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BioDue is a leading player in the Italian nutraceutical market: it 
develops, manufactures and distributes food supplements, cosmetics, 
medical devices and herbal products. It operates as a manufacturer 
for third parties (national and international pharmaceutical players) 
as well as for its own brands and for private labels. 
 
Exposure to growing sector ahead of earnings' 
acceleration 
BioDue offers a combination of attractive structural factors - growing 
reference markets and solid history - and positive short term drivers: a 
major capex plan comes to end in 2018 and top line and earnings 
momentum are expected to accelerate. The combination of these factors 
should bring RoCE to historical levels and re-ignite value creation.  In 
addition, the stock could deliver attractive dividend yields - in excess of 2% 
from next year - or, if favorable M&A opportunities arise, the company 
could seek external growth in a fragmented market. 

 

A small execution risk still there:  delivery should drive 
stock re-rating 
We expect the Group to face a business acceleration, following the 
strengthening carried over recent years: execution risk has lowered but not 
fully disappeared. The challenge has moved from the industrial side to the 
general business structure and commercial side and results delivery in the 
following quarters will be key for stock re-rating. 

 

Implications of potential move to MTA not incorporated  
BioDue General Shareholders Meeting has approved the move from AIM 
Italia to MTA (potentially STAR segment). Should this process go ahead, 
stock's free float should go from current 21% to 35% to meet STAR 
requirements. Our valuation and forecasts do not encompass this scenario 
and do not either incorporate any potential M&A. 

 

Initiation of coverage: fair value at €6 per share 
We initiate coverage on BioDue with a €6.0 Fair Value per share. This value 
implies 2018E multiples of 10.3x EV/EBITDA and 16.7x P/E, which we view 
as fair in the light of the forecasted growth of 29% for EBITDA and 34% for 
adjusted earnings (2017-2020E CAGR). 

 

 Fair Value (€) 6.00  

 Market Price (€) 5.30  

 Market Cap. (€m) 59.1  
 

 KEY FINANCIALS (€m) 2017A 2018E 2019E  

 REVENUES 36.3 42.0 45.3  

 EBITDA 4.6 7.3 8.3  

 EBIT 3.2 5.6 6.3  

 ADJ. NET PROFIT  2.1 4.0 4.3  

 EQUITY 20.5 23.9 27.1  

 NET FIN. POS. -6.1 -7.5 -4.3  

 EPS ADJ. (€) 0.19 0.36 0.39  

 DPS (€) 0.06 0.11 0.12  
Source: BioDue (historical figures) 
Value Track (2018E-19E estimates) 
 

 RATIOS & MULTIPLES 2017A 2018E 2019E  

 EBITDA MARGIN (%) 12.6% 17.4% 18.4%  

 EBIT MARGIN (%) 8.7% 13.4% 14.0%  

 NET DEBT / EBITDA (x) 1.3 1.0 0.5  

 NET DEBT / EQUITY (%) 30% 31% 16%  

 EV/EBITDA (x) 14.2 9.2 7.7  

 EV/EBIT (x). 20.4 12.0 10.1  

 P/E ADJ. (x) 27.7 14.8 13.6  

 DIV YIELD (%) 1.1 2.1 2.3  
Source: BioDue (historical figures  
Value Track (2018E-19E estimates) 
 
 

 STOCK DATA    

 FAIR VALUE (€)  6.00  

 MARKET PRICE (€)  5.30  

 SHS. OUT. (m)  11.1  

 MARKET CAP. (€m)  59.1  

 FREE FLOAT (%)  21.5  

 AVG. -20D VOL.  2,500  

 RIC / BBG  BIO2.MI / BIO2 IM  

 52 WK RANGE  4.84-5.67  
Source: Stock Market Data 

THIS EQUITY RESEARCH IS PRODUCED IN THE NAME AND ON BEHALF OF INVEST BANCA S.P.A. THAT IS ACTING AS SPECIALIST ON BIODUE SHARES 
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Investment Summary 
  

We initiate coverage on BioDue with a €6.0 Fair Value per share. This value implies a fair equity 
value of €67mn and 2018E multiples of 10.3x EV/EBITDA and 16.7x P/E, which we view as fair in the 
light of the forecasted growth of 29% for EBITDA and 34% for adjusted earnings (2017-2020E CAGR). 

The appeal of BioDue comes from a combination of attractive structural factors, as its reference 
market and solid history, and positive short term drivers, as the completion of the capex plan in 2018 
and the strengthening earnings momentum. 

In addition, the stock could deliver attractive dividend yields - in excess of 2% from next year - or, if 
favorable M&A opportunities arise, the company could accelerate its growth path with potentially 
value-enhancing acquisitions, in a highly fragmented industry. 

Finally, the last General Shareholders Meeting has approved the move from AIM Italia to main 
market MTA, potentially to the STAR segment. Should this process go ahead, management is 
expected to seek an increase of the stock's free float from current 21% to 35%, i.e. the minimum 
required to enter STAR. Value Track valuation and forecasts do not encompass this scenario, (in other 
words neither the additional charges required by the transition, or the potential proceeds should new 
shares be issued), and do not either incorporate any potential M&A. 

 

Positives 

Attractive sector 
BioDue is active in the nutraceutical and cosmeceutical market, two segments of the health care 
industry that are converging, both growing at global level. Indeed consumption should record a 2017-
2020E CAGR of 8% and 9% for food supplements and cosmetics respectively. 

The Italian market - where BioDue still generates 88% of its revenues - is at the same time an 
attractive consumption market (innovative and growing) and a major manufacturing hub for global 
players. BioDue operates on both sides and we believe it should be able to benefit from the attractive 
growth ahead, supported on the industrial (B2B) segment by its long lasting relationships with 
corporate clients and by the entry barriers represented by regulation, demanding clearing processes 
with manufacturing partners and high capital requirements.  

On the B2C segment, BioDue market shares are supported by strong and increasing visibility with 
"influencers" (physicians and pharmacists) in Italy and growing export and direct local presence (US, 
Latam and Eastern Europe) abroad.  

High diversification  
BioDue management has always been keen in maintaining a good level of diversification, i.e.: 

® Clients’ diversification in the manufacturing division; 

® Functional areas diversification within the B2B and B2C businesses;  

® Product and delivery system diversification within each segment;  

® Site diversification in the manufacturing facilities.  

Such a strategy contributes to a reduction of the business risk profile that should partially 
counterbalance the small size of the Group, compared to its larger peers. This feature is probably not 
critical in the current expansion phase of the market, but it may become more crucial should any of 
the segments witness a slow down or a major concentration process. 
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Major investment cycle due to completion in H2 2018 
BioDue has undertaken a major investment plan after its IPO back as of 2015: we calculate 
that over 2016-2018E ca €12.7mn should be invested on fixed assets and this, combined with the buy-
out and consolidation of LaBiotre, a key supplier, is leading to doubling the capital employed by end-
2018E compared to 2015.  

This financial (and managerial) effort has been key to sustain top line growth while bringing internally 
key phases of production, but it has also affected efficiency during 2016/2017. The finalization of the 
scale up plan implies also that: 

® From 2019E the Group Free Cash Flow generation should accelerate and we expect EFCF at 
average 8.2% in 2019E/2020E;  

® RoCE should start recovering from the bottom level recorded in 2017 - i.e. 9.5% (after tax) from 
15.2% of 2015 - and gradually get back to peak levels by 2020E, re-igniting the value creation 
process. 

Young and committed shareholders and management  
The management team is led by the major shareholder of the Benedetti family (Mr Vanni Benedetti, 
Chairman of the Board), and combines young and committed managers with the company since a few 
years, with those recently hired to strengthen the structure and bring specific know how into the 
Group.  Mr Vanni Benedetti owns 37.2% of the company, he did not sell any share during the IPO and 
is highly committed to the future growth of BioDue.  The management team will be involved in the 
recently announced Stock Option Plan (300k shares, €1.5mn value). 

M&A is in the cards in this industry 
The company should repay all its debt and become cash positive by 2021E if it does not 
undertake any M&A. Yet, we see this as unlikely, given the attractive sector outlook and its high 
fragmentation, combined with the strong industry know how of management and the sound Balance 
Sheet of the Group. The Italian sector offers a number of small/mid-size potential targets and we 
would not rule out the company could identify a business fitting well in ita product or brand portfolio. 
The powerful manufacturing "machine" put in place in these years could be leveraged into an enlarged 
offer with interesting production and distribution synergies.  

"Disappointment" risk reducing  
Investors involved in the IPO of BioDue have enjoyed so far a total return of 52% (including a 5 % 
of cumulated dividend yield over 2016-2018). However, when looking at the stock performance 
(broadly aligned to the market, after the initial sky-rocketing performance post-IPO) and at the 
consensus estimates that have being gradually reducing over 2016 and 2017, we could say with 
hindsight that investors may have been somehow disappointed. Probably the short term impact of the 
plan, aimed at getting the company ready to capture future growth, has been stronger than expected. 
This phase has not been completed yet - as described in the report it should be finalized by end of 2018 
- but we believe residual risks are minor and from 2018E the company should eventually witness top 
and bottom line growth, with Free Cash Flow turning positive from 2019E.   

Valuation 
In the light of the above elements we do not expect BioDue to trade at discount to its closest 
peers and rather expect potential M&A in the industry to drive further re-rating. Current 
multiples suggest a discount of ca 10% to 25% and we see 2019E forecasts to support the stock's rating 
into the medium term. We set a fair value based on the average between peers' analysis (€6.4 per 
share) and DCF model (€5.5 per share). We believe the stock is likely to keep a certain discount to its 
larger peers' ratings, given its smaller size and the higher execution risk linked to its organic and 
external growth, while fair value implies EV/EBITDA and P/E multiples broadly aligned to those of 
smaller Italian peers, as Pharmanutra and Enervit.   
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Concerns 

Competitive scenario 
In nutraceutical and cosmeceutical sectors there are also very large players, including the divisions of 
big pharma and personal care multinationals.  

This is probably not a major issue for the industrial division of BioDue, as the extremely wide range of 
products suggests that large players should maintain a high level of outsourcing or, alternatively, they 
should likely grow via acquisitions to bring production in-house. Strong demand and increasing 
attention to active substances' quality, "bio" products and high standards' production models 
contribute to keep clouds far from qualified manufacturers.  

As for the proprietary brands owned by the Group, it may become a problem given the limited 
firepower of lower scale players compared to big pharma or health care groups.  

Product and functional area diversification, some niche product and restless process/product 
innovation (as RewCap technology) are the management's tool to minimize this risk.  

Potential transformations ahead 
We believe the current distribution structure of the pharmaceutical products in Italy could undergo 
major changes in the future, following the gradual liberalization of the pharmacy channel.  More than 
90% of BioDue products are sold through pharmacies - being mostly qualified and specialty brands - 
and broadly the same is likely to occur for the products manufactured by BioDue industrial division 
and distributed by its B2B clients.  

Hence, a major concentration process in the pharmacy channel may trigger a price pressure along the 
chain to all players involved. Today BioDue sells directly to pharmacy shops only a marginal portion of 
its revenues, as most of the pharmacies' supply chain in Italy is run by wholesalers and purchasing 
groups.  

Yet, this does not seem to put the smaller suppliers into a safe position in this respect, we believe, and 
see this as the major long term risk for the company.   

Still on the learning curve 
The Group is facing revenues acceleration and increasing internationalization (with the new JVs 
abroad), and the organization structure is consequently being reorganized and strengthened. The 
potential move to MTA from AIM Italia would be part of the process.  

All this is consistent and we fully endorse it, however it may also bring some potential hick-ups on the 
"learning curve": we may have some negative impact in the lower part of the P&L (i.e. in the SG&A 
costs, as manufacturing re-organization hit the industrial margin over 2016/2017).  

We believe there is little to do about such an execution risk, often linked to growth for small caps, but 
on the other hand this may question only the short term "scale" benefits, but not to hit the "core" of 
the company and its competitive positioning. 

 

 

 

 

 

 

 

 

A special thank to Pietro Nargi that cooperated in the writing of this equity research 
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Valuation 
 
The stock currently trades at €5.30, or 1.6x EV/SALES, 9.2x EV/EBITDA and 14.8x Adj. P/E based 
on 2018E forecasts. We set €6.0 fair value per share, given by the simple average between Peers 
analysis and DCF model. 

