable products. The Company now
offers cell media culture, micro-pipettes, catheters, and other products used in a typical IVF
treatment cycle.
• Market Position: Gynemed has high market share position in German-speaking European
countries. Our due diligence indicates this business tends to be very regional and it is driven by
relationships with clinics. The Company is in early stages of expanding into new geographies.
• Growth Drivers: Consumables are more closely tied to cycle-count growth, which we expect to
grow 5-10%.
• Barriers to Entry: Existing customer relationships, regulatory approvals, supply chain
• Key Competitors: Vitrolife, CooperSurgical, Nidacon, Kitazato, Cook Medical, Irvine Scientific

Services: ~$7.5MM (70% gross margin)

• Products: HTL acquired Embryotech to expand into laboratory services. The Company provides
quality control services and testing assays to manufacturers of IVF related products and clinics.
They also provide equipment maintenance for their proprietary product offering.
• Market Position: The Company appears to have a strong market position in North America. The
Company highlighted it is the only lab with full accreditations and complete IVF testing
capabilities.
• Growth Drivers: Lab services are highly recurring due to regulated quality control requirements
for products that come in contact with embryos. This should experience growth over time.
• Barriers to Entry: Regulatory accreditations, regional density
• Key Competitors: Embryotools, Charles River Labs

28

Competitive Landscape

Top 10 Suppliers
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> Vitrolife and Cooper are the largest IVF suppliers, but do not have overwhelming
scale. Cooper and Hamilton Thorne have the broadest product offering.
> Industry remains highly fragmented with the top 10 suppliers accounting for ~54%
market share.
Equipment
Sales (US$ MM) Mkt Share

Total

HQ

$157

15.7%

Sweden

$125

12.5%

US

$45

4.5%

US

$40

4.0%

US

$35

3.5%

Japan

$35

3.5%

US

$28

2.8%

Japan

$28

2.8%

Japan

$25

2.5%

US

$22

2.2%

Sing.

$540

54.0%

Source: Research reports, company filings, FAX estimates.

Lasers

Incubators

Consumables
Other

Media

Other

Services
Lab

Competitive Position
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> Industry incumbents are more profitable and have materially higher valuations
but already have mature product portfolios and distribution networks
> HTL has the potential to expand portfolio and sales distribution to drive higher
margins and potentially higher multiple

Established

1994

1990

1997

Sweden

Conneticut, USA

Massachusettes, USA

~430

~1,700

~120

Diversified; focus on cell culture

Diversified

Diversified; focus on equipment

100 countries; primarily Euro/Asia

100+ countries; Global

75 countries; primarily Euro/Nam

~60

~75

~15

2

8

5

Domiciled
Employees
Product Focus
Geogrpahic Focus
Direct Salespeople
Acquisitions (since 2015)
Market Cap (US$)

$2.0 BB

Sales ($US)

$15 BB *

$120 MM

$157 MM

$680 MM (Fertility - ~$125 MM)

$35 MM

12%; 5-10% forseeable

5-10% Fertility

~10%

63%

69%

54%

% SG&A

23%, $36 MM

36%, $266 MM

35%, $12 MM

% R&D

7%, $9 MM

5%, $31 MM

6%, $2 MM

EBITDA Margin

40%

28%

19%

ROE

23%

13% *

10%

-1.0x
29.0x
30.0x

2.0x *
18.7x *
17.5x *

-1.7x
11.0x
13.5x

Organic Growth
Gross Margin

D/EBITDA
EV/EBITDA
Source: Company filings, research reports, FAX estimates.
(*) Refers to figures / estimates for Cooper Companies overall.
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> Vitrolife is a leading fertility supplier and a roadmap for what HTL can become
> The $2 BB market cap incumbent is only a $157 MM sales organization

•

‒

Production facilities in Sweden, the US, Denmark and Germany

‒

In-house marketing and sales; collaboration with distributors in 110 countries

•

Launched 1994; IPO 2001

•

Products includes lasers, incubators and other equipment as well as needles for
oocyte retrieval, cell media, pipettes, and other consumable products; more recently
genetic testing kits

•

Global sales focused in Europe and in high-margin cell-culture product line
‒

•

•

Revenue Composition

Fully integrated manufacturer, marketer and distributor of fertility-related products

Asia
25%

EMEA
40%

Geography
Pacific
16%

US$36 MM in selling and G&A expense
Americas
19%

Corporate development focused on new product launches and partnerships rather
than aggressive M&A campaign
‒

Completed 2 acquisitions in past 5 years

‒

Modest $9 MM in annual R&D

‒

Recent focus on genetic testing kits, technology enhancements and time-lapse
incubator technologies

Equipment
4%
Geonomics
8%

Growing consistently >10% organically
‒

12% organic growth in 2019

‒

Americas and AsiaPac and in Time-Lapse technologies

•

$157 MM sales; 40% EBITDA margins; no debt; 30x EV/EBITDA

•

Largest shareholders - William Demant Invest, Bure Equity AB

Other
2%
Media
45%

Product
TimeLapse
29%
Disposable
12%
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> Fertility segment within CooperSurgical is another large global player, but still
relatively modest in size and scale

