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Year * Sales 
Adj. IFRS- 

Earnings per sh. 
Cash flow 
per share 

PER PCF 
Dividend
per share

 EUR m EUR EUR   EUR 

2010 55.3 (55.3) 0.03 (0.03) 0.07 (0.07) 97.6 39.7 0.00 

2011 80.1 (78.6) 0.06 (0.06) 0.10 (0.10) 40.2 24.1 0.00 

2012e 89.5 (86.5) 0.07 (0.07) 0.11 (0.12) 41.9 25.8 0.00 

2013e 98.5 (96.8) 0.09 (0.09) 0.13 (0.14) 32.7 21.9 0.00 

* Fiscal year end December   –   In brackets: Figures from the last publication 

2012 action plan followed by 2016 action plan – fair value increased to EUR 4 

» 2011 results: sales growth of 45% to EUR 80.1m exceeded market forecasts (EUR 

78.8m) and the company's own outlook (EUR 77-79m) which had been raised twice in 

2011. As a result of an unexpected impairment (EUR 2.1m), despite an increase of 204% 

to EUR 5.2m, operating profit was also lower than expected (EUR 9.4m) as was net profit 

(+123% to EUR 6.7m/consensus EUR 8.6). 

» 2012 outlook: Evotec expects at least two major new research alliances in 2012 and 

double-digit sales growth to EUR 88-90m. Operating profit is set to improve further and 

liquid funds to exceed EUR 60m (DZ BANKe: EUR 67m). We regard this outlook as easily 

achievable and would not be surprised by an increase at mid-year. 

» 2016 action plan: following the successful completion of the 2012 action plan, the 

company is now targeting double-digit annual sales growth and "strong" profitability by 

2016 with its 2016 action plan.  

» Valuation and investment recommendation: we have adjusted our model and our new 

fair value is now EUR 4.0 per share; we still recommend buying this stock. 

While the results for the 2011 financial year were in some instances slightly lower than 

expected as a result of an unexpected impairment, the outlook for 2012, and particularly 

for subsequent years, was convincing within the framework of the 2016 action plan. We 

expect a continuing newsflow relating to the company's externally financed and thus 

risk-free pipeline, a large number of other customer projects and from strategic 

transactions. We are raising our fair value to EUR 4.0 and further recommend this stock 

as a long-term buy. 

Selected Price on PER EV / EBITDA EV /  Re- 

Companies 22 Mar 2012 12e 13e 12e 13e Sales 12e com. 

Evotec 2.83 EUR 41.9 32.7 16.4 13.2 3.12 

Galapagos Genomics 12.23 EUR 62.9 47.0 20.1 17.9 1.67 – 

WuXi Pharmatech 14.39 USD 11.6 9.9 6.6 5.5 1.87 – 

Abcam 3.43 GBP 23.1 20.4 15.4 12.2 6.13 – 

MorphoSys 19.12 EUR n/a 60.2 71.6 22.9 3.92 

Median for all peer group companies 11.6 20.4 16.4 17.9 3.87 – 

 = Buy,  = Hold,  = Sell,  = not rated, n/a = not appropriate  
Source: DZ BANK, I/B/E/S, FactSet   

 

EQUITIES 

 
Flash      
23 Mar 2012  
 

Buy (prev. Buy) 
  
Closing price 22 Mar 2012 
(in EUR): 2.83 
Fair value: 4.00 (prev. 3.80) 
  
Risk classification: 4 
  
Financial ratios 2012e:  
Book value per share (in EUR): 1.31 
Equity ratio (in %): 67.9 
Net margin (in %): 8.9 
ROE (in %): 5.1 
Dividend yield (in %): 0.0 
Free cash flow (EUR m): 10.0 
Net debt (EUR m): -54.9 
  
Number of shares  
(million units): 118.4 
Market cap  
(in EUR m): 334.52 
Free float (in %): 76.0 
SIN: 566480 
ISIN: DE0005664809 
Datastream: D:EVTX 
  
Next Newsflow: 
Q1 Report                                                  10.05.2012 
AGM                                                          16.04.2012 
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Author: Dr. Elmar Kraus, Analyst 
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2012 ACTION PLAN FOLLOWED BY 2016 ACTION PLAN 

2011 results 

Sales growth of 45% to EUR 80.1m exceeded market forecasts (EUR 78.8m) and 

the company's own outlook which had been raised twice (EUR 77-79m). As a result 

of an unexpected depreciation of EUR 2.1m for project EVT201, despite an increase 

of 204% to EUR 5.2m, operating profit was also lower than expected (EUR 9.4m) as 

was net profit (+123% to EUR 6.7m/consensus EUR 8.6m). 