We note for those investors who subscribed the IPO back in May 2015, that a €6.0 market price is 
still well off stock's peaks but implies an annual return of ca.19% (excluding the 1.8% average 
dividend yield p.a.) and we expect further growth over 2018-2020E and free cash flow acceleration 
to support the stock rating in the medium term.   

Peers' group includes domestic companies operating in similar sectors as well as a few international 
names operating in the nutraceutical and cosmetics market. Our DCF model is based on a 9.2% 
WACC and terminal value with a perpetuity growth rate at 2.5% implies an exit multiple of 5.9x 
EBITDA in 2028E. 
 

 

In our view, BioDue can be valued both trough Peers analysis and DCF model. As far as Peers 
analysis is concerned, we believe closest comparable companies are a few European and US companies 
involved in the nutraceutical and cosmetics markets. As far as DCF model, we highlight how the 
company will boast a positive cash generation over the forecast period, after experiencing a cash 
absorption in recent years, due to the reorganization and the strengthening of the Group's structure 
and its manufacturing capacities. 

Based on the current perimeter of consolidation and on current number of outstanding shares, we 
assess a €6.0 fair value, given by the simple average between two above-mentioned valuation models. 

 

BioDue: Sensitivity of implicit stock trading multiples in the €5.2 - €7 share price range  

Share 
price 

(€) 

Market 
Cap 

(€mn) 

EV (€mn) EV / Sales EV / EBITDA EV / EBIT P / E P / B 

2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 

5.20 58.0 66.4 62.6 1.6 1.4 9.1 7.5 11.8 9.9 14.5 13.4 2.7 2.3 

5.40 60.2 68.6 64.8 1.7 1.5 9.4 7.8 12.2 10.3 15.0 13.9 2.8 2.4 

5.60 62.4 70.8 67.0 1.7 1.5 9.7 8.1 12.6 10.6 15.6 14.4 2.9 2.5 

5.80 64.7 73.1 69.3 1.8 1.6 10.0 8.3 13.0 11.0 16.1 14.9 3.0 2.6 

6.00 66.9 75.3 71.5 1.8 1.6 10.3 8.6 13.4 11.3 16.7 15.4 3.1 2.6 

6.20 69.1 77.5 73.7 1.9 1.7 10.6 8.9 13.8 11.7 17.3 15.9 3.2 2.7 

6.40 71.4 79.7 76.0 1.9 1.7 10.9 9.1 14.2 12.0 17.8 16.4 3.3 2.8 

6.60 73.6 82.0 78.2 2.0 1.8 11.2 9.4 14.6 12.4 18.4 17.0 3.4 2.9 

6.80 75.8 84.2 80.4 2.0 1.8 11.5 9.7 15.0 12.7 18.9 17.5 3.5 3.0 

7.00 78.0 86.4 82.7 2.1 1.9 11.8 9.9 15.4 13.1 19.5 18.0 3.6 3.1 
 

Source: Value Track Analysis 
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Peers Analysis  
Roughly speaking, is not so easy to identify many peers with a business model perfectly aligned to 
BioDue, i.e. including both a "pure industrial" business and a B2C branded segment, with a high level 
of integration and internalization and with a diversified product offer - food supplements, herbal 
products, cosmetics and medical devices. 

In addition, as described in the dedicated section, there are a lot of players in this reference market, 
including pharmaceutical firms, which are integrating their value chains with nutraceutical and 
cosmeceutical solutions (to get out of the "ethics"), “pure” food producers, whose activity is more and 
more addressed to functional foods and dietary supplements, and "pure" consumer/personal care 
product manufacturers which are moving up towards the higher quality cosmeceuticals. 

In our view, most similar companies to compare for valuation purposes are the European and US mid-
size players, with a specialized business (or division). The companies of this group - including three 
Italian firms – are active in the wide and complex nutraceutical market and / or are involved in the 
production of cosmeceuticals, albeit not all of them are 100% focused on these segments and none has 
a B2B division as large as BioDue, in relation to their overall business. 

 

 

Our sample includes ten listed companies, briefly described as follows: 

 

® Pharmanutra: based in Italy and listed on AIM Italia, it is a global pharmaceutical firm, which 
develops nutraceutical and medical devices with a well-defined focus on oral iron supplements 
and muscle and joint pain relievers;  

® Kolinpharma: listed on AIM Italia, it is a nutraceutical Italian company whose products are 
positioned just below pure pharmaceutical formulations and do not include generic 
food/nutritional supplements; 

® Naturhouse: a Spanish company engaged in the manufacturing of nutrition and weight 
management products, classified in the following categories: Food Supplements, Healthy Foods & 
Drinks, and Cosmetics & Body Care; 

® Sarantis Group: established in Greece, the company manufactures and distributes mainly 
cosmetics (mass market and luxury segments) and households products, but also Health & Care 
Products (vitamins, nutrition supplements, testing kits, pharmacy cosmetics); 

® Enervit: one of the main players in the Italian nutraceutical market, with a leading position in 
the welness segment and second player in the diet field;  

® Herbalife Nutrition: a global direct-selling corporation that develops, markets and sells 
nutrition supplements, weight management, sports nutrition and (to a very minor extent) 
personal-care products; 

® Midsona: based in Sweden, it is engaged in manufacturing and distributing of health and well-
being products (health foods, sports nutrition, super food, dietary supplements, cold remedies, 
skin-care and beauty products), With 70% of revenues still represented by healthfoods sold 
though the "grocery" channel its positioning is relatively less qualified than other peers; 

® Boiron: a France-based  multinational Group that manufactures and markets single homeopatic 
medicines and drugs, but also medicines based on trace elements, phytotherapy remedies, food 
supplements as well as health and beauty care products; 

® Alès Groupe: a French company who designs, manufactures and markets plant-based cosmetic 
and hair care products and to minor extent perfumes. Its positioning its more leaned towards the 
cosmetic segment and the Group has always reported single digit EBITDA margins; 

® Usana Health Sciences: a US company which develops and manufactures science-based 
nutritional and personal care products and operates with a global direct-selling formula. 
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BioDue: Peers’ features and main business activities  

Company Country Currency Mkt Cap Revenues 
2017A 

Nutraceutical Cosmetics Other 

Yes/Not (as %) Yes/Not (as %) Yes/Not (as %) 

Pharmanutra Italy (AIM) EUR 129 38 ✓	 100% 
    

Kolinpharma Italy (AIM) EUR 10 4 ✓	 100% 
    

Enervit Italy EUR 63 56 ✓	 100%     

Sarantis Group Greece EUR 514 343 ✓	 10% ✓	 47% ✓	 43% 

Naturhouse Spain EUR 218 95 ✓	 n.a. ✓	 n.a. ✓	 n.a. 

Midsona Sweden SEK 3,037 2,173 ✓	 n.a. ✓	 n.a. ✓	 n.a. 

Boiron France EUR 1,475 618 ✓	 n.a. ✓	 n.a. 
  

Alès Groupe France EUR 119 232 
  

✓	 96% ✓	 4% 

Herbalife US USD 9,317 4,428 ✓	 98% ✓	 2%   

Usana US USD 2,824 1,047 ✓	 83% ✓	 6% ✓	 10% 

BIoDue Italy (AIM) EUR 59.1 36 ✓	 85% ✓	 15%   
 

Source: Value Track Analysis (BioDue Medical devices are included in Nutraceutical) 

 

 

BioDue vs. comparable: Sales growth and EBITDA margin  
When comparing to international and domestic peers, we highlight BioDue mid-to-low-end 
positioning, in terms of both recent sales growth (measured through 2015-17A CAGR), and EBITDA 
margin (FY17 reported figures).  

 

BioDue: Industrial performance vs. Peers SALES 2015/17 CAGR and EBITDA 2017  

Sales CAGR 2015A-17A * 
 

EBITDA margin 2017A 
 

Source: Market Consensus, Value Track Analysis 

*Organic Sales CAGR. Kolinpharma is not included, since historical figures are not meaningful  

 

However, it is worth to highlight that: 

® The margin range is quite wide, with EBITDA margins reported in the 9-30% bracket (leaving out 
Alès Groupe that closed a tough 2017 with negative margins); 

® Size does not seem to be the key driver of margins (see charts below), while profitability depends 
on product positioning and distribution strategy: margins fall moving from specialized 
nutraceuticals and cosmeceuticals distributed through pharmacies to mass market functional 

31%
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17%
14%
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9%
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food and cosmetics, sold in large retail chains (direct-selling network seems to be in an 
intermediate position). 

® BioDue runs a sizeable B2B business (the "industrial" division accounts for more than half 
revenues) and this is not fully comparable to the B2C. We estimate the industrial division enjoys 
an EBITDA margin slightly below the Group average and this partially explains why BioDue is 
positioned in the middle of the margins' range despite its strong product positioning and qualified 
distribution. In addition, 2017 profitability was affected by a few, simultaneous initiatives to 
prepare the Group for future growth, i.e. capacity expansion, manufacturing reorganization, 
management reshuffle. 

 

Revenues (€mn) and EBITDA margin 2018E: Focus on BioDue’s peers 

Revenues 2018E (€ mn) * 

3,975

972 635

385 250 242 96 60 43 42

7

 

EBITDA margin 2018E 

31%	

26%	 25%	 25%	

17%	
16%	 16%	

11%	
10%	 10%	

3%	

 
Source: Market Consensus, Value Track Analysis 

*Scale adjusted for better visibility 

 

The chart below indicates that moving into current year BioDue is relatively well positioned in terms 
of top line growth (both on reported and like-for-like data) and profitability.  

 

Revenues growth to EBITDA growth in 2018E: Focus on BioDue’s peers  
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Source: Market Consensus, Value Track Analysis  

*Organic Sales growth, based on 2017 Pro-Forma figures, EBITDA reported 

**Kolinpharma is not included for graphical reasons (Sales growth 2018E at 70%, EBITDA margin 2018E at 25%) 
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Sector multiples underlines upside potential  
In our view EV/Sales and EV/EBITDA are the most appropriate multiples to compare 
BioDue to peers, although we acknowledge the peers' group includes companies that differ 
materially in terms of size and liquidity. While as discussed above, it seems to us that company's 
positioning matters more than business size for profitability, on the other hand trading multiples may 
be affected by limited liquidity, as in the case of Kolinpharma (€10mn market capitalization). In this 
respect BioDue is comparable to a stock like Enervit (€ 63mn market cap and €11mn free float) or to 
some extent Pharmanutra (€130mn market cap) and still lagging behind the two multinational groups 
of the "direct-selling" nutrition. 

 

EV/Sales to  top line growth: Focus on BioDue’s peers  
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Source: Market Consensus, Value Track Analysis 

*Organic Sales CAGR, based on 2017 Pro-Forma figures 

**Kolinpharma is not included for graphical reasons (Sales CAGR 17A-20E at 42%, EV/Sales at 1.4(x)) 

 

EV/EBITDA to EBITDA growth: Focus on BioDue’s peers  
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Source: Market Consensus, Value Track Analysis 

*Organic EBITDA CAGR, based on 2017 Pro-Forma figures 

**Kolinpharma is not included for graphical reasons (EBITDA CAGR 17A-20E at 56%, EV/EBITDA at 6.0(x)) 
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EV/EBITDA to EV/Sales 2018E: Focus on BioDue’s peers  
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Source: Market Consensus, Value Track Analysis 

 

 

By looking at stock trading multiples, BioDue is trading at a slight discount on all major 
multiples (EV based and P/E). We do not believe a discount to be justified, given the Group is going 
to face a period of FCF acceleration, following the phase of investments and capacity expansion due to 
be completed in 2018, and this is only marginally captured by these multiples. On the other hand, we 
believe that results' delivery in line with expectations will be key in reducing the perception of 
execution risk and driving the stock's re-rating. 

