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Microsaic Systems plc

Stock Data
Share Price:

0.22p

Market Cap:

£13.4m

Shares in issue:

6,076m

52 week high/low:

0.70p/0.08p

Company Profile
Sector: Electronic and Electrical Equipment
Ticker:
MSYS
Exchange:

AIM

Activities
Microsaic Systems plc (‘Microsaic’, ‘MSYS’, ‘the
Group’) is a high technology company which
develops point-of-need mass spectrometers,
designed to improve the efficiency of chemical
and biological workflows.

Website: www.microsaic.com
5-year Share price performance

Further to the Heads-of-Terms announced on 9 August 2021, Microsaic has confirmed
its signing of an agreement (‘the Agreement’) with Jiangsu Henzhihe Technologies Co.
Ltd. (‘HZH’), to provide services including product manufacturing, integration and
operation of a service centre in support of distribution and prospective OEM
partnerships in China. Remaining on track to secure a China medical device licence in
2022, the Group is now developing a local capability with Chinese partners for the mass
production of its miniaturised mass spectrometry (‘MS’) instruments, with a view to
maximising available margin through reduced costs while broadening its marketing
reach. Targeting annual sales of up to 100 units for each therapeutic drug monitoring
sector over the next two to three years, with further opportunity in other analytical
areas, HZH has confirmed it can meet the prospective demand requirements for both
China and the rest of the world.

Therapeutic drug monitoring – A giant but underserved global market
Microsaic’s miniaturised mass spectrometers offer unique capabilities of significant
interest across a range of different Chinese markets. In particular there appears to be
high potential in clinical and bioprocessing applications where real-time, point-of-need
data for patient treatment is extremely important, but generally is found to be served
in a less than satisfactory manner by currently available product.
The global therapeutic drug monitoring (‘TDM’) market size is estimated to reach
US$3.17 billion by 2025 and is poised to grow at a CAGR of 6.6% during the forecast
period 2020-2025, according to research group IndustryARC. TPI estimates that the
overall opportunity in China alone could represent in excess of 15% of the global market
going forward.

Source: LSE

Past performance is not an indication of future
performance.
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Typically, TDM is segmented across a number of different drug types, including
antiepileptic, antibiotic, immunosuppressant, antiarrhythmic, bronchodilator,
psychoactive agents, etc, as well as other minor healthcare solutions. Clinicians are
routinely required to monitor drug pharmacodynamics by directly measuring the
physiological indices of therapeutic responses, such as lipid concentrations, blood
glucose, blood pressure, and clotting. To date, for many drugs either no measure of
effect is readily available, or equipment utilised is insufficiently sensitive or not
available in a timely manner, something that can be resolved by utilising the Group’s
MiDas™ compact sampling interface through automated sampling, dilution and
injection for direct mass spectrometer analysis.

Working with Jiangsu Henzhihe Technologies Co. Ltd.
HZH is a recently incorporated entity whose directors have a long history of working
with MS in China and manufacturing other analytical devices, including active
pharmaceutical ingredients (‘API’). It is an OEM provider of analytical solutions which
includes hardware, such as high-performance liquid chromatography (‘HPLC’), Mass
Spectrometers, sample preparation devices etc., software and application development.
It addresses markets ranging from environmental and food testing to pharmaceutical
analysis, as well as clinical diagnostic analysis and has relationships with large analytical
instrumentation and pharmaceutical companies, etc. HZH and Microsaic will
collaborate with distribution partners to access and service other substantial growth
opportunities in China.
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Production in China of the Group’s MS hospital diagnostic monitoring equipment is expected to commence before the end of this
year to support its (presently unnamed) Chinese Distributor through local production and service, something which appears to be
a pre-requisite to securing a medical license in the country. As such, the Agreement further establishes a local presence for
Microsaic, accelerating its growth opportunity across China. With an addressable hospital market that was estimated in 2019 to
comprise 33,000 separate facilities having 7.9 million beds (or 1 bed per c.1000 population), having the ability to scale local
production for MS TDM and maintain supply with a high-quality service capability is essential.

China based production of Microsaic equipment to commence in 2021
The non-binding HoT signed with an unnamed distributor (‘the Distributor’) announced on 4 May 2021, describes an in-principal
agreement for the parties to collaborate in the supply and marketing of the Group’s micro-engineered MS technology for use
within a POC medical device monitoring system for hospital diagnostics in the Chinese market. Microsaic expects to secure the
requisite Chinese medical device licence in 2022 through which, having now secured a local production capability, it will
undertake product testing and validation for regulatory approval. Further details are expected in due course.
Under the HoT, the first application will be in monitoring psychiatric therapeutics, with further monitoring applications to follow.
Subject to completion of a final agreement with the Distributor, Microsaic expects to generate two streams of revenue, from both
the initial sale of monitoring systems and the subsequent recurring revenue-share from the supply of reagents and consumables
used for monitoring. Both parties will negotiate and agree the terms of the proposed assembly and sale of the monitoring
equipment.

Balance sheet strength expected to support Microsaic’s corporate transformation to point of profitability
2021 started well for Microsaic, with first quarter revenues rising strongly from a low base. Beyond this, TPI considers existing
visibility, a gradual relaxation of Pandemic-related restrictions amongst the Group’s existing and proposed client base, along with
already contracted sales to DeepVerge will see the revenue growth recorded in the opening quarter to be sustained for the whole
of 2021. Although at this time TPI has yet to set a valuation or target share price for Microsaic, it does recognise that today’s news
represents a further, important step by its Board toward successfully delivering on the promises it made back on 4 February 2021.
Having successfully completed a £5.5m equity placing and broker option in February 2021, Microsaic now appears to be
sufficiently resourced to capture the global market opportunities for its technologies that it and its partners have identified.
(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 joint broker to Microsaic Systems plc (‘Microsaic’) and 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 Microsaic and/or 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 Microsaic or 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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