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Recommendation Hold  

Previous Recommendation Initiation Report  

Risk Rating Very High  

Current Share Price $0.12 

12 Month Price Target $0.14 

Price Target Methodology DCF  

Total Return (Capital + Yield) 17%  

DCF Valuation $0.16 

Market capitalisation $100 m 

Liquidity – Daily Value $0.5m 

  
 

Targeting 2020’s US$1bn “protein glue” market 

“Protein Glue” market is very competitive.  We divide up 
the market which needs to position or separate proteins into 
four equal US$50bn wholesale markets: pathology; point of 
care, life sciences/bio separations and nano-manufacturing.  
All growing at 3-7% per annum. 

Investors need to be careful as just US$1bn (0.5%) of this 
market is available to ADO’s positioning glue (or separation 
agent), and it is very competitive with specialist peers and 
large vertically integrated incumbents. 

Life science developers of large scale pathology machines, 
separators, and small point of sale hand held devices make 
their own consumables (reagents and glues) because most 
profit is earned from consumables in the US Health Fund and 
EU Government “pay as you go” health care model. 

Advantage over Gold Standard.  Independent “improvers” 
to these tests, like ADO, need to show that their reagent can 
vastly improve the test, and be well timed and seamless for 
upgrades to the supply chain. 

Path to Commercial Sales.  Some pathology test developers 
(such as Bangs, Merck, BBI Solutions) and point of care 
suppliers have started payments to and trials with Mix&Go.  

ADO’s parallel path develops specific solution kits for R&D 
laboratories to promote Mix&Go and solve unmet needs.  
There are currently six product types on sale, ten key 
outstanding proposals (to distributors and end users) and 
over a hundred tailored variations developed. 

View: ADO has long term valuation support with enough 
early momentum to obtain 9% market share of the “Protein 
Glue” market in three of the four target markets.  We initiate 
with a Hold because ADO has a few years to go before 
becoming cash flow positive. 

Milestones: 

1H’15 – Naming of new partners for pathology and point of 
care commercial sales/trials and regional distributors 

June’16 – Significant USA and EU sales of over 
$2m/annum with first significant market share position 

Disclaimer:  PAC Partners will be paid a fee by the ASX under the 
ASX Equity Research Scheme for this research. Please refer to full 
disclaimer information on page 10. 

 

Financial Forecasts & Valuation Metrics 

Y/e   ($m)  FY15 F FY16 F FY17 F FY18 F 

Revenue 0.6 2.6 3.8 11.8 

NPAT -1.2. -0.1 0.4 3.2 

EPS (cps)  -0.1 0.0 0.0 0.4 

EPS Growth    ++%  

DPS (c)     0.0 

EV / EBITDA (x)     21.2 

PER (x)     31.1 

Dividend Yield     0.0% 

Gearing    Net cash 

Cash Position y/e  5.5 5.1 5.2 7.1 

Source: PAC Partners estimates 

Free cash flow ($m) 

Source: Company reports and PAC Partners estimates 

 

Key Points 

• ADO makes “Mix&Go”, a glue for proteins with uses in 
pathology, point of care, life science & nano-manufacturing.  

• Trail blazers with limited application like streptavidin 
(bacteria that binds to one protein biotin) have become a 
US$5m/a market since 1989 with multiple manufacturers.   

• A few pathology test and point of care equipment 
suppliers/developers already use $0.1m/annum of Mix&Go.  

• ADO’s parallel path develops specific solution kits for R&D 
laboratories to promote Mix&Go and solve unmet needs. 

• 2015 should establish a path to significant revenue. 

Anteo Diagnostics (ADO) 
Novel velcro for life sciences deserves attention 

 

30 December 2014  

Paul Jensz  
pjensz@pacpartners.com.au  

+613 8633 9864  
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Summary Swot 

Strengths Weaknesses 

• Broad platform technology for surface coating 

• Complimentary to existing pathology & point of care system 

• In-house resources can develop new applications quickly  

• Small financial resources vs. incumbents 

• Have overpromised in the past (slower partner uptake) 

• A lot of projects across many regions with small team 

Opportunities Threats 

• Trend towards more nano-scale processes 

• Small # of equip. customers provide over 40% market share 

• Regional distributors of “Mix&Go” can accelerate sales 

• Large bioscience customers do not change suppliers quickly 

• Large peers lower prices on consumables for existing tests 

• Other reagents developed which compete with Mix&Go 

 