 
BioDue: Peers stock trading multiples 

Company Market Cap 
(€mn) 

EV / Sales EV / EBITDA EV / EBIT P / E 

2018E 2019E 2018E 2019E 2018E 2019E 2018E 2019E 
Pharmanutra 129 2.7 2.4 10.7 9.1 11.4 9.8 18.8 16.4 

Kolinpharma  10 1.5 1.1 6.0 3.8 11.0 5.4 15.9 9.0 

Naturhouse 218 2.2 2.1 7.1 7.0 7.5 7.3 11.1 10.7 

Sarantis Group 514 1.3 1.2 11.2 10.2 12.8 11.6 16.4 15.1 

Enervit 63 1.1 1.0 11.5 10.6 15.6 14.0 26.4 22.6 

Herbalife 8,031 2.2 2.1 13.9 12.9 16.6 15.1 26.5 23.9 

Midsona 295 1.4 1.3 14.1 12.8 15.5 14.2 18.0 16.5 

Boiron 1,475 1.9 1.8 7.6 7.0 9.4 8.7 18.6 17.8 

Alès Groupe 119 0.6 0.7 18.8 11.5 25.3 13.5 nm 22.0 

Usana 2,434 2.2 2.0 13.8 12.9 16.3 14.8 26.6 24.3 

Average  1.7 1.6 11.5 9.8 14.1 11.4 19.8 17.8 

Median  1.7 1.6 11.4 10.4 14.1 12.6 18.6 17.2 

BioDue @ mkt price 59.1 1.6 1.4 9.2 7.7 12.0 10.1 14.8 13.6 
 

Source: Value Track Analysis 
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We would also highlight Group's attractive EFCF yield: following the completion in 2018 of the Group 
strengthening process - on manufacturing, management, vertical integration and distribution - 
BioDue should generate EFCF of ca €4.8mn per year (average 2019-20E), above 8% of its equity. This 
should enable the company: 

® To increase its pay-out: we currently assume ca. 30% pay-out in 2019E, with a 2.3% dividend 
yield but these could double, or 

® To undertake some mid-size M&A, as in two years' time the Group is forecast cash positive and 
management could "acquire" a ca €2mn EBITDA company (€10-12mn revenues) at a multiple up 
to 10x EBITDA without pushing its leverage ratio above 1.7x NFD/EBITDA.  

 

Overall, based on the average of the peers' group trading multiples, we would set as “fair” for BioDue 
2018E multiples the following: 1.7x EV/Sales, 11.5x EV/EBITDA and 19.8x P/E, which correspond to a 
Fair Value of €6.4 per share.  

 

 

DCF valuation 
Our Discounted Cash Flow model is applied assuming the current capital structure of the company 
(30% D/E), an overall cost of Equity of 10.9% and a 9.2% WACC.  Detailed calculation is based on 
the following assumptions: 

Cost of Equity 

® Risk-free rate at 2.2% which reflects medium term-target inflation in the Eurozone; 

® Unlevered beta at 0.8 (average of Healthcare Products and Healthcare Support services);  

® Implied Italian Equity Risk Premium at 6.7%, derived using a relative stock market volatility 
approach considering an implied US ERP at 5.0% (source: Damodaran); 

® Additional 2% Equity Risk Premium to compensate for the Italian AIM lower liquidity. 

 

Cost of Debt 

® Pre-tax cost of debt at 4.7% reflects the sum of 2.2% risk free and 2.5% of additional credit spread; 

® Corporate Tax rate at 24%. 

 

BioDue: WACC calculation 

  
 

     Risk free  2.2% 

     Risk Premium  6.7% 

     Beta Unlevered  0.8 

     Beta Levered  1.0 

     Small-Size Risk Premium  2.0% 

COST OF EQUITY  10.9% 

COST OF DEBT (after-tax)  3.6% 

D/D+E  23.0% 

WACC  9.2% 
 

Source: Value Track Analysis 
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Other additional DCF model assumptions are the following: 

® Financial statements projection starting from 2018E to 2028E; 

® Terminal Value 2028E, obtained applying a 2.5% Perpetuity Growth Rate (PGR), which 
corresponds to an exit multiple of 5.9x EV/EBITDA (compared to current 9.1x). 

 

That said, we estimate a fair equity value per share at €5.5, corresponding to a fair equity value 
of €62mn. 
 
BioDue: Discounted Cash Flows  

(€’000) 
 

PV of future cash flows FY18E-FY27E 30.2 

PV of Terminal value with PGR at 2% 38.4 

Fair Enterprise value 68.6 

Net Debt Position 2017A year-end 6.1 

Cost of  minorities (LaBiotre) -0.9 

Fair Equity value  61.6 

Fair Equity Value per share (€) 5.53 
 

Source: Value Track Analysis 

 

In addition, we run some sensitivity analysis to WACC and PGR 

 

BioDue: Fair Equity Value p.s. Sensitivity Analysis 
   Perpetuity Growth Rate 

WACC 

  2.00% 2.25% 2.50% 2.75% 3.00% 

8.2%  6.33   6.51   6.71   6.92   7.16  

8.7%  5.76   5.91   6.07   6.24   6.43  

9.2%  5.27   5.40   5.53   5.67   5.82  

9.7%  4.85   4.95   5.06   5.18   5.30  

10.2%  4.48   4.57   4.66   4.75   4.86  
 

Source: Value Track Analysis 
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BioDue Group at a glance 
BioDue is a leading player in the Italian nutraceutical market, founded back in 1986 by Sion 
Fulvio Benedetti, with the aim of developing, manufacturing and distributing solid and liquid food 
supplements, herbal supplements, cosmetics and medical devices. It operates as a manufacturer for 
third parties (national and international pharmaceutical players) as well as for its own brands, both in 
the domestic market and abroad. In addition, the company is also involved in the production of 
Private Labels for the retail market (pharmacies, parapharmacies and herbalist’s shop). 

The company runs its activities in four proprietary industrial plants (for a total of ca. 17,000 square 
meters), registered according to CE 852/2004 and USA FDA (safe food production), certified GMP 
(Good Manufacturing Practice) required for dietary supplements and complying with standards UNI 
EN ISO 22716/2008 (cosmetics' production) and EN ISO 13485. Production and logistics are all 
located in Tavarnelle Val di Pesa (Florence). 

 The group employs more than 180 people and is organized in two main divisions:  

® Industrial division, dedicated to the production on behalf of third parties of liquid and solid 
food supplements, cosmetics, medical devices and herbal products;  

® Branded & Private-Labels, dedicated to the production and marketing of its own brands’ 
products, with a well-defined focus on dermatological, ophthalmic and herbal products, and of 
products under pharmacies' and herbalists' private labels. 
 

BioDue: Activities organized in two main divisions  

Industrial division (54% of 2017 revenues) 

 BioDue Industrial is the internal division active in the production, on behalf of 
national and international pharmaceutical companies, of liquid and solid food 
supplements, cosmetics, medical devices and herbal products in different forms like 
drops, capsules, tablets, bags, powders, vials as well as skin gels, creams and spray. In 
FY17, this business line contributed with 19.5mn or ca. 54% of Group Net Sales and 
90% of volumes sold. 

Branded & Private-Label division (46% of 2017 revenues) 

 

Pharcos, since the early nineties commercializes its products in the dermocosmetic 
field. Over the years, it has emphasized the application of widely used molecules in 
dermocosmetic practice, like essential fatty acids omega-6, glycolic acid, beta-sitosterin, 
kojic acid, melatonin and DNA repair enzymes. Pharcos products are currently available 
in over 20 countries worldwide, and its Net Sales achieved €8.2mn in FY17, ca. 23% of 
Group Net Sales 

 BiOfta, acquired back as of 2007, is the brand dedicated to ophthalmology. At the 
beginning its products mainly consisted of a range of food supplements specific to each 
eye area. Today, more innovative products are available, like the ophthalmic cosmetics 
for “care” of the periocular area, or new supplements for eye problems related to diabetes 
as well as the first treatment for periocular application with liposomal nanotechnology 
indicated for alterations of the tear film. Products under this brand contributed to Group 
Net Sales for 8% in FY17 (€2.7 mn) 

 

Selerbe, bought in 2010, is the brand dedicated to herbal medicine, with products and 
extracts from vegetables, aromatic and medicinal herbs. It also provides tailored 
production of private labels to pharmacies, parapharmacies and herbalist’s shops. This 
business line in FY17 has experienced a double-digit growth rate in Net Sales, achieving 
€5.3mn (i.e. ca. 15% of Group Net Sales). 

Source: Value Track Analysis 
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BioDue: Revenues breakdown by business line and geographic area 

FY17 Revenues by business line  

51% 

22% 

7% 

14% 
6% 

Industrial Pharcos BiOfta Selerbe LaBiotre	
 

FY17 Revenues by geography  

88% 

12% 

Domestic	sales Foreign	sales
 

Source: Company figures, Value Track Analysis  

 

Group structure and related companies’ description (as of end 2017) 
In the latest two years, BioDue has carried on a modernization process, aiming at increasing its output 
capacity and vertical integration, improving logistical and distributive activities and expanding its 
geographic footprint. Indeed, several efforts and sizeable investments have been finalized, leading to a 
new organizational structure. 

That said, we highlight the following moves undertaken in 2017: 

® Capital increase of €1mn in LaBiotre (supplier of vegetal extracts), through which BioDue 
achieved 51.2% of share capital from previous 39% in December; 

® Establishment of an equal joint venture (i.e. 50/50) with Suco International Group 
in the US. The two entities created the company Pharmacomed Corp., which in turn holds 50% of 
Pharmacomed Mexico, for the distribution of Pharcos’ product lines in the Americas;  

® Establishment of an equal joint venture with Fufarma (IMC group) in Albany to realize 
a new industrial plant in Tirana for the production of pharmaceutical capsules and tablets starting 
in 2H18. 

 

BioDue: Group structure as of December 2017 

 

Source: Company data. Companies in light blue are consolidated (line by line from 1.1.2018), companies in black at equity. 
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Consolidated and related companies are totally functional to BioDue business. In particular: 

® LaBiotre S.r.l. - “from the seed to the final product” – was born in 2011 from the joint efforts of 
a group of experienced professionals, working in the botanicals' extraction and food supplement 
formulation. It provides BioDue with raw materials for herbal’s products and natural plant 
extracts to be used in the production cycle. Its products range from liquid extracts (alcohol, glycol, 
hydroglyceric, etc.) to soft extracts and granular dry extracts. LaBiotre production is only partially 
devoted to the Group, with its current business to third parties (€ 2.4mn in 2017) due to further 
expansion. LaBiotre will be consolidated on a line by line basis as of 1.1.2018.  

® Pharcomed Corp, together with Pharmacomed Mexico – “combine know-how and 
distribution network” - Within the JV agreement, BioDue has granted Pharcomed the exclusive 
license to distribute Pharcos’ products in the American continent through 1) the pharmaceutical 
marketing channel (i.e. the business of advertising or otherwise promoting the sale of 
pharmaceutical drugs directly to doctors), 2) the retail distribution and 3) the e-Commerce 
channel. The JV will therefore benefit from both production and logistic know-how of BioDue, 
and from the commercial experience gained by Suco Group, active for over 25 years in the 
pharmaceutical distribution and historical partner of Pharcos in Latam; 

® Two Bee S.r.l., will start the investment for the new 2100sqm production plant during the 
second half of 2018 and first output is expected in 2019. The partner (IMC Group) will provide the 
site for the facility, will support the JV with local authorities in the process to achieve new 
products' authorizations and registrations and, more importantly, will contribute with its 
distribution know how in Albany and in the Balkan area. 

What’s new in early 2018 
In the first months of the current year additional changes have occurred, among which we highlight: 

1. A reinforced management structure. As of February 2018, the company has also 
strengthened its managerial structure, aiming at promoting the commercial development of its 
own brands and boosting growth, through:  

o The appointment as CFO of the previous Administrative Director, Emanuele Angellotto, in 
BioDue since 2010 as tax, finance and accountant manager, with a strong focus on the 
company reporting system; 

o The recruitment of three new managers - with track record in the pharmaceutical sector - as 
of Director of Business Development, Operations Director for Pharcos Italia and Operations 
Director for BiOfta Italia. 

2. A renewed Board of Directors, that includes - after the General Shareholders Meeting of April 
- the following members:  

o Vanni Benedetti – Chairman. He has acquired significant experiences in the 
management of production plants, processes and in the business strategy. Deep track record 
in the cosmetic and dietary food markets, and strong B2B relationships with national and 
international pharmaceutical companies; 

o Enrico Russo – Vice President.  Since 2012 he coordinates Selerbe sales' network and 
strategies. Deep knowledge in dietary food products and directly involved into Selerbe’s new 
products development; 

o Robert Nisica – Board member.  Long experience with managerial responsibilities in a 
leading company of the pharmaceutical packaging sector, today he manages the division of 
plastic packaging; 

o Luca Sforazzini – Board member. He developed a deep experience as production 
manager of liquid dietary foods (from 1998). Currently, he manages all the Group's 
production plants and coordinates the workforce, with focus on the Quality Assurance 
System. 
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3. A buyback programme. As of April 26, shareholders signed an agreement through which the 
company commits to repurchase a maximum of 200,000 own shares, equal to 1.79% of BioDue’s 
share capital, within maximum 18 months. The ratio behind this buyback agreement is the 
creation of a securities warehouse, consistent with company’s future strategy (i.e. possible 
extraordinary transactions or strategic agreements). 

