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Company Profile
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Medical Equipment
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DEMG
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Activities
Deltex Medical (‘DEMG’, ‘Deltex Medical’,
‘the Group’) manufactures and markets
haemodynamic monitoring technologies
which are primarily used in critical care
and general surgical procedures. Deltex
Medical's proprietary oesophageal Doppler
monitoring ("ODM") (TrueVue Doppler)
measures blood flow velocity in the central
circulation in real time.

Deltex Medical Group plc

Deltex Medical has released a trading update covering its half-year ended 30 June
2020. Somewhat foreshadowed by its detailed AR&A statement of 24 April 2020,
the Group notes the period was affected in a number of different ways by the
COVID-19 Pandemic, most notably in terms of an early decline in probe sales for
elective surgery which was then followed by strong growth in sales to intensive
care units (‘ICUs’). Although subsequent demand for elective surgery has so far
failed to compensate for the fall-off from ICUs as UK incidence of COVID-19 cases
passed their peak, TPI expects this to be compensated by a more general ‘postsummer rush’ by patients wishing undertake deferred surgery before the year end.
This, together with recognition of the benefits that the Group’s technology brought
to intubated COVID-19 patients at high risk of acute kidney injuries and the fact
that it successfully renewed important relationships with Intensivists across the
UK, points to a possible return to revenue growth in the second half and into 2021.

1-year share price performance

Anticipating a stronger performance in the second half

Source: LSE

Based on market feedback from the UK and the USA, as well as via discussions
with its international distributors, the Group believes that pent up demand for
elective procedures should result in a rebound in activity levels in the second half.
This expectation is borne out by a major recent review by the British Journal of
Surgery (‘BJS’), in which it estimated the total number of adult elective operations
that would be cancelled worldwide during the 12 weeks of peak disruption due to
COVID‐19. Its expert response study concluded the overall rate would be a quite
exceptional 72.3% globally, with Europe & Central Asia for example, recording
average cancellation levels ranging between 70.7% to 73.7% across different income
levels and conditions including cancer, obstetric and benign.
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future performance.
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Significantly within this, the BJs further concluded that should countries increase
their normal surgical volume by 20 per cent following the Pandemic, it would take
a median of 45 weeks to clear the backlog of operations resulting from the COVID‐
19 disruption. It went on to suggest Governments might mitigate against this major
burden on patients by developing recovery plans and implementing strategies to
rapidly restore broad confidence in surgical activity safely.

Heightened relevance of oesophageal doppler monitoring
Deltex Medical rightly claims global leadership in oesophageal doppler
monitoring. Its core technology has been proven in a wide range of clinical trials
to reduce complications suffered by patients after surgery and consequently can
save hospitals money, particularly given a more cautionary post-Pandemic
environment. Uniquely, Deltex’s twenty-two randomised controlled trials
demonstrate the benefit of measuring aortic blood flow to optimise the clinical
management of patients. As such, TrueVue Doppler sets the MedTech industry’s
technological standards and points of reference for such equipment, offering
features that cannot be matched by any of its peers. While a well-publicised
reluctance by hospital trusts/practitioners/patients appears to have temporarily
deferred to resumption of high-volume elective surgery, the extent of the existing
backlog suggests demand for Deltex Medical’s products could rise sharply once
confidence returns post-summer. This point is highly relevant given that the
world’s eyes are focused on the very real and ongoing threat of respiratory
pandemics to the human race’s wellbeing. As such, Deltex Medical’s business
outlook appears to have improved quite dramatically in just the past few months,
to the extent that TPI considers much larger sector players envious of the Group’s
preeminent Doppler monitoring R&D/trade-secret/IP who may already be
considering their opportunities to control of such an undervalued asset.
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Given that many health systems already lack sufficient capacity to meet the need for surgery, the impact of cancellations
will be cumulative, adding to an existing need to raise theatre throughput. Governments generally will need to fund
substantial increases in baseline surgical volume to clear backlogs. New investment will be called for, with the BJS, for
example, estimating that based on an average fee of £4000 per operation, it would cost over £2 billion just to clear the UK's
backlog.
The table below provides the BJS’s expert response study (12 May 2020) assessment of elective surgery cancellations during
the period that it considered to be the UK’s COVID-19 Pandemic’s peak 12-week period. Elective operations detailed are
those that were projected not to be cancelled during the same period. It went on to conclude that it would take a median of
45 weeks for hospitals to clear the backlog of outstanding operations based on a 20% increase in baseline surgical volume,
or 30 weeks based on a 30% increase.

Best estimates for number of elective operations cancelled during the peak 12 weeks

Source: BJS Society

Both patients and staff seem likely to require more rigorous screening/monitoring to reduce the risks of cross‐infection
and/or operational complications once theatre activity levels resume. Surgical recovery plans should also consider that an
accelerated return may only be permissible on the basis of additional equipment/technologies be incorporated. This may,
for example, include more routine adoption of Deltex Medical’s TrueVue Doppler as part of its standard patient monitoring
procedures.

