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Recommendation Buy 

 
Risk Rating 

 
High 

12-mth Target Price (AUD) $7.80 (was $8.20) 

Share Price (AUD) $5.85 

12-mth Price Range $3.76 - $11.78 

Forecast 12-mth Capital Growth 33.3% 

Forecast 12-mth Dividend Yield 0.7% 

12-mth Total Shareholder Return 34.0% 

  

Market cap ($m) 383.8 

Net debt (net cash) ($m)(Jun 20e) (14.8) (net cash) 

Enterprise Value ($m) 369.0 

Gearing (Net Debt/ Equity) N/a – Net cash 

Shares on Issue (m) 65.6 

Sector Healthcare 

Average Daily Value Traded ($) $655,000 

ASX 300 Weight n/a 

Financial Forecasts & Valuation Metrics  

 
  

MVP SHARE PRICE PERFORMANCE   
 

 

  

 

Years ending June $m 18(A) 19(A) 20(e) 21(e) 22(e)

Sales revenue 17.5 20.9 20.4 24.1 34.5

Sales growth -5% 20% -2% 18% 43%

Ebitda 2.3 3.1 2.4 3.6 6.0

NPAT (adjusted) 0.3 0.7 -0.1 -0.1 1.8

EPS (adjusted) 0.6 1.0 -0.1 -0.1 2.8

EPS growth -81% 72% -109% large large

DPS 4.0 4.0 3.0 3.0 3.0

P/E 998.9 579.3 -6,617.4 -4,794.7 208.2

EV / Sales 20.3 17.2 18.1 15.3 10.4

EV / Ebitda 152.5 117.2 151.2 103.8 59.4

Yield 0.7% 0.7% 0.5% 0.5% 0.5%

Net debt / equity 40.2% net cash net cash net cash net cash

Source: Phillip Capital estimates

Summary 

Medical Developments International (MVP) has 3 segments: 

 Pharmaceuticals (69% of FY19 revenue) - is engaged in 

the manufacture and sale of the Penthrox “green whistle” 

emergency pain relief device and methoxyflurane drug; 

 Medical Equipment (“Space Chambers” and other asthma 

/ respiratory care devices)(28% of revenue);  

 Veterinary Equipment (3% of revenue).  

The two main segments are both undergoing strong 
international expansion.  

We forecast Penthrox sales to go from $11.9m in FY19 to 
$128m for the 41 approved countries to date, under a 12 year 
roll out scenario. Approvals to be sought in a further 50+ 
countries including the USA, China and Russia could take this 
to $240m of annual sales (not in our forecasts). 

What has changed? 

 1H20 Revenue $10.9m (v $9.8m) up 14.4%. Ebitda 
$1.5m (v $1.2m) up 21%. NPAT $0.2m (v $0.1m). DPS 
2.0 cents (unchanged). All approximately in line with 
our forecasts.  

 However Medical Equipment sales +46% was 33% 
ahead of our forecast, but Penthrox sales +5.5% was 
14% below our ~20% growth assumption. 

 CoVid-19 impact – With populations in lock down, 

sport and unessential activities curtailed, and traffic 
numbers down, we expect demand for Penthrox 
accident / emergency pain relief will also be reduced 
significantly. New country approvals and take up will 
also be delayed. We downgrade Penthrox sales by 
36% / 35% and 17% for FY20 / 21 & 22. Respiratory 
devices upgraded by 18% / 18% / 18% partly offset. 

 CEO John Sharman to leave after 10 years with MVP. 

 We have increased confidence in the prospects for the 
new “Continuous Flow” drug manufacturing technology 
with CSIRO. We review this in more detail.   

Change in Estimates 

 We have lowered revenue forecasts by -21%, -20% 
and -10% for FY20 /21 /22. Ebitda reduced by -42%, -
37% and -27%.  

 Our updated Sum of the Parts / DCF valuation range is 
$5.82 to $9.83 with a mid-point of $7.82 (previously 
$6.39 to $10.00, mid-point $8.20). We set our 12-mth 
price target at $7.80 (previously $8.20), down -5%. 

 We value the US opportunity for Penthrox at A$97m or 
~$1.48 per share, the China opportunity at A$58m or 
$0.88 per share, and Flow at $60m or $0.91 /share.  

Recommendation – 12-mth Price Target $8.20 

MVP shares have fallen ~50% in the last 4 months. We still 
see value and a number of catalysts in 6-12 mths (US IND 
restart, further new country launches and Continuous Flow 
licence deal). Buy maintained despite the downgrade.  

 

Medical Developments Int Ltd (MVP) 
Penthrox soft patch – But we go with the Continuous Flow 
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Changes in Estimates 

We review MVP’s 1H20 result in detail in this report. We have made a number of 
changes to our forecasts following our review of the result, and also possible CoVid-19 
impact on Penthrox, as follows:  

 With populations in lock down, sport and unessential activities curtailed, and traffic 
numbers down, we expect demand for Penthrox accident / emergency pain relief 
will also be reduced significantly. New country approvals and take up will also be 
delayed. We also push back our launch dates for Germany and Spain by one 
year. We downgrade Penthrox sales by 36% / 35% and 17% for FY20 / FY21 & 
FY22. There will still be car and motorcycle accidents and industrial accidents, but 
not so many. Burns victims will still need pain relief whist dressings are changed. 
But we think leisure based accidents will literally fall off a cliff (at least 
temporarily). 

 Medical Equipment division (asthma & respiratory devices) revenue upgraded by 
18% / 18% / 18% partly offset, following much better than expected 1H20 growth 
and margins. CoVid-19 may see asthma patients upgrade their masks and 
spacers, particularly children who grow out of them. Parents will want their 
children to have the best-fitting equipment, and possibly a spare.  

 Veterinary Equipment revenue reduced by 50% following disappointing 1H20 
results (fairly immaterial to group results though). 

 These changes lower our Ebitda forecasts by -42% for FY20, -37% for FY21 and -
27% for FY22.  