4. The Stock Option Plan. Lastly, shareholders approved the 2018-2020 Stock Option plan, 
through a share capital increase of ca. €1.5mn and the issue of 300,000 new ordinary shares with 
no nominal value. This share incentive plan will involve employees, directors and partners, 
aiming at strengthening their sense of belonging and involvement, improving company's 
performances, and it will increase the company's appeal to new potential professionals in the 
industry. 

5. First Quarter revenues. Company reported Q1 2018 revenues growth of 16.6% to €9.7mn 
(+9.6% excluding the impact of LaBiotre consolidation). Growth was strong at both industrial 
division (+9% YoY) and Owned Brands (+10.4% Y0Y, driven by Selerbe 15% top line growth). 

Shareholders and management 
Current shareholders structure. BioDue is owned by the Benedetti family - which holds ca. 60% 
of outstanding shares -  and the three main shareholders Vanni Benedetti, Ruffo Benedetti and 
Pierluigi Guasti (total ca. 8.7mn ordinary shares, equivalent to ca 78.5% of BioDue share capital) 
signed in August 2017 a lock-up agreement on their holdings.  

The lock-up agreement and the simultaneous placement of a 8.1% stake (sold by Ruffo Benedetti) via 
an accelerated book building procedure, increased the free float to 21.5% (chart below) and provided a 
transparent shareholding picture into January 2019, with the aim of a potential listing on official MTA 
Stock Exchange in the near future. 

 

BioDue: Shareholders structure 

37.2% 

23.1% 

18.1% 

21.5% 

Vanni	Benedetti Ruffo	Benedetti Pierluigi	Guasti Free	Float
 

Source: Company figures  

 

As concern the management team, the company is fully managed, since all business divisions, 
main industrial processes and related and/or controlled companies are under a management team 
with track records in the pharmaceutical & nutraceutical as well as in the cosmetics sectors.  

Led by the main shareholder, the management team is composed by young and committed managers 
with a structure that has recently changed and that might further adjust and be enlarged. We can 
distinguish them according to: 

® Managers sitting in the BoD, who has not only the role of board director but also an operating 
role, with focus on management of pharmaceutical packaging, supervision of production and 
industrial division (B2B), supervision of foreign JVs and management of own brand “Selerbe”; 

® Managers not involved in the BoD ,as  the CFO, the director of business development and  
the operating directors of own brands Pharcos (Italian market) and BiOfta.  
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The reference market 
 
The three segments of the Group's products are: dietary supplements, cosmetics and medical devices. 
The main reference market is the nutraceutical one (the products of this segment represent two 
thirds of Group's total revenues), while the remaining is made in the cosmetic and medical device 
segments.   

As the main distribution channel for all BioDue products is the pharmacy/parapharmacy channel - 
and in a marginal part herbalists - we focus on these channels as a key positioning factor, given the 
cosmetic and the nutraceutical industries include also wide segments where BioDue does not operate 
(e.g. the functional food & beverage or the cosmetic lines distributed outside the pharmaceutical 
channel, as large distribution and perfumery stores).  

These segments are strongly correlated in terms of target public, distribution and to some extent 
manufacturing. For the whole global industry the growth prospects are very solid and the Italian 
market appears attractive both as a healthy consumer market and as a competitive and qualified 
manufacturing hub. 
 

 

 

Reference market? Not an easy exercise 
The lines of products formulated, manufactured and distributed by BioDue are the following: 

® Dietary supplements: liquid (single-dose bottles with/without measuring cap; syrups; drops; oral 
sprays) or solid (powders, sachets, swallowable tablets, chewable tablets, capsules); 

® Cosmetics and Dermocosmetics: emulsions (W/O and O/W), lotions, gels and oils for the skin, 
creams and gel for face and / or body, hand creams, detergent emulsions, sunscreens; detergents 
for hair, face, body; bath-shower, shampoo, products for external intimate hygiene, syndet, 
trichological lotions and gels; 

® Medical devices: nasal sprays; vaginal lavage, ovules and gel, topical products; 

® Herbal products. 

At first sight the reference market appears really wide, as includes many products, a few functional 
areas and different distribution channels.  Yet, we believe the key positioning factors are: 

® Quality of product (active substances, scientific support, patent/brand protection); 

® Visibility with key influencers (pharma marketing towards doctors and pharmacists); 

® Retail channel (pharmacy and para-pharmacy vs large distribution and others). 

The chart below shows the positioning of BioDue: such a positioning is supported by its product lines 
(focused on specific functional areas), the qualified distribution networks (MISs) and retail channels 
(pharmacies and para pharmacies or herbalists for herbal products). 
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BioDue’s reference market in a picture: "not just" personal care, "not just" food  

Personal	Care

Pharmaceuticals

Nutrition

Cosmeceuticals

Nutricosmetics

Nutraceuticals

Food	&	liquid	
supplements

Medical	
devices

Herbal	
supplements

BioDue activities	are	focused	on	
these	market	segments

 
Source: Value Track Analysis 

 

The Nutraceutical market -  Let's focus on dietary supplements 
The global nutraceutical market was valued at around 383 USD bn in 2016 and is expected to 
reach around 561 USD bn by 2022, at a CAGR of 6.8% (according to Mordor Intelligence). The 
nutraceutical industry includes functional food & beverages and dietary supplements (in the form of 
tablets, capsules and liquids) and medical devices, with key ingredients being pre-biotic and pro-biotic 
vitamins, minerals, fibres, proteins, omega 3 and structured lipids, amino acids and various other 
ingredients - examples of so called functional foods are yogurts with pro-biotics and drinks with herb 
blends, while dietary supplements are products like multivitamin tablets or capsules for rebalancing 
pigmentation disorders. 

Leaving aside the functional food& beverage (accounting for ca 60% of the nutraceutical market) and 
focusing on the dietary supplement market, its global value was estimated at 115 USD bn in 2016, 
with an expected growth of 8.6% (2017-2022E CAGR, by Mordor Intelligence). Asia-Pacific was the 
largest market for dietary supplements (accounting for 35% of the global market share in 2016), 
followed by North America and Europe. Asia-Pacific is also expected to maintain the fastest growth 
(12% 2017-22E CAGR), driven by India and China, while North America and Europe are likely to grow 
at a healthy rate of 4% - 5%, over the same period. 

Dietary supplements are intended for relieving assumption of a certain "dietary ingredient” (vitamins, 
minerals, protein, enzyme, etc.), meant to supplement the normal diet in order to:  

® Support general wellness; 

® Prevent widespread pathologies; 

® Enhance several bodily functions - e.g. improve digestive health, cardiovascular health, bone 
health, immune functions, weight loss, blood pressure; 

® Support specific population's segments - e.g. women, pregnant woman, athletes, elderly; 

® Treat specific diseases (e.g. psoriasis, eye problems related to diabetes) 

These products are therefore split by their "functionalities", moving from the more generic products 
for well-being to those prescribed for very specific segments/pathologies. In 75% of cases, however, 
the final consumer follows the indications provided by either the doctor or the 
pharmacists. According to Federsalus, the Italian dietary supplement market had a total 
turnover of 2.9€bn in 2017 (+5.9% y/y with a 4.1% growth of volumes) and 91% of revenues 
were represented by the pharmacy channel. These products have being growing steadily over 
the last decade in Italy and the current annual expenditure pro capite is above €45, one of the highest 
in Europe, despite it is very much concentrated in three main regions (with two regions - Toscana and 
Liguria - spending more than €49 pro capite).  
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Focus on Italian dietary supplements market by distribution channel 

Sell-out dietary supplements by channel 2015, 2016, 2017 
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41

49

57

159

184

199

2015 2016 2017
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Dietary supplements breakdown by channel in 2017 

91% 

2% 
7% 

Pharmacy Pharma	corner Large	distribution	(hyper/supermkts)
 

Source: federSalus 

 

The offer: from "small giants" to micro players 
The suppliers of this market in Italy are either larger players (including the nutraceutical divisions of 
the large food multinationals) or small, local pure players. The average turnover in the two segments is 
completely different: the table below shows the picture of top 15 names as of beginning 2016, but we 
believe that the current market structure does not differ much, despite the steady growth recorded in 
the last two years.  

Just to give an idea, Aboca reached a total turnover of €190mn in 2017, of which €144mn on the 
Italian market, while Unifarco registered ca. €70mn sales in Italy,  with a total turnover of €84mn. 
The key message, however, remains that the industry is highly fragmented. 

Top 15 companies operating on the Italian market by sell-out and market share (as of April 
2016) 

Company Market Share Sell-out 04/2016 

Aboca 4.23% 112.3 

Pfizer Cons. Health 4.08% 108.6 

Sofar 2.94% 78.2 

Megapharma 2.67% 71.0 

Montefarmaco 2.20% 58.4 

Named 1.83% 48.7 

Pool Pharma 1.70% 45.3 

Unifarco 1.48% 39.3 

Laborest Italia 1.46% 38.8 

Shedir Pharma 1.44% 38.2 

Biofutura Pharma 1.40% 37.2 

Johnson & Johnson 1.40% 37.2 

Esi 1.34% 35.7 

Solgar Italia 1.25% 33.3 

Giuliani 1.20% 31.9 
 

Source: IMS Health – Multichannel view  
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Outlook for Italian nutraceuticals 
The outlook for nutraceutical remains positive, according to forecasts by all the major research houses 
(globally +7/10% p.a.), with a slightly slower growth rate for the US and the European markets 
(+4/5% CAGR into 2022E).  

As for the Italian market we may expect growth to be in line with the rest of Europe, driven by the 
consolidated drivers:  

® Consumer’s awareness that nutrition is key for health; 

® Increasing view and scientific support that nutritional products are an effective tool to managing 
health (in prevention as well as in chronic diseases); 

® Current consumers' and Governments' trend is to be preventive rather than react to the health 
issues, which involve huge healthcare costs in developed countries; 

® Shift in the consumer's preference from synthetic ingredients to natural and organic ingredients 
(phytonutrients); 

® Steady trend of aging population and of "active aging" population in particular. 

 

These drivers could be partially mitigated by the: 

® Higher penetration already achieved in Italy, with a higher expenditure per pop (despite it is still 
not homogeneous); 

® Increasing focus on quality nutrients and consumption of functional food & beverage, which may 
replace supplements and/or reduce future needs for it (e.g. in the cholesterol control or 
cardiovascular prevention). 

 

The cosmeceutical market: the "forever young and healthy" syndrome 
Cosmeceutical products are characterized as cosmetic products with biologically active ingredients 
claiming to have medical or drug-like benefits. However, the market lacks a clear definition of what 
constitutes cosmeceuticals, with the term covering a spectrum of products from prescription-only 
products to widely available over-the-counter products (and in Italy they have no specific legislation). 

Currently, much of the innovation in the cosmeceuticals field is being carried out by cosmetic 
companies who are investing heavily in R&D for cosmeceuticals, in a manner more typical of 
pharmaceutical companies. On the other side, pharmaceutical companies are competing to jump into 
the cosmetics business by releasing cosmeceuticals products. 

Over the past two decades, declining fertility and mortality rate has resulted in a sustained rise in 
aging population globally. People are living longer, and a strong desire among men and women to 
retain youthful appearances has groomed and nurtured the cosmetic industry worldwide. Rapidly 
aging demographics has led to robust demand for anti-aging products (face, body, hair, etc.). This 
increase in demand has created room for innovations in cosmetics and this, combined with the 
increasing attention for natural and organic ingredients (fitocosmetics) and sustainability, has being 
boosting the industry growth. 

Hence, we are talking about a large market, growing in value and volumes, increasingly crowded and 
with a high level of innovation, also in Italy (see charts below). Looking at the different product lines, 
skin care is the dominant segment, followed by hair care and injectables. 

We also note that according to a recent report published by Market Insight in March 2018, the global 
cosmeceuticals market was valued at $47bn in 2017, and is expected to grow at a CAGR 2018-
2023 of 9.4%, reaching a value of $80bn. 
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Focus on cosmeceutical and cosmetics with functional claim markets 

Global cosmeceutical market by product (2017) 

62% 15% 

4% 

19% 

Skin	Care Hair	Care Injectables Others
 

Cosmetic products with functional claim on the Italian market 
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Global Cosmeceutical Market: historical and expected values 
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The rise of knowledgeable, wealthy, beauty-conscious consumers looking for cosmetic products with 
medicinal benefits and aware of the use of organic ingredients should keep supporting sales.  

