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See disclosure and a description of our recommendation structure at the end of this report. 

Company profile: BioSyent is specialty pharmaceutical company that markets 
drugs and OTC products to the Canadian market (and select international markets). 
Its portfolio presently consists of six marketed products and is expected to launch 
two additional products in the next 12 months. 

E
q

u
it

y
 R

e
se

a
rc

h
 

 

BIOSYENT INC. 
Tribute acquisition highlights the strategic value of tax inversion… 

EVENT 

Yesterday POZEN Inc. (“POZEN”) announced the 
strategic acquisition of Tribute Pharmaceuticals Canada 
Inc (“Tribute”). 

BOTTOM LINE 

Positive. The acquisition of Tribute by POZEN 
highlights a continued high level of interest in the 
specialty pharmaceutical space from both an M&A and 
investment perspective. We consider Tribute to be 
BioSyent’s closest comparable based on its size, growth 
profile and strategy; for these reasons we consider this 
transaction of particular relevance. The all-stock 
transaction implies a purchase multiple of ~25x Tribute’s 
FY16E EBITDA and highlights the strategic value of tax 
inversion and complimentary resources. BioSyent 
presently trades at 13x FY16E EV/EBITDA, a deep 
discount to the implied valuation multiple of Tribute.  
We are reiterating our Speculative BUY rating and 
target price of C$13.25. 

FOCUS POINTS 

▪ Premium valuation for Tribute: transaction value 
equated to US$146 million at time of announcement; 
implies 25x FY16E and 16x FY17E EV/EBITDA.  

▪ Strategic merits for transaction: tax-advantaged 
structure and complimentary resources provide: 
competitive M&A platform; de-risked, diversified 
revenue base; bolstered product portfolio with 
cardiovascular focus; and established sales 
force/distribution in Canada. 

▪ Significant growth capital commitment from 
leading healthcare investors: a syndicate of investors 
(led by Deerfield) has committed up to US$350 million 
in growth capital. 

▪ BioSyent remains undervalued: RX is currently 
trading at 13x FY16E and 10x FY17E EV/EBITDA, 
well below the metrics of the Tribute transaction. 

 Recommendation: Speculative BUY 

Symbol/Exchange: RX/TSXV 

Sector: Healthcare: Specialty Pharma 

All dollar values in C$ unless otherwise noted. 

Current price: $7.52 

One-year target: $13.25 

Target return: 76% 

Financial Summary* 

 
Source: Company documents, Cantor Fitzgerald Canada 
 

 

  

Shares O/S (M) 13.9 52-Week Range $5.14 - $12.82

Market Cap ($M) 104.2 Avg. Daily  Volume 42,081

Market Float ($M) 62.5 Net Cash ($M) 6.7

$ millions (Dec-31) F2013A F2014A F2015E F2016E

Revenue 7.8 12.2 16.4 21.8

Revenue growth (YoY) 55% 57% 35% 32%

EBITDA 2.4 4.3 5.6 7.6

EBITDA margin (% ) 31% 35% 34% 35%

EPS (Diluted) 0.13 0.22 0.28 0.39

EPS Growth (YoY) 23% 64% 29% 36%

EV/EBITDA 40x 23x 17x 13x

P/E 56x 34x 27x 20x

ROE 40% 39% 33% 31%
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TRANSACTION HIGHLIGHTS 

The acquisition of Tribute by POZEN will create a specialty pharmaceutical 
company with a broad product portfolio and strong North American presence; 
its tax-advantaged structure and financing commitments will support 
acquisition-fueled growth. Some highlights of the transaction: 

 Premium valuation for Tribute: implied equity value of US$146mm 
for Tribute (see Exhibit 1). 

 Tax-advantaged structure supports competitive M&A machine: 
both Tribute and POZEN’s existing business will directly benefit from 
the resulting entity’s Irish domicile; Tribute’s Barbados entity can be 
leveraged for future business development. 

 De-risked revenue profile: POZEN presently obtains the vast 
majority of its revenue from a single product (via royalties); Tribute’s 
product portfolio significantly diversifies its revenue profile. 

 Established marketing platform: Tribute’s marketing platform (sales 
force and distribution) provides access to Canadian marketplace; 
expertise can be leveraged for U.S. promotion. 

 Complimentary product portfolio with cardiovascular focus:  
several of Tribute’s products compliment POZEN’s lead product, 
YOSPRALA™ (a low dose aspirin formulation at NDA stage).  

 Growth financing commitment from leading investors: up to 
US$350mm in financing led by Deerfield via a combination of debt and 
equity provides substantial liquidity for M&A activity. 