Board and Executives 

Directors Comment 

• Mark Bouris (Non Exec. Ch) 

• Geoff Cumming (CEO/MD) 

• Richard Martin (CFO/ED) 

• Sandra Anderson (NED) 

• Dr John Hurrell (NED) 

• Financial services entrepreneur 

• 2% shareholder.  Diagnostic/health care professional 

• Chartered accountant.  Joined ADO at start in 1999 

• Finance and technology professional 

• Biotechnology and life science professional 

Executives Comment 

• Dr Joseph Maeji - CSO 

• Joshua Soldo - VP of Scientific Affairs (US Based) 

• Founder.  Biotech researcher and professional 

• Joined 2014.  Diagnostic sales professional 

   

 Mix & Go – Sub-Micron for on-line sale Double-sided velcro 

One side attaches to 
synthetic surface 
(glass, metal, paper)... 

 

...other side attracts 
biomolecule of 
interest and aligns it 
for desired function 

 

Mix& Go on sale now 
for small and large 
sale use 

  

 Source: ADO Product Information Source:www.anteotech.com/technology/characteristics/ 
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Executive Summary and Risks 

 
Vision: Leader in attaching biomolecules to syntheti c surfaces at nano-scale 

 
Objectives: Have multiple shots on goal across exis ting and new applications 

ADO started in 1999 as a developer of a novel surfactant which had drug discovery applications, 
but founders quickly found that existing pathology and life science industries were a quicker route 
to market because of inefficient use of reagents. New applications, particularly at small scale 
(nanoscale 1,000,000nm = 1mm) were challenging gold standard beads (and plates) which 
position reagents and separate proteins using larger scale covalent and metallic bonds.  ADO’s 
surfactant have more flexible bonds (called chelating or avidity binding) that accommodate the 
“fuzzy” interactions between electrons and protons, and allow the biomolecule to nestle into 
position (and not get stuck upside down or on its side).   

 
Key Actions: 

Commercial agreements 
started in 2010 

 

ADO has kept its product 
development 
commitments… 

…and sold kits to 
developers for a few years 

• Engage in commercial discussions and agreements across pathology and life science 
reagent and equipment suppliers (since 2010) with back-up support from Australian, US 
and EU ADO laboratories and product development.  

• Develop and sell ADO Mix&Go formulations (now over 100) with partners to meet the 
300+ tests done by pathology laboratories now and into future 

• Develop and sell ADO kits (six now available) to laboratories around the world to 
promote advantages of Mix&Go. Stay relevant with the new generation of pathology, 
point of care and nano-manufacturing   

• Protect ADO’s Mix&Go technology via patents, trade secrets and commercial 
agreements. 

 
Milestones: 

Customer trials and new 
distributors are set for 
1H’15 ....but cash flow in 
CY’16 is the key 

• 1H’15– Naming of new partners for pathology and point of care commercial sales/trials 
and regional distributors 

• June’16 – Significant USA and EU sales of over $2m/annum with first significant market 
share position 

 Risks:  

Regulatory approval is no 
certainty...and MVP up 
against large competitors 

• Small financial resources vs. incumbent peers and slow to move customers 
• A lot of projects across many regions with small team 
• Other reagents developed which compete with Mix&Go 

 View: We initiate with a Hold recommendation because ADO trades at a modest 25% discount to 
long term DCF valuation of $0.16/share. 

There is potential for significant medium term cash flow if three of the four target areas deliver 9% 
market share of the “Protein Glue” market.  During 2015 the level of support from customers, 
equipment/reagent suppliers and distributors will show which target areas can deliver cash flow 
and provide a guide to cash flow time frame.  We estimate positive cash flow in 2017.  

