Marketing Communication
Your Capital is at Risk
11 January 2022
Stock Data
Share Price:

22.00p

Target Price
Market Cap:

94.70p
£47.34m

Shares in issue:
215.16m
52 week intraday high/low: 70.0p/20.0p
Company Profile
Sector:

Healthcare

Ticker:

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.
www.deepverge.com
Share price chart since 25 March 2017

DeepVerge plc
DeepVerge has released a post-31 December 2021 year end trading update along with a
statement detailing its outlook for the current year. Unaudited figures point to another
year of triple digit percentage growth, taking revenues to £9.33m (2020: £4.48m –
audited) on the back of higher margins and an increase in recurring revenues despite
supply chain delays and reduced production staff due to COVID infection/isolation in the
fourth quarter. With several substantial 2021 shipments plus a backlog of regular reagent
supplies needing to be pushed into Q1 2022, continued expansion of order books across
all divisions supported by an exceptionally strong balance sheet provides strong
foundations for the current year. Based on this, the ambitious forecasts and valuation
that TPI published back on 3 August 2021 remains unchanged, suggesting a target price
for the Group, which presently trades on a lowly 8x 2022 EBITDA multiple, of
94.7p/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.)

Exceptional 2021 results despite continued Pandemic-related delays
Back on 11 January 2021 DeepVerge’s CEO, Gerry Brandon, stuck his neck well above
the parapet, providing investors with revenue guidance of £10m for the coming year. At
that time of course, just about nobody envisaged Pandemic conditions continuing beyond
the summer. The Group nevertheless secured orders comfortably excess of this target,
even if supply chain delays and COVID infected staff requiring isolation during Q4 2021
ultimately pushed some shipments and backlog of reagent supplies into Q1 2022.
Summary unaudited results for the period were as follows:
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Total 2021 order intake in excess of £10m
2021 Group revenues +108% to £9.33m (2020: £4.48m - audited)
Full year 2021 EBITDA loss expected of c.£0.22m (2020: loss £0.86m)
Full year 2021 expected loss before tax of c.£3.50m (2020: £2.87m)
H2 2021 revenues of £6m (H2 2020: £3.4m) delivered first profitable EBITDA
half year (excluding exceptional items)

TPI estimates that Pandemic conditions forced c.£1.3m of revenues that in normal
conditions would have been recorded in Q4 2021 to slip into Q1 2022. Amongst other
things, this included installation of Government National Infrastructure trial equipment
with a value of £480,000 that was originally due for completion before the year end, along
with several All-Membrane Brine Concentration (‘AMBC’) installations destined for
India and the Middle East plus backlog bacterial reagents supplies. Notwithstanding
these, TPI believes DeepVerge would have managed to exceed the forecasts it set back in
August 2021, which included a revenue estimate of £10.5m and EBITDA of £0.25m. TPI
also notes that while the Group’s anticipated 2021 full year loss before tax of c.£3.50m
appears high, investors should recognise that this figure will have been substantially
magnified by the revenue shortfall being pushed into Q1 2022.

TPI acts as sole broker to DeepVerge plc.
Attention is drawn to the disclaimers and
risk warnings at the end of this document.
Retail clients (as defined by the rules of the
FCA) must not rely on this document.

Based on the work now being carried over into Q1 2022, with order books continuing to
expand across all divisions, TPI has retained its ambitious 2022E forecast for a further
triple digit annual percentage increase in revenues to £24.00m along with postexceptional EBITDA of £6.19m, which generates free cash of £3.99m and leaves the
Group’s period-end cash at an impressive £10.7m.
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Skin Trust Club to launch video medical consultations & diagnostic service
DeepVerge today also announced Skin Trust Club’s launch of video medical consultations and diagnostic service. This new opt-in
remote offering is expected to provide additional revenue from a complementary extension to the consumer-based Skin Trust Club,
which incorporates the Skin Trust Club Artificial Intelligence Skincare App and Home Test Kit. This new service is expected to be
rolled out in Q2 2022, providing video consultants that include Dermatologists, General Practitioners and Clinical Nursing
personnel.
The fact that Skin Trust Club has rapidly accumulated over 30,000 registered members, some 58% of which have underlying skin
conditions, suggests DeepVerge has identified a significant international, longer-term unmet consumer need. In order to satisfy this
home test processing capacity heading into 2022 is 20,000/month in each of the UK, Ireland and US laboratories, although additional
capacity to substantially expand this in response to spiking demand can be brought quickly on-stream.
The success of this unique, bespoke service is being demonstrated by Club members that have already begun to purchase skincare
products, recommended for their personalised daily skincare routines, through a new Skin Trust Club marketplace service. This
new in-app and web-based sales channel promotes skin care manufacturers, Labskin partners and consumer test clients, generating
wholesale revenue for Labskin on products sold through the platform.

