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Animalcare Group is a research client of Edison Investment Research Limited 

Animalcare’s trading update confirms it is performing as we expected. The 
7.2% rise (y-o-y) in group revenues was driven by a 10.6% increase in 
Licensed Veterinary Medicines. Three new product introductions are 
planned for H215. Companion Animal Identification revenues were up 
5.0%, while the continuing streamlining of the Animal Welfare portfolio saw 
revenues drop 1%, but profitability was increased slightly. Cash generation 
remains strong, with cash of c £5.0m at December 2014. Our DCF valuation 
remains essentially unchanged at £41.9m (201p a share), against our 
previous £41.5m (198p a share). 

Year end Revenue 
(£m) 

PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

06/13 12.1 2.7 10.5 5.3 17.3 2.9 
06/14 12.9 2.8 10.8 5.5 16.8 3.0 
06/15e 13.5 3.0 10.9 5.5 16.7 3.0 
06/16e 13.8 3.0 10.6 5.5 17.1 3.0 

Note: *PBT and EPS are normalised, excluding intangible amortisation, exceptional items 
and share-based payments. 

Licensed Veterinary Medicines sales up 10.6% 
Licensed Veterinary Medicines benefited from solid organic growth coupled with a 
non-recurring boost in Buprecare sales as a competitor suffered from supply 
problems. Buprecare’s high gross margin suggests H115 profit will benefit from the 
event, although this will not be sustained into H215. Animalcare is planning to 
launch a further three new products, sourced from its European development 
partners, during H215. Phasing of spend on new product development will be 
skewed towards the end of the financial year (and beyond).   

Companion Animal Identification grew by 5.0% 
Companion Animal Identification continues to benefit from the new technology 
platform and focused marketing efforts with sales up 5.0% over H114. Promotions 
based on the 25th anniversary of the Identichip launch have been well received. 
The introduction of compulsory dog chipping in England in April 2016 remains 
Defra’s goal and Animalcare’s preparations are underway. The Welsh timetable has 
slipped to an as yet undecided date; it was due in March 2015.  

Animal Welfare sales down but profitability up 
The phased withdrawal from a number of non-core and less profitable lines has 
continued and saw revenues down 1% over the period. However, as seen in the 
previous year, Animal Welfare’s gross profitability increased slightly.  

Valuation: Maintained at £41.9m (201p a share) 
The planned investment in R&D means Animalcare’s earnings multiples over the 
next few years fail to reflect the value we expect to be generated over the longer 
term. Our valuation of £41.9m (201p a share) is based mainly on a DCF model, 
with the peer group earnings multiples essentially a reality check.  
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Financials remain sound 

Following the trading statement, we have revisited our model and updated our assumptions to allow 
for the higher than we expected revenues in Licensed Veterinary Medicines, notably the Buprecare 
windfall due to the competitor supply issues. The changes in our forecasts are summarised in 
Exhibit 1.  

Exhibit 1: New and previous forecasts 
 2015e 

previous 
2015e 

new 
2016e 

previous 
2016e 

new 
Group revenues (£m) 12.5 13.5 12.8 13.8 
Operating profit (before acq. amort. and except.) (£m) 2.0 3.0 2.3 3.0 
PBT (£m) 2.0 3.0 2.3 3.0 
Net income (£m) 1.7 2.4 1.8 2.4 
EPS normalised (p) 7.7 10.9 8.3 10.6 
Net cash (£m) 3.5 5.0 2.8 4.4 
Source: Edison Investment Research 

Looking at FY15, we expect revenues to rise from our previous £12.5m to £13.5m, with operating 
profit up from £2.0m to £3.0m and PBT also up from £2.0m to £3.0m. We are conservatively 
forecasting the tax rate to remain around 20%, helped by the R&D tax credits, which should 
continue to flow through as R&D investment rises. As a result, our net income forecast increases 
from £1.7m to £2.4m, with EPS also increasing from 7.7p to 10.9p. We forecast the final dividend to 
remain unchanged at 5.5p.  