 
Chart: ADO (Red) share price vs. Peers and ASX200 (Blu e)   (Source: IRESS) 

Diagnostic peers: 

UBI – underperformed - 
point of care diagnostic 
lowered target market share 

IPD –  outperformed - 
Lymphoedema diagnostic 
test gained US 
reimbursement (Nov’14)  

Cash Flow peer: 

ELX - $50m revenue 
medtech awaiting sales 
growth from new eye 
treatment machines  
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Multiple Shots on Nano-Goal  

 
Mix&Go is marriage of inorganic and organic chemist ry at nano-scale 

Diagnostic improvement 
is a practical route for 
start-ups 

 

Develop glue for 
bioscience molecule to 
synthetic at nano scale  

 

 

ADO was founded (and listed) by Dr Joe Nobuyoshi (Chem. Eng.) in 2000 to exploit three themes: 

1. Drug discovery is being driven by large companies which made it difficult for start-ups but 
diagnostics was an where start-ups could make contributions with small investments;  

2. Diagnostic techniques are being challenged by gluing bioscience molecules to synthetic 
surfaces (eg: glass, metal) 

3. New bioscience processes are being affected more by nano-scale interactions, where 
normal attractions between biomolecules were modified by forces at building block scale 
(eg: proton nanometre = nm =1x10-6 ). 

ADO had experience from diagnostic developments in the past (Joe - Mimotopes/CSL.  Dr Geoff 
Cumming since 2009 - Roche) and set out to solve the problem with inorganic (synthetic chemicals) 
and organic (from life chemicals) skills. 

Simple velcro technique 
developed... 

The solution was simple.  Replace the strong covalent bonds, which are used in many of diagnostic 
processes, with a flexible chelating (or avidity) technique.  Chelating is multiple or layered bonds 
between metal ions and molecules.   

ADO developed a “velcro” technique of linking:  

• Metal ions, which attached to the synthetic surface;  with,  
• Molecules, which attract and attach to biomolecules (and orientate them for function) 

...and patents and pitch 
to pathology followed 

ADO came up with a two pronged approach for commercial success:  

1. Patent and trade secret protect their “velcro” selection and manufacturing technique; and,  
2. Enter into commercial agreements for royalties or from pathology companies 

 
Pathology companies have been reluctant customers…an d ADO has been proactive 

 

 

Hurdle encountered due 
to (possible) ubiquitous 
nature of Mix&Go 

ADO plugged away for three years to 2012 with many agreements and positive commentary from key 
members of the pathology supply chain, but no major commercial sales. 

We have seen this inertia over the last 14 years of covering diagnostic providers (like Sonic 
Healthcare SHL.ASX) and diagnostic developers, but ADO may be special case. 

We suspect the ubiquitous applications from simple Mix&Go technique has triggered pathology 
customers to put extra barriers in front of ADO in order to: 1 - See how the patents stand up to 
challenges; and/or, 2 - Wait until an ADO application has to be used because there is no alternative.      

 

ADO applied for more 
patents and widened the 
customer base  

 

Importantly ADO 
stepped up its own 
product development 
and on-line sales… 

 

…and seeks to acquire 
companies to assist 
entry to supply chains 

ADO has risen to the challenge by:  

• Applying for more patents and having two granted (and another six pending) and signing 
more partners to trade secret agreements.  ADO still has another 18 months until full details 
from the first two patents are released publically, and will use this time to push for granting 
of pending patents and more commercial agreements; 

• Increasing “shots on goal” by targeting more point of care customers, life science 
developers and bio-separation opportunities with tailored Mix&Go formulations – see facing 
page; 

• Developing its own Mix&Go formulations and selling on-line to universities and developers 
to raise profile in a grass roots campaign  

• Investigating the purchase of small diagnostic and point of care reagent/equipment 
suppliers which: are cash flow positive; would benefit from Mix&Go; and, provide a more 
seamless entry point for Mix&Go into existing supply chains; and, 

• Raising extra funds from supportive investors. 
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ADO’s Commercial and Development Partnerships 

 

Source: Company reports  

 

 

 

 

 Mix & Go – Sub-Micron for on-line sale Double-sided velcro 

One side attaches to 
synthetic surface 
(glass, metal, paper)... 

 

...other side attracts 
biomolecule of 
interest and aligns it 
for desired function 

 

Mix& Go on sale now 
for small and large 
sale use 

  

 Source: ADO Product Information Source:www.anteotech.com/technology/characteristics/ 
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Road to Cash Flow 

 Backed itself to break into Pathology and Point of C are markets…with cash flow positive soon 

ADO believes it will be 
cash flow positive in 
2016… 

ADO has continued to develop a strong retail investor following since 2010, and raised $14.3m. 

In 2014 ADO was the recipient of $1.4m of funding from Federal Government in 2014 for its proven 
biotech commercialisation path.  This funding was in addition to the R&D tax reimbursement. 