 Our forecasts beyond FY23 are largely unchanged, which is partly why our 12-
month price target only falls by 5% to $7.80. 

 And in our “Optimistic Case” Sum of the Parts valuation, we double our 
guestimate for the value of MVP’s new Continuous Flow technology from $30m to 
$60m, following further consideration, discussions with CSIRO and our own 
research. 

 

 

  

Changes in Estimates FY19

Years ending June $m Old New Change Old New Change Old New Change

External sales:

Pharmaceuticals (Penthrox) 11.9 15.8 10.0 -36.5% 19.5 12.7 -34.6% 25.2 20.9 -17.3%

Medical Devices (space chambers) 5.9 6.5 7.7 18.2% 7.2 8.5 18.2% 7.8 9.2 18.2%

Veterinary Equipment 0.6 0.6 0.3 -50.0% 0.6 0.3 -50.0% 0.6 0.3 -50.0%

Total external sales 18.5 22.9 18.0 -21.3% 27.3 21.5 -21.1% 33.6 30.3 -9.7%

Amortisation of Upfronts (Penthrox) 2.4 2.8 2.3 -15.8% 3.0 2.6 -13.6% 4.5 4.1 -8.8%

Sales revenue 20.9 25.7 20.4 -20.7% 30.2 24.1 -20.3% 38.1 34.5 -9.6%

Sales growth 20% 23% -2% -25.5% 18% 18% 0.6% 26% 43% 17.0%

EBITDA (excl FX gain) 3.1 4.2 2.4 -41.9% 5.7 3.6 -37.5% 8.3 6.0 -27.5%

Ebitda growth 32% 37% -20% 36% 46% 44% 69%

Depreciation & Amortisation of Regn costs -2.3 -2.8 -2.8 0.0% -4.0 -3.9 -2.5% -4.2 -4.1 -2.4%

EBIT 0.8 1.4 -0.4 -127.5% 1.7 -0.3 -117.9% 4.1 1.9 -52.6%

NPAT (reported) 1.0 1.3 -0.1 -104.5% 1.4 -0.1 -105.7% 3.4 1.8 -45.8%

NPAT (normalised) 0.7 1.3 -0.1 -104.5% 1.4 -0.1 -105.7% 3.4 1.8 -45.8%

EPS (norm) 1.0 1.9 -0.1 -104.7% 2.2 -0.1 -105.5% 5.2 2.8 -46.0%

DPS 4.0 4.0 3.0 n/a 4.0 3.0 n/a 4.0 3.0 n/a

12-month Price Target 8.20$           7.80$           -5%

Source: Phillip Capital estimates

FY20e FY21e FY22e
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Valuation & Recommendation 

We have revised our 10 year DCF forecasts and assumptions, which capture the 
expected ramp up of Penthrox sales to international markets.  

 

Our “Base case” valuation range has reduced slightly to $5.82 (risk weighted) to $9.83 
(unrisked), with a mid-point of $7.82 (previously $6.39 to $10.00, mid-point $8.20). We 
set our 12-mth price target at $7.80 (v $8.20 previously). 

Our “Optimistic case” adds a further $0.25 to $1.26 per share for the “blue sky” 
opportunities of MVP possibly being successful at taking Penthrox into new market 
segments (i.e. beyond the accident & emergency department, into cancer treatment, 
burns patients, minor surgical procedures and possibly home use), and our guestimate of 
the value of the new “continuous flow” drug manufacturing technology ($60m previously 
$30m). We review the prospects for this technology at pages 9-13 of this report.    

Share price Catalysts  

We see a number of important catalysts on a 6-12 month view: 

 Progress with numerous other country approvals and launches (Italy recently 
launched, Germany & Spain still to come).  

 Results from the Post Authorisation Safety Study (PAS) in the UK covering 1,000 
patients, and further Pharmacokinetics and toxicology studies completed (~ next 6 
months).  

 UK Ambulance adoption - MVP currently has 2 of the 13 UK Ambulance trusts 
ordering Penthrox, and a further 4 have it under review and are awaiting MVP’s 
above trial results.  

 Lodging amended IND submission with the US FDA (late CY20) and getting 
“clinical hold” lifted / Re-starting US IND approval process.  

 Progress on clinical trials to support China application. Possible CFDA approval 
late 2021 / launch early 2022. 

 Possible licencing deal for MVP’s new “continuous flow” drug manufacturing 
technology which MVP believes has significant commercial potential to reduce the 
cost of making large volume drugs such as Lidocaine (numbing drug commonly 
used by dentists), Diclofenac (Voltaren – pain and anti-inflammatory drug), and 
potentially some other large volume drugs. MVP has flagged a possible licencing 
deal by end 2020.  

Sum of the Parts / DCF Valuation

199.7 n/a 199.7

(Pharma includes 41 countries approved to date)

271.2 108.5

(50 new countries, could be more)(excludes US & China)

57.6 23.0

96.9 48.5

19.4 1.9

(assume A$52m max received in FY24, & 80% margin, 27.5% tax)

22.7 4.5

(Assume adds 10% to Pharma sales, from FY23)

(External use - New drug applications - Guestimate) 60.0 12.0

Source: Phillip Capital estimates

Assumptions: 10 year DCF model; WACC 11.0%, Terminal Growth Rate 4.0% (except we use 5.0% for China)
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1H20 Result Review 

For the 6 months ended December 2019 MVP reported revenue of $11.4m (v $9.5m), 
+14% and a net profit after tax of $0.2m (v $0.1m pcp). Both were approximately in line 
with our forecasts of $11.1m revenue and $0.1m NPAT. 

However the mix of revenue between the 3 divisions was quite different. Medical 
Equipment (asthma space chambers) had revenue growth of 46% which was 33% better 
than our forecast; However Penthrox disappointed with revenue growth of just 5.5% 
versus our expectations of ~20% growth. The legacy Vet Equipment business also 
disappointed with revenue down 56% but this is immaterial to the overall result.  