•

Cooper Companies is a global medical device company listed in NYSE (market cap: US$15 BB); 2 subsidiaries:
‒ CooperVision – global manufacturer and marketer of contact lenses (sales: US$2.0 BB)
‒ CooperSurgical – manufacturer and marketer of family-health products including fertility products (sales: US$680 MM); also
focused on women’s health including contraceptive products

•

Fertility products include media, micro tools and lab equipment, screening testing services
‒ Brands include ORIGIO (media culture), Research Instruments (micromanipulation), K-Systems (equipment), TPC
(pipettes), Wallace (catheter), CooperGenomics (genetic testing), LifeGlobal (media culture)

•

Fertility segment within CooperSurgical realizes ~$125 MM revenue in Equipment and consumable sales – fertility up 3% Y/Y
‒ Pre-genetic testing and screening sales are estimated to be ~$140 MM

•

Manufacturing and distribution facilities located in US, Costa Rica, the Netherlands, and the UK

•

Products marketed by a network of dedicated field sales representatives, independent agents and distributors
‒ Direct sales into 20+ countries

•

Historically applied aggressive M&A strategy – completed 8 meaningful acquisitions in the past 5 years
‒ M&A activity has been modest over past 2 years and appears focused on integration

•

$31 MM of R&D at CooperSurgical (estimate $15 MM on fertility) - R&D activities include diagnostics, IVF product development,
design and upgrade of surgical procedure devices

Other Notable Competitors

> Cook Medical, Irvine Scientific, and Kitazato are other notable IVF suppliers
> Hamilton Thorne has a broader product portfolio with comparable distribution
and scale

• Cook Medical is a family-owned medical device and supply company across 41 medical
specialties (founded in 1963 in Indiana, US)
• Overall business has ~12,000 employees with distribution into 135 countries
• Fertility products include incubators, media culture, catheters/needles, and other consumable
products
• Fertility represents estimated $45 MM in sales

• Irvine Scientific is a leader in the development and manufacturing of culture media, reagents,
and medical devices for researchers and clinicians
• FUJIFILM acquired Irvine Scientific and IS Japan for US$800 in 2018
• Manufacturing footprint in California, USA and Tokyo, Japan; third site in Netherlands is in plan
• Worldwide distribution with warehousing locations in USA, Europe, and Japan
• Fertility represents estimated $40 MM in sales

• Kitzato is a leading company in research, development, and manufacturing of medical products
for the human fertility market (founded in 1998 in Fuji, Japan)
• Kitzato has internally developed 550 products, which consist of needles, catheters, pipettes,
vitrification consumables, and cultivation equipment
• Two product facilities in Fuji and Tokyo and distributes in 26 countries
• Fertility represents estimated $35 MM in sales
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Growth Opportunities

Revenue Growth
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> The IVF and fertility product market is expected to grow 5-10%
> Product and salesforce expansion will be additive to underlying market growth
> M&A playbook should add an incremental 10 - 15% in growth
Source

Forecast
(YoY)

Commentary
•

IVF cycle
growth

+5%
•
•

Market Share
Gains

Innovation and
New Products

+0-2.5%
•

+0-2.5%

•
•
•

Organic
Growth

+5-10%
(conservative)

•
•
•

M&A

Total Growth

The Company intends to grow its existing salesforce, leveraging its proprietary product offering and
displacing 3rd-party distributors (currently has a 5 person salesforce in the US, 3 person salesforce
in the UK and 6 person salesforce in Europe)
The recent Planer acquisition further expanded HTL’s product offering, bringing an incubator
product that can now be sold through its existing sales infrastructure
HTL intends to spends $4-5 MM annually (7.5% of sales) on R&D and product innovation
Specifically, the Company is focused on time-lapse incubation technologies, next generation
lasers, genetic testing and cryopreservation
Most recently, HTL received FDA clearance to sell Gynemed consumable products in the US
HTL has demonstrated double digit organic growth in recent years; management’s goal is to
outpace industry growth of 7%
Vitrolife grew 12% organically and is calling for 5-10% growth in the foreseeable future

•

There is a clear M&A playbook being implemented at HTL:
1. Acquire businesses with complementary product offerings and with a regional salesforce
2. Sell acquired product in new markets through existing direct salesforce
3. Sell existing product suite through acquired salesforce
Management has developed a pipeline of over 80 companies and are in active discussions

•

HTL has demonstrated 30%+ annual revenue growth over the last 5 years

+10-15%

+15-25%

The global IVF market is growing 5-10% due to increasing maternal age of first pregnancy,
increased obesity, environmental factors, increased insurance reimbursements, rising middle class
in developed countries and technological advancements
Based on HTL current geographic indexation to European markets (slower growth market), we use
the low-end of this range

Note: Revenue growth assumptions based on FAX Capital estimates.

