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PROFILE: A biotechnology company leveraging its long-standing core virology business to develop 

products targeted to large global market opportunities.  
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1. F2011 SECOND-QUARTER AND SIX-MONTHS RESULTS; and 

2. UPDATE ON HUNAN JOINT VENTURE 
 

 

1. Q2/F2011 and 6M/F2011 Results 
 

Microbix reported financial results for the fiscal 2011 second quarter ended March 31.  Revenues were down 4% at 

$1,761,905 compared with $1,831,186 in the corresponding quarter of fiscal 2010. This was a direct result of the 

strong Canadian dollar, as actual sales volume rose by 3%, compared with Q2/F2010.  Were it not for the strength 

of the Canadian dollar, revenues would likely have been a record in Q2. 
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The operating loss in Q2/2011 was $629,086 compared to $576,177 a year ago, as higher operating expenses due 

to start-up costs for the Hunan Joint Venture had an adverse affect. Cash flow for the quarter was ($44,749) 

compared with positive $653,930 a year ago, driven by the weaker Canadian dollar and a large equity financing in 

the year-ago quarter.   

 

The strong sales volume in Q2/2011 was driven by more customers ordering more products, mainly from the 

antigen diagnostic offering.  As mentioned in the Q2/2011 press release and reported on earlier, the Company also 

reported significant progress towards LumiSort
TM

 commercialization. Also, more interested partners have stepped 

forward in Q2/2011 to look at the opportunity with Urokinase.  

 

COMMENT: The additional interest in the Urokinase business is encouraging. 

 

In the six months ended March 31, 2011, sales were $2,574,599 compared with $3,057,724, a decrease of 16%. 

The drop was primarily due to a one-time reduction in purchases by a large customer in the first quarter, along with 

the strong Canadian dollar (most of Microbix’s sales are recorded in U.S. dollars or Euros).  The net loss in 

6M/F2011 was $1,363,447 compared with a net loss of $1,316,207 a year ago. 

 

Highlights of F2011 Second-Quarter and Six-Month Results 
 

 
Source: Microbix Biosystems Inc. 

 

 

COMMENT: These results are weak but understandable, as the continued strength in the Canadian dollar is a 
headwind the Company has been facing for some time.  With all sales in foreign currencies and all costs in 

Canadian dollars, a 1 cent change in the value of the Canadian dollar translates into a $50,000 adjustment for the 
Company. 

 

We are pleased that sales volumes remain robust and that more companies are taking up more products with 
Microbix’s core virology business. Although not a huge business, it is moving in the right direction and could be 

cash flow positive in short order.  We remain watchful for when the large market opportunities begin to take care 
of themselves and provide strong positive cash flows to the Company.   

 

LumiSort
TM

 seems to be moving more quickly in this direction; while the Chinese Joint Venture has hit a pothole 

(see below). Urokinase may provide a positive surprise over the next several months as more potential partners are 

looking at this opportunity. 
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2. Hunan Joint Venture 

 
Microbix Biosystems Inc. has recently been informed by Hunan Province in China of certain fundamental changes 

that the government wants to make in the terms and conditions of the original joint-venture agreement signed by 

the parties.  The JV in Hunan is for the manufacture and distribution of influenza vaccines using Microbix’s 

VIRUSMAX™ technology, and the plan is to build Asia’s largest and most advanced vaccine facility. 

 

Microbix believes the changes proposed by Hunan Province “would significantly raise the risk on the project for 

shareholders”, and the Company and its subsidiary, Crucible International Biotechnologies Corp., are involved in 

discussions with the Government of Hunan Province and China’s Central Government to try to resolve the issues. 

 

 

COMMENT: This news on the partnership with the Hunan government is disappointing. With a strong 
international management team spearheading the project and capable individuals on the ground in China, we feel 

that this set-back may only delay the project launch, although the timing on resolution is difficult to discern.  With 
a relatively small global supply of influenza vaccine (and little available for the vast Chinese population), we feel 

that a new arrangement will be made to get things back on track, as it is in the best interests of all parties. 