Modern Water – Local community testing for COVID-19 and other pathogens
Modern Water Mobile Services (‘MWMS’) is positioning itself as a critical new component in the armoury of national and provincial
government response protocols. The expanded Microtox® PD product launch in Q1 2022 will allow utilities to extend their reach
into smaller sites for more granular 'last mile' surveillance, enabling local authorities and private companies to protect citizens and
customers by monitoring for COVID-19 and a range of additional pathogens, including forever chemicals.
Factors such as size, cost, reach and route to market have remained central to the Group’s design philosophy throughout,
significantly influencing the upgraded product offering. Microtox® PD has been designed to be retrofitted into existing Modern
Water equipment to detect and identify a range of infectious viruses and bacteria including SARS-CoV-2, E. coli, Legionella and
Cryptosporidium on a single chip, using AI, in real-time. The new units are smaller, making them more suited to local populations;
fully mobile, allowing them to be transported to different sites at short notice; mass producible, ensuring regional customer
affordability; and available, through a business model that offers new manufacturing partnerships and corporate franchise
opportunities in the developing world where it can be sold at locally affordable prices.
Benefits from utilisation of the new compact offering include:
•
•
•

Real-time detection of the virus in the community at source,
Zero transport costs of non-virus confirmed samples, and
Variant testing only on confirmed virus at the laboratory.

Microtox® BT equipment has also been redesigned to deliver a portable, mobile testing unit to process breath tests at point of care.
Further information on this development will be provided in H1 2022. As with all human diagnostic equipment, EU regulatory
approval is required for formal roll out of this breath test product. The newly upgraded version of Microtox® BT will be subject to
the rigorous test protocols established at the Group’s Labskin facilities, once again utilising test subjects provided by the Royal
College of Surgeons in Ireland through which the original prototype secured positive results.
Modern Water’s equipment production and assembly lines in Ireland are also presently being advanced through a €2.7m project,
including a €750,000 grant provided by Enterprise Ireland, for the semi-automated manufacture of 200 miniaturised Microtox®PD
units/month. First units are expected to be delivered to buyers in Q2 2022. Elsewhere in the Group’s Newcastle, Delaware, US
facilities, additional demand for the bioluminescent Microtox® reagent has resulted in investment to upgrade laboratory equipment
with additional operational staff hiring to alleviate a rising order backlog.
DeepVerge’s collaboration with Microsaic Systems plc (AIM: MSYS) contributes portable real-time sewage monitoring for ‘organics’
such as drugs of abuse and active pharmaceutical ingredients front line water analysis portfolio. Both companies are engaged in a

2

Marketing Communication
Your Capital is at Risk
11 January 2022
collaboration to deliver complete solutions, with a backbone of analytics delivered to end users powered by AI techniques provided
by the Modern Water division, Rinocloud.
Following the Group’s recent installations in Beijing, China, ahead of the Winter Olympics, Microtox® CTM, LX, FX and Microtrace
equipment continues to find strong demand. Significantly, this makes 9 out of the last 10 Olympic Games monitored for drinking
water contamination by Modern Water’s Microtox Toxicity testing. Based on this, the Group’s multiple award-winning equipment
and reagent consumables continue to build reputation in China, where orders from provincial and municipal governments continue
to expand. Ongoing negotiations with China Resources Environmental Protection Development Limited (‘China Resources’), a
division of one of the world's largest natural resource groups, for the formation of a 49%-owned joint venture that includes a
commercial framework agreement, with technology and support as well as a reseller agreement, remains ongoing. Providing a
highly efficient route to deliver Modern Water’s world leading technologies throughout the 23 provinces of China, a successful
conclusion during 2022 could dramatically multiply long-term revenues from the territory.

Recognising the scale of the opportunities now being presented
DeepVerge’s recent record of delivering triple digit annual revenue growth looks to be sustained in 2022. The new year is expected
to witness the beginnings of a step-change in both international need and longer-term demand for Modern Water’s unrivalled
pathogen testing equipment. In tandem with this, Group receipts continue to grow rapidly as processing capacity for Skin Trust
Club’s home test kits expand in response to surging demand, while Microtox BT’s regulatory tests and joint venture negotiations
with China Resources remain ongoing. Recognising the scale of the opportunities being presented and in expectation of further
significant news releases in coming months, TPI has retained its ambitious 2022 forecasts for DeepVerge along with a DCF-based
valuation that implies a share price target of 94.7p.
(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.)

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.
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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.

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 © 2022 Turner Pope Investments (TPI) Limited, all rights reserved.
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