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Destiny Pharma (DEST): Corp
Positive Phase I safety data
The first of two planned Phase I safety studies, agreed with the FDA, before Destiny starts the larger Phase IIb study in 
the US, confirmed the safety profile seen in all all other XF-73 clinical studies conducted to date. Not only does it de-risk 
Destiny’s lead XF-73 programme (prevention of post-surgical staphylococcal infections) but it supports the potential for 
the XF platform to be used in treating difficult skin infections, such as XF-70, which is in preclinical development. We 
await a second safety study, using the planned commercial nasal gel formulation, later in the year. Destiny remains on 
track to have Phase IIb data in H2 2019. Our risk-adjusted DCF valuation of 250p currently only values the lead clinical 
programme XF-73.

discoverIE (DSCV): Corp
Positive trading momentum continues
In a positive Q1 trading statement discoverIE has confirmed that the positive trading momentum seen last year has 
continued, Group sales are up +12% CER (+3% organically) against a strong comparator, orders are up +16% CER (+7% 
organically) and the order book up +20% CER (+13% organically). With the growth in orders and order book ahead of 
sales growth the outlook for continued strong trading is very good. We make no changes to our numbers and reiterate our 
view that discoverIE remains a strong play on technological change, a clear and long-term structural driver.
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Destiny Pharma*
Positive Phase I safety data 
The first of two planned Phase I safety studies, agreed with the FDA, before 
Destiny starts the larger Phase IIb study in the US, confirmed the safety profile 
seen in all all other XF-73 clinical studies conducted to date. Not only does it de-
risk Destiny’s lead XF-73 programme (prevention of post-surgical staphylococcal 
infections) but it supports the potential for the XF platform to be used in treating 
difficult skin infections, such as XF-70, which is in preclinical development. We 
await a second safety study, using the planned commercial nasal gel formulation, 
later in the year. Destiny remains on track to have Phase IIb data in H2 2019. Our 
risk-adjusted DCF valuation of 250p currently only values the lead clinical 
programme XF-73. 

Phase I data, completed in the US in around 25 patients, demonstrated that an 
aqueous solution of XF-73 (at high concentrations), when applied daily for five days 
to intact and abraded skin has a similar irritancy potential to water under occluded 
(covered) conditions in a shorter version of an industry standard cumulative irritancy 
dermal safety study. The trial was blinded and placebo controlled. Pharmacokinetic 
sampling showed that XF-73 was not systemically absorbed into the bloodstream.

Relevance of this study. The abraded skin data supports the potential for the XF 
platform in treating difficult skin infections. Dermatological burns are an area of 
expansion for the XF platform; eg. XF-70 is currently in preclinical development.

Supports existing safety profile. XF-73 has been evaluated in five clinical trials 
(Phase I and IIa), involving 216 subjects, 172 of whom received the nasal gel form of 
the active drug, XF-73, which was shown to be safe and well tolerated by subjects. 

Second Phase I study to complete later in 2018. The FDA requires a second 
Phase I safety study, in up to 30 subjects, to assess the potential skin irritation of a 
nasal gel formulation of XF-73, before the planned Phase IIb trial can start. We 
expect data from this study to show a similar tolerability and safety profile.

On track for H2 2019 Phase III-ready asset. The Company is on track to announce 
Phase IIb results in the second half of 2019, with the aim of delivering a Phase III-
ready package at the end of 2019.

Valuation. Our current target price of 250p remains; based on a risk-adjusted DCF 
valuation, the company is fully funded into 2020, after the completion of the Phase 
IIb, which is expected to readout in 2019. This excludes any value that could be 
attributed to the XF platform, which includes its use in potential skin infections.
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Ticker DEST:AIM
Pharmaceuticals & Biotechnology
Shares in issue (m) 43.6
Next results H1 Oct

Price 109.0p
Target price 250.0p
Upside 129%

Market cap £47.5m
Net debt/(cash) -£16.7m
Other EV adjustments £0.0m
Enterprise value £30.8m

What's changed? From To

Adjusted EPS -18.2 n/c

Target Price 250.0 n/c

Share price performance 
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Company description
Destiny pharma is a proprietary
antimicrobial company whose lead
asset XF-73 is in P2b trials

Mark Brewer
Director of Research
mbrewer@finncap.com
020 7220 0556
 

 

 
Sales desk    020 7220 0522 

Trading desk    020 7220 0533 
 
* denotes corporate client of finnCap

109.000010000000

Key estimates | Year end: Dec 2016A 2017A 2018E 2019E 2020E
Revenue £m 0.0 0.0 0.0 0.0 0.0
Adj EBITDA £m -1.2 -2.5 -10.0 -7.9 -1.5
Adj EBIT £m -1.3 -2.5 -10.0 -7.9 -1.5
Adj PBT £m -1.2 -2.5 -9.9 -7.8 -1.5
Adj EPS p -3.9 -6.4 -18.2 -14.1 -2.6
DPS p 0.0 0.0 0.0 0.0 0.0

Key valuation metrics 2016A 2017A 2018E 2019E 2020E
EV/EBIT (adj) x -24.6 -12.2 -3.1 -3.9 -20.3
P/E (adj) x -27.7 -16.9 -6.0 -7.7 -42.7
Dividend yield % 0.0% 0.0% 0.0% 0.0% 0.0%
Free cash yield % -1.7% -2.6% -15.3% -7.9% 0.0%
Pre-tax ROCE % -81.0% -15.1% -114.4% -303.0% -298.7%
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discoverIE*
Positive trading momentum continues
In a positive Q1 trading statement discoverIE has confirmed that the positive 
trading momentum seen last year has continued, Group sales are up +12% CER 
(+3% organically) against a strong comparator, orders are up +16% CER (+7% 
organically) and the order book up +20% CER (+13% organically). With the 
growth in orders and order book ahead of sales growth the outlook for continued 
strong trading is very good. We make no changes to our numbers and reiterate 
our view that discoverIE remains a strong play on technological change, a clear 
and long-term structural driver.