Both areas of support came from ADO confidence of breaking into pathology and point of care 
markets, and the steady stream of commercial with partners. 

ADO believes it will be cash flow positive in 2016 which gives it one year leeway if $2.4m per annum 
of spending is maintained and starting point is $7m net cash on 30 June 2014.   

 Cash breakeven in 2016 and 2017, and positive in 20 18…possible to accelerate with M&A 

…but inertia of industry 
suggests 2017+ 

We suggest 2018 is more likely to be the year of strong positive cash flow given the slow 
development path with large pathology and point of care customers. 

 In our view the road to cash flow may be as follows: 

 • Select a few must use” Mix&Go” applications and obtaining commercial funding quickly;  

• Pause other product development unless fully funded by commercial partners; 

• Add a strong distributor network in US, EU and Asia.  (ADO has highlighted that it will add 
more boots on ground to push the early adopters to use more ADO product for efficiency 
and efficacy benefits); and, 

• Bed down patents and save funds to defend the inevitable challenges. 

M&A could accelerate 
positive cash flow 

ADO has mentioned at least two M&A targets which may be bought with ADO scrip.  ADO claims 
either target will: accelerate cash flow generation; add immediate earnings accretion; and, accelerate 
commercial sales of Mix&Go. 

   

 Mix&Go – Assumed Market Share ADO – Global Sales by “ Glue” Sector ($m ) 

Higher market shares of 
15% with applications 
that have multiple 
partners and shorter 
routes to market 

 

ADO’s $1bn market 
share claim relies 60% 
outside Existing 
Pathology and Point of 
Care 

 

 Source: PAC Partners estimates. Source: PAC Partners estimates. 

   

 ADO – Forecast Revenue ($m ) 

Multiple customers 
assists ADO’s path to 
cash flow 

Nano-scale ex-life 
sciences assumed zero 
until commercial partner 

Y/end June FY15F FY16F FY17F FY18F FY19F FY20F 
Existing pathology 0.6 1.2 1.8 7.5 11.3 14.2 
Point of Care 0.0 1.4 2.0 2.6 11.9 20.9 
Life Science and Separations 0.0 0.0 0.0 1.8 6.3 10.1 
Nano scale - ex life sciences 0.0 0.0 0.0 0.0 0.0 0.0 

Total 0.6 2.6 3.8 11.8 29.4 45.2 
 

 Source: PAC Partners estimates 

  

 Check of revenue with well-known protein coating - Streptavidin  

Protein glues do not 
have well-worn 
valuation path 

 

Single use Streptavidin 

Protein “glues” that are developed independently from integrated pathology (or large life science 
developer or point of care provider ) do not have a well-worn commercial path, and are tough to 
value. 

The tables above give an insight to our bottom up calculation from actual $1bn “glue” markets open to 
ADO (just 0.5% of total market).  We estimate $45m/annum revenue estimate by 2020 with average 

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

FY14A FY15F FY16F FY17F FY18F FY19F FY20F
Pathology
Point of Care
Life Science & Separations
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costs $ 5m/annum  

 

 

 

 

 

 

 

 

 

Mix&Go reaching $45m 
by 2020 is a stretch… 

 

 

…but is possible with 
wide applications, 
premium for first use, 
and reasonable 
partnerships 

of 9% sales to three markets and 60% of revenue going to ADO. 

A useful benchmark to check this figure is the global sales of Streptavidin which we estimate to be 
A$5m/annum.   

• This bacteria has been used to coat pathology beads, plates and slides since 1989 and has 
become the accepted means to glue a specific protein (biotin).   

• Many manufacturers make the Streptavidin coated products and charge US$300/g more 
than standard products.  

• We estimate that around 1,000kg of bead are sold equivalent each year and around 1.5% 
are coated with Streptavidin.   

• Market size is 1000kg x 1000g/kg x 1.5% x $300/g = US$4.5m = A$5m.   

 

Our bottom-up estimate of $45m per annum by 2020 requires ADO’s Mix&Go to become 9x bigger 
than Streptavidin within six years. 

 

We accept that this is an optimistic case for ADO, but is possible due to: 

• Broader application of Mix&Go chelating technique to most proteins and synthetic surfaces; 
• Early applications of Mix&Go should be able to earn a premium of say 100-300% to 

Streptavidin for at least five years; and, 
• Reasonable take-up of commercial trails and agreements between ADO and pathology and 

point of care providers. 