 

 

MVP - 1H20 Results Review Phillip Capital

6 months ended Dec $m 1H18 1H19 2H19 1H20 Change Change Comments Estimates

on pcp on 2H19 1H20 Variance

Revenue

Penthrox - External Sales 3.7 5.2 6.7 5.4 5.5% -19.4% Disappointing growth given multi-country roll outs underway 6.3 -14%

Medical equipment (space chambers) 2.7 2.8 3.1 4.1 46% 30.0% Excellent growth 3.1 33%

Veterinary Equipment 0.3 0.4 0.3 0.2 -56% -38.0% Immaterial, but this business has had no investment so no growth 0.4 -56%

External Sales - Group 6.8 8.3 10.1 9.7 17% -4.5% Space chambers ahead of our expectations; Pethrox below. 9.8 -1%

Penthrox - Amortisation of milestones 1.0 1.2 1.2 1.2 0% 0.0% $32m received in advance, being amortised at $2.4m per year 1.3 -7%

Op. Revenue 7.8 9.5 11.4 10.9 14% -4.1% Space chambers ahead of our expectations; Pethrox below. 11.1 -2%

Cost of Goods Sold  (2.2) (3.2) (3.4) (3.6) 11% 4.6% (3.5) 2%

Gross Profit 5.6 6.3 7.9 7.3 16% -7.8% 7.5 -3%

Gross Profit Margin 71.5% 65.9% 69.7% 66.9% 1.0% -2.7% Gross margin improved on pcp 68.0% -2%

Other Income 0.0 0.0 0.0 0.0 0.0

Cash Operating Expenses (4.7) (5.0) (6.1) (5.8) 15% -5.0% Operating costs up 15% on pcp and higher than our forecast (5.2) 12%

EBITDA 0.9 1.2 1.8 1.5 21% -17.3% Ebitda up 21% on pcp, slightly ahead of our forecast 1.4 11%

Ebitda Margin 11.2% 13.0% 16.0% 13.8% 0.8% -2.2% Slight improvement in Ebitda margin 12.2% 13%

Depreciation & Amort (0.7) (1.1) (1.2) (1.3) 17% 11% Depn up 35% (new equipment at Scoresby); Amort up 2% seems low (1.4) -9%

EBIT 0.1 0.1 0.7 0.2 59% -67% EBIT still tiny -0.1 -465%

Ebit Margin 1.8% 1.4% 5.8% 2.0% 39% -66% EBIT margin tiny -0.5% -471%

Net Interest Income (Expense) (0.0) 0.1 0.3 0.2 210% -52% 0.2 -21%

Pre-tax profit 0.1 0.2 1.0 0.4 101% -62% 0.1 164%

Income Tax Credit (Expense) 0.0 (0.1) (0.5) (0.1) 146% -71% (0.0) 243%

Tax Rate 7.6% -29.0% -46.7% -35.7% -7% -24% -27.5% 30%

NPAT (reported) 0.1 0.1 0.9 0.2 82% -74% NPAT positive, but tiny 0.1 135%

Adjustments 0.0 0.0 -0.4 0.0 0.0

NPAT (adjusted) 0.1 0.1 0.5 0.2 82% -54% NPAT positive, but tiny 0.1 135%

EPS - Reported (cents) 0.2 0.2 1.4 0.4 72% -74% 0.2 135%

EPS - Normalised (cents) 0.2 0.2 0.8 0.4 72% -54% EPS postive, but tiny 0.2 135%

DPS (cents) 2.0 2.0 2.0 2.0 0% 0% Dividend held flat; Not covered by current EPS 2.2 -9%

Franking 100% 100% 100% 100% 100% 0%

Geographical Revenue

Australia 4.8 5.8 23% Penthrox sales +18%, Space chambers +44% 1.4 331%

New Zealand 0.5 0.6 10% Solid double digit growth

International 3.3 3.3 -1% Space chambers up 46% worldwide, so Penthrox deliveries (lumpy) & Veterinary down

Subtotal - external sales 8.6 9.7 13%

International - amortisation of up-fronts 1.2 1.2 0%

Worldwide revenue 9.8 10.9 11%

Cash Flow

Gross Cash Flow 1.6 1.2 1.8 1.5 21% -17% 1.4 11%

Upfront & milestones recd 0.0 20.8 0.0 0.2 -99% n/a 1H19 included $20m up-front from Daichi for China, Vietnam and Thailand 0.0

Operating Cash Flow 1.5 22.8 -1.6 2.8 -88% -279% No major up-fronts received this half  (only $200k recd) 1.5 85%

Investing Cash Flow -5.2 -5.2 -4.3 -4.6 -13% 6% $4.3m capitalised dev & registration costs; $0.6m plant & equipment -1.4 223%
Cash from Financing 2.9 13.8 -0.8 -0.8 -106% 5% Includes dividend payment $0.9m 1.4 -158%
Change in Cash -0.8 31.4 -6.6 -2.5 -108% -62% $2.5m cash outflow; MVP still investing strongly 1.5 -271%

Balance sheet items

Net cash (debt) -8.5 32.0 25.4 19.6 -39% -23% Strong net cash position of $19.6m, but down $5.8m (23%) in 6 mths 24.1 -19%

Working capital:

  Debtors 4.3 3.4 6.4 4.6 34% -28% Debtors up 34% Vs external sales up 17% over the pcp

  Inventory 3.2 3.0 3.0 4.1 34% 33% Inventories up 34% Vs external sales +17% on the pcp

  Creditors -3.2 -4.1 -3.4 -4.6 11% 34% Creditors up 11% in line with cost of sales up 11% on pcp

Total working capital 4.3 2.4 6.0 4.1 74% -32%

Inventory days 75 58 53 68 17% 27% Inventory days OK given products are sold globally

Debtor days 100 66 112 77 17% -31% Debtor collections fairly slow at 77 days

Creditor days 75 78 60 76 -3% 28% Creditor days fairly slow at 76 days

Goodwill 9.1 9.1 9.1 9.1 0% 0% 9.1 0%

Intangibles (ex Goodwill) 22.5 26.2 29.7 33.3 27% 12% Includes capitalised dev/ registration costs $4.3m less amort $1.2m 29.7 12%

Total Assets 49.5 86.2 84.8 87.1 1% 3% 86.3 1%

Total Liabilities -28.5 -42.1 -40.2 -42.7 1% 6% -43.0 -1%

Net Assets 21.0 44.1 44.6 44.4 1% 0% 43.3 3%

Book value per share ($) 0.36$       0.68$       0.68$       0.68$       0% -1% 0.66$       3%

Source: MVP accounts; Phillip Capital estimates
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Key Points from the result –  
Pharmaceuticals Division (Penthrox) 

External sales $5.4m up 5.5% was disappointing compared to our expectation of $6.3m 
and 21% growth, and following 47% growth in FY19. However MVP’s sales numbers are 
sales ex-factory to its various international distributors and these can be lumpy depending 
on the size and frequency of new orders placed by distributors. 