Strategic writedown for US market 

As a result of the increasingly thin prospects in the American market, the company is 

writing off the remaining EUR 2.1m for the sleeping pill EVT201. Since the remaining 

valuation is based solely on market launch in the USA, the full value of the project 

has therefore been written off, irrespective of the fact that growth in China is 

continuing and that the start of a Phase IIb clinical trial is still planned for this year. 

With successful development and market launch by Jingxing Pharmaceuticals, 

Evotec then stands to receive milestone payments and shares of revenue. 

Partnered projects 

Of the partnered projects, the project relating to the diabetes drug DiaPep277 

acquired with the takeover of Develogen is at the most advanced stage of 

development. Following the publication of summary data for the first Phase III trial, 

Teva drove forward recruitment for the second, approval-relevant Phase III trial. 

Data from this trial are expected in 2014 to 2015. Possible market launch would then 

be feasible in 2016. 

Two partnered projects are also in clinical Phase II and another two in Phase I (see 

table).  

PIPELINE PROJECTS AND THEIR STATUS 

Project Indication Status Partner Next Newsflow 

DiaPep277 Diabetes clinical Phase III Teva/Andromeda
Complete data for the first Phase III trial/ mid- 2012; data for 

second Phase III trial 2014/15 

EVT201 Insomnia clinical Phase II 
JingXing 

Pharmaceuticals
Start of clinical Phase IIb 2012 

EVT302 Alzheimers clinical Phase II Roche Start of clinical Phase IIb 2012 

VR-1 Pain clinical Phase I Pfizer No starting time stated 

Unnamed Not specified Clinical Phase I 
Boehringer 
Ingelheim

Unnamed 

EVT401 
Inflammatory 

diseases 
Test of efficacy Unnamed Not known 

DG770 Diabetes 
Lead structure 

optimisation 
MedImmune 

(AstraZeneca)
Not known 

Insulin 
Sensitiser 

Diabetes 
Lead structure 

optimisation 
Boehringer 
Ingelheim

Not known 

    

Projects still unpartnered 

EVT100 Depression Clinical Phase II / Not known 

EVT501 Alzheimer Pre-clinical / Not known 

P2X3 
Pain/incontinence Lead structure 

optimisation 
/ Not known 

Source: Evotec AG 

 

 

Earnings slightly lower than 

expected 

Sleeping pill for US market written 

off 

 

 

 

Further growth in China for Asian 

market 

Risk-free, externally financed 

pipeline with DiaPep277 already in 

Phase III 

More partnered projects in Phase I 

and II 
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Customer projects 

After declining slightly in 2010, the total number of customer projects/alliances 

increased by 35% in 2011, partly due to the recent acquisitions Kinaxo (e.g. cancer 

diagnostics) and Compound Focus (logistics services). 

CUSTOMER PROJECTS/ALLIANCES 

 2008 2009 2010 2011

Existing alliances 58 76 72 97(*)

Change  31% -5% 35%

New alliances 21 29 22 45(*)

Change  38% -24% 105%

Source: Evotec AG; (*) = of which 22 from new acquisitions Kinaxo and Compound Focus 

 

2012 outlook 

Evotec expects at least two major new research alliances in 2012 and double-digit 

sales growth to EUR 88-90m. Operating profit is set to improve further and liquid 

funds to exceed EUR 60m again (DZ BANKe: EUR 67m). We regard this outlook as 

easily achievable and would not be surprised by an increase at mid-year. 

2016 action plan 

Following the successful completion of the 2012 action plan, the company is now 

targeting double-digit annual sales growth and "strong" profitability by 2016 with its 

2016 action plan.  