  

 Free Cash Flow in past and future 

The usual biotech 
hockey stick from 2018 
is present with ADO... 

 

...hence some of our 
caution in short term 

 

 Source: Company reports and PAC Partners estimates 
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Contact Information 

Head Office:  Level 12, 15 William St Melbourne VIC 3000 Australia.  Tel: +61 3 8633 9831 

PAC Partners – Executive Team 

CRAIG STRANGER   
Managing Director 
+613 8633 9832 

cstranger@pacpartners.com.au 

PAUL JENSZ 
Director,  Senior Industrial Analyst  
+613 8633 9864 

pjensz@pacpartners.com.au  

ANDREW SHEARER 
Senior Resources Analyst  
+613 8633 9862 

ashearer@pacpartners.com.au  

SEAN KENNEDY 
Corporate  Finance  
+613 8633 9836 

skennedy@pacpartners.com.au 

BROOKE PICKEN 
Equity Capital Markets  
+613 8633 9831 

bpicken@pacpartners.com.au 

PhillipCapital – Institutional Sales Team  

JAMES WILSON 
Head of Institutional Dealing  
+61 2 9233 9607 
jwilson@phillipcapital.com.au    

MARK PASHLEY 
Head of Trading  
+61 2 9233 9641 
mpashley@phillipcapital.com.au 

    

 

Recommendation Criteria  

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

Buy Hold Sell 

>20% 20% – 5% <5% 

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

Risk Rating 
PAC Partners 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. 

Disclosure of Economic Interests 
The views expressed in this research report accurately reflect the personal views of   about the subject issuer and its securities.  No part of the 
analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report. 

The following person(s) do not hold an economic interest in the securities covered in this report or other securities issued by the subject issuer 
which may influence this report: 

• the author of this report  

• a member of the immediate family of the author of this report  

Disclaimer 
PAC Partners Pty Ltd. (“PAC Partners ” or “PAC”) is a Corporate Authorised Representative of PAC Asset Management Pty Ltd holder of an 
Australian Financial Services Licence (AFSL No. 335 374). PAC Partners is a business partner of Phillip Capital Limited (“PhillipCapital ”) 
(AFSL 246 827). 

The information contained in this report is provided by PAC Partners to Wholesale Investors only. Retail investor and third party recipients 
should not rely, directly or indirectly, on this report. Users of this research report should not act on any content or recommendation without first 
seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we believe are reliable, no 
responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused.  

Any opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change 
without notice. This report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any 
investment.  

This publication contains general securities advice. In preparing our Content it is not possible to take into consideration the investment 
objectives, financial situation or particular needs of any individual user. 

Access of this report does not create a client relationship between PAC Partners and the user.  Before making an investment decision on the 
basis of this advice, you need to consider, with or without the assistance of a securities adviser, whether the advice in this publication is 
appropriate in light of your particular investment needs, objectives and financial situation.  

PAC and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in this publication.  

PAC believes that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given 
(except insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by 
PAC or any of its directors, employees or agents.   

Any content is not for public circulation or reproduction, whether in whole or in part and is not to be disclosed to any person other than the 
intended user, without the prior written consent of PAC Partners  

Disclosure of Corporate Involvement 
Recipients of PAC Partners Research Reports should carefully consider the Disclaimers and Disclosures made. In particular, regard should be 
made for any disclosure by PAC Partners, where it has provided corporate finance services to the company, which is the subject of the 
Research Report. 

The preparation of this report was funded by ASX in  accordance with the ASX Equity Research Scheme. Th is report was prepared by 
PAC Partners and not by ASX. ASX does not provide f inancial product advice. The views expressed in thi s report do not necessarily 
reflect the views of ASX. No responsibility or liab ility is accepted by ASX in relation to this report . 

Within the previous 24 months PAC Partners has not carried out work on behalf of the Company described in this report and received fees on 
commercial terms for its services. PAC Partners and/or their associates may own securities of the Company described in this report. PAC 
Partners does and seeks to do business with companies covered in the research. PAC has received commissions from dealing in securities. As 
a result, investors should be aware that PAC Partners may have a conflict of interest that could affect the objectivity of this report. 