MVP also receives “in market” information from the distributors of sales within each 
region. This data shows strong sell-through trends, but we cannot audit such data.  

 Australian Penthrox sales $3.7m (v $3.2m) +18%. Recent new distributor 
Mundipharma seems to be getting increased penetration into GP clinics (+54%) and 
hospitals (MVP continues to do Ambulance directly itself). 

 NZ – Penthrox sales up +24% (reported revenue +10% for all products).  

 UK sales +42% (now into its 4th year since launch). Now 608 customers 
including 131 hospitals and 2 ambulance trusts (of 13 total).  

 France – growth not separately disclosed but now 386 customers. 

 European sales +35% (includes France). 182 customers across the rest of Europe 
(1,176 including UK & France, up 33% on the pcp). Penthrox launched in Italy, but 
Germany delayed (unable to get government reimbursement so revising plans with 
Mundipharma to launch into the private pay market). MVP believes customers in Europe 
can grow to 5-10,000 (v 1,176 now) which implies a potential increase of 325% to 750%. 

 
Source: MVP presentation, 16/3/20. NB the above data includes the UK.  

Ebitda was $2.6m (v $2.5m) +2.3%. The ebitda margin was 38.6%, down slightly on the 
pcp of 39.4% but still very strong.  

 

Prospects - New country launches / other opportunities 

Penthrox has now been launched in market in Ireland (Nov 2015), the UK (Jan 2016), 
France & Belgium (Feb 2017), Slovakia, Sweden, Denmark, Norway, Finland, Poland (all 
approximately May 2018), Switzerland, Portugal, Slovenia, Croatia, Austria, Italy (Oct 
2019), and the Czech Republic. 
   

 2018 launches included: Slovakia, Slovenia, Poland, Croatia, Austria, Switzerland, 
Norway, Portugal, Finland and Sweden. These markets should be ramping up. 

 2019 launches included: Czech Republic, Denmark, Iceland and Italy so it is early 
days for these markets. Reimbursement in Italy expected from late 2020. 



PhillipCapital | Equity Research 
Medical Developments Int. (MVP) 

Page 6 

 

 

 Planned 2020 launches: Netherlands (per MVP results presentation p14).  

 Planned 2021 launches: Greece, Kosovo, Macedonia, Montenegro, Luxembourg, 
Spain, Lithuania, Germany, Latvia, Russia. 

 Planned 2022 launches: Hungary, Serbia, Bosnia & Herzegovina, Romania, 
Estonia, Bulgaria, Cyprus, China.  

 Planned 2023 launches: USA  

 Russia (population 144m in 2017) – marketing authorisation application lodged, 
and $200k milestone payment received from distributor. 

 Penthrox approved for use by the UK military and given a NATO number (makes 
ordering by any NATO member much easier; NATO – inter-governmental military 
alliance between 30 north-American and European countries).  

 Progressing South Korea approval (population 51m 2019). 

 USA – expect to address all the “clinical hold” issues in Q3CY20 and re-file the 
IND application (Investigative new drug) by late CY20. MVP continues to discuss 
its commercial plans for the US with potential distributors / interested parties. We 
would expect a multi-million licence fee and royalty for a market such as this 
(population 327m 2018).     

    

Medical Devices (asthma space chambers) 

Sales $4.1m (v $2.8m) up +46%. This was $1.0m better than our forecast of $3.1m 
(+11%). There was strong growth in all major regions with USA sales up 49%, Canada up 
207%, UK & Europe +73%, Australia up 44% and global respiratory device sales up 49%. 

This followed negative growth of -8.1% in FY19 (UK distributor built stock expecting a 
major new customer to come on, which didn’t happen) and -2.7% in FY18.  

Ebitda was $0.7m (v $0.1m) up 858%. The ebitda margin was 17.1% v 2.6% pcp and 
9.7% for FY19.     

Prospects 

MVP says it is now well on the way to establishing MVP as a major supplier in the USA 
where it is now ranged in over 20,000 of the USA’s 88,000 pharmacies, including 
WalMart (~5,000) and just launched in Walgreens (which has ~9,000 pharmacies). 

UK / European ordering patterns have also returned to normal and showed excellent 
growth. The large UK chain (~2,500 stores) still represents an open opportunity.  

A new collapsible disposable spacer made from cardboard launched a year ago has also 
been selling well in both personal and hospital markets.  

Press reports indicate customers have been stocking up on ventolin, so there could be 
also be increased demand for the associated breathing spacers which assist people with 
respiratory issues to inhale the right amount of medication. This division could be an 
indirect beneficiary of Covid-19.  

We have increased our forecasts for this division significantly.  
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 The UK has a number of large pharmacy chains. However France & Germany do not. 

 

   

Veterinary Equipment 

Sales $160k (v $360k) -59%. No reasons or commentary was provided. This is a legacy 
business dating back to MVP’s foundations. Not a growth business and not a priority.  

Ebitda was $46k (v $120k) -62%. The ebitda margin remained strong at 28.8% (v 33.3%). 

We have downgraded our forecasts for this legacy business.   