Service range now split in three 

Following the successful completion of the 2012 action plan, the company is now 

targeting market leadership for research into active substances with its new 2016 

action plan. Double-digit annual saes growth and "strong" profitability by 2016 are to 

be secured by the "magic triangle" consisting of EVT Executive, EVT Integrate and 

EVT Innovate: 

 

  

 "MAGIC TRIANGLE" FOR RESEARCH INTO ACTIVE INGREDIENTS FROM 2016 ACTION PLAN 

 

 Source: Evotec AG 

 

 

 

Growth in customer projects and via 

acquisitions 

Growth from alliances and new 

acquisitions 

Positive outlook for 2012 

2016 action plan: double-digit annual 

growth and "strong" profitability 

"Magic triangle“: 

- Execute 

- Integrate 

- Innovate 
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Further expansion of the company 

The 2016 action plan includes the further medium-term expansion of the company to 

a workforce of around 700 (currently: 610). We expect a strengthening of the 

biological substances area (e.g. antibodies or antibody-related substances) but also 

of the range of services, for example contract production of effective substances in 

the pre-clinical or early clinical stages, to be financed - depending on the scale - 

from a combination of a cash component and a share component with performance-

related elements. 

Summary and investment conclusion 

While the results for the 2011 financial year were in some respects slightly lower 

than expected as a result of an unexpected impairment, the outlook for 2012, and 

particularly for subsequent years, was convincing within the framework of the 2016 

action plan. We have adjusted our model and are raising the fair value to EUR 4.0. 

We expect a continuing newsflow relating to the company's externally financed and 

thus risk-free pipeline, the completion of, or further progress with a large number of 

customer projects, and strategic transactions within the framework of the further 

expansion of the company. We still recommend this stock as a long-term buy with a 

new fair value of EUR 4.0.  

Further expansion of the company 

feasible in the areas of biological 

substances and/or contract 

production 

Model adjusted for 2016 action plan 

Buy recommendation and fair value 

raised to EUR 4.0 



DZ BANK RESEARCH     BIOTECHNOLOGY  –  EVOTEC  –  23 MAR 2012 5/10

 

1) – 9) Important: Please read the references to possible conflicts of interest and disclaimers/disclosures at the end of this report. 

AT A GLANCE 

Company profile 

Evotec pursues a hybrid business model as a service provider and drug developer for the 

pharmaceutical industry. In addition to fees for contract work, the company also receives 

payments on reaching specific research milestones and a share of sales once a drug has 

reached the market. The company now only develops its own, self-funded projects up to a 

certain degree of maturity. 

Basis for investment recommendation 

While the results for the 2011 financial year were in some respects slightly lower than expected 

as a result of depreciation, the outlook for 2012, and particularly for subsequent years, was 

convincing within the framework of the 2016 action plan. We expect a continuing newsflow 

relating to the company's externally financed and thus risk-free pipeline, a large number of 

other customer projects and strategic transactions. We are raising our fair value to EUR 4.0 

and further recommend this stock as a long-term buy. 

Price sensitive current issues 

» Integration of newly acquired Develogen, Kinaxo and Compound Focus 

» Further expansion of customer base, in particular through the newly acquired companies 

» Publication of full date from the first Phase III study with DiaPep277 around mid year 

Opportunities and risks 

Opportunities  Risks 

Ongoing trend towards outsourcing of 
R&D activities 

 Growth restrictions through shortage of 
personnel 

New customer contracts and milestone 
payments via recently acquired 
Develogen and Kinaxo 

 Let-up in outsourcing trend 

Cross-selling via newly acquired 
Compund Focus 

 Development risks 

Data from clincal develoment of diabetes 
drug DiaPep277 
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RATIOS 

Euro 2010 2011 2012e 2013e 2014e

  

Profit and loss ratios  

Sales (m) 55.3 80.1 89.5 98.5 108.4

EBITDA margin 11.7% 12.1% 19.1% 20.6% 22.5%

EBIT margin 3.1% 6.5% 13.5% 15.5% 17.8%

Net margin 5.4% 8.3% 8.9% 10.4% 12.2%

Investment ratio 0.0% 0.0% 4.5% 4.1% 3.7%

R&D as % of sales 11.1% 10.5% 10.5% 10.0% 9.2%

Admin and sales costs as % of sales 28.9% 19.7% 18.0% 16.5% 15.0%

Net other operating costs as % of sales 1.0% 7.0% 3.0% 3.0% 3.0%

Net financial income as % of sales 3.9% 0.1% -0.8% -0.6% -0.4%

Interest cover 2.7 3.6 17.6 24.2 48.3

Average sales growth next five years 16.7% 10.4%

Average earnings growth next five years 35.6% 23.1%

  

