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TSX: MBX 
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Market Cap: $21.3 million  

Average Volume: 50-Day:   42,300 

Recommendation: 

Target Price: 

200-Day: 42,800 

Speculative Buy (No Change) 

$1.15 (No Change) 

 
 

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

products targeted to large global market opportunities.  
 

 
       Source: www.Bigcharts.com 

 

(1) SECOND-QUARTER F2012 RESULTS; 

(2) PIPELINE PRODUCTS UPDATE 
 

1. Q2/F2012 Results 
 
Microbix Biosystems Inc. has reported financial results for Q2/F2012 ended March 31, 2012. 

 

(a) Period-to-Period 
 

Revenues were up 7.7% in the quarter, rising to $1,896,947 from $1,761,905 in the corresponding period of 

F2011. For the first half, sales increased 31% over H1/F2011, primarily because of strengthening customer 

demand for products in both the virology and water solutions segments. 
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Cost of Sales was 16.7% higher in the quarter as a result of the increased sales, coming in at $933,275 

compared with $799,463 a year ago. With the proportionately higher Cost of Sales, the Gross Margin fell to 

50.8% from 54.6%. Operating Expenses were $1.57 million, compared with $1.59 million. 

 

The Company experienced a lower operating loss of $609,425 in the quarter, compared with $629,086, 

although the net loss per share was $0.01 in both Q2/F2012 and Q2/F2011.  

 

(b) Quarter-to-Quarter 
 

On a comparison basis, the Company fared better when evaluating succeeding reporting periods. Revenue 

climbed 28.6%, from $1,474,511 in Q1 to $1,896,947 in Q2. Cost of Sales rose a lesser 12.1%, such that the 

Gross Margin improved from 43.5% to 50.8%. Management’s continued attention to manufacturing processes 

has led to improvements and efficiencies, which are expected to generate further cost improvements in the 

future. 

 

COMMENT: Notwithstanding the various demands on management’s attention, especially in regard to the 

development of three large-market products simultaneously, the Company has demonstrated that it remains 

fully dedicated to enhancing the growth and profitability of the core virology and water solutions business. 

 

 

Table 1: Quarterly Comparisons 
 

*** Period Over Period *** *** Quarter to Quarter ***

Q2/2012 Q2/2011 Change Q2/2012 Q1/2012 Change

(Mar 31/12) (Mar 31/11) (Mar 31/12) (Dec 31/11)

Total Revenues $1,896,947 $1,761,905 7.7% $1,896,947 $1,474,511 28.6%

Cost of Sales ($933,275) ($799,463) 16.7% ($933,275) ($832,723) 12.1%

Gross Profit $963,672 $962,442 0.1% $963,672 $641,788 50.2%

Gross Margin 50.8% 54.6% 50.8% 43.5%

Operating Expenses ($1,573,097) ($1,591,528) -1.2% ($1,573,097) ($1,159,533) 35.7%

Net Profit / (Loss) ($609,425) ($629,086) -3.1% ($609,425) ($517,745) 17.7%

Net Margin n/m n/m n/m n/m

Earnings Per Share ($0.01) ($0.01) ($0.01) ($0.01)

Shares Outstanding 63,638,018 54,306,892 63,638,018 59,824,502

 
 

2. Pipeline Products Update  
 

1. Urokinase (Kinlytic) 

 Microbix is negotiating the final terms of a definitive agreement with Zydus Cadila, a global 

pharmaceutical company headquartered in India, for the reintroduction of Urokinase (under the name 

Kinlytic) to the U.S. market.  All costs associated with this thrombolytic therapy will be funded by Zydus 

Cadila, and Microbix will receive milestone payments and royalty payments on all Zydus Cadila sales of 

the product.  

 

2. VIRUSMAX™ and LumiSort™ Funding 

 VIRUSMAX™, Microbix’s technology that increases vaccine production yields, and LumiSort™, an 

artificial insemination product for livestock, are moving closer to final funding agreements. 

 

The Company is working with a group of potential investors to raise funds for an influenza vaccine facility in a 

new partner country, where VIRUSMAX™ would be the core of the project. Without a definitive timeline for 
this, we believe the project is still several months away. 
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Microbix is in advanced negotiations with various parties to complete financing for the final development of 

LumiSort™.  At the same time, the Company is expanding the product’s intellectual property, which enhances 

the value of this large-market product.  We think that this too is still several months away, but most likely will 

occur before the end of calendar 2012. 

 

COMMENT: Management’s ability to demonstrate continued growth and improvement in the Company’s 
core virology and water solutions business is encouraging; yet it will be the progress on development of the 
large-market products that will provide the impetus for Microbix shares to rally. It appears that negotiations 

between Zydus Cadila and Microbix are in the final stages for reaching a definitive agreement on re-
introducing Urokinase to the North American market. This could be the first of many positive catalysts for 

Microbix shares in the future. 

  

 

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).   

 

Microbix continues to work towards establishing a joint venture to commercialize its VIRUSMAX™ 

technology, and is working with a group of potential investors to raise funds to underwrite the cost of building 

an influenza vaccine facility in a partner country. 

 

 

RECOMMENDATION AND TARGET PRICE 
 

We continue to rate Microbix shares as a Speculative Buy with a Target Price of $1.15 per share. With strong 

growth opportunities in large markets, Microbix is ready to make the breakthrough in realizing on its long-

term vision.  Our Target Price reflects our expectations that the Company will achieve its strategic objectives.  

 

 

RATING HISTORY 
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eRESEARCH CORPORATION 

 

Research Analyst: The eResearch analyst on this report was: Bob Weir, B.Sc., B.Comm, CFA 
 

Analyst Affirmation: At the time of the issuance of this report, I, Bob Weir, hereby state that I own, indirectly 

through eResearch, warrants to purchase shares of Microbix Biosystems Inc. (see eResearch Ownership 

below). 
 

eResearch Ownership: eResearch participated in a capital raise for the Company and received a cash 

payment, and warrants to purchase units of Microbix. 
 

eResearch Reports: For further information on Microbix Biosystems Inc., see eResearch’s reports on the 

Company on our website at: http://www.eresearch.ca/profile.asp?companyID=627. 
 

 

NOTE: eResearch reports on Microbix Biosystems 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. (1) Fees from Covered Companies are due and payable prior to the 

commencement of research. (2) Reports issued subsequent to the Initiating Report are not reviewed in advance 

by Company management. 

 

Microbix Biosystems Inc. paid eResearch a fee of $22,000 + HST to have it conduct research on the Company 

for a twelve-month period.  

 

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. 
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