Top Pharmacy Groups in the UK

Stores

Tesco 3,787        (stores - the no. of pharmacies may be lower)

Boots (now owned by Walgreens) 2,500        

Lloyds (owned by McKesson Corp) 1,500        

Superdrug (owned by Watsons/ Hutchison Holdings) 900           

Well Pharmacy (formerly The Co-Operative Pharmacy)(Bestway Group) 794           

Asda 631           

Morrisons (owned by WM Morrson Supermarkets plc) 498           

Gordons Chemists 60             

Total UK ~12,000

Source: Wikipedia, Google, Statista, Phillip Capital estimates
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Cash Flow Statement 

Operating cash flow was $2.8m (v $22.8m pcp) including $200k licence fee for Russia. 
The prior period included a $20.8m upfront licence fee from Daiichi Sankyo for China, 
Vietnam and Thailand. 

Investing cash flow was an out-flow of $4.6m (v $5.2m out-flow) as follows: 

 Plant and equipment (chiefly at Scoresby) $0.6m (v $1.0m) 

 Investment in intangible assets $4.3m (v $4.3m) being capitalised clinical trials, 
product development and new country registration costs. 

Cash flows from financing was an outflow of $0.8m being mainly the payment of the 
dividend. There was $0.2m of new capital raised being CSIRO unlisted options (v $23.6m 
new equity raised in the pcp).  

 

Balance Sheet 

 MVP had net cash of $19.6m at end-December 2019 (v net cash debt of $25.4m 
at end-June 2019). The reduction of $5.8m in the period was mainly due to the 
$4.3m investment in intangibles (R&D and capitalised new country registration 
approvals) and $3.0m of leases now treated as debt on the balance sheet.  

 Total assets were $87.1m (v $84.8m) with $3.0m of leased assets now included in 
Plant & Equipment under AASB 16, with a corresponding lease liability. 

 Total liabilities were $42.7m (v $40.2m) up $2.5m. Liabilities include $30.6m (v 
$31.4m) of revenue received in advance that will be progressively amortised to 
revenue as Penthrox is launched into new countries.  

 Net assets per share unchanged at $0.68 per share.  

 Net tangible assets per share was $0.02 per share (v $0.06 per share).  
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Continuous Flow – New pharmaceutical manufacturing technology 

7 pages (27%) of MVP’s 26 page results presentation (excluding cover pages and 
disclaimers) were devoted to discussing this opportunity.  

 

 

Source: CSIRO video https://research.csiro.au/floworks/ 

Continuous Flow  

For a number of years, MVP has paid CSIRO to help it develop an improved method of 
manufacturing methoxyflurane (the active Penthrox pain-killing drug) which has resulted 
in the first commercial adoption of “continuous flow (CF)” manufacturing process for a 
drug for humans. The IP developed for the application is owned by MVP, with CSIRO 
receiving cash, MVP shares and MVP unlisted options, but no royalty.  

MVP believes this is a “global breakthrough” disruptive technology which could slash the 
costs of manufacturing APIs (active pharmaceutical ingredients) by “up to 50%” 
compared to existing decades old batch processing methods, and commercial quantities 
can be produced from a much smaller facility (the size of CEO John Sharman’s office) as 
opposed to a large pharmaceutical plant with large stainless steel vessels the size of a 
swimming pool. 

We have discussed the business prospects with CSIRO which in 2016 established the 
CSIRO Centre for Industrial Flow Chemistry at Clayton (pictured below). The facility is a 
purpose-built 410 m2 pilot scale foundry available for industry and research bodies to 
partner and develop “flow” chemistry processes.  

    

Source: https://www.manmonthly.com.au/news/csiro-set-improve-chemical-manufacturing/ 

  



PhillipCapital | Equity Research 
Medical Developments Int. (MVP) 

Page 10 

 

 

Benefits of Continuous Flow per CSIRO 

Continuous flow processing 

Flow reactors for continuous flow processing consist of either tubular pipes or channelled 
plates in which chemical reactions take place in a continuous stream within a well-defined 
temporal and spatial environment. Flow reactors offer many advantages over 
conventional batch reactors, including:  

 Better process control resulting in higher product yields & purities, shorter reaction 
times, and less waste generation. 

 Better scalability due to compact, efficient and modular reactor design (heating or 
cooling a narrow tube is much more efficient than having to heat and cool large 3 
inch thick stainless steel vessels the size of a swimming pool, with much lower use of 
energy, solvents and a very significant reduction in waste). 

 Smaller physical footprint resulting in reduced capital, operating & maintenance 
costs. 

 Superior Inherent safety resulting in lower risk of exposure & catastrophic events.  

 

 
Source: CSIRO 

 
CSIRO appear to be at the forefront of the flow Vs batch chemical production technology 
evolution, and MVP’s methoxyflurane has provided the ideal real life test bed for the 
concept. MVP sees significant potential to manufacture other small molecule generic 
drugs at a fraction of the cost, either by itself, or by licensing out the technology.   

We have previously included a $30m nominal valuation of this technology in our Sum of 
the Parts valuation of MVP. Following discussions with the CSIRO, we have decided to 
double this valuation. It looks an excellent opportunity to us, and we do not think the 
market is placing any value on this currently.      

5 year Manufacturing Development project with CSIRO 

CSIRO was involved with MVP in developing the original methoxyflurane production 
process approved by the FDA in 2002. On 29 October 2019 MVP announced a new 5 
year global exclusive development agreement with the CSIRO, extending the previous 
5/6/17 agreement to develop the “next generation of manufacturing technologies to make 
“small molecule” pharmaceutical products at significantly reduced cost and improved 
quality, compared with traditional processes”.  

MVP said it would invest up to $5m in this project over 5 years (The 5/6/17 agreement 
was for up to $3m over 3 years). MVP to fund the project as follows: 

 MVP may elect to pay up to 60% of CSIRO’s fees by issuing ordinary shares (at 
7-day VWAP); and 

 40% of funds received by CSIRO to be invested back into MVP by way of 
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purchasing share options (unlisted, term of 10 years, issue price a 10% discount 
to 7 day VWAP) at the date of invoice. The options may only be exercised / 
vested when a developed technology has been proven to be commercially viable).   

