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COMPANY RESULTS  BUY 

(Maintained) 

Share Price S$0.47
Target Price S$0.60
Upside +27.7%

COMPANY DESCRIPTION 
QT Vascular Ltd. develops next-generation 
percutaneous technologies for the treatment 
of peripheral artery disease and coronary 
vascular disease. 

STOCK DATA 
GICS sector Health Care
Bloomberg ticker: QTVC SP
Shares issued (m): 756.1
Market cap (S$m): 355.4
Market cap (US$m): 285.6
3-mth avg daily t'over (US$m): 4.1

Price Performance (%) 
52-week high/low S$0.550/S$0.280

1mth 3mth 6mth 1yr YTD
0.0 34.3 n.a. n.a. n.a.

Major Shareholders %
Three Arch Partners 20.4
Luminor Pacific Fund I 13.5
Biomedical Sciences Investment Fund 8.4

FY14 NAV/Share (US$) 2.65

FY14 Net Cash/Share (US$) 0.03
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QT Vascular (QTVC SP) 
 

2Q14: Piecing Together Its DNA 
2Q14 revenue was in line with our expectation but costs increased higher than our 
estimates due to scaling up and one-offs. 2H14 will benefit from Chocolate PTCA’s 
maiden revenue and firm orderbook for Asia. Expect 10-15% qoq sales growth to be 
sustained. Chocolate PTA approvals in early-15 are potential catalysts while cost 
optimisation initiatives are also encouraging. Maintain BUY. Target price: S$0.60. 

2Q14 AND 1H14 RESULTS  
Year to 31 Dec (US$m)  2Q14 2Q13 yoy % chg 1H14 1H13 yoy % chg 
Revenue  3.2 1.0 214 6.1 1.7 262 
Gross profit/ loss 0.2 (0.1) nm 0.5 (0.6) nm 
Operating loss (6.5) (3.8) 70 (12.7) (7.6) 66 
Finance costs (7.0) (8.5) (18) (10.0) (9.5) 5 
Net loss (13.5) (11.4) 18 (22.7) (15.5) 46 
Net loss (adj.) (5.6) (2.9) 91 (10.7) (6.0) 77 
Units sold 8,321 1,778 368 13,043 2,933 345 
Source: QTV, UOB Kay Hian 

RESULTS 

• Revenue in line with expectation and grew 13.6% qoq in 2Q14, within our 10-15% 
estimate. The increase was mainly due to an increase in sales of Chocolate PTA balloon 
catheters in the US (+96% yoy, +12% qoq). 1H14 revenue represents 45% of our full-year 
estimate and we expect the group to sustain its 10-15% qoq growth in 3Q14. 

• Costs increased on higher volume and capacity. As QTV is in the process of ramping 
up, it incurred higher overhead and labour expenses in 2Q14. It was also hit by one-off 
items such as US$2m in IPO-related fees and US$9.5m in finance costs related to its 
financial instruments and convertible bonds. R&D also grew in line with its product 
development efforts. We understand from management that as of end-June, it no longer 
holds any outstanding convertible instrument and hence, finance costs should be very 
minimal in 2H14. 

• Adjusted net loss of US$5.6m is above our estimate on the back of higher-than-
expected costs. Nonetheless, as the group remains on track to achieving optimal scale, 
we think the positive impact from operational efficiency and leverage will be better 
reflected in 2015-16. The group has also initiated a major exercise very recently to 
streamline the production process and reduce its cost of sales. 

• Cash balance of US$39m; operating cash outflow of US$11m. Management has no 
intention of raising funds via debt or equity in the near term unless there is an M&A event. 