Clear and long term structural driver. With good growth continuing and orders 
ahead of this growth at a time when macro indicators have softened a touch we view 
this as evidence that discoverIE is a good play on technological change.

Strong order book. The Group order book rose to a record high of £135m at June. 
This is up +20% CER and +13% organically. Further over 80% is for delivery over the 
next 12 months.

Further evidence of increasing value add. In keeping with the theme of providing 
services for clients to introduce and improve technology in their products, gross 
margins increased over the prior year. 

New project design wins. New project design wins, a key driver of future organic 
growth, also grew strongly with a number of successes in the group’s key target 
markets, in particular, the renewable energy, transportation and industrial markets.

Driven by Design and Manufacturing. D&M (c.75% of group profits) saw broad-
based organic growth with sales up +5% and orders +13% organically. The division 
continues to benefit from its focus on key structural growth markets and cross-selling. 
Santon, acquired in February 2018, has won a number of new projects for delivery 
this year. The Custom Supply division grew Q1 sales +1% organically with project 
design wins growing strongly as expected.

Target price 488p. With the final results we valued Custom Supply at a 10% 
discount to Flowtech and TT group and Design & Manufacturing in line with Diploma, 
Trifast and XP Power on a calendar 2019 EV/EBIT basis. Updating for today’s 
valuations would produce 504p. We will reassess with the next set of results but 
highlight that the real key to share price potential is further investment in a highly 
attractive market where growth is driven by technological change. discoverIE’s 
proven strategy will continue to drive upgrades and improve our target price.
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Ticker DSCV:MAIN
Support Services
Shares in issue (m) 70.8
Next results FY Jun

Price 424.0p
Target price 487.9p
Upside 15%

Market cap £300.2m
Net debt/(cash) £52.4m
Other EV adjustments £3.0m
Enterprise value £355.6m

What's changed? From To

Adjusted EPS 27.1 n/c

Target Price 487.9 n/c

Share price performance 
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Company description
discoverIE designs, manufactures and
distributes innovative electronic
products.

Guy Hewett
Director of Research
ghewett@finncap.com
020 7220 0549
 

 

 
Sales desk    020 7220 0522 

Trading desk    020 7220 0533 
 
* denotes corporate client of finnCap

424.000000000000

Key estimates | Year end: Mar 2017A 2018A 2019E 2020E 2021E
Revenue £m 338.2 387.9 424.9 435.3 443.4
Adj EBITDA £m 24.3 29.3 35.4 36.3 36.9
Adj EBIT £m 20.6 25.2 31.6 32.5 33.1
Adj PBT £m 17.2 21.8 27.3 28.5 29.5
Adj EPS p 19.2 22.2 27.1 28.3 29.3
DPS p 8.5 9.0 9.5 10.1 10.7

Key valuation metrics 2017A 2018A 2019E 2020E 2021E
EV/EBIT (adj) x 17.3 14.1 11.2 10.9 10.7
P/E (adj) x 22.1 19.1 15.7 15.0 14.5
Dividend yield % 2.0% 2.1% 2.3% 2.4% 2.5%
Free cash yield % 4.4% 3.7% 3.6% 6.0% 6.1%
Pre-tax ROCE % 11.3% 12.2% 14.8% 15.2% 15.7%
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* finnCap is contractually engaged and paid by the issuer to produce this material on an ongoing 
basis and it is made available at the same time to any person wishing to receive it.

A marketing communication under FCA Rules, this document has not been prepared in 
accordance with legal requirements designed to promote the independence of investment 
research and is not subject to any prohibition on dealing ahead of the dissemination of 
investment research.

This research cannot be classified as objective under finnCap Ltd research policy. Visit 
www.finncap.com

The recommendation system used for this research is as follows. We expect the indicated target 
price to be achieved within 12 months of the date of this publication. A ‘Hold’ indicates expected 
share price performance of +/-10%, a ‘Buy’ indicates an expected increase in share price of more 
than 10% and a ‘Sell’ indicates an expected decrease in share price of more than 10%.

Approved and issued by finnCap Ltd for publication only to UK persons who are authorised 
persons under the Financial Services and Markets Act 2000 and to Professional customers. Retail 
customers who receive this document should ignore it. finnCap Ltd uses reasonable efforts to 
obtain information from sources which it believes to be reliable, but it makes no representation that 
the information or opinions contained in this document are accurate, reliable or complete. Such 
information and opinions are provided for the information of finnCap Ltd's clients only and are 
subject to change without notice. finnCap Ltd’s salespeople, traders and other representatives may 
provide oral or written market commentary or trading strategies to our clients that reflect opinions 
contrary to or inconsistent with the opinions expressed herein. This document should not be copied 
or otherwise reproduced. finnCap Ltd and any company or individual connected with it may have a 
position or holding in any investment mentioned in this document or a related investment. finnCap 
Ltd may have been a manager of a public offering of securities of this company within the last 12 
months, or have received compensation for investment banking services from this company within 
the past 12 months, or expect to receive or may intend to seek compensation for investment 
banking services from this company within the next three months. Nothing in this document should 
be construed as an offer or solicitation to acquire or dispose of any investment or to engage in any 
other transaction. finnCap Ltd is authorised and regulated by the Financial Conduct Authority, 
London E14 5HS, and is a member of the London Stock Exchange.
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