According to MVP’s latest accounts (page 9), CSIRO has been issued with $1.0m of 
options to end-December 2019. MVP will own the IP and has patent applications pending 
as well as relying on “trade secrets”.  

MVP is already using CF commercially for the low volume methoxyflurane, and has 
successfully produced “pilot scale” quantities of lidocaine (see 20/2/18 ASX 
announcement). Lidocaine is a US3.5 billion global sales drug. MVP is working on 
commercial scale quantities currently (> 100 kgs per day). The 29/10/19 announcement 
said the Lidocaine project was in the final stages of development after which it could be 
ready to go to market. In the 19/2/20 interim results announcement, MVP said it had not 
yet completed this final step, but remained confident. MVP has met with, and begun 
commercial discussions with several global manufacturers of Lidocaine.   

In the 16/3/20 presentation, MVP says it is “investing millions in this disruptive global 
technology”. We understand management hope to conclude its first licencing deal 
for the technology before the end of this calendar year.  

In addition, there are a number of other drugs MVP is progressing, with more than 100 
drugs on its target list. MVP is confident the CSIRO project will deliver several valuable 
commercial opportunities in the future.   

We understand that Lidocaine was chosen by MVP and CSIRO as the first candidate 
because it was a large selling generic drug (US$3.5m of annual sales), its chemistry was 
ideal for the flow process, and MVP was already in the sector and was seen as an 
innovative “first mover”.   

MVP’s future applications for Continuous Flow  

 

+ MVP says there are more than 100 drugs on its target list. 
Source: MVP presentation 16/3/20 page19 

 

Lidocaine 

Lidocaine (also known as Xylocaine and Lignocaine) is an injected medication used to 
numb tissue in a specific area (local anesthetic). It is also used to treat ventricular 
tachycardia and to perform nerve blocks. Lidocaine mixed with a small amount of 
adrenaline (epinephrine) is available to allow larger doses for numbing, to decrease 
bleeding, and to make the numbing effect last longer. Lidocaine, sold under the brand 
names Akten, Glydo, and Lidoderm, relieves pain when applied to the skin via cream, 
gel, or patch.  

Lidocaine was discovered as a potent anaesthetic in Sweden in 1943. The name 
xylocaine was created as a union of its most important raw product, xylidine, and the 
general suffix used for local anaesthetics, “-caine.” On May 11, 1948, the patent for 
Xylocaine® was approved in Sweden, supported by the toxicology reports and clinical 
results showing that lidocaine had a pronounced and unexpected anaesthetic action. In 
November 1948, Xylocaine® was approved by the Food and Drug Administration for use 
in the United States. Astra AB (now AstraZeneca) commercialised the drug which is now 
a generic. 
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Source: https://lidocaine.weebly.com/references.html 

 

Diclofenac (trade name Voltaren, Cataflam, others) 

Diclofenac, sold under the brand name among others, is a nonsteroidal anti-inflammatory 
drug used to treat pain and inflammatory diseases such as gout. It is taken by mouth, 
used by injection, or applied to the skin. Improvements in pain typically occur within half 
an hour and last for as much as eight hours. 

Diclofenac was patented in 1965 by Ciba-Geigy. It came into medical use in the United 
States in 1988. It is available as a generic medication. In 2016 it was the 78th most 
prescribed medication in the United States with more than nine million prescriptions.  

Salbutamol (trade name Ventolin, Proventil, others) 

Salbutamol, also known as Albuterol and marketed as Ventolin among other brand 
names, is a medication that opens up the medium and large airways in the lungs. It is 
used to treat asthma, including asthma attacks, exercise-induced bronchoconstriction, 
and chronic obstructive pulmonary disease. 

Salbutamol was patented in 1966 by Glaxo in Britain and became commercially available 
in the UK in 1969. It was approved for medical use in the United States in 1982. It is on 
the World Health Organization's List of Essential Medicines, the safest and most effective 
medicines needed in a health system. In 2016, it was the tenth most prescribed 
medication in the United States, with more than 47 million prescriptions.  

Isoflurane / Desflurane / Sevoflurane 

Isoflurane - is a general inhalation anaesthetic used for induction and maintenance of 
general anaesthesia. It induces muscle relaxation and reduces pains sensitivity by 
altering tissue excitability. 

Desflurane - is a highly fluorinated methyl ethyl ether with general anaesthetic and 
muscle relaxant activities. It is one of the most commonly used volatile anaesthetic 
agents and has an excellent safety record. Together with sevoflurane, it is gradually 
replacing isoflurane for human use, except in economically undeveloped areas, where its 
high cost precludes its use. It has the most rapid onset and offset of the volatile 
anesthetic drugs used for general anesthesia due to its low solubility in blood.  

Sevoflurane - is a sweet-smelling, non-flammable, highly fluorinated methyl isopropyl 
ether used as an inhalational anaesthetic for induction and maintenance of general 
anaesthesia. After Desflurane, it is the volatile anaesthetic with the fastest onset and 
offset.  
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We note that isoflurane and sevoflurane are related compounds to methoxyflurane. 

 

Source: https://pubchem.ncbi.nlm.nih.gov/compound/42113#section=Related-Compounds-with-Annotation 

 

Footnote: Highly fluorinated chemicals, sometimes referred to as PFCs are a group of 
chemicals containing carbon-fluorine bonds. 

 

Leflunomide (Arava, Arabloc, Lunava) 

Leflunomide (original brand name Arava) is an immunosuppressive disease-modifying 
antirheumatic drug (DMARD), used in active moderate-to-severe rheumatoid arthritis and 
psoriatic arthritis. It is a pyrimidine synthesis inhibitor that works by inhibiting 
dihydroorotate dehydrogenase.  

Arava was developed by Sanofi Aventis and approved by the U.S. Food and Drug 
Administration in 1998.    
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Company Description 
 

Medical Developments International Limited (MVP), is an Australian based healthcare 
company. The Company operates through three segments: Pharmaceuticals, Medical 
Devices and Veterinary products. 
 