Margin Expansion
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> We expect gross margins to expand by capturing distributor and manufacturer
margins, in addition to positive product mix shift
> Increased scale should lead to operating leverage on R&D and G&A

Source

Gross
Margins

Sales and
Marketing

Forecast
(% of Sales)

~0.5%

Flat

Commentary
•
•
•

HTL is growing its direct salesforce in key markets which will in-source distributor mark-ups
The Company is acquiring products they currently distribute to also capture manufacturer margins
We expect consumables and services to outgrow the equipment business; these categories have
higher gross margins than the average

•
•

The Company will incur higher sales & marketing spend with shift to direct sales in the short-term
In the short-term, we do not expect this to be a driver of margin expansion because of incumbents’
sticky customer base
Longer term, there should be operating leverage which is not reflected in our valuation

•

•

Since 2012, the company has demonstrated discipline on R&D spending (declined from 15% to
7.5% of sales)
Management has increasingly used acquisitions for outsourced R&D as opposed to taking risk on
internally

R&D

~0.25%

•

G&A

~0.25%

•

The business should experience natural operating leverage on other fixed costs as it scales

~1%

•
•

HTL has expanded EBITDA margins by ~100 bps per year since 2014
Modelling significant margin contraction in 2020 to reflect COVID-19 impact followed by
margin expansion over the medium term (18.7% margin in 2019 expanding to 22.4% in 2025)

Margin
Expansion

Note: Margin assumptions based on FAX Capital estimates.

COVID-19 Impact Assessment

37

> COVID-19 will impact 2020 and 2021 results, but Hamilton Thorne’s business is
diversified globally, very resilient, and should emerge stronger after the crisis

•

•

•

•

Covid-19 will have a negative effect on 2020 results as most IVF clinics globally have been substantially closed through Q2 2020

‒

Equipment sales likely to feel largest immediate impact and take longer to recover

‒

Consumables likely to regain growth trajectory more quickly as clinics expected to re-stock in advance of pent-up IVF cycle
demand

‒

Service business likely to see modest impact due to maintenance services provided to clinics under downtime and clinic re-start

Net impact of COVID-19 at present appears to be far less severe on ART market than originally feared

‒

HTL Q1/20, which included at least one month of COVID impact, continued to see 10%+ organic growth, with March seeing the
strongest results of the quarter

‒

70% of HTL revenues are in EMEA and AsiaPac, where economies are already opening including non-essential medical
services

‒

In the US and Germany, which is HTL’s two largest markets, estimate that 75-80% of clinics are outside hospital settings

‒

Once closures are lifted, expect pent-up demand to provide a foundation for a recovery

Coming out of COVID-19, HTL’s business should be very resilient
‒

Recession resilient business - US IVF cycles were flat in 2008 and 2009

‒

Success rate of an IVF cycle is inversely correlated with a mother’s age and thus is somewhat non-discretionary in nature

‒

FAX near-term financial projections are conservative and well below consensus - expect a recovery to 2019 results by 2021

Economic instability should expedite M&A program at more attractive valuations
‒

All existing acquisitions are integrated, balance sheet is strong and HTL is well positioned to take advantage of M&A
opportunities

Inorganic Opportunities – Precedent Transactions
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> Vitrolife, Hamilton Thorne, and CooperSurgical have been active consolidators in
the space. Transaction multiples have ranged from 1.5-5x revenue.
> Across 5 transactions, HTL has paid on average 5-6x EBITDA before synergies.
Date

Acquirer

Target

Business Description

Region

4/16/2015

Hamilton Thorne

Oosight

High-resolution live images of oocytes

9/15/2016

Hamilton Thorne

Embryotech Laboratories

Quality control services

4/28/2017

Hamilton Thorne

Gynemed GmbH

IVF consumables

7/19/2018

Hamilton Thorne

Zandair

Air purification systems and consumables

8/13/2019

Hamilton Thorne

Planer

Incubation equipment

US
US
EU
US
UK

Average
Median

EV Paid Revenue EBITDA
($MMs) Multiple Multiple

0.3
6.9
14.7
0.6
10.7
6.64
6.9

2.0x
1.4x
1.5x
1.2x
1.6x
1.5x
1.5x

n.d.
4.6x
6.4x
4.0x
7.5x
5.6x
5.5x

EV Paid Revenue EBITDA
($MMs) Multiple Multiple

Date

Acquirer

Target

Business Description

Region

10/4/2012

Vitrolife

Cryo Management Ltd

Time-lapse embryo monitoring system

US

6.4

2.5x

n.a

11/26/2014

Vitrolife

Unisense FertiliTech A/S

EmbryoScope® time-lapse system

EU

83.7

n.a.

21.8x

12/17/2015

CooperSurgical

Research Instruments Ltd.

IVF equipment and consumables

UK

50

2.9x

11.3x

2/8/2016

CooperSurgical

The Pipette Company

Micropipettes

AU

19.6

n.d.

n.d.

3/31/2016
5/4/2016

CooperSurgical
CooperSurgical

Genesis Genetics Inc.
Kivex Biotec (K-Systems)

PGS/PGD
Workstations and incubators

US
EU

60.5
11.4

2.5x
3.9x

n.d.
17.2x

5/25/2016

CooperSurgical

Recombine Inc

Genetic carrier screening tests

US

84.4

4.2x

n.d.