Profitability ratios  

ROE 2.3% 4.5% 5.1% 6.2% 7.4%

ROCE 1.7% 4.2% 9.8% 12.6% 16.1%

  

Productivity ratios  

Sales per employee ('000) 110.08 141.95 136.48 136.97 143.63

EBIT per employee ('000) 3.42 9.22 18.43 21.23 25.57

  

Balance sheet ratios  

Equity ratio 69.1% 67.5% 67.9% 68.6% 69.5%

Long term debt and equity / Fixed assets 157.6% 127.8% 134.7% 143.6% 154.9%

Liquidity (quick ratio) 318.6% 180.2% 196.0% 215.4% 238.9%

Receivables as % of sales 21.4% 13.0% 13.0% 13.0% 13.0%

Investment (net of GW) / Depreciation  80.3% 78.9% 77.7%

Working capital as % of sales 2.7% -13.6% -12.3% -11.4% -10.5%

Net debt (m) -54.6 -45.6 -54.9 -66.7 -81.5

Net debt complete (m) -35.9 -31.1 -40.3 -51.7 -66.3

  

Figures per share  

Earnings per share, diluted 0.03 0.06 0.07 0.09 0.11

Diluted cash earnings per share 0.07 0.10 0.11 0.13 0.16

Dividend per common share 0.00 0.00 0.00 0.00 0.00

Cash per share, diluted 0.18 0.15 0.23 0.33 0.45

Net debt per share, diluted -0.47 -0.39 -0.46 -0.56 -0.69

  

Valuation ratios  

Enterprise value / Sales 5.1 2.9 3.1 2.7 2.3

Enterprise value / EBITDA 43.8 23.8 16.4 13.2 10.4

Enterprise value / EBIT 165.3 44.4 23.1 17.6 13.1

EV/Sales to sales growth 0.25 0.17 0.30 0.26 0.23

PEG ratio - common shares  1.13 1.81

  

Fiscal year end December  

  

Source: Evotec, DZ BANK estimates  
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investment activity to which this report relates is available only to relevant persons and will 
be engaged in only with relevant persons. 
b) DZ BANK, DZ Financial Markets LLC and/or their respective affiliates expressly exclude 
all conditions, warranties, representations and terms (whether implied by statute, common 
law or otherwise) of any kind whether regarding the preciseness, completeness or 
accuracy of the information or the opinions contained in this report, or otherwise. Further, 