Pharmaceuticals (59% of FY18 sales) - is engaged in the manufacture and sale of 
“Penthrox” (methoxyflurane), a generic pharmaceutical product which provides pre- 
hospital and emergency pain relief, by being inhaled by the patient through an associated 
delivery device (the Penthrox inhaler, also known as the “green whistle”). Penthrox has 
been manufactured in Australia by MVP since 2002, and MVP is the only known 
manufacturer of the drug. Sales have expanded from Australia and New Zealand, into 
several major new markets including Ireland (Nov 2015), the United Kingdom (Jan 2016), 
and France (Feb 2017), with approvals now received for 38 countries and a number of 
launches now in progress (Italy (Nov 2019) and Mexico expected early 2020). 
 

Medical Devices (37% of Sales) – This segment is engaged in the sale of medical 
devices that improve respiratory care. These include anti-static valved holding chambers 
(“Space Chambers”) for the delivery of asthma and COPD medications, “Breath Alert” 
breathing flow meters, and finger-tip pulse oximeters for measuring oxygen levels in the 
blood. Sales are approximately 50/50 Australia and a growing list of 20 countries in North 
America, Europe and Asia. 
 

Veterinary Products (4% of sales) - is engaged in the sale of veterinary products within 
Australia, Europe and the United States. The Company offers a range of products in the 
areas of pain management, and asthma and resuscitation. 
 

MVP has been profitable every year since listing, and has only had one capital raising 
since the IPO being the recent $24.5m placement and SPP in Aug/ Sep 2018 (at 
$4.00 per share). MVP has funded its own growth internally, and with upfront licence 
payments (non-refundable) received for Penthrox. 

 

Investment Thesis 
MVP’s Penthrox “green whistle” emergency pain relief product (the inhaler device 
plus the fast-acting methoxyflurane generic drug) is a remarkable 30 year old product 
in the midst of major international roll-out.  

In the last 5 years, major pharmaceutical distributors have paid $41m in upfront 
licence fees and early milestones to secure their territory licences for Penthrox 
including: Galen Pharmaceuticals $1.6m for the UK/Ireland; Mundipharma $16.4m 
for Europe; Purdue $1.5m for Canada; and Daiichi Sankyo $21m ($7m net of 
estimated costs) for China Thailand and Vietnam. This is a strong sign of 
confidence in Penthrox. 

Approvals have now been received for approximately 41 countries including 
Germany, Italy and Spain. Product launches are underway or imminent with quality 
pharmaceutical distributors noted above. 

We forecast Penthrox sales to grow from $11.9m in FY19 to $109m for the 41 
approved countries over the next 12 years. Approvals to be sought for a further 50+ 
countries including the USA, China and Russia could take this to around $240m in 
annual sales (not in our forecasts). 

The product is proven with over 6 million doses sold over 30+ years in Australia, 14 
years in New Zealand, 3+ years in the UK and 2+ years in France. 

MVP’s Medical Equipment division (asthma devices) is also expanding 
internationally with new ranging in >20,000 US pharmacies including Walgreens, 
Walmart, Kmart and Costco. 
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Medical Developments Int (MVP) 5.850$   

Profit & Loss Per share & Ratio data

Year end June (A$m) FY18 FY19 FY20e FY21e Year end June FY18 FY19 FY20e FY21e

Op. Revenue 17.5 20.9 20.4 24.1 Shares on Issue - Wavge (f/d) 59.1 65.0 65.6 65.6

Revenue growth % 14.4% 19.6% -2.3% 18.2% Shares on Issue - at year-end 59.2 65.5 65.6 65.6

Reported EPS (cents) 0.4 1.6 (0.1) (0.1)

Cost of Goods Sold  (5.1) (6.7) (6.5) (7.7) Growth -86.7% 288.5% -105.5% 38.0%

Gross Profit 12.4 14.2 13.9 16.4 P/E ratio (x) 1422.3x 366.1x -6617.4x -4794.7x

Gross Profit Margin 70.8% 67.9% 68.0% 68.0%

EPS (normalised)(cents) 0.6 1.0 (0.1) (0.1)

Other Income 0.0 0.0 0.0 0.0 Growth -81.1% 72.4% -108.8% 38.0%

Cash Operating Expenses (10.0) (11.1) (11.4) (12.8) P/E ratio (x) 998.9x 579.3x -6617.4x -4794.7x

EBITDA 2.3 3.1 2.4 3.6 DPS (cents) 4.0 4.0 3.0 3.0

Ebitda Margin 13.3% 14.6% 12.0% 14.8% Franking 100% 100% 100% 100%

Yield 0.7% 0.7% 0.5% 0.5%

Depreciation & Amort (1.8) (2.3) (2.8) (3.9) OCF per share (cents) -5.3 32.7 5.5 17.9

EBIT 0.5 0.8 -0.4 -0.3 Price/OCF (x) -109.7x 17.9x 106.5x 32.6x

Ebit Margin 3.1% 3.8% -1.9% -1.3% Enterprise Value $m 354.6 358.4 369.0 369.4

Net Interest Income (Expense) (0.1) 0.4 0.3 0.2 EV/ Sales 20.3x 17.2x 18.1x 15.3x

Share of Assoc NPAT 0.0 0.0 0.0 0.0 EV/EBITDA 152.5x 117.2x 151.2x 103.8x

Pre-tax profit 0.4 1.2 (0.1) (0.1) EV/EBIT 653.1x 452.5x -971.0x -1190.0x

Income Tax Credit (Expense) (0.1) (0.5) 0.0 0.0 Liquidity & Leverage

Tax Rate -14.4% -43.9% -27.5% -27.5% Net Cash (Debt) $m (8.5) 25.4 14.8 14.4

Minorities (share of loss) 0.0 0.0 0.0 0.0 Net Debt / Equity % 40% -57% -35% -36%