KEY FINANCIALS 
Year to 31 Dec (US$m) 2012 2013 2014F 2015F 2016F
Net turnover            1.5           5.5         13.4         30.6         42.1 
EBITDA        (13.5)       (17.3)       (21.0)         (9.4)           1.6 
Operating profit        (14.1)       (17.9)       (21.7)       (10.5)           0.1 
Net profit (rep./act.)          (4.0)       (34.5)       (31.7)       (10.5)           0.1 
Net profit (adj.)          (4.0)       (34.5)       (31.7)       (10.5)           0.1 
EPS (US$)         n.m.         n.m.         (4.2)         (1.4)           0.0 
PE (x)  n.m.  n.m.  n.m.  n.m.  n.m.
P/B (x)         n.m.         n.m. 17.7 36.4 36.0
EV/EBITDA (x)  n.m.  n.m.  n.m.  n.m. n.m.
Dividend yield (%)             -             -             -             -             -
Net margin (%) (274.9) (631.5) (236.5) (34.4) 0.3
Net debt/(cash) to equity (%) (109.8) (59.9) (101.5) (47.1) (3.7)
Interest cover (x)  n.a.         n.m.         n.m.  n.a.  n.a. 
ROE (%) n.m. n.m. n.m. n.m. 1.2
Consensus net profit ()  -  - (29.0) 1.3 15.9
UOBKH/Consensus (x)   -  - n.m. n.m. n.m.
Source: QTV, Bloomberg, UOB Kay Hian 
n.m. : not meaningful; negative P/E, EV/EBITDA reflected as "n.m." 
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STOCK IMPACT 

• We are encouraged by its major initiative on optimising cost of sales as this 
indicates management’s pro-active stance in managing expenses. There are three key 
actions to this plan: a) moving more technological and technical capabilities to Singapore 
where they can reduce costs by 30-80% on three key components in its production chain, 
b) bringing in an industry expert as consultant with the sole responsibility of optimising the 
group’s production process, and c) improving on economies of scale with higher volume. 
While it is too early to quantify the potential impact of this initiative, we expect to see 
some results by 2015 as the benefits trickle in. 

• Higher contribution from Asia and coronary portfolio in 4Q14. Sales from Asia in 
1H14 accounted for only 2% of the group’s total. We expect this to improve in 2H14 as 
the group is scheduled to ship its orderbook to China and Japan by 4Q14. Management 
expects to generate significantly better sales from Asia for the full year 2014 from 
US$0.5m in 2013. The Chocolate PTCA (coronary) balloon catheter is also expected to 
bring in maiden revenue in 2H14 after securing approval in Jun 14 for US distribution. 

• Chocolate PTA approvals in early-15 as potential catalysts. QTV is on track in 
achieving the milestones set out in its IPO prospectus. It recently announced that it has 
applied for CE Mark approval for its drug-coated Chocolate PTA (Chocolate Touch). 
Management is also of the view that it could secure clearances to distribute the Chocolate 
PTA in China and Japan by 1Q15. We view the latter to be potential near-term catalysts 
as the demand for this type of device in Asia is expected to be supported by large ageing 
populations and positive healthcare trends. 

EARNINGS REVISION/RISK 

• No change to revenue projections; net profit/loss estimates revised. We have 
adjusted our model to account for higher costs in the near term as the group incurs 
additional overhead and operating expenses while it ramps up capacity and volume. We 
have also accounted for one-off expense items in 2014. We still expect net loss over the 
early-growth period to decline as the group progresses towards achieving sufficient scale. 

VALUATION/RECOMMENDATION 

• Maintain BUY and target price of S$0.60. We used a P/S target of 10x and assumed 
equal probability that the company can be acquired in 2015 or 2016. The P/S multiple is 
based on completed comparable medical device M&A deals beginning 2012. 

SHARE PRICE CATALYST 

• Better-than-expected sales. 

• Product approvals. 

• M&As or a potential takeover. 

 

 

 PRODUCT PORTFOLIO AND APPROVALS 
Product US 

FDA 
EU 

CE Mark 
China 
CFDA 

Japan 
Shonin 

Glider PTCA   IP IP 
GliderXtreme 
PTA     
GliderfleX PTA   IP IP 
Chocolate PTA   IP IP 
Chocolate PTCA   IP IP 
*IP – In Progress, PTCA - Percutaneous Transluminal Coronary 
Angioplasty, PTA - Percutaneous Transluminal Angioplasty 
Source: QTV, UOB Kay Hian 
 

PRODUCT PIPELINE 
Product Indication Stage of Dev’t Milestones/ Anticipated 

Milestones 
Chocolate 
Touch PTA 

Peripheral Design 
Optimisation 

• OUS* Feasibility to start in 
2014 

• CE Mark submission in 
2014 

Silk PTA Peripheral Design 
Feasibility 

• CE Mark submission in 
1Q15 

*OUS – Outside the US 
Source: QTV, UOB Kay Hian 
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PROFIT & LOSS       