5/31/2016

CooperSurgical

Reprogenetics UK

PGS/PGD

US

11.4

5.2x

26.3x

5/31/2016

Vitrolife

Octax /MTG Medical

IVF equipment and consumables

EU

15.3

1.6x

6.9x

11/4/2016

CooperSurgical

Smiths Medical (Wallace)

IVF and ob/gyn products

UK

167.4

5.8x

9.6x

4/3/2018

CooperSurgical

The LifeGlobal Group

Primarily media

US

125

5.2x

n.d.

12/31/2018

Vitrolife

Parallabs Ltd.

UK distributor

UK

Source: Capital IQ, company filings, research reports.

2.8

2.2x

n.a

Average

53.2

3.6x

15.5x

Median

14.7

2.5x

8.6x

Inorganic Opportunities – Potential Targets
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> FAX has identified a number of potential acquisition targets that are aligned with
management’s acquisition criteria
> There are also a number of regional distributors and ancillary clinic services that
could be additional targets
Recent management commentary on M&A targets:

•

Equipment – workstations; flow hoods; large-format incubators; time-lapse incubation; monitoring solutions

•

Consumables – specialty slides and dishes

•

Services – software (SaaS) – lab information services, quality control, management systems
Targets

Core Product

HQ

Targets

Core Product

HQ

IVF Tech

Worksation

Denmark

Cryolock

Cyropreservation

US

Worksation, Incubation

Japan

Cryo bio

Cyropreservation

France

Incubation, Consumables

Germany

Falcon

Dishes

US

Incubation, Centrifuge

Switzerland

Nunc

Dishes

US

XiLTRIX

Lab Software

Netherlands

Laboratoire CCD

Catheters/Needles

France

Oosafe

Consumables, Monitors

Denmark

Gynetics

Catheters/Needles

Belgium

Anti-vibration

Germany

Allwin Medical Devices

Catheters/Needles

US

SAFE Sens

Monitor

US

Sunlight Medical

Pipettes/Micropipettes

US

Sensaphone

Monitor

US

Microtech IVF

Pipettes/Micropipettes

Czech

Vitromed

Consumables

Germany

Genomic Prediction

PGT

US

GYNOTEC

Consumables

Netherlands

Igenomix

PGT

US

In Vitro Care

Media, Centrifuge

US

Natera

PGT

US

Sperm Media

India

PacGenomics

PGT

US

Media, Cyropreservation

Sweden

Progenesis

PGT

US

Astec

Labotect
Hettich

Accurion

Sperm Processor
Nidacon International

Balance Sheet Capacity
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> Hamilton Thorne has $35 MM of balance sheet capacity following the recent
private placement led by FAX Capital which can enable accelerated M&A

Illustrative Upside from Accelerated M&A

Balance Sheet Capacity
2019 Run-Rate Sales (1)
Estimated Run-Rate EBITDA Margin
2019 Run-Rate EBITDA
Acquired EBITDA
Pro Forma EBITDA

Potential Acquisition Contribution
40,000,000
18.5%
7,400,000

Current Balance Sheet Capacity
Acquisition Multiple (3)
Acquired EBITDA

2.0x

2019 Run-Rate EBITDA

24,083,937

Pro Forma EBITDA

Add: Cash Position at March 31, 2020

15,948,722

EBITDA Up-Lift

Add: Convertible Debt Settlement on May 29, 2020
Balance Sheet Capacity

4,775,273
(13,463,621)
3,470,453
34,814,764

Key Assumptions:

(1) 2019 sales adjusted to include FY Planer contribution (acquired August 2019).
(2) Leverage based on management view of debt capacity and comparables.
(3) Historical acquisitions have transacted at 5.0-7.5x EBITDA.
(4) Estimated exit multiple assumed by FAX Capital.

4,641,969

Accretion

Debt Capacity

Subtract: LT Debt at March 31, 2020

7.5x

4,641,969
12,041,969

Leverage (2)

Add: Private Placement on May 29, 2020

34,814,764

7,400,000
12,041,969
63%
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Financials

Historical Financials
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REVENUE BY SEGMENT

EBITDA / MARGINS

40,000,000

8,000,000

30.0%

30,000,000

6,000,000

25.0%

20,000,000

4,000,000

20.0%

10,000,000

2,000,000

15.0%

0

0
2014

2015

Equipment

2016

2017

2018

2019

10.0%
2014

2015

Consumables and Services

2016
EBITDA

Revenue has grown at over 30% per year (10% organic growth + 20%
acquisitions). Of note, M&A growth has been focused on
consumables and services which are more recurring and predictable
in nature. Future growth is supported by strong outlook for the
industry and consolidation of suppliers.

CAPITAL INTENSITY

2017

2018

2019

Margin

EBITDA margins have expanded from ~15% to ~20% over this time,
allowing 40% annual growth. Since 2012, management has been
focused on cost discipline around R&D and sales and marketing.
More recently, margins have contracted as the Company has invested
in direct salesforce to capture distributor margins.