Abnormals -0.1 0.4 0.0 0.0 Net Debt / EBITDA 3.6x n/a n/a n/a

NPAT (reported) 0.2 1.0 -0.1 -0.1 ROA (EBIT / T.Assets) % 1.1% 0.9% -0.4% -0.3%

Adjustments (Abnormals) 0.2 -0.4 0.0 0.0 ROE (NPAT / T.Equity) % 1.6% 1.5% -0.1% -0.2%

NPAT (normalised) 0.3 0.7 -0.1 -0.1 Interest Cover (EBIT) 3.9x -2.1x 1.3x 1.6x

Dividend Payout % (of adj EPS) n/a n/a n/a n/a

Balance Sheet Cash Flow

Cash 0.8 25.6 15.0 14.6 EBITDA 2.3 3.1 2.4 3.6

Receivables 4.3 6.4 5.2 5.9 Chge in Working Capital 0.7 -1.8 1.1 -0.4

Inventories 3.2 3.0 4.0 4.5 Interest Received (Paid) 0.1 -0.1 0.3 0.2

Other 0.5 0.3 0.3 0.3 Income taxes paid 0.0 0.6 0.0 0.0

Total current assets 8.7 35.4 24.5 25.3 Other (incl Up-front income) -6.2 19.5 -0.3 8.3

PP&E 8.1 8.6 9.7 10.2 Operating cash flows -3.2 21.3 3.6 11.8

Investments 0.0 0.0 0.0 0.0

Intangibles 31.6 38.8 49.8 59.8 Capex -0.4 -1.5 -1.1 -0.5

Deferred tax assets 1.1 2.1 2.1 2.1 Acqns & Investments 0.0 0.0 0.0 0.0

Other 0.0 0.0 0.0 0.0 Government Grants received 0.0 0.0 0.0 0.0

Total non-current assets 40.8 49.4 61.5 72.0 Other (Capitalised R&D) -0.9 -8.0 -10.7 -10.0

Total Assets 49.5 84.8 86.1 97.3 Net investing cash flows -1.2 -9.5 -11.8 -10.5

Payables -3.2 -3.4 -4.3 -5.1 Equity raised (bought back) 6.2 23.8 0.2 0.0

Interest bearing liabilities - Current -0.1 -0.1 -0.1 -0.1 Dividends paid 0.0 -1.7 -2.6 -1.6

Provisions -0.4 -0.4 -0.4 -0.4 Change in Debt 0.0 -9.1 0.0 0.0

Other -2.4 -4.5 -4.5 -4.5 Other 0.0 0.0 0.0 0.0

Total Current Liabilities -6.1 -8.4 -9.3 -10.1 Financing cash flow 6.2 13.0 -2.4 -1.6

Interest-bearing liabilities - Non-curr -9.2 -0.1 -0.1 -0.1 Change in Cash 1.8 24.8 -10.6 -0.4

Provisions -0.2 -0.3 -0.3 -0.3

Other -13.0 -31.4 -34.2 -46.4 Revenue by Sector

Total Non-current Liabilities -22.4 -31.8 -34.6 -46.8 Penthrox - External sales 8.1 11.9 10.0 12.7

Total Liabilities -20.2 -40.2 -44.0 -56.9 Penthrox - Amort of Up-fronts 2.2 2.4 2.3 2.6

Pharmaceuticals Total 10.2 14.3 12.4 15.3

Total Shareholders' Equity 21.0 44.6 42.1 40.4 Medical Devices 6.5 5.9 7.7 8.5

Veterinary Equipment 0.8 0.6 0.3 0.3

Total Revenue 17.5 20.9 20.4 24.1

Interims Geographic Revenue

Year end June 1H19 2H19 1H20 2H20e Australia 9.7 11.2 12.1 13.1

Sales 9.5 11.4 10.9 9.5 International - External Sales 6.1 7.8 6.4 9.0

Sales Growth (g) 22.0% 17.6% 14.4% -16.4% International - Amort of Up-fronts 2.2 2.4 2.3 2.6

EBITDA 1.2 1.8 1.5 0.9 Rebates -0.5 -0.5 -0.5 -0.5

EBITDA Margin 13.0% 16.0% 13.8% 9.9% Total Revenue 17.5 20.9 20.4 24.1

EBIT 0.1 0.7 0.2 -0.6

Equity Share of Assocs NPAT 0.0 0.0 0.0 0.0 Major Shareholders Shares (m) % of coy

NPAT (Reported) 0.1 0.9 0.2 -0.3 David Williams (Chairman) 9.609 14.65%

NPAT (Adjusted) 0.1 0.5 0.2 -0.3 Regal Funds Mgt Pty Ltd 4.669 7.12%

EPS (adjusted)(cents) 0.2 0.8 0.4 -0.5 M&G Investment Mgt 3.295 5.02%

EPS Growth -1.1% 115.1% 72.4% -157.0% Sandhurst Trustees 1.950 2.97%

DPS (cents) 2.0 2.0 2.0 1.0

Source: Phillip Capital estimates Source: Refinitiv
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Recommendation Criteria 
 

Investment View 

PhillipCapital Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield. 

 

  Buy              Accumulate Hold Reduce  Sell 

>20% 10% – 20% 0% – 10% 0% to -10% >-10% 

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view. 

Risk Rating 

PhillipCapital has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based on: 
Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis. 

 

Disclaimer/Disclosure 

This publication has been prepared solely for the information of the particular person to whom it was supplied by Phillip Capital Limited 
(“PhillipCapital”) AFSL 246827. 

 
Warning 

This report is intended to provide general securities advice, and does not purport to make any recommendation that any securities transaction is 
appropriate to your particular investment objectives, financial situation or particular needs. Prior to making any investment decision, you should 
assess, or seek advice from your adviser, on whether any relevant part of this report is appropriate to your financial circumstances and 
investment objectives. 

PhillipCapital’s Research policy is to update research reports as and when the Research Analyst and Research Management deem appropriate, 
based on developments with the issuer, the sector, or the market that may have a material impact on the research views or opinions stated 
therein. The information contained in this report is drawn from sources believed to be reliable, but the accuracy and completeness of the 
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