DZ BANK assumes no liability for direct or indirect damages or loss of any kind, whether 
arising in or for breach of contract, tort (including negligence), breach of statutory duty, 
indemnity or otherwise, incurred as a result of distributing and/or using this report. Nothing 
in this Disclaimer is intended to exclude or limit or shall have the effect of, excluding or 
limiting, any liability for (i) fraud, (ii) death or personal injury caused by negligence, (iii) 
breach of terms regarding title implied by s.12 Sale of Goods Act 1979 and/or s.2 Supply 
of Goods and Services Act 1982, or (iv) any liability to the extent the same may not be 
excluded or limited as a matter of law. Within the scope of application of the laws of 
England, this Section 3 b) takes precedence over the exclusion of liability provisions in 
Section 1d) above. 
4. Specific information for Italy: This report must only be distributed in Italy to persons as 
defined in Article 2(1) (e) of Directive 2003/71/EC (“Qualified Investors”). No other persons 
other than Qualified Investors should read, act, or rely on any information contained in this 
report. Any activity to which this report relates will only be engaged in with Qualified 
Investors. 
5. Specific information for Singapore: This report is distributed by DZ PRIVATBANK 
Singapore Ltd. (PBSG) and DZ BANK Singapore Branch. Recipients of this report are to 
contact PBSG (Telephone No.: (65)-6513 8000) and DZ BANK Singapore Branch 
(Telephone No.: (65)-6438-0060) in Singapore in respect of any matters arising from, or in 
connection with, this report. If the recipient of this research report is not an accredited 
investor, expert investor or institutional investor (as defined under Section 4A of The 
Securities and Futures Act), PBSG and DZ BANK Singapore Branch accept legal 
responsibility for the contents of the report without any disclaimer limiting or otherwise 
curtailing such legal responsibility. 
The views and opinions in this report are our own as of the date hereof and are subject to 
change. This report is strictly confidential and is being supplied to you strictly on the basis 
that it will remain confidential. No part of this material may be  
(i) copied, photocopied, duplicated, stored or reproduced in any form by any means or  
(ii) redistributed or passed on, directly or indirectly, to any other person in whole or in part, 
for any purpose without the prior written consent of PBSG and DZ BANK Singapore 
Branch. 
6. DZ BANK Research – Recommendation Definitions (Ratings System): 
(Except as otherwise noted, expected performance within the 12 month period from the 
date of the rating): 
Buy:  greater than 5% increase in share price 
Hold:  price changes between +5% and -5% 
Sell: more than 5% decrease in share price 
7.a) Note: - Any fair values / price targets shown for companies discussed in this report 
may not be achieved due to multiple risk factors, including, without limitation, market 
volatility, sector volatility, corporate actions, the state of the economy, the failure to achieve 
earnings and/or revenue projections, the unavailability of complete and accurate 
information and/or a subsequent occurrence that affects the underlying assumptions 
made by DZ BANK or by other sources relied upon in the report. 
b) DZ BANK may also have published other research about the company during the 
period covered that did not contain a fair value / price target but that discussed valuation 
matters. The fair values / price targets shown should be considered in the context of all 
prior published research as well as developments relating to the company, its industry and 
financial markets. 
c) DZ BANK is not obliged to up-date the research report. Investors must keep themselves 
informed about on the current course of business and any changes in the current course 
of business of the issuer. 
d) By using this report or by relying on it in any manner whatsoever you agree to be bound 
by the foregoing limitations. Additional information on the contents of this report is available 
on request. 
e) If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any 
applicable law, such term shall, insofar as it is severable from the remaining terms, be 
deemed omitted from this Disclaimer and shall in no way affect the legality, validity or 
enforceability of the remaining terms.  
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RATING HISTORY  

Recommendation Date  Price 
Buy 5 Feb 2010 1.96 EUR 
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1) – 9) Important: Please read the references to possible conflicts of interest and disclaimers/disclosures at the end of this report. 

RESEARCH TEAM LIFE SCIENCE 

Dr. Christa Bähr, CFA Healthcare +49 – (0)69 – 74 47 – 72 42 christa.baehr@dzbank.de 

Michael Bissinger, CIIA Healthcare +49 – (0)69 – 74 47 – 4 20 13 michael.bissinger@dzbank.de  

Dr.Elmar Kraus Biotechnology/Pharmaceuticals +49 – (0)69 – 74 47 – 22 48 elmar.kraus@dzbank.de 

 
INSTITUTIONAL SALES 

Germany, Benelux, Scandinavia, Switzerland, 
Austria, UK 

Sandra Münstermann +49 – (0)69 – 74 47 – 49 90 sandra.muenstermann@dzbank.de

    

Equity Sales    

Germany Kai Böckel +49 – (0)69 – 74 47 – 12 28 kai.boeckel@dzbank.de 

Benelux, Scandinavia Heiko Klebing +49 – (0)69 – 74 47 – 49 95 heiko.klebing@dzbank.de  

Switzerland Petra Bukan +49 – (0)69 – 74 47 – 4992 petra.bukan@dzbank.de 

Austria Thomas Reichelt +49 – (0)69 – 74 47 – 6709 thomas.reichelt@dzbank.de 

UK 
Ralf Schmidgall 
Lars Wohlers 

+44 - 20 - 7776 – 6080 
+49 – (0)69 – 74 47 – 68 34 

ralf.schmidgall@dzbank.de 
lars.wohlers@dzbank.de 

    

Sales Trading    

Sales Trading Sacha Kaiser +49 – (0)69 – 74 47 – 4 28 28 sacha.kaiser@dzbank.de 

    

DERIVATIVES SALES 
   

Derivatives Sales Michael Menrad +49 – (0)69 – 74 47 – 9 91 95 michael.menrad@dzbank.de 

 
 
ACCESS TO DZ RESEARCH (CONTACT ANJA.BECK@DZBANK.DE) 

Bloomberg DZAG <GO>    

Reuters "DZ Bank" & RCH  <NEWS>   
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