FREE CASH FLOW

8.0%

5,000,000

6.0%

4,000,000

4.0%

3,000,000

2.0%

2,000,000

0.0%

1,000,000
2014

2015

2016

2017

2018

LTM
0

Capex % of Sales

The Company’s manufacturing consist primarily of final assembly and
quality control, as such the business has very low capital intensity.
Capital expenditures are primarily for new computers, software, and
capitalized R&D.

Source: Company filings

2014

2015

2016

2017

2018

2019

The combination of strong margins and low capital intensity has
allowed the business to generate free cash flow while also growing at
10%+ organic growth rates. This excess cash enables the company to
pursue acquisitions.

Financial Projections
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BASE CASE
Financial results (US$)
Revenue
Adj. EBITDA (1)
Cash Flow from Operation (Ex-W/C)
Free Cash Flow (Ex-W/C)
Free Cash Flow Per Share
Net Debt
Financial results (US$)
Revenue Growth
Adj. EBITDA Growth (1)
Adj. EBITDA Margin (1)
FCF Per Share Growth
FCF Conversion
ROIC
D/EBITDA

2019A
35,358,409
6,609,538
5,268,022
3,858,642
0.03
(2,882,135)

2020E
34,813,350
3,131,119
2,365,989
1,474,563
0.01
(12,198,695)

2021E
50,109,353
7,975,004
6,132,444
4,779,436
0.03
(8,428,961)

2022E
62,200,888
12,323,637
9,539,187
7,824,038
0.05
(3,186,695)

2023E
75,199,288
15,566,309
11,711,716
9,606,777
0.07
409,483

2024E
89,172,568
19,245,763
13,955,015
11,430,528
0.08
2,326,488

2025E
104,193,844
23,405,853
17,751,291
13,270,956
0.09
2,563,305

2019A
21.0%
6.7%
18.7%
-18.8%
58.4%
7.9%
-0.4x

2020E
-1.5%
-52.6%
9.0%
-64.4%
47.1%
1.5%
-3.9x

2021E
43.9%
154.7%
15.9%
205.0%
59.9%
8.1%
-1.1x

2022E
24.1%
54.5%
19.8%
60.4%
63.5%
11.5%
-0.3x

2023E
20.9%
26.3%
20.7%
22.8%
61.7%
12.6%
0.0x

2024E
18.6%
23.6%
21.6%
19.0%
59.4%
13.7%
0.1x

2025E
16.8%
21.6%
22.5%
16.1%
56.7%
14.8%
0.1x

(1) Adj. EBITDA is deducted by estimated cash lease payments from 2019 onwards for comparability.
•

•

Base Case
Assumptions

•

•
•
•

Organic Growth:
• Forecast material organic declines in 2020 to reflect impact of COVID-19 followed
by recovery in 2021
• 7.5% thereafter to reflect underlying industry growth, market share, and pricing
M&A:
• Partial contribution from Planer acquisition in 2020
• $12.5 MM of acquisitions beginning in 2021. We assume acquisitions occur at 1.5x
revenue.
EBITDA Margins:
• Forecast material decline in profitability in 2020 and expect margins to recover in
2021-2022 timeframe
• ~90 bps margin expansion per year thereafter to reflect gross margin expansion and
operating leverage in R&D and corporate overhead
FCF Conversion: ~60% to reflect low capital intensity and low tax rate
Equity Raise: Additional $5MM equity raise in 2021 to further enable M&A ambitions
Exit Multiple: 13x 2025 EBITDA

IRR
18%

Financial Projections
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DOWNSIDE
Financial results (US$)
Revenue
Adj. EBITDA (1)
Cash Flow from Operation (Ex-W/C)
Free Cash Flow (Ex-W/C)
Free Cash Flow Per Share
Net Debt
Financial results (US$)
Revenue Growth
Adj. EBITDA Growth (1)
Adj. EBITDA Margin (1)
FCF Per Share Growth
FCF Conversion
ROIC
D/EBITDA

2019A
35,358,409
6,609,538
5,268,022
3,858,642
0.03
(2,882,135)

2020E
34,813,350
3,131,119
2,415,989
1,474,563
0.01
(12,198,695)

2021E
46,776,020
7,381,670
5,673,358
4,353,102
0.03
(8,002,628)

2022E
54,114,821
10,667,787
8,209,785
6,667,163
0.05
(6,817,369)

2023E
61,820,562
12,144,209
9,040,032
7,263,733
0.05
(6,173,388)

2024E
69,911,590
13,684,396
9,807,049
7,785,188
0.06
(5,994,077)

2025E
78,407,169
15,291,299
11,598,598
8,227,090
0.06
(6,194,436)

2019A
21.0%
6.7%
18.7%
-18.8%
58.4%
7.9%
-0.4x

2020E
-1.5%
-52.6%
9.0%
-64.4%
47.1%
1.5%
-3.9x

2021E
34.4%
135.8%
15.8%
183.6%
59.0%
8.4%
-1.1x

2022E
15.7%
44.5%
19.7%
53.2%
62.5%
11.9%
-0.6x

2023E
14.2%
13.8%
19.6%
8.9%
59.8%
12.1%
-0.5x

2024E
13.1%
12.7%
19.6%
7.2%
56.9%
12.3%
-0.4x

2025E
12.2%
11.7%
19.5%
5.7%
53.8%
12.4%
-0.4x

(1) Adj. EBITDA is deducted by estimated cash lease payments from 2019 onwards for comparability.
•