Key drivers for global growth are expected to be: 1) rising in consumer income, 2) increasing 
consumers number in emerging markets, 3) changing in lifestyles, 4) rise in male grooming and 5) 
increasing demand for natural or bio based products.  

As there are very little data relative to this specific and relatively new segment for the Italian 
market, we start from the domestic cosmetic consumption and focus on the pharmacy channel, as a 
possible proxy of the cosmeceutical (table below). Yet, "cosmetics sold in pharmacies" (€1.9bn in 
2017) is clearly a larger market than real cosmeceutical. Thus, on the one hand this proxy 
overestimates the size of the segment we focus on, but on the other hand it probably underestimates 
its real growth.  

Still, data below can provide some broad but useful hints on this relatively young industry and it seems 
reasonable to assume a size of the nutraceutical segment around €1.5bn and a growth rate over recent 
years in line with the global trends just outlined (8%) and above the 5% CAGR recorded by the whole 
"cosmetic" segment sold in qualified channels (pharma-parapharmacies). 
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Italian Cosmetics market turnover over the last 40 years 

Distribution channel 
1976 2006 2017 

€mn (as %) €mn (as %) €mn (as %) 

GDO 958 44% 3,286 41% 4,160 41% 

Perfume shops 668 31% 2,088 26% 2,008 20% 

Pharmacies (incl. paraph.) 264 12% 1,125 14% 1,868 18% 

e-Commerce - - 65 1% 340 3% 

Hairdressing - - 688 9% 574 6% 

Herbalist shops - - 275 3% 440 4% 

Beauticians 108 5% 251 3% 236 2% 

Door-to-door sales 164 8% 308 4% 472 5% 

Total 2,162 100% 8,093 100% 10,097 100% 
 

Source: Centro Studi Cosmetica Italia, 2017 

 

The offer in cosmetics/cosmeceuticals: Italian players strong also in B2B  
The Italian cosmetic market is a major market in terms of domestic consumption, but also one of the 
leading manufacturing industry and a major exporter. The Italian manufacturers of cosmetics benefit 
from the local production heritage and know-how, as well as from an increasing perception of Italy as 
a "premium/quality" producer not only in fashion and food. In addition, Italian players are 
capitalizing on the increasingly "holistic" approach to beauty, wellness, quality of life, nutrition. 

In the specific segment of cosmeceuticals, the offer is still very much fragmented, with a few leaders 
(in some cases domestic subsidiaries of large multinational groups or pharma groups) and many 
smaller local companies: a picture somehow similar to the nutraceutical product, given the many 
common elements and a few overlapping areas (as the distribution via the pharma channel). 

Outlook for Italian cosmeceuticals 
As outlined before, the current projections for the global cosmeceutical demand are very solid (ca 10% 
CAGR into 2023) with an acceleration compared to recent years, driven among others by emerging 
markets' demand. As for the domestic market, we would expect growth rates not far from global 
trends, supported by the increasing role of pharmacies in cosmetic distribution, given they are still 
relatively marginal compared to other markets (see chart below). 

 

Over the past ten years cosmetic products have increased their presence in the pharmaceutical 
channel - where sales for these products have being growing at a CAGR of ca 5% vs 2% of the whole 
industry. Yet, personal care represented only 8% of pharmacy total revenues in 2016 (according to 
Federsalus). Therefore, we expect cosmeceutical to keep outperforming cosmetics and also to increase 
its relative importance within the pharmacy channel.  

This trend should favor in our view those suppliers with better quality and strongest positioning in 
qualified channels. 
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Global Cosmetics Consumption: Historical trend 2006-2016   
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Italian Cosmetics market in 2017: distribution channels and focus on products sold in pharmacies 
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Sector Legislation - food supplements  
The company operates in the nutraceutical sector, more precisely in the food supplements on an 
exclusively natural basis, to support pharmacological treatments and to prevent certain diseases, or 
simply for general well-being purposes. The products are sold either on the free commercial segment 
or in the OTC (over the counter, i.e. without prescription) segment and hence they never require a 
prescription for purchase.  

The sector of food supplements is regulated by the Directive 2002/46 (implemented in Italy by the 
D.L. 169/2004). This includes indications as, among others:  

® The purity criteria of the sources of vitamins and minerals used in supplements;  

® The rules on labelling (e.g. indications of type of nutrients, daily dose recommended, warnings 
and indications, the nutritive or physiological effect in order to orientate consumers, etc);  
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® The obligation of carrying out production and packaging of food supplements in plants 
authorized by the Ministry of Health and consistent with the GMP required.  

In addition, according to D.L. 111/1992 at the launch of a new food supplement, the producer must 
inform the Ministry and issuing a model of the label to be used for the product. The Ministry of Health 
may request further documentation to support safety of use of the product and the effects attributed to 
it, considering the whole of its constituents, as well as any other information or data deemed necessary 
for an appropriate evaluation. It may also request changes to the labelling and/or insertions of specific 
warnings. If the Ministry of Health believes that food supplements present a health hazard, their 
marketing is prohibited, while food supplements for which the procedure is successfully concluded are 
included in a public register, updated regularly by the Ministry. 

 

Sector Legislation - medical devices 
As for medical devices legislation is still mostly represented by D.L. 46/1997 (implementing in Italy 
Directive CEE 1993/42). Here devices are classified and regulated in different groups, depending on 
their complexity and potential risk to users' safety. As for BioDue most of products are classified in 
"lower risk" classes. 

However, a new European regulation was adopted as of April 2017 - the so-called MDR - entered into 
force on May 2017, and through this the previous directives (Dir. 93/42/EC; Dir. 90/385/EEC, and 
Dir. 98/79/EC) have been replaced by only two regulations:  Regulation (EU) 2017/745 on medical 
devices and Regulation (EU) 2017/746 on in vitro diagnostic medical devices. These regulations will 
only be applied after a transitional period of 3 years and 5 years respectively, hence in 2020 and 2022 
respectively. 

The primary objectives of the new law are to improve quality, safety and reliability of medical devices 
thanks the inclusion of a) a clinical evaluation and post marketing surveillance, b) the supervision and 
advisory of notified bodies and c) a unique device identifier (UDI). 

However, we highlight how BioDue is already compliant with the highest international standards and 
registration requirements and do not expect the in-coming rules to be a challenge for its medical 
device business (representing around 10-20% of revenues, depending on product line).  

 

Sector Legislation - cosmeceutics 
As for cosmeceutical, there is no specific legislation, as these products are "hybrids" (in between the 
cosmetic and the pharma), while the Italian legislation rules only the two separate categories: 
cosmetics and pharmaceuticals. Cosmeceuticals are therefore legally included in the cosmetic 
segment and must comply with the European Regulation (CE) 1223/2009, fully effective in Italy as of 
July 2013. 

Cosmetics law rules at European level and, among others, set: allowed ingredients (vs those forbidden 
or limited, etc); labeling; cosmetic products cannot have any therapeutic effect and therefore cannot 
claim to treat any pathology/disease; cosmetics must be produced according to Good Manufacturing 
Practice at European Level (UNI EN ISO 22716); Ministry of Health has a post-sale surveillance role in 
order to be notified serious undesirable effects of products and act (via recalls or withdrawals) to grant 
safety of final consumers. 
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Risks and opportunities for BioDue 
On the back of the above considerations about the reference market, we can outline the following 
factors: 

Risks 

® Competition from large multinationals of the pharma industry, with material power in R&D, 
advertising and promotion and with large MSI networks. These can also benefit from cross 
selling, being already virtually present in 100% of pharmacies. The same applies to some extent to 
the personal care multinationals. 

® Competition from large retailers (i.e. entrance of large distribution chains in the most attractive 
segments of nutra/cosmeceutical), should large retail chains further widen their presence in these 
areas (e.g. with specialized corners and parapharmacy) the relative negotiating power of small 
suppliers of food supplements or cosmetics would be affected.  

® Deregulation of the Italian pharmacy channel could attract large players, leading to a certain 
consolidation/concentration and to a stronger negotiating power of pharmacies relative to 
manufacturers. This would be partially mitigated by the fact that large distributors and 
purchasing groups already exist, but we believe single large retailers could be more aggressive. 

® Regulation could become a risk or an opportunity, depending on the potential introduction of 
stricter rules for "hybrid products", i.e. food supplements and cosmeceuticals that are in-between 
the generic segment (food and cosmetic respectively) and the pharma industry and therefore are 
regulated separately or not regulated at the moment. However, there are no indications that 
major changes are likely in the short term even if the risk of a creeping competition from the 
pharma industry cannot be ruled out.  

 

Opportunities 

® The growth prospects for the industry are very interesting, both at global and domestic level and 
on both sides of food supplements and cosmeceutical products. This favors the industrial division 
- as Italy is considered a very competitive and qualified manufacturing hub - as well as the 
Group's brands and private label business. 

® An increasing role of the Italian manufacturers and the increasing export could drive strong 
growth of BioDue revenues outside Italy, in both divisions. The US/Latam markets in particular 
could be major drivers for Pharcos. 

® The industry is overall very fragmented and BioDue may play the role of consolidator. In 
particular, the Group could leverage on its increased production capacity to expand its brands and 
private label business. After strengthening and investing a lot in recent years on its in-house 
manufacturing capacity, we would expect management to push in the "commercial" and high 
added value part of the value chain, also considering that only 10% of the industrial division's 
capacity is devoted to owned brands and private labels. 

® While the aging trend is not new for the Italian market, there are clear changes in the aging 
dynamics, i.e. "active aging" - in Italy 18% of people in the 55-74 age bracket is increasingly 
focused on prevention, keen in maintain regular physical activity and aware of nutraceutical 
potential. This is partially explained also with the aging of the baby-boomers - a factor often 
influencing consumption patterns. 

® While this sector has proven to be relatively resilient to the economic cycle, it is influenced by 
long term trends in disposable income and therefore the company may benefit from a potential 
positive effect in certain areas of the domestic market, that are currently lagging behind national 
trends. 

® Regulation could become a risk or an opportunity (see above), as stricter rules may also benefit 
the highly qualified manufacturers relative to the lower quality ones. 
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BioDue business model and positioning	
 
BioDue is a hybrid player, being a manufacturer for third parties and the owner of its brands (and 
producers for private labels) at the same time. Most players operate in both nutraceuticals and 
cosmetics, a few run also a small activity of production for third parties but very little have an equal 
or material exposure to the two businesses. This element implies lower risks and volatility but also 
lower margin potentials (given scale). 

Given the strong manufacturing "DNA" of the Group, production is highly internalized and process 
and quality standards are key. Company has heavily invested on production (including logistics and 
IT) from 2015 and the major effort should end in 2018. 

Distribution strategy is critical for the own brands: BioDue sells virtually all its products via 
pharmacies, with herbal shops representing a marginal part and mostly served with private labels. 
BioDue lines are supported by a pharma marketing, i.e. products are promoted by a network of 
MSIs with the physicians (dermatologists and ophthalmologists in particular).  
 

 

An hybrid and diversified player 
As the key positioning factors outlined in previous section to identify the reference market(s) are 
quality of product, visibility with key influencers and retail channel here we provide further 
details about BioDue business model and its positioning based on these factors.  

However, prior to that it is “key” to position the company relative to the value chain of the industry. 
BioDue is a hybrid player, being at the same time a manufacturer for pharma companies (B2B) and a 
player in the consumer market with its owned brands. 

In fact, BioDue management has always been keen to maintain a strong diversification within the 
industrial division and among different divisions. The hybrid nature and the diversified model of 
BioDue are quite peculiar and have three main implications: 

1. Reduced risk profile towards single clients, market technologies, product segments and 
regulation; 

2. Stabilized profitability, thanks to fragmented client basis and minimal exposure to long term 
contacts; 

3. Reduced profitability potential, as a “side-effect” of high flexibility, diversification and 
relatively small scale of each business unit. 