We believe the strong balance sheet and operational cash flow will allow Animalcare to fund the 
increased investment in the development pipeline organically. We expect management to use the 
funds to acquire technologies (or technology licences) so that it can accelerate its development of 
patent-protected products (eg extended release drug formulations). Such drugs are more risky and 
costly to develop, but offer much greater returns. There is also a degree of transactional risk 
involved, however this should be comfortably offset by the material commercial rewards associated 
with such higher value-adding products.  
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Exhibit 2: Financial summary 
  £'000s 2013 2014 2015e 2016e 2017e 
Year end 30 June   IFRS IFRS IFRS IFRS IFRS 
PROFIT & LOSS         
Revenue     12,118 12,881 13,467 13,795 14,028 
Cost of Sales   (5,337) (5,739) (5,941) (5,953) (5,925) 
Gross Profit   6,781 7,142 7,525 7,842 8,102 
Distribution costs   (271) (257) (337) (345) (351) 
Administrative expenses   (3,688) (3,823) (4,067) (4,318) (4,278) 
R&D expenses   (138) (260) (162) (166) (168) 
EBITDA     2,916 3,281 3,200 3,201 3,635 
Operating Profit (before except./acq. amort.) 2,684 2,802 2,960 3,014 3,305 
Exceptionals/acquisition related amortisation  (392) (119) (119) (119) (119) 
Operating Profit   2,292 2,683 2,841 2,895 3,186 
Net Interest   27 27 19 25 22 
Other   11 (38) 0 0 0 
Profit Before Tax (norm)     2,711 2,791 2,979 3,039 3,327 
Profit Before Tax (FRS 3)     2,330 2,672 2,860 2,920 3,208 
Tax   (445) (535) (572) (672) (738) 
Discontinued operations   0 0 0 0 0 
Profit After Tax (norm)   2,176 2,256 2,407 2,367 2,589 
Profit After Tax (FRS 3)   1,885 2,137 2,288 2,248 2,470 
        Average Number of Shares Outstanding (m)   20.7 20.8 22.1 22.4 22.7 
EPS - normalised (p)     10.5 10.8 10.9 10.6 11.4 
EPS - FRS 3 (p)     9.1 10.3 10.3 10.0 10.9 
Dividend per share (p)   5.30 5.50 5.50 5.50 5.50 
        Gross Margin (%)   56.0 55.4 55.9 56.8 57.8 
EBITDA Margin (%)   24.1 25.5 23.8 23.2 25.9 
Operating Margin (before GW and except.) (%)  22.1 21.8 22.0 21.8 23.6 
        BALANCE SHEET        
Fixed Assets     14,661 14,410 14,795 16,367 17,827 
Intangible Assets   14,249 14,038 14,420 15,988 17,445 
Tangible Assets   412 372 375 379 382 
Other   0 0 0 0 0 
Current Assets     6,825 8,115 8,874 8,486 8,404 
Stocks   1,418 2,420 2,103 2,154 2,191 
Debtors   1,662 1,883 1,845 1,890 1,922 
Cash   3,745 3,812 4,926 4,442 4,292 
Other   0 0 0 0 0 
Current Liabilities     (2,575) (2,233) (2,401) (2,430) (2,428) 
Creditors   (2,344) (1,991) (2,248) (2,276) (2,284) 
Short term borrowings   0 0 0 0 0 
Other   (231) (242) (153) (154) (144) 
Long Term Liabilities     (949) (839) (879) (829) (790) 
Long term borrowings   0 0 0 0 0 
Other long term liabilities   (949) (839) (879) (829) (790) 
Net Assets     17,962 19,453 20,390 21,594 23,013 
        CASH FLOW        
Operating Cash Flow     3,096 1,682 4,005 3,212 3,661 
Net Interest    25 (27) 19 25 22 
Tax   (265) (561) (663) (647) (721) 
Capex   (508) (229) (744) (1,878) (1,909) 
Acquisitions/disposals   0 0 0 0 0 
Financing   24 305 12 21 30 
Dividends   (932) (1,103) (1,145) (1,217) (1,233) 
Other   0 0 (370) 0 0 
Net Cash Flow   1,440 67 1,114 (484) (151) 
Opening net debt/(cash)     (2,305) (3,745) (3,812) (4,926) (4,442) 
HP finance leases initiated   0 0 0 0 0 
Other   0 0 0 0 0 
Closing net debt/(cash)     (3,745) (3,812) (4,926) (4,442) (4,292) 
Source: Animalcare and Edison Investment Research 
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Edison, the investment intelligence firm, is the future of investor interaction with corporates. Our team of over 100 analysts and investment professionals work with leading companies, fund managers and investment banks 
worldwide to support their capital markets activity. We provide services to more than 400 retained corporate and investor clients from our offices in London, New York, Frankfurt, Sydney and Wellington. Edison is 
authorised and regulated by the Financial Conduct Authority (www.fsa.gov.uk/register/firmBasicDetails.do?sid=181584). Edison Investment Research (NZ) Limited (Edison NZ) is the New Zealand subsidiary of Edison. 
Edison NZ is registered on the New Zealand Financial Service Providers Register (FSP number 247505) and is registered to provide wholesale and/or generic financial adviser services only. Edison Investment Research 
Inc (Edison US) is the US subsidiary of Edison and is regulated by the Securities and Exchange Commission. Edison Investment Research Limited (Edison Aus) [46085869] is the Australian subsidiary of Edison and is not 
regulated by the Australian Securities and Investment Commission. Edison Germany is a branch entity of Edison Investment Research Limited [4794244]. www.edisongroup.com 
DISCLAIMER 
Copyright 2015 Edison Investment Research Limited. All rights reserved. This report has been commissioned by Animalcare Group and prepared and issued by Edison for publication globally. All information used in the 
publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of this report. Opinions contained in this report 
represent those of the research department of Edison at the time of publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. This 
research is issued in Australia by Edison Aus and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. The Investment Research is distributed in the United States 
by Edison US to major US institutional investors only. Edison US is registered as an investment adviser with the Securities and Exchange Commission. Edison US relies upon the "publishers' exclusion" from the definition 
of investment adviser under Section 202(a)(11) of the Investment Advisers Act of 1940 and corresponding state securities laws. As such, Edison does not offer or provide personalised advice. We publish information about 
companies in which we believe our readers may be interested and this information reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be 
construed in any manner whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as Edison’s solicitation to effect, or 
attempt to effect, any transaction in a security. The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and 
habitual investors who are “wholesale clients” for the purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an offer or solicitation for investment in any 
securities mentioned or in the topic of this document. A marketing communication under FCA rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence 
of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Edison has a restrictive policy relating to personal dealing. Edison Group does not conduct any 
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any 
or related securities mentioned in this report. Edison or its affiliates may perform services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as 
well as rise and are subject to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this report. Past performance is not 
necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, 
and therefore involve known and unknown risks, uncertainties and other factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. 
For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in relation to acquiring or 
disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is intended only as a “class 
service” provided by Edison within the meaning of the FAA (ie without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To 
the maximum extent permitted by law, Edison, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss or damage arising as a result of reliance being placed on any 
of the information contained in this report and do not guarantee the returns on investments in the products discussed in this publication. FTSE International Limited (“FTSE”) © FTSE 2015. “FTSE®” is a trade mark of the 
London Stock Exchange Group companies and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors 
accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 
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