 

 

For further details, see Microbix’s May 16, 2011 news release, available on SEDAR at www.sedar.com. 
 

THE COMPANY 
 

Microbix Biosystems Inc. is a biotechnology company, focused on leveraging its Core Base Business unit that has 

commercialized over 60 products in the virology and cell culture technologies, in order to finance its more-

lucrative large-market pipeline of products.  These include: Kinlytic (Urokinase), VIRUSMAX™ (Virus Yield 

Enhancement Technology), and LumiSort™ (livestock sex selection technology).  In addition, the Company has 

established a JV in Hunan, China for the manufacture and distribution of influenza vaccines using VIRUSMAX™ 

technology. 

 

Vaccine Technology - VIRUSMAX™ 

Microbix’s vaccine technology, VIRUSMAX™, allows for greatly expanding the yield of influenza virus grown in 

chicken eggs, the source of all currently licensed influenza vaccines globally. The technology also allows for 

growing a greater variety of strains of the influenza virus. 

 

Through the 50/50 joint venture with the Hunan Province in China (through state-owned Hunan Biopharmaceutical 

Co. Ltd.), Microbix raised initial financing for Crucible International Biotechnologies Corp., the majority-owned 

Microbix subsidiary that is the partner for the influenza vaccine manufacturing JV in China.   
 

RECOMMENDATION AND TARGET PRICE 
 

eResearch is preparing a comprehensive research report on Microbix Biosystems Inc. This report will contain a 

Recommendation, a 12-month Target Price, and analyst views and opinions.  
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ANALYSTS 

The eResearch analysts on this report were: 

► Michael Zienchuk, MA, MBA; and  

► Bob Weir, B.Sc., B.Comm, CFA 

 

ADDITIONAL INFORMATION 
 

Analyst Affirmation: At the time of the issuance of this report, I, Michael Zienchuk, hereby state that I own, 

directly, shares of Microbix Biosystems Inc., and I, Bob Weir, hereby state that I own, indirectly, shares of 

Microbix Biosystems Inc. 

 

eResearch Ownership: eResearch participated in the Company’s recent capital raise and received a payment in 

cash plus warrants to purchase units of Microbix. 

 

eResearch Reports: For further information on Microbix Biosystems Inc., see eResearch’s March 9, 2011 

StockPotentials report, and subsequent Perspectives, available on the eResearch website at: 

http://www.eresearch.ca/profile.asp?companyID=627.  

 

NOTE: eResearch reports on Microbix Systems Inc. and other companies are available FREE on our website at 

www.eresearch.ca. You must REGISTER to access these reports. 
 

 

 

eResearch Corporation 
eResearch was established in 2000 as Canada's first equity issuer-sponsored research organization. Our various 

research packages allow corporate management to choose the form of research coverage that best meets their 

company’s needs. 

 

We are a primary source for professional investment research, focused primarily on small- and mid-cap companies. 

Our research and analysis is of institutional quality, and has the potential to reach millions of global investors 

through our extensive electronic distribution network. 

 

eResearch Disclaimer:  eResearch accepts fees from the companies it researches (the “Covered Companies”), and from financial 

institutions or other third parties. The purpose of this policy is to defray the cost of researching small and medium capitalization 

stocks which otherwise receive little or no research coverage.  

 

To ensure complete independence and editorial control over its research, eResearch follows certain business practices and 

compliance procedures. Fees from Covered Companies are due and payable prior to the commencement of research. Microbix 

BioSystems Inc. paid eResearch a fee of $11,000 + HST to have it conduct research on the Company for an initial period of six 

months. 

 

In keeping with the policies of eResearch concerning its strict independence, all of the opinions expressed in this report, including 

any determination of a 12-month Target Price or selection of a Recommendation (Buy-Hold-Sell) for the Company’s shares, are 

strictly those of eResearch, and are free from any influence or interference from any person or persons at the Company. 

 

http://www.eresearch.ca/profile.asp?companyID=627
http://www.eresearch.ca/