Hence, the analysis is slightly different for the two divisions "Industrial" and "Branded" (owned and 
private label), because the success factors for the B2B business are different from the B2C segments: 
although we believe there is a certain overlap - represented by innovation and by quality of raw 
materials and production processes -  the main differentiating factor is the focus on production rather 
than product, visibility with "influencers" and distribution.  
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BioDue: product lines classified by brand, customer type and distribution channel 

Division Brand 

Product lines 
Customer type 
/mktg channel Pharma mktg Dietary supplements 

Cosmetic Herbal 
products 

Medical 
devices Liquid Solid 

Industrial (B2B) - ✓ ✓ ✓ ✓ ✓ ca. 130 clients 
(pharma cos)  

Own brands & 
Private Label 

Pharcos ✓ ✓ ✓    Wholesalers/ 
distributors 

 
40 MSIs BiOfta ✓ ✓ ✓   

Selerbe ✓ ✓ ✓ ✓ ✓ Pharmacies, 
Herbalists 

30 agents 
Private Label ✓ ✓ ✓ ✓ ✓ 

 

Source: Value Track Analysis 

 

Industrial division 
As a pure manufacturer BioDue strategy is to offer a wide and high quality product, innovative 
production processes with top quality control standards, flexibility and a long lasting transparent 
relationship that enable BioDue to run this business in combination with its B2C activity. This 
includes the lack of overlapping products and precise procedures to protect clients' intellectual 
properties and data, as well as their commercial position. 

This is the historical business of the Group and the almost null clients' turnover is combined with a 
strong focus on risk management addressed to client, product and site diversification. Indeed, the 
company has ca. 130 clients in this division, in most cases representing less than 5% of the division's 
revenues  and with top 35 clients representing ca. 86% of sales. 

Despite long term contracts with pharmaceutical companies are not normal practice for BioDue, the 
loyalty level is high and financial terms are normally defined on a "cost-plus" basis. This tends to put 
the company in a relatively safe position relatively to its production costs and to stabilize profitability. 

This industry has proven to be quite resilient to economic cycle and growth in recent years has not 
been affected. If we look at BioDue historical sales trend we notice that only in a few years it recorded 
a stable or negative top line growth, and even in these cases it was driven by specific factors like 
technical issues related to capex expansion, as happened in 2016-17, rather than weak demand.  

 

BioDue: Revenues from Industrial division 
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Products: focused areas & functional products  
The products offered by BioDue as a manufacturer for third parties are different from those offered 
with the branded lines, where the company operates in different focused areas, however the 
manufacturing facilities and know-how are the same.   

BioDue has a number of products covered by proprietary patent (on products and processes) and 
brands registered, however there are no historical data for the Group's investments in R&D, that have 
always been fully charged on P&L but without a specific accounting procedure. 

 

BioDue: Revenues from Own Brands & Private Label division 
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Source: Company figures, Value Track Analysis 

 

According to management the product policy should remain consistent with the past: launch on new 
products but within the current functional areas; critical attention to quality standards - also with 
increasing in-house production - in order to keep strong positioning with physicians.  In terms of 
products the main piece of news should be represented by soft gel products, as LaBiotre will start the 
production of vegetable extracts in soft gelatine capsules by end of year, as plants and lines are 
completed. 

 

Production: vertical integration to grant quality control 
The group is fully integrated, covering all the process from "seed" to distribution, even if not 100% of 
output in manufactured internally. This because  

® A couple of phases (i.e. printing and packaging) are kept outside the Group being totally different 
from a manufacturing point of view. However, being these strategic, they are carried by "related" 
companies (i.e. groups where management or shareholders are directly involved); 

® On raw materials and active substances there is such a complexity level and variety request that a 
fully in-house production is not feasible;  

® A minimum level of outsourcing is required to keep flexibility (on clients' response and on costs); 

® In a few foreign markets and for most of domestic pharmacies BioDue sells to distributors and 
wholesalers. 
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Yet, BioDue is keen to keep internally as much of the production process as possible, where volumes 
support a “do vs. buy” scenario (soft gel technology as an example). 

 

The industrial division produces mostly for its own clients (mostly pharma multinationals) where 90% 
of output go, as well as for the other Group's divisions (Pharcos, BiOfta, Selerbe and private labels) 
that absorb the residual 10% of volumes produced.  

 

BioDue: Value Chain  

DISTRIBUTION

 

Source: Company presentation 

 

 

Distribution: only qualified channels & more international expansion  
Distribution for products in the nutraceutical and cosmeceutical segments is a distinguishing and 
qualifying element. Hence it is a key positioning and success factor for the brands of the Group, while 
it is not an issue for the industrial division (as those products are simply delivered to clients). 

Qualified distribution implies: 

® A strong network of MSIs in order to inform the relevant doctors (generics and/or specialists) and 
get the required visibility and reputational standing with them, as most of purchases in this 
market are due to the advice by doctors or pharmacists. BioDue can leverage on ca. 40 
professionals working on exclusive basis The number is growing and management plans an 
expansion of MSIs in 2019 in order to reach gradually a 100% coverage of both the dermatologists 
and ophthalmologist groups;  

® A presence focused on pharmacies and parapharmacies channels, with a comprehensive coverage 
of their wholesalers/distributors (this is important as often niche products or products from 
smaller suppliers are not available in store but should be available for a 24h delivery). 

 

 

The group currently sells abroad only 12 % of its total turnover, however this figure undervalues the 
real exposure of BioDue to the international markets, as the pharma companies that are clients of 
BioDue provide a certain indirect exposure. Yet, international expansion is a key driver of expected 
growth and 2017 and Q1 2018 revenues already provide evidence of such a trend. Management intend 
to accelerate growth in Latam and to enter the US market, following the creation of the local JVs in US 
and Mexico. 
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BioDue competitors  
BioDue does not particularly enjoy a strong or dominant position in any segment it operates. 
However, it is among the top 3 in the industrial business ("pure manufacturing") and with it own 
brands in the dermatologic segment. As for the other two divisions (herbal and ophthalmic products) 
it still plays a marginal role.  

 

Industrial: here we find ten names, of which three large players (Fine Foods & Pharmaceuticals 
NTM, Siit and Biofarma) with revenues between €50mn and €120mn. BioDue with its €20mn 
revenues and low double-digit EBITDA margin is in an intermediate position between the three 
leaders and the smaller players. Management intend to keep growing at a single digit rate, while 
margins should benefit not only from steady growth, but also from recent measures to improve 
productivity, supported by the material capex in plants, logistics and IT to be completed in 2018. 
There are "pure manufacturers" in the industry that enjoy EBITDA margins in the region of 25% (as 
Biofarma), but leverage on much higher volumes (revenues of €66mn in 2016). Given BioDue size 
these margins appear probably out of reach, but on the other hand we estimate that 2016-2017 
profitability understates Group's potential, given the temporary diseconomies due to capex and 
reorganization.  

 

Dermatologic segment (Pharcos): this niche is dominated by two Spanish multinationals: Difa 
Cooper (€30mn revenues in Italy, €150m revenues at Group level) and Isdin group.  Despite Pharcos 
is in an intermediate position in terms of revenues, management believe it to reach higher margins 
than competitors. Here BioDue strategy is focused on international expansion, with the recent direct 
presence in the US (Pharcomed Corp., 50/50 JV) and Latam (Pharcomed Mexico, 50/50 JV of 
Pharcomed Corp.), leveraging on its historical partner with strong local presence. We believe Pharcos 
to be the division with the highest margin within the BioDue Group. 

 

Ophthalmic segment (BiOfta): here BioDue is still much smaller than the four leading players -
Farmigea, SIFI, Thea and Sooft - whose top line are in the €40-75mn range and, according to 
management, it records margins well below larger competitors - and we estimate below the other 
Group's divisions. Here management's key focus is growth, as margin expansion should follow, due to 
a major scale impact. The growth drivers are i) improvement of coverage with the ophthalmologists, 
via an increasing number of MSIs to cover the large base of ophthalmologists (more than 7,000 in 
Italy) and ii) launch of new products.  

 

Herbal products (Selerbe): this niche of market is led by Unifarco (revenues at €84mn in 2017, of 
which €70mn in Italy) followed by Cieffe Derma and Laboratorio della Farmacia (both below the 
€5mn revenues, ie comparable to Selerbe). In the Selerbe division management see a material growth 
potential from the "private label" business, with growth supported by the recent acquisition of control 
of LalaBioTre and by the investments in order to increase its production capacity. Here margins are 
relatively high and Selerbe could further improve its profitability thanks to the scale effect. 
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Historical financials  
 
Over the last three years, management undertook an acceleration in Group expansion strategy from 
all the points of view: products and technologies, production sites and logistics, financial structure 
(minorities buy-out and listing), internal organization. 
 

 

As mentioned before, 2017 has been an intensive and eventful year for BioDue both on the 
organization and on the commercial / business side, as well as in terms of financial efforts (both 
financial investments and capex). The results released, however, do not benefit yet from all the moves 
undertaken and we would say they were somehow affected, due to some short term effects (e.g. 
adjustments in logistics) or to the general impact of stretching the management team over a number of 
initiatives. 

Having said that, for simplicity sake we summarize here below the main developments and then 
analyze the financial performance.  

Main developments 
Concerning operations and management moves, here we briefly list the most significant events 
occurred during 2017 (see also section above) and early 2018: 

® Start of direct export to US and Latin America, thanks the JV Pharcomed Corp, allowing 
the company to meet the increasing market demand of BioDue products; 

® Entry the Balkans, through the JV Two Bee with the purpose of realizing a pharmaceutical 
plant for the production of tablets and capsules; 

® Majority stake acquisition in LaBiotre (from 39% to 51.2% of share capital) and capacity 
expansion plan to be finalized by end of year: in 2018 the subsidiary should also start a new 
production line of soft-gel, becoming an important growth driver for BioDue 

® Transfer of logistics platform in a new area and disposal of real estate assets previously used 
for logistic scope; 

® Realization of first REWCAPTM machines (addressed to the Chinese market), for the 
production of biphasic vials with BioDue patented technology; 

® Settlement of two new filling lines in sterile rooms, for the preparation of Medical 
Devices (previously outsourced); 

® New management structure and restructured corporate governance (increased free 
float, lock-up agreement);  

® Preparatory works for the transition on Borsa Italiana’s Main Market (MTA). 

 

2017 financial performance 
In our opinion, FY17 can be seen as a transition year for BioDue, as outlined above: the 
combination of the Group reorganization, the corporate activity and the sizeable capex plans had some 
negative implications on operations.  

However, it can be noticed a positive growth trend YoY on the main financial figures, even if in the 
single-digit space. 

LaBiotre was not consolidated on a line by line basis in 2017 P&L yet, since it has been acquired as of 
December 2017: in FY17 it was consolidated at equity in P&L, while it was fully consolidated in the 
Balance Sheet. In order to underline the industrial profitability of the Group after the consolidation of 
LaBioTre we provide also a pro-forma P&L scheme that includes the business to third parties carried 
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by LaBiotre (as reported in the 2017 Financial Report). It indicates that the consolidation of LaBioTre 
alone bring a 90b.p lift to Group profitability. 

Regarding the JVs created during the year, they are both included in the financial statements and 
consolidated through the equity method. 

 

BioDue: Reported and Pro-Forma P&L Statements 

(€mn) 2015A 2016A 2017A 2017 PF* 

Total Revenues 33.8 34.5 36.3 38.7 

COGS -24.2 -23.9 -25.2  

Labour costs -4.9 -5.2 -5.6  

Other costs 0.0 -0.7 -0.9  

EBITDA 4.7 4.6 4.6 5.2 

EBITDA margin 13.9% 13.5% 12.6% 13.5% 

D&A -1.0 -1.3 -1.4 -1.8 

EBIT 3.6 3.4 3.2 3.4 

EBIT margin 10.8% 9.7% 8.7% 8.8% 

Net Financial Charge 0.0 -0.1 -0.2  

Non-Recurring and other Items 0.0 0.0 2.2  

Taxes -1.2 -1.0 -1.0  

Minorities 0.0 0.0 0.0  

Net Profit (Loss) 2.4 2.2 4.1  

Adjusted Net Profit 2.4 2.2 2.1  
 

Source: Company figures (2016 and 2017 IFRS), Value Track Analysis 

*Pro-Forma figures by Value Track 

 

That said, FY17 key messages are the following: 

1. Single digit growth in reported Net Sales (+5.2% YoY); 

2. Slight decrease for EBITDA YoY, with margin (-89bp) affected by reorganization and increase in 
cost of structure to support expected growth; 

3. Total Capital Employed increased as result of higher Net Fixed Assets (2016-2018 capex plan) and 
LoBioTre consolidation as well as to the higher Net Working Capital caused by the logistic 
reorganization and the Pharcomed Corp. creation. 