 Closing and approvals: the transaction is subject to shareholder 
approval and is anticipated to close in Q4/15. 

 Name change and listing: the combined entity will be named Aralez 
Pharmaceuticals plc and is expected to trade on NASDAQ and TSX.  

Exhibit 1. Transaction Summary 

All dollar amounts stated in millions except per share data 

  

(1) Share price at time of announcement 
(2) Reflects net proceeds from latest financing and full purchase price of Fibricor 
Source: Capital IQ, Company documents 

Share Exchange Ratio 0.1455 : 1 Pro Forma Ownership

Tribute S/O (fully  diluted, mm) 133.3 Shares (mm) %

Shares Issued (mm) 19.4 POZEN 37.5 65.9%

POZEN Share Price (USD)
 (1)

7.55 Tribute 19.4 34.1%

Implied Equity Value (USD) $146.4 56.9 100.0%

Exchange Rate (USD/CAD) $0.80

Implied Equity Value (CAD) $183.0

Net Debt Assumption 
(2)

$13.0

Implied EV $196.0

FY16E FY17E

EBITDA Consensus $7.9 $12.5

Implied EV / EBITDA 24.8x 15.7x
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WHY IS THIS RELEVANT? 

In our opinion Tribute is the closest comparable company to BioSyent based on 
its scale (both in headcount and financial performance), growth profile and 
strategy; RX focuses on building growth through selective in-licensing while 
Tribute takes a hybrid approach (it has been acquiring products lately but has 
also been fostering “growth” assets such as Cambia®). This transaction 
highlights among many things the value of an established marketing platform; 
BioSyent’s sales force (comprised now of ~19 sales and marketing reps) is of a 
similar size to Tribute, and could be of great interest to parties looking for entry 
into the Canadian marketplace. 

Exhibit 2. Peer Comparison 

All dollar amounts stated in CAD millions 

 

(1) 2014A – 2017E period 
(2) Based on Q1/F15A 
Source: Cantor Fitzgerald Canada, Company documents 

COMPARABLE VALUATION 

The wider peer group (see Appendix 1) suggests that BioSyent is trading: (1) more 
in-line with peers using 2016 metrics; and (2) at a material discount using 2017 
metrics. We continue to believe RX deserves to trade at a premium multiple due 
to its superior organic growth profile, debt-free balance sheet, embedded 
operating leverage potential and ability to consistently generate ROE in excess 
of 30%. We are reiterating our Speculative BUY recommendation and 
$13.25 12-month target. Our target price implies 20x F2016E EV/EBITDA 
using our exit (run rate) estimate. 

Market Cap Salesforce Margins 
(2)

CAGR (3-year) 
(1)

EV/EBITDA  2016E 

Company (fully  diluted) EV (headcount) Gross EBITDA Revenue EBITDA 2015 2016 2017 Sales EBITDA

Tribute $200 $213 24 64% 4% 32% nmf 52x 27x 17x $34 $8

BioSyent $109 $103 19 79% 40% 31% 31% 18x 14x 11x $22 $8
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APPENDIX 1: COMPARABLE COMPANIES 

Exhibit 3. Peer Group: Canadian Specialty Pharma 

 

Source: Capital IQ & Cantor Fitzgerald Canada 

 

 

all dollar amounts stated in CAD millions (ex cept per share data)

Share Market YTD EV / EBITDA P/E

Company Name Ticker Price Cap EV Return 2015E 2016E 2017E 2015E 2016E 2017E

Valeant Pharmaceuticals International, Inc.
1

TSX:VRX $288.73 $98,884 $129,595 74% 19x 14x 13x 21x 15x 13x

Concordia Healthcare Corp. 
2

TSX:CXR $91.05 $3,029 $4,349 95% 17x 13x 15x 33x 13x 14x

Knight Therapeutics Inc. TSX:GUD $7.10 $661 $209 3% NM 42x 49x 36x 225x -

Merus Labs International Inc. TSX:MSL $3.23 $327 $390 70% 10x 9x 11x 40x 23x 23x

Cipher Pharmaceuticals Inc. TSX:CPH $11.73 $304 $257 (30% ) 11x 8x 5x 31x 20x 6x

Tribute Pharmaceuticals Canada Inc. 
3

TSXV:TRX $1.50 $200 $213 159% 52x 27x 17x NM 63x 27x

Theratechnologies Inc. TSX:TH $1.32 $81 $77 267% 17x 8x 4x NM 9x 7x

Trimel Pharmaceuticals Corp. TSX:TRL $0.67 $135 $131 (4% ) NM 23x - NM NM -

Mean 79% 21x 18x 16x 32x 53x 15x

Median 72% 17x 13x 13x 33x 20x 13x

BioSyent Inc. TSXV:RX $7.52 $104 $98 (37%) 17x 13x 10x 27x 20x 15x

(1) EPS Estimate is cash EPS

(2) Reflects pro forma balance sheet from Cov is acquisition (and accompany ing debt/equity  issues)

