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Shares in issue:

£54.5m
170.3m

52 week high/low:

70.0p/7.0p

Company Profile
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Ticker:

Healthcare
DVRG

Exchange

AIM

Activities
Deepverge plc (‘Deepverge’, ‘DVRG’, ‘the
Group’), (formerly Integumen plc) is an
environmental and life science group of
companies that develops and applies AI and
IoT technology to analytical instruments for
the analysis and identification of bacteria,
viruses and toxins.

DeepVerge plc
Deepverge has confirmed receipt of contractual orders to the value of US$5m (£3.6m*)
for Modern Water equipment so far in Q1 2021, including eight of its units being
retrofitted with MicrotoxPD SARS-CoV-2 wastewater detection systems. This is
particularly significant in two respects: (i) That it heightens confidence in the forecast
made on 11 January 2021, in which the Group guided investors to anticipate full year
2021 revenues of £10m; and (ii) The fact that 80% of the equipment presently being
produced by Modern Water has been earmarked for the Chinese market. The fact that
China was the first location hit by what became the global COVID-19 pandemic, and also
the first to successfully respond in terms of controlling its progression/severity through
implementation of strict containment measures followed by an accelerated roll-out of a
portfolio of domestically developed vaccines (including Sinovac and Sinopharm), suggests
that the same government will also lead the world with respect undertaking a rapid,
possibly enforced through regulation, installation and facilitation of various full-time
monitoring, detection and alert systems deemed necessary to provide their population
with a safe living environment going forward.

Group website: www.deepverge.com
1-year share price performance

Source: ProQuote

Past performance is not an indication of
future performance.
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Considering that Modern Water’s advanced product range is ideally suited to such needs
and that it presently has few or no peers offering similar capabilities, demand from other
major nations following in China’s wake might shortly also be expected to spike sharply.
As such, this news provides further confirmation as to the exceptional level of customer
interest in Deepverge’s highly innovative range of products which have been designed to
service a potentially enormous, long-term post-Pandemic market, as well as its ability to
utilise core competences as it continues building upon such opportunities. Anticipating
such news flow, on 11 January 2021 TPI updated its financial valuation for Deepverge
which resulted a new price target of 84.8p/share.
(Please note that TPI’s valuation is based on financial modelling and there is no guarantee
that such a valuation will ever be realised, therefore please do not base investment
decisions on this valuation alone. Also please note that past performance is not a reliable
indicator of future results.)

Modern Water setting international standards for coronavirus detection
Following Deepverge’s 17 November 2020 acquisition of Modern Water plc, ongoing
investment was immediately focused on creation of an optimised, miniaturised and more
cost-effective range of instruments capable of collecting large volumes of data efficiently,
which can then be processed using Rinocloud’s AI models in order to deliver detailed
analysis and timely alerts for its customers. This not only permits real-time detection of
water pollution but also, when combined with information from externally sourced data
providers, such as weather data, can offer an accurate prediction of local pollution hotspots.
Through this, local authorities might have the ability to network equipment in order to
provide a much needed, automated environmental control and response system covering
their entire regions. Facilitating this, Deepverge’s 100%-owned environmental
subsidiary has already overseen substantial upgrades to its units’ software and firmware
in order to enhance the user experience and simplify application of its Microtox and
Microtrace instruments. Automated detection and identification of Modern Water’s
reagents through its equipment optimises monitoring capabilities, with all test results
benchmarked against regulated standards. Importantly, this also provides Modern Water
with a source of recurring demand for its of high margin consumables.
*US$=0.72GBP
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China presently dominating Modern Water demand
Given that China appears to be the first nation attempting to set the international standard required for provision of a safe living
and working environment for local populations, it is highly significant that 80% of the equipment presently being produced by
Modern Water for delivery during 2021 has been earmarked for Chinese customers. Responding to individual needs, it undertakes
further assembly and localization in the country, through its Shanghai facilities and presently has plans to double its current
Chinese manufacturing capacity, which is due to start in Q2 2021 and expected to be completed by year end. Modern Water’s
environmental division has had a multi-person team working out of a wholly-owned Shanghai subsidiary since 2013. Importantly,
its long-standing team has successfully tendered for a number of Chinese projects, having installed equipment in 5 of the 23
provinces and now manages 40 in-country distributors offering sales, support, marketing and distribution.
The following list details Modern Water order fulfilment and works upgrades that are expected to be delivered/undertaken during
the current year ending 31 December 2021:
•

Instruments from across the range of Microtox and Microtrace are being manufactured with upgrades to
the software allowing optimised collection and organisation of data for real time surveillance.

•

Screens have been upgraded with Chinese interfaces across the range of Modern Water’s bench top
laboratory equipment.

•

In February 2021, over 100 award-winning Microtox bench top and mobile instruments are completing
production for immediate delivery.

•

40 Handheld trace metal detector PDVs have been manufactured to meet immediate obligations and a
significant upgrade design is underway on a further 100 units that are due to be produced.

•

Big ticket (c.US$50,000) online monitors from the Microtox CTM toxicity range and the Microtrace metal
OVA range are being produced across two sites with 40 units scheduled for final assembly at the Group’s
Shanghai, China, facilities in March 2021.

•

8 Modern Water, Microtrace OVA, units are being retrofitted with the MicrotoxPD real-time optofluidic
COVID detection system for wastewater.

•

An upgrade to Modern Water’s reagent production line, in York, UK, has been completed with the
installation of a HS-2 Freeze Drying Lyophilizer supplied by Frozen in Time Ltd. This streamlines
downstream processing and automates quality control, improving volume output of the recurring revenue
consumables used by most of the Modern Water range of equipment.

•

Microsaic plc’s in-line bio-processing monitoring unit, announced in the RNS of the 15th February 2021,
will fully automate the upstream quality control system removing all manual testing requirements.

Deepverge anticipates strong continuing growth in 2021
On 11 January 2021, Deepverge confirmed that Q4 2020 was its first ever profitable (at the EBITDA level) quarter, during which
time order books built strongly with the signing of 12 new contracts for Labskin Services. At the same time, the Board also
provided revenue guidance of £10m for 2021 (representing 127% annualised growth on the full year 2020 figures), while noting
that several large projects, including two ‘multi-million pound opportunities’ due for decision in coming months offer potential to
drive this figure substantially higher still. Today’s news reinforces such expectations. Recognising that the coming year will likely
see the world transition from one that has struggled to contain the catastrophic effects of a global viral pandemic, to one that needs
to urgently understand how to provide rapid, ongoing detection, containment, monitoring and response in a post-Pandemic
environment whose principal challenge must be to ensure such outbreaks cannot undermine humankind’s future well-being,
Deepverge’s seemingly ideal range of core competences, technologies, innovative skillsets and global reach potentially positions it
to enjoy years of exceptional, high margin growth. On 11 January 2021, TPI accordingly updated its valuation for Deepverge,
which now indicates a revised figure of £140.6m, suggesting a new share price target of 84.8p.
(Please note that TPI’s valuation is based on financial modelling and there is no guarantee that such a valuation will ever be
realised, therefore please do not base investment decisions on this valuation alone. Also please note that past performance is not
a reliable indicator of future results.)
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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 sole broker to Deepverge plc (‘Deepverge’) 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 Deepverge’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 Deepverge.
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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 © 2021 Turner Pope Investments (TPI) Limited, all rights reserved.
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