Deltex Medical’s financial performance in the first half to end-June 2020
Total revenues for the half-year declined £1.2 million (2019: £2.0 million).
Having moved quickly in the face of the COVID-19 crisis, the Group moved quickly to reduce cash outflows through various
measures including by furloughing employees from May onward. Cash at hand on 30 June 2020 was £0.6 million (30 June
2019: £0.6 million; 31 December 2019: £0.9 million).
Further, Deltex Medical has been awarded an Innovation Continuity Grant by Innovate UK worth approximately £0.2
million to help the funding of its new product development programme.
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THIS DOCUMENT IS NOT FOR PUBLICATION, DISTRIBUTION OR TRANSMISSION INTO THE UNITED STATES OF
AMERICA, JAPAN, CANADA OR AUSTRALIA.

Conflicts
This is a non-independent marketing communication under the rules of the Financial Conduct Authority (“FCA”).
The analyst who has prepared this report is aware that Turner Pope Investments (TPI) Limited (“TPI”) has a
relationship with the company covered in this report. Accordingly, the report has not been prepared in accordance
with legal requirements designed to promote the independence of investment research and is not subject to any
prohibition on dealing by TPI or its clients ahead of the dissemination of investment research.
TPI manages its conflicts in accordance with its conflict management policy. For example, TPI may provide
services (including corporate finance advice) where the flow of information is restricted by a Chinese wall.
Accordingly, information may be available to TPI that is not reflected in this document. TPI may have acted upon
or used research recommendations before they have been published.

Risk Warnings
Retail clients (as defined by the rules of the FCA) must not rely on this document.
Any opinions expressed in this document are those of TPI’s research analyst. Any forecast or valuation given in
this document is the theoretical result of a study of a range of possible outcomes and is not a forecast of a likely
outcome or share price.
The value of securities, particularly those of smaller companies, can fall as well as rise and may be subject to large
and sudden swings. In addition, the level of marketability of smaller company securities may result in significant
trading spreads and sometimes may lead to difficulties in opening and/or closing positions. Past performance is
not necessarily a guide to future performance and forecasts are not a reliable indicator of future results.
AIM is a market designed primarily for emerging or smaller companies and the rules of this market are less
demanding than those of the Official List of the UK Listing Authority; consequently, AIM investments may not be
suitable for some investors. Liquidity may be lower and hence some investments may be harder to realise.

Specific disclaimers
TPI acts as joint broker to Deltex Medical Group plc (“Deltex”) which is listed on the AIM Market of the London Stock
Exchange (“AIM”).
TPI’s private and institutional clients may hold, subscribe for or buy or sell Deltex’s securities.
Opinions and estimates in this document are entirely those of TPI as part of its internal research activity. TPI has
no authority whatsoever to make any representation or warranty on behalf of Deltex.
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General disclaimers
This document, which presents the views of TPI’s research analyst, cannot be regarded as “investment research”
in accordance with the FCA definition. The contents are based upon sources of information believed to be reliable
but no warranty or representation, express or implied, is given as to their accuracy or completeness. Any opinion
reflects TPI’s judgement at the date of publication and neither TPI nor any of its directors or employees accepts any
responsibility in respect of the information or recommendations contained herein which, moreover, are subject to
change without notice. Any forecast or valuation given in this document is the theoretical result of a study of a
range of possible outcomes and is not a forecast of a likely outcome or share price. TPI does not undertake to provide
updates to any opinions or views expressed in this document. TPI accepts no liability whatsoever (in negligence or
otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise arising in
connection with this document (except in respect of wilful default and to the extent that any such liability cannot
be excluded by applicable law).
The information in this document is published solely for information purposes and is not to be construed as a
solicitation or an offer to buy or sell any securities or related financial instruments. The material contained in the
document is general information intended for recipients who understand the risks associated with equity
investment in smaller companies. It does not constitute a personal recommendation as defined by the FCA or take
into account the particular investment objectives, financial situation or needs of individual investors nor provide
any indication as to whether an investment, a course of action or the associated risks are suitable for the recipient.
This document is approved and issued by TPI for publication only to UK persons who are authorised persons under
the Financial Services and Markets Act 2000 and to professional clients, as defined by Directive 2004/39/EC as set
out in the rules of the Financial Conduct Authority. This document may not be published, distributed or transmitted
to persons in the United States of America, Japan, Canada or Australia. This document may not be copied or
reproduced or re-distributed to any other person or organisation, in whole or in part, without TPI’s prior written
consent.
Copyright © 2020 Turner Pope Investments (TPI) Limited, all rights reserved.
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