(3) Market cap is on a fully  diluted basis (assuming 133.3 s/o); net debt reflects latest financing and full purchase price of Fibricor
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APPENDIX 2: FINANCIAL MODEL 

Exhibit 4. Summary of Forecasts 

 

Source: Cantor Fitzgerald Canada, Company documents 

 

 

BioSyent Inc. F2012A F2013A F2014A Q1/F15A Q2/F15E Q3/F15E Q4/F15E F2015E F2016E

Year-End Dec 31 (C$M, IFRS) Dec-12 Dec-13 Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Dec-15 Dec-16

Revenue 5.0 7.8 12.2 3.3 4.0 4.7 4.5 16.4 21.8

Gross profit 4.0 6.2 9.5 2.6 3.1 3.5 3.4 12.6 16.3

Gross margin 79% 79% 78% 79% 76% 76% 76% 77% 75%

Selling & marketing 1.2 2.0 3.0 0.7 1.0 1.2 1.1 4.0 5.2

General & administration 1.3 1.7 2.2 0.6 0.7 0.8 0.8 3.0 3.5

EBITDA 1.4 2.5 4.3 1.3 1.3 1.5 1.5 5.6 7.6

EBITDA margin 28% 32% 35% 40% 33% 33% 33% 34% 35%

Net income before tax es 1.4 2.5 4.3 1.3 1.3 1.5 1.5 5.7 7.7

Income tax es (0.1) 0.5 1.2 0.4 0.4 0.4 0.4 1.6 2.1

Net income 1.5 1.9 3.2 1.0 1.0 1.1 1.1 4.1 5.6

EPS (Diluted) $0.11 $0.13 $0.22 $0.07 $0.07 $0.08 $0.07 $0.28 $0.39

Assets

Cash & cash equiv alents 2.3 4.4 8.0 6.7 7.7 8.6 11.7 11.7 17.4

Trade and other receiv ables 0.6 0.6 0.6 1.5 1.8 2.0 1.0 1.0 1.3

Inv entory 0.3 0.5 1.3 1.7 1.8 2.1 1.2 1.2 1.6

Equipment 0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Intangible assets 0.0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

Deferred tax 0.2 0.3 0.2 0.2 0.2 0.2 0.2 0.2 0.2

Total assets 3.7 6.1 10.6 10.9 12.1 13.7 14.8 14.8 21.3

Liabilities + shareholders' equity

Accounts pay able and accrued liabilities 0.7 0.8 2.0 1.6 1.8 2.1 2.0 2.0 2.6

Tax  pay able 0.1 0.5 0.5 0.1 0.2 0.3 0.5 0.5 0.7

Total liabilities 0.8 1.2 2.5 1.7 1.9 2.4 2.5 2.5 3.3

Share capital 7.0 7.1 7.1 7.1 7.1 7.1 7.1 7.1 7.1

Contributed surplus 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3

Retained earnings / (deficit) (4.3) (2.4) 0.7 1.7 2.7 3.8 4.8 4.8 10.4

Net shareholders' equity 2.8 4.9 8.2 9.2 10.2 11.3 12.3 12.3 17.9

Total liabilities + equity 3.7 6.1 10.6 10.9 12.1 13.7 14.8 14.8 21.3

Return on equity (ROE) 54% 40% 39% 42% 38% 40% 34% 33% 31%

Return on assets (ROA) 42% 32% 30% 35% 32% 33% 29% 28% 26%

Net cash prov ided by  operating activ ities 1.2 2.1 3.6 (1.3) 0.9 0.9 3.2 3.8 5.7

Net cash used in inv esting activ ities (0.1) (0.1) (0.1) (0.0) (0.0) (0.0) (0.0) (0.1) (0.0)

Net cash prov ided by  financing activ ities 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Net increase / (decrease) in cash 1.3 2.1 3.6 (1.2) 0.9 0.9 3.2 3.7 5.7
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DISCLAIMERS AND DISCLOSURES 
Disclaimers 

The opinions, estimates and projections contained in this report 
are those of Cantor Fitzgerald Canada Corporation (“CFCC”) as 
of the date hereof and are subject to change without notice. 
CFCC makes every effort to ensure that the contents have been 
compiled or derived from sources believed to be reliable and that 
contain information and opinions that are accurate and complete; 
however, CFCC makes no representation or warranty, express or 
implied, in respect thereof