 

Single-digit growth in Net Sales 
Reported Revenues reached €36.3mn (+5.2% YoY), while on  Pro-Forma basis,  Revenues  amounted 
to ca. €38.7mn (+12.1% YoY), with the difference vs. reported figures being due to LaBiotre 
consolidation. 

Revenues analysis highlights company strategy aimed at promoting own brands products. Indeed, 
looking at the main operating divisions, it can be noticed that the business line “Industrial” has 
recorded zero growth, while the “Branded & Private Label” division reported an organic and healthy 
growth in Net Sales of 10.2%. In particular: 

® Pharcos increased by +5% YoY, mainly due to the higher sales to the JV Pharcomed; 

® BiOfta up +9%, thanks the increasing penetration and recognition of the brand in the 
ophthalmologist specialists channel; 
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® Selerbe registered a 20% YoY growth rate, mainly due to revenues from the "private label" 
business, i.e.  sales of customized products to pharmacies and herbalist shops. 

 

Other sales reached ca. €0.6mn in FY17 and mostly refer to royalties deriving from the grants of 
production license and to sale of REWCAPTM machineries. 

 

BioDue: Revenues evolution by division 
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Source: Company figures, Value Track Analysis 

 

Slight reduction in profitability YoY 
By looking at profitability, reported EBITDA came in at €4.6mn in FY17, corresponding to an EBITDA 
margin at ca. 13%, remaining almost unchanged ( -89bps. YoY). 

However, profitability has been affected by higher costs related to reorganization and strengthening of 
the Group structure, as: 

® The restructuring project of the production and logistics platforms;  

® The slight increase in personnel and service costs, attributable to the increase in the network of 
MSIs and in the perimeter of the Group. 

 

Below the EBITDA, a slight rise in D&A (+9% YoY, following  high capex)  has generated a reduction 
on EBIT (€3.2mn, -6% YoY), leading to an EBIT margin of 8.9% (-100bps. YoY). 

Group Net Profit reached €4.1mn, vs. €2.2mn in FY16 exclusively due to the revaluation of the equity 
stake held in LaBiotre prior to the acquisition of control.  

Pro-Forma results point out an EBITDA at €5.2mn (EBITDA margin at 13.5%), due to the higher 
profitability attributable to LaBiotre (ca. 27% EBITDA margin). Consolidation effect is less visible on 
EBIT margin, which improved by only ca. 10 bps., with absolute value attesting at ca. €3.5mn (we 
assumed D&A for LaBiotre at €0.4mn). 

 

 

 



VALUETRACK

NOT FOR DISTRIBUTION IN OR INTO THE UNITED STATES, CANADA, JAPAN OR AUSTRALIA

BioDue SpA    |     Initiation of Coverage     |     28 May 2018     |      

 
    34 
 

Net Working Capital at its peak  
At the Balance Sheet / Cash Flow Statement level, we consider worthy of note the following items: 

® Net Fixes Assets at ca. €18mn from €14.1mn of 2016; 

® Net Working Capital increased from €7.2mn to €9.7mn, as result of an increase in inventory, 
attributable to the variation in the packaging supply’s policies, and to the longer payment terms 
granted to the JV Pharcomed, engaged in the development of US and Latam markets; 

® Group Net Equity at €20.5mn (including €2mn of minorities), entirely due to the consolidation 
effect and net profit contribution; 

® Net Financial Debt at €6.1mn, which includes €2.0mn of Current Debt and €4.1mn expiring 
over 12 months, thanks to a favorable renegotiation of debt that allowed also the reduction of its 
average cost;  

® In terms of Cash Flow, the Group faced €1.5mn cash absorption due to Working Capital 
dynamics and a reduction in capital expenditure from €4.8mn of 2016 to €2.3mn (still higher 
than Group's "maintenance" capex level). Pay-out is around 16% with €0.7mn dividends 
(€0.06/share) 

 

BioDue: Reported Balance Sheet 2015-17 

(€mn) 2015 2016 2017 

Net Fixed Assets 9.4 14.1 17.9 

Net Working Capital 7.2 7.2 9.7 

Severance pay and other funds 0.9 0.9 0.9 

Total Capital Employed 15.8 20.4 26.7 

   o/w Group Net Equity 13.9 15.0 20.5 

   Net Fin. Position [Net debt (-) / Cash (+)] -1.8 -5.4 -6.1 
 

Source: Company figures, Value Track Analysis 

 

BioDue: Reported Cash Flow Statement 2015-17 

(€mn) 2015 2016 2017 

EBITDA 4.7 4.6 4.6 

Op. WC requirements  0.0 0.0 -1.5 

Capex (not incl. Fin. Inv.) -1.3 -4.8 -2.3 

Change in provisions 0.1 -1.4 0.0 

OpFCF b.t. 3.5 -1.6 0.8 

As a % of EBITDA  74.9% -34.3% 18.5% 

Cash Taxes  -1.2 -1.0 -1.0 

OpFCF a.t. 2.3 -2.6 -0.2 

As a % of EBITDA  48.4% -56.8% -4.3% 

Capital Injections 4.0 0.0 0.0 

Other (incl. Fin. Inv.) -0.2 0.0 0.3 

CF available to serve debt / equity investors 6.1 -2.6 0.1 

Net Financial Charges 0.0 -0.1 -0.2 

Dividend paid -0.6 -0.8 -0.7 

Change in Net Fin Position 5.5 -3.5 -0.8 
 

Source: Company figures, Value Track Analysis 
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Group Forecasts 2018E-20E 
 
In the next three years we expect the company to experience a healthy Revenues growth in the high 
single-digit space (ca. 8%), while keeping stable Gross Margin. We also expect, EBITDA and EBIT 
margins to improve (estimated to reach 19.2% and 16.1% by 2020E respectively), as result of Opex 
optimization and positive operating leverage across different business lines.  

In addition, the company should lighten its Net Financial Position, expected to become cash positive 
by 2021E, thanks to limited Capex absorption and Net working capital dynamics. 
 

 

 

 

Introduction 
In our opinion, it is important to undeline how 2016-17 limited growth and profitability have been 
strongly affected by temporary hick-ups, emerging from the reorganization and strengthening of the 
structure, since the company has carried out Capex of ca. €7.0mn. In addition, the improving 
productivity of the industrial division - that manufactures for third parties and for the other divisions - 
should be also mirrored in the owned brands' division.  Despite additional investments planned for 
2018 (LaBiotre plant for the production of soft gel capsules), we expect the company to experience a 
positive growth trend in the next three years. 

 

Thus, 2018E-20E forecasts are driven by the following key considerations: 

® Steady and healthy revenues growth strategy focuses on a diversified business model, allowing to 
meet an ever increasing market demands of nutraceutical and cosmeceutical products;  

® Top-quality products combined with an improving cost structure and economies of scale lead to 
higher operating margins; 

® Consolidation of LaBiotre from 2018, whose profitability is higher than other divisions (see the 
2017 pro-forma figures below); 

® Decreasing Capex needs and favorable working capital dynamics, driving a sound cash generation 
(with OpFCF b.t. / EBITDA conversion rate at ca. 80% as of 2020E). 

We are not taking into account any acquisition in our forecasts, even if we do not rule out that 
possibility.  
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BioDue: Income Statement 2017A-2020E 

(€mn) 2017A 2017PF* 2018E 2019E 2020E 

Total Revenues from Sales 36.3 38.7 42.0 45.3 49.0 
COGS -25.2  -27.4 -29.4 -31.6 

Gross profit 10.1  14.6 15.9 17.4 
Gross margin 28.4%  34.8% 35.0% 35.5% 
Labour costs -5.6  -6.4 -6.7 -6.8 

Other costs -0.9  -0.9 -0.9 -0.9 

EBITDA 4.6 5.2 7.3 8.3 9.8 
EBITDA margin 12.6% 13.5% 17.4% 18.4% 19.9% 

D&A -1.4 -1.8 -1.7 -2.0 -2.1 

EBIT 3.2 3.4 5.6 6.3 7.7 

EBIT margin 8.9% 8.8% 13.4% 14.0% 15.7% 

Net Financial Charge -0.2  -0.2 -0.2 -0.1 

Non-Recurring and other Items 2.2  0.1 0.2 0.2 

Taxes -1.0  -1.4 -1.9 -2.5 

Minorities 0.0  -0.1 -0.1 -0.3 

Net Profit (Loss) 4.1  4.0 4.3 5.0 

Adjusted Net Profit 2.1  4.0 4.3 5.0 
 

Source: Value Track Analysis           * Pro-Forma figures by Value Track 

 

High Revenues diversification and good start of 2018 
As far as revenues forecasts, and in particular the contribution of each business division to the overall 
growth, it is worthwhile to mention 2018 first quarter results, recently released by the company. 

 

BioDue: 1Q18 & 1Q17 Revenues breakdown by division  

(€mn) 1Q17 1Q18 Change YoY (%) 

Industrial 5.1 5.5 9.0% 

Own brands & Private Label 3.3 3.6 10.4% 

o/w Pharcos 1.3 1.4 4.9% 

BiOfta 0.5 0.6 10.4% 

Selerbe 1.4 1.7 15.5% 

Other 0.0 0.0 nm 

Total Revenues ex. LaBiotre 8.4 9.2 9.6% 

LaBiotre 0.0 0.6   

Total Revenues  8.4 9.7 16.6% 
 

Source: Company figures 

 

It can be noticed how both divisions, Industrial and Own Brands & Private Label, recorded strong 
growth if compared with the same period of 2017 (+9.0% and +10.4% YoY respectively). In addition, 
we want also highlight the increasing weight of foreign sales that achieved €1.4mn (+56% YoY), 
equivalent to ca. 14% of total Sales. 

1Q18 results confirmed company strategy put in place by the management aimed at strengthening own 
brands division and bolstering the internalization process. 
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Thus, we expect BioDue Net Sales should reach €49.0mn as of 2020E, growing at a 11% CAGR 
based on 2017A P&L figures, which is around 8% on a Pro-Forma basis (i.e. based on 2017 revenues 
including LaBiotre as of 1.1.2017). Please see previous section for more details. 

That said, our 2018E-20E estimates rely on: 

® A steady growth of about ca. 5% per annum for the Industrial segment (i.e. B2B), 
corresponding to ca. €22.7mn in 2020E achievable thanks to: (i) a higher manufacturing 
production capacity through the expansion and streamlining of main production lines, and (ii) the 
consolidation of the current customer base (mainly composed by multinational companies) and 
the acquisition of new clients; 

® A healthy growth for the Own Brands & Private Label division, expected to increase 
with a CAGR of ca.8% over the next three years (i.e. ca. €20.5mn in 2020E), due to an 
expansion of product range and an increase in export revenues after recent investments in sales 
network.  

In particular, concerning the individual brand we highlight the following key drivers: 

o Revenues from Pharcos should achieve ca. €10mn in 2020E, growing at a CAGR of ca. 
6%: despite domestic market growth is expected to be flat YoY, foreign sales should 
experience relevant growth rates over the forecasted period; 

o Revenues from BiOfta should grow at double-digit rate (12% per annum), 
corresponding to ca. €4mn in 2020E, mainly thanks to the increasing penetration and 
recognition of the brand in the ophthalmologist specialists channel; 

o Selerbe business line should continue the development of “private label”, with revenues 
expected to reach ca. €7mn in 2020, corresponding to a CAGR of 9%. 

® A significant growth is expected from LaBiotre (ca. 10% in 2018E, and 30-35% over 2019E-
20E), since investments aimed at improving production capacity should be finalized within 2018 
and new products should be launched at year-end; 

® A slight increase in “other revenues”, mainly attributable to royalties deriving from the grants of 
production license and to sale of REWCAPTM machineries. 

 

BioDue: Revenues forecasts by division (€mn) 
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BioDue: Revenues contribution by business division (2017PF vs. 2020E)  
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Exploiting operating leverage will be the high-priority 
As for profitability dynamics, we identify the following key drivers of BioDue EBITDA:  

+ Higher contribution in the Industrial segment, resulting from a mix effect of increasing 
volumes and controlled fixed costs, with EBITDA growing more than proportionally if compared 
to revenues growth (also due to the "easy comp" effect relative to 2017);  

+ EBITDA enhancement in the Own Brands & Private Label division, with EBITDA 
margin that should progressively increase for all the lines; 

+ Massive contribution from LaBiotre, expected to experience an EBITDA margin greater 
than 35%, as result of above mentioned investment projects. 

 

That said, with Gross Margin substantially stable we expect operating leverage to help thus driving 
consolidated EBITDA and EBIT margin upward: 

® EBITDA margin to increase to ca. 20% from the current 12.6% level, with EBITDA in absolute 
terms growing by ca. 23% CAGR FY17PF-20E, expected at €9.8mn by 2020E; 

® EBIT margin to increase to ca. 15% from the current 9% level, with EBIT in absolute terms 
growing even more, reaching €7.7mn by 2020E. 
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BioDue: Profitability evolution 2015A-20E 
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Source: Value Track Analysis 

 

 

 

As far as Net Profit, the company recently announced it has signed a preliminary agreement with the 
Italian Tax Authority ("Agenzia delle Entrate"), to benefit from the special tax regime for intellectual 
property revenues “Patent Box”. The tax concession will concern Pharcos and BiOfta trademarks, as 
well as the proprietary patent REWCAPTM. 

Indeed, BioDue income deriving from the use of its own brands and patents should be excluded from 
taxation in the amount of 30% for 2015, 40% for 2016, 50% for the three-year period 2017-2019. 

Tax benefits should be more material in the financial year 2018, and gradually fade over 2019/2020. 
Despite tax rate is seen "normalized" in 2020 the Group's Adjusted Net Profit should reach ca. €5.0mn 
in 2020E vs €2.1mn in 2017. 
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High cash-conversion leads to an average dividend per share of €0.12 per year 
As for Balance Sheet and Cash Flow statement forecasts, we underline: 

® High Capex still expected in 2018E (€5.6mn), of which €4.0mn attributable to LaBiotre 
investments for vegetable extracts in soft gel capsules; 

® On the other hand, limited organic Capex over 2019-20E, with favorable working capital 
dynamics after "peak" in 2017; 

® Cash Conversion before taxes at ca. 80% (i.e. OpFCFb.t./EBITDA); 
® €3.2mn of dividends across next three years (i.e. payout ratio in the 30%-35% region);  
® Net Financial Position expected close to zero as of 2020E.  

 

BioDue: Balance Sheet 2017A-20E 

(€mn) 2017A 2018E 2019E 2020E 

Net Fixed Assets 17.9 22.0 21.2 20.7 

Net Working Capital 9.7 10.6 11.4 12.3 

Severance pay and other funds 0.9 1.1 1.2 1.3 

Total Capital Employed 26.7 31.5 31.4 31.6 

   o/w Group Net Equity 20.5 23.9 27.1 31.1 

   Net Fin. Position [Net debt (-) / Cash (+)] -6.1 -7.5 -4.3 -0.6 
 

Source: Value Track Analysis 

 

BioDue: ROCE b.t. 2015A-20E  
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By looking at the graph, it can be noticed that return on invested capital moved from 23% of 2015 to 
12% in 2017 (13% on a pro-forma basis). This is attributable mainly to the expansion of invested 
capital (mostly fixed assets), due to the extraordinary investment activity carried out by the company 
over the last two years, combined with its short-term negative implications on productivity. 

We expect ROCE to come back on 2015 value, as margins start benefitting from increased capacity, 
productions brought in-house and consolidation and growth of LaBiotre. 
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BioDue: Cash Flow Statement 2017A-20E 

(€mn) 2017A 2018E 2019E 2020E 

EBITDA 4.6 7.3 8.3 9.8 

Op. WC requirements  -1.5 -0.9 -0.8 -0.9 

Capex (not incl. Fin. Inv.) -2.3 -5.6 -1.1 -1.3 

Change in provisions 0.0 0.1 0.1 0.1 

OpFCF b.t. 0.8 0.9 6.5 7.7 

As a % of EBITDA  18.5% 13.0% 78.7% 78.8% 

Cash Taxes  -1.0 -1.4 -1.9 -2.5 

OpFCF a.t. -0.2 -0.5 4.7 5.2 

As a % of EBITDA  -4.3% -6.6% 56.0% 53.2% 

Capital Injections 0.0 0.0 0.0 0.0 

Other (incl. Fin. Inv.) 0.3 0.0 0.0 0.0 

CF available to serve debt / equity investors 0.1 -0.5 4.7 5.2 

Net Financial Charges -0.2 -0.2 -0.2 -0.1 

Dividend paid -0.7 -0.7 -1.2 -1.3 

Change in Net Fin Position -0.8 -1.4 3.2 3.7 
 

Source: Company figures, Value Track Analysis 
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FOREIGN, I.E.: A) BANKS; B) INVESTMENT FIRMS; C) OTHER AUTHORISED AND REGULATED FINANCIAL INSTITUTIONS; D) 
INSURANCE COMPANIES; E) COLLECTIVE INVESTMENT UNDERTAKINGS AND MANAGEMENT COMPANIES FOR SUCH 
UNDERTAKINGS; F) PENSION FUNDS AND MANAGEMENT COMPANIES FOR SUCH FUNDS; G) DEALERS ACTING ON THEIR OWN 
ACCOUNT ON COMMODITIES AND COMMODITY-BASED DERIVATIVES; H) PERSONS DEALING EXCLUSIVELY ON THEIR OWN ACCOUNT 
ON FINANCIAL INSTRUMENTS MARKETS WITH INDIRECT MEMBERSHIP OF CLEARING AND SETTLEMENT SERVICES AND THE LOCAL 
COMPENSATORY AND GUARANTEE SYSTEM; I) OTHER INSTITUTIONAL INVESTORS; L) STOCKBROKERS; (2) LARGE COMPANIES 
WHICH AT INDIVIDUAL COMPANY LEVEL MEET AT LEAST TWO OF THE FOLLOWING REQUIREMENTS: — BALANCE SHEET TOTAL: 
20,000,000 EURO, — NET REVENUES: 40,000,000 EURO, — OWN FUNDS: 2,000,000 EURO; (3) INSTITUTIONAL INVESTORS WHOSE 
MAIN ACTIVITY IS INVESTMENT IN FINANCIAL INSTRUMENTS, INCLUDING COMPANIES DEDICATED TO THE SECURITISATION OF 
ASSETS AND OTHER FINANCIAL TRANSACTIONS (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS “RELEVANT PERSONS”).  
ANY PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS CONTENTS.  THIS 
DOCUMENT IS NOT ADDRESSED TO ANY MEMBER OF THE GENERAL PUBLIC IN ITALY. UNDER NO CIRCUMSTANCES SHOULD THIS 
DOCUMENT CIRCULATE AMONG, OR BE DISTRIBUTED IN ITALY TO (I) A MEMBER OF THE GENERAL PUBLIC, (II) INDIVIDUALS OR 
ENTITIES FALLING OUTSIDE THE DEFINITION OF “QUALIFIED INVESTORS” AS SPECIFIED ABOVE OR (III) DISTRIBUTION CHANNELS 
THROUGH WHICH INFORMATION IS OR IS LIKELY TO BECOME AVAILABLE TO A LARGE NUMBER OF PERSONS.   THIS DOCUMENT IS 
BEING DISTRIBUTED TO AND IS DIRECTED ONLY AT PERSONS IN MEMBER STATES OF THE EUROPEAN ECONOMIC AREA (“EEA”) 
WHO ARE “QUALIFIED INVESTORS” WITHIN THE MEANING OF ARTICLE 2(1)(E) OF THE PROSPECTUS DIRECTIVE (DIRECTIVE 
2003/71/EC),   (“QUALIFIED INVESTORS”). ANY PERSON IN THE EEA WHO RECEIVES THIS DOCUMENT WILL BE DEEMED TO HAVE 
REPRESENTED AND AGREED THAT IT IS A QUALIFIED INVESTOR. ANY SUCH RECIPIENT WILL ALSO BE DEEMED TO HAVE 
REPRESENTED AND AGREED THAT IT HAS NOT RECEIVED THIS DOCUMENT ON BEHALF OF PERSONS IN THE EEA OTHER THAN 
QUALIFIED INVESTORS OR PERSONS IN THE UK, ITALY AND OTHER MEMBER STATES (WHERE EQUIVALENT LEGISLATION EXISTS) 
FOR WHOM THE INVESTOR HAS AUTHORITY TO MAKE DECISIONS ON A WHOLLY DISCRETIONARY BASIS. THE COMPANY, VALUE 
TRACK S.R.L. AND THEIR AFFILIATES, AND OTHERS WILL RELY UPON THE TRUTH AND ACCURACY OF THE FOREGOING 
REPRESENTATIONS AND AGREEMENTS.  ANY PERSON IN THE EEA WHO IS NOT A QUALIFIED INVESTOR SHOULD NOT ACT OR RELY 
ON THIS DOCUMENT OR ANY OF ITS CONTENTS.   THE EXPRESSION “PROSPECTUS DIRECTIVE” MEANS DIRECTIVE 2003/71/EC (AND 
AMENDMENTS THERETO, INCLUDING THE 2010 PD AMENDING DIRECTIVE, TO THE EXTENT IMPLEMENTED IN THE RELEVANT 
MEMBER STATE), AND INCLUDES ANY RELEVANT IMPLEMENTING MEASURE IN THE RELEVANT MEMBER STATE AND THE 
EXPRESSION “2010 PD AMENDING DIRECTIVE” MEANS DIRECTIVE 2010/73/EU. THIS DOCUMENT HAS BEEN PRODUCED IN THE 
NAME AND ON BEHALF OF INVEST BANCA S.P.A. THAT IS ACTING AS SPECIALIST ON BIODUE SHARES. THIS DOCUMENT 
HAS BEEN PRODUCED INDEPENDENTLY OF BIODUE S.P.A. AND ITS SHAREHOLDERS, AND ANY FORECASTS, OPINIONS AND 
EXPECTATIONS CONTAINED HEREIN ARE ENTIRELY THOSE OF VALUE TRACK S.R.L. AND ARE GIVEN AS PART OF ITS NORMAL 
RESEARCH ACTIVITY AND SHOULD NOT BE RELIED UPON AS HAVING BEEN AUTHORISED OR APPROVED BY ANY OTHER PERSON. 
VALUE TRACK S.R.L. HAS NO AUTHORITY WHATSOEVER TO MAKE ANY REPRESENTATION OR WARRANTY ON BEHALF OF THE 
COMPANY, ITS SHAREHOLDERS, ANY OF ITS ADVISORS, OR ANY OTHER PERSON IN CONNECTION THEREWITH.  WHILE ALL 
REASONABLE CARE HAS BEEN TAKEN TO ENSURE THAT THE FACTS STATED HEREIN ARE ACCURATE AND THAT THE FORECASTS, 
OPINIONS AND EXPECTATIONS CONTAINED HEREIN ARE FAIR AND REASONABLE, VALUE TRACK S.R.L. HAS NOT VERIFIED THE 
CONTENTS HEREOF AND ACCORDINGLY NONE OF VALUE TRACK S.R.L., THE COMPANY, ITS SHAREHOLDERS, ANY ADVISORS TO THE 
COMPANY OR ITS SHAREHOLDERS OR ANY OTHER PERSON IN CONNECTION THEREWITH NOR ANY OF THEIR RESPECTIVE 
DIRECTORS, OFFICERS OR EMPLOYEES, SHALL BE IN ANY WAY RESPONSIBLE FOR THE CONTENTS HEREOF AND NO RELIANCE 
SHOULD BE PLACED ON THE ACCURACY, FAIRNESS, OR COMPLETENESS OF THE INFORMATION CONTAINED IN THIS DOCUMENT. NO 
PERSON ACCEPTS ANY LIABILITY WHATSOEVER FOR ANY LOSS HOWSOEVER ARISING FROM THE USE OF THIS DOCUMENT OR OF ITS 
CONTENTS OR OTHERWISE ARISING IN CONNECTION THEREWITH.  TO THE EXTENT PERMITTED BY LAW AND BY REGULATIONS, 
VALUE TRACK S.R.L. (OR ITS OFFICERS, DIRECTORS OR EMPLOYEES) MAY HAVE A POSITION IN THE SECURITIES OF (OR OPTIONS, 
WARRANTS OR RIGHTS WITH RESPECT TO, OR INTEREST IN THE SHARES OR OTHER SECURITIES OF) THE COMPANY AND MAY MAKE 
A MARKET OR ACT AS A PRINCIPAL IN ANY TRANSACTIONS IN SUCH SECURITIES. 