 

BALANCE SHEET     
Year to 31 Dec (US$m) 2013 2014F 2015F 2016F Year to 31 Dec (US$m) 2013 2014F 2015F 2016F 
Net turnover 5.5 13.4 30.6 42.1 Fixed assets 0.4 1.1 1.1 1.0 
EBITDA (17.3) (21.0) (9.4) 1.6 Other LT assets 7.0 10.2 13.4 16.2 
Deprec. & amort. 0.6 0.6 1.1 1.5 Cash/ST investment 5.2 20.4 4.6 0.4 
EBIT (17.9) (21.7) (10.5) 0.1 Other current assets 5.4 10.6 16.6 19.3 
Total other non-operating income 0.0 0.0 0.0 0.0 Total assets 18.0 42.3 35.8 36.8 
Net interest income/(expense) (17.7) (10.0) 0.0 0.0 ST debt 6.9 0.0 0.0 0.0 
Pre-tax profit (35.6) (31.7) (10.5) 0.1 Other current liabilities 12.8 17.5 21.2 22.2 
Tax (0.0) (0.1) (0.0) (0.0) LT debt 5.5 0.0 0.0 0.0 
Minorities 1.1 0.0 0.0 0.0 Other LT liabilities 4.8 4.8 4.8 4.8 
Net profit (34.5) (31.7) (10.5) 0.1 Shareholders' equity (12.0) 20.1 9.8 9.9 
Net profit (adj.) (34.5) (31.7) (10.5) 0.1 Minority interest 0.0 0.0 0.0 0.0 

     Total liabilities & equity 18.0 42.3 35.8 36.8 
             
CASH FLOW       KEY METRICS     
Year to 31 Dec (US$m) 2013 2014F 2015F 2016F Year to 31 Dec (%) 2013 2014F 2015F 2016F 
Operating (14.1) (26.7) (10.3) 1.5 Profitability         
Pre-tax profit (35.6) (31.7) (10.5) 0.1 EBITDA margin (316.4) (156.7) (30.9) 3.8 
Deprec. & amort. 1.0 1.4 2.3 3.1 Pre-tax margin (651.2) (235.9) (34.4) 0.3 
Working capital changes 0.7 (6.4) (2.0) (1.7) Net margin (631.5) (236.5) (34.4) 0.3 
Non-cash items 16.1 0.0 0.0 0.0 ROA (226.6) (105.2) (26.9) 0.3 
Other operating cashflows 3.7 10.0 0.0 0.0 ROE 166.5 (787.0) (70.6) 1.2 
Investing (4.3) (5.4) (5.5) (5.7)           
Capex (growth) (4.3) (5.4) (5.5) (5.7) Growth         
Proceeds from sale of assets 0.0 0.0 0.0 0.0 Turnover 276.4 145.6 127.5 37.7 
Financing 18.6 47.3 0.0 0.0 EBITDA n.a. n.a. n.a. n.a. 
Issue of shares 0.0 40.8 0.0 0.0 Pre-tax profit n.a. n.a. n.a. n.a. 
Proceeds from borrowings 14.6 0.0 0.0 0.0 Net profit n.a. n.a. n.a. n.a. 
Others/interest paid 3.9 6.5 0.0 0.0 Net profit (adj.) n.a. n.a. n.a. n.a. 
Net cash inflow (outflow) 0.2 15.2 (15.8) (4.2) EPS n.a. n.a. n.a. n.a. 
Beginning cash & cash equivalent 5.0 5.2 20.4 4.6           
Changes due to forex impact (0.0) 0.0 0.0 0.0 Leverage         
Ending cash & cash equivalent 5.2 20.4 4.6 0.4 Debt to total capital 3,182.3 0.0 0.0 0.0 

     Debt to equity (103.2) 0.0 0.0 0.0 

     Net debt/(cash) to equity (59.9) (101.5) (47.1) (3.7) 

     Interest cover (x) (1.0) (2.1) n.a. n.a. 