•

Downside
Assumptions

•

•
•
•

Organic Growth:
• Forecast material organic declines in 2020 to reflect impact of COVID-19 followed
by recovery in 2021
• 5% thereafter to reflect underlying industry growth
M&A:
• Partial contribution from Planer acquisition in 2020
• $7.5 MM of acquisitions beginning in 2021. We assume acquisitions occur at 1.5x
revenue.
EBITDA Margins:
• Forecast material decline in profitability in 2020 and expect margins to recover in
2021-2022 timeframe
• No margin expansion
FCF Conversion: ~55% to reflect low capital intensity and low tax rate
Equity Raise: No additional equity required to fund assumed acquisition pace
Exit Multiple: 10x 2025 EBITDA

IRR
5%
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Valuation
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> Vitrolife’s valuation doubled from 15x to 30x EBITDA today
> This provides meaningful upside to our Base Case exit multiple of 13x

•

Vitrolife experienced significant multiple expansion over the course of 2014 to 2019

•

At the outset, Vitrolife had ~US$47 MM of revenue and ~$11 MM of EBITDA (~24% margin), comparable to the scale and
profitability of Hamilton Thorne today

•

We believe there is a strong case for upside beyond our 13x exit valuation, as Hamilton Thorne demonstrates strong revenue
growth and operating leverage
‒ Each 1x increase to the exit multiple adds ~7.5% to our target price

Vitrolife Historical Valuation (EV / EBITDA)
45.0x
40.0x
35.0x
30.0x
25.0x
20.0x
15.0x
10.0x
5.0x
2011

2012

Source: Capital IQ, company filings.

2013

2014

2015

2016

2017

2018

2019
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> BURE AB is a Swedish holding company similar to FAX and is the 2nd largest
holder of Vitrolife
> At the time of investment, Vitrolife was similar size as Hamilton Thorne today –
stock has since increased 45x
•

Bure AB (US$1.5 BB market cap) was established in 1992 from the winding up of Sweden’s wage-earner funds, and was listed
on the Nasdaq Stockholm in 1993 (US$240 MM market cap)

•

“By actively developing a diversified portfolio of professionally managed companies and businesses, we seek to create value and
returns for our shareholders. Our business model is underpinned by strong commitment to, and working closely with, our portfolio
companies.”

•

10 portfolio companies; 6 listed

•

Investment criteria

‒ 12% IRR hurdle
‒ Concentrated portfolio
•

250.00

200.00

Material ownership position
‒ No established exit

•

Vitrolife Historical Share Price

150.00

Acquired a 19.0% position in Vitrolife in 2010

‒ 1 board representative
‒ 30% of current BURE NAV
‒ Revenue was US$30 MM, now $150 MM
‒ Market cap was US$70 MM, now $2.0 BB
‒ Stock was SEK4; now SEK187

Source: Capital IQ, company filings.

100.00

50.00

0.00

NASDAQ Up-Listing
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> Listing on the NASDAQ and eventual inclusion in Russell 2000 may serve as
catalyst for multiple expansion

•

As Hamilton Thorne grows in size, there may be an
opportunity for the Company to up-list shares from the
TSX Venture Exchange to the NASDAQ
‒ As a US-based, globally-focused company, this is a
logical extension to the company’s public market
strategy

•

There are currently no other US-listed ART or IVF
companies offering pure-play exposure
‒ The fertility segment within Cooper Companies
represents <5% of total company sales

•

A higher profile listing, exposure to a US investor base,
and potential Russell 2000 inclusion may help expand
HTL’s trading multiple, particularity given the scarcity of
similar investment themes
‒ Hamilton Thorne appears to substantially meet all
index inclusion requirements

•

XPEL Stock Price (2019)
$14.00
$12.00
$10.00
$8.00
$6.00
$4.00
Jul 1

Jul 16

Jul 31

Aug 15

Aug 30

Sep 14

Sep 29

Oct 14

HEXO Stock Price (2019)
$12.00

$10.00

‒ Smallest constituent has market cap of US$150 MM

$8.00

There are a handful of recent examples of Canadian
companies seeing meaningful valuation improvements by
listing on the NASDAQ

$6.00

$4.00
Jan 1

Source: Capital IQ, company filings.

Nasdaq Listing
3-Month Share Price
Growth: +82%

NYSE-A Listing
3-Month Share Price
Growth: +88%

Jan 16

Jan 31

Feb 15

Mar 2

Mar 17

Apr 1

Apr 16

Comparable Analysis
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> Hamilton Thorne’s most relevant comparable trades at ~30x 2021 EBITDA. We
believe that Hamilton Thorne will grow faster and has more profitability upside
> Medical Device Suppliers in general trade at ~20x EBITDA to reflect secular
demand growth, high barriers, and profitability
18-'21 Growth
Company Name

EBITDA

EV/EBITDA

FCF Yield

Revenue

EBITDA

Margin

2020

2021

2020

2021

Leverage

13%

12%

40%

40.1x

30.4x

1.7%

2.5%

-1.1x

Zimmer Biomet Holdings

7%
4%
8%
0%

8%
7%
9%
-1%

29%
24%
35%
33%

28.2x
17.6x
36.3x
21.1x

18.5x
15.7x
32.9x
13.0x

2.4%
3.5%
1.7%
0.6%

3.3%
4.3%
2.0%
4.1%

3.3x
1.1x
0.4x
2.8x

The Cooper Companies

4%

6%

33%

24.2x

19.1x

2.2%

3.4%

2.2x

Fisher & Paykel

13%

16%

31%

41.2x

35.1x

1.0%

1.6%

0.1x

Hill-Rom Holdings

2%

4%

21%

14.0x

13.2x

5.8%

6.1%

3.2x

Medical Suppliers Average

5%

7%

29%

26.1x

21.1x

2.5%

3.5%

1.9x

Medical Suppliers Median

4%

7%

31%

24.2x

18.5x

2.2%

3.4%

2.2x

Hamilton Thorne

20%

9%

19%

37.8x

14.8x

1.1%

3.7%

-1.6x

IVF Supplier
Vitrolife
Medical Devices and Suppliers
Boston Scientific
Baxter International
Coloplast A/S

Source: Capital IQ, FAX estimates

Valuation Summary
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> The market is not fully reflecting the value of Hamilton Thorne’s underlying
organic growth, operating leverage, and M&A platform.
Valuation Range by Methodology

$1.50 – $2.70

$1.10 - $2.20
$1.00 - $2.00

$1.40 - $1.90

$0.85 - $1.50
$0.85 - $1.10

Share Price

1.
2.
3.
4.
5.
6.

Historical Valuation

Precedent
Transactions

Comparable Analysis

Analyst Targets

FAX Methodology

Share price: 52 week price range
Historical Valuation: 10 year historical EV / EBITDA range of 12-15x applied to 2021 EBITDA.
Precedent Transactions: Range of 2-4x sales based on recent acquisitions.
Comparable Valuation: Medical supplies and equipment companies trade at 15-30x EBITDA; Vitrolife (direct comparable) trades at 30x EBITDA.
Analyst Targets: Coverage includes Acumen, Beacon Securities, Bloom Burton & Co, Canaccord, Cormark, M Partners
FAX Methodology: Base case and downside assumptions detailed previously.

IRR Waterfall
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Note: Target price based on FAX Capital’s 5-year projections. Refer to financials and valuation section for detailed assumptions.
(*) Multiple expansion assumes 20x EV / EBITDA at exit (Vitrolife is currently valued at 30x EBITDA)

Upside

Multiple
Expansion*

UPSIDE

Base Case

M&A
Contribution

Margin
Expansion

BASE CASE

Market Share
Gains

Downside

DOWNSIDE
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Risks & Mitigants

Key Risks & Mitigants
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Key Risk Factor

Mitigating Factors

FX risk

•
•

Margin compression

•

•
Increased competition

•
•

New technology (Risk of
obsolescence)

•
•

Funding changes

•
•
•

HTL is a USD reporter with USD costs while most of its revenues are generated outside of the U.S.
Strengthening of the USD against other currencies will have a negative effect on the Company’s results
(particularly the euro).
FAX considered hedging the euro but opted to not hedge at this time given record low pricing relative to
the USD.
HTL intends to switch from a distributor model to a direct sales model using the sales team from the
recently acquired Gynemed transaction. Our discussions with fertility clinics suggest that they are not
keen to switch providers of equipment especially given the risk of negative impact to IVF success rates.
HTL may not realize margin expansion from this initiative and find it difficult to acquire new customers.
Management has a good operational track record of managing costs and increasing margins.
Barriers to entry because of high regulatory requirements for new products, switching costs to change
incumbent and small market relative to other healthcare services (i.e. dental, vision etc.)
Specific product categories have exhibited oligopolistic characteristics and have not displayed price
erosion. Pricing has been resilient because of relatively low cost per IVF procedure. Market leader
Vitrolife has demonstrated price leadership and kept margins healthy in the industry.

Over the last 40 years, there have not been major technological changes and new technologies have
been at the margin, such as genetic testing and time lapse incubation.
HTL being a large player can also acquire or commercialize new technology to fill gaps in its product
portfolio.
Reductions in government funding can have negative impact on IVF cycles and fertility clinics. For
example, funding cuts in Germany (2004) and Quebec (2015) resulted in a meaningful decline in IVF
cycles in the short term. However, cycles recovered to previous levels over time.
HTL has a diversified exposure to multiple geographies. Thus, the effect of regulatory change is
mitigated.
Furthermore, regions that have increased funding has stimulated significant demand for IVF treatments.

Key Risks & Mitigants
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Key Risk Factor

Mitigating Factors

COVID-19

•
•
•
•
•

Covid-19 will have an effect on 2020 results as most IVF clinics globally have been substantially closed
through Q2 2020
Net impact of COVID-19 at present appears to be far less severe on ART market than originally feared
Coming out of COVID-19, HTL business should be very resilient
Economic instability should expedite M&A program at more attractive valuations
See “COVID-19 Impact Assessment” for further details

Value-destructive M&A

•

Management has had a good track record of disciplined acquisitions and profitable integrations.

Economic cycle

•

Given the high cost of IVF treatments, one would assume that IVF cycles would be highly sensitive to
the economic cycle. However, this is not true; IVF cycles have increased during periods of economic
recession even in markets that do not have public funding like the U.S. This is because the success rate
of an IVF cycle is inversely correlated with a mother’s age and thus is somewhat non-discretionary.
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Appendix

Hamilton Thorne
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MANAGEMENT BIOS

David Wolf
CEO and President, Board member
• A senior level executive with over 20 years of success, previously
he was a member of the founding management team of Elcom
International, Inc. (NASDAQ), where he played a key role in
growing the business to $800 million in revenues in four years and
orchestrating Elcom's successful IPO.
• Prior to Elcom, David was COO of JWP Information Services, a
subsidiary of JWP Inc. (NYSE), President and COO of NEECO,
Inc. (NASDAQ), a $250 million business IT distribution and
services business purchased by JWP.

Diarmaid Douglas-Hamilton
CTO, Senior VP of R&D, Co-founder, Board member
• Formerly Principal Scientist and Project Director at Avco Everett
Laboratories, and Technical Director at Eaton Corp.
• He is a physicist with broad specialties in optics and lasers,
holding multiple patents in assorted fields.

Michael Bruns
CFO, VP of Finance
• Most recently serving as CFO of Dover Saddlery Inc. (NASDAQ:
DOVR).
• Prior to joining Dover, Mr. Bruns served as VP of Finance for CPS
Direct, a communications marketing company and was the
Controller for Northeast Mobile Communications

Keith F. Edwards
Senior VP & General Manager, Hamilton Thorne Inc
• Keith’s experience in the IVF and orthopedic medical device markets
include successful product launches, go to market strategies for
innovations and a consistent focus on sales channel development.
• Recently he was President of Biocoat, Inc
Fabian Sell
Managing Director, Gynemed
• As co-founder and Managing Director of Gynemed, Fabian and his
team built Gynemed leading manufacturer and distributor of
consumables and equipment for the IVF clinic and laboratory
markets in Germany.
Adrian Fuller
Managing Director, Planer Limited
• Adrian joined Planer in 2014 as its Sales & Marketing Manager
before becoming Managing Director in 2018.
• For the majority of his working career Adrian has held various sales,
marketing, and technical support roles within Life Sci. corporations.
Joel Lopez
Senior VP & General Manager, Embryotech Lab
• Joel has served as Embryotech’s Vice President of Sales and
Marketing since March 2018.
• Joel has over 17 years of experience in the ART field, serving in a
variety of sales, marketing and product management roles at
Hamilton Thorne and Eppendorf North America.
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BOARD OF DIRECTORS

Meg Spencer
Chairman
• CEO and President of Hamilton Biovet, Inc., a supplier of large
and small animal breeding, diagnostic and therapeutic products
and was a co-founder and former CEO of Hamilton Thorne.
• Ms. Spencer has prior experience in the field of regenerative
medicine and other technology markets having founded two
previous companies, taking each from start-up to global market
leadership in their respective sectors.

Dean Gendron
Director
• Mr. Gendron is the founder, President and CEO of Redan Capital
Incorporated, a company that provides M&A, corporate finance and
investment banking advisory services.
• Mr. Gendron serves as a director of Sintana Energy and past
member of the TSX-V Ontario Advisory Committee and TSX-V
National Advisory Committee

Robert J. Potter
Chair of Compensation Committee
• CEO of SentryOne LLC, a performance optimization provider
across the Microsoft platform.
• Formerly CEO-in-Residence at Alpine Investors. Prior to that he
was Senior VP and General Manager of Rocket Software and
President and CEO of Expressor Software.
• Previously served with Sigma Partners, a leading venture group in
Boston; President and CEO of Kalido Corporation; and Executive
VP of Iona Technologie.

David Sable
Director
• Portfolio Manager for the Special Situations Life Sciences Fund L.P.
• Previously, Dr. Sable was Director of the Institute for Reproductive
Medicine and Science at Saint Barnabas Medical Center in New
Jersey.
• He is board certified in OB/GYN and REI, and has held academic
positions at Harvard Medical School and the Columbia University
Graduate School of Arts and Sciences.
• Served on the board of directors of RESOLVE: The National
Infertility Society

Bruno Maruzzo
Chair of Audit Committee
• President of TechnoVenture Inc., a technology consulting
company
• Mr. Maruzzo is currently a Director of Sintana Energy, a TSX-V
listed company; prior to that, Mr. Maruzzo served as Director of
Corporate Development at GeneNews, an early stage molecular
diagnostics company

Daniel K. Thorne
Director
• President of Star Lake Capital, Inc., a private venture capital firm
that invests in technology companies
• A Trustee Emeritus of the National Trust for Historic Preservation,
Chairman of Global Heritage Fund, Trustee of the Harris and Eliza
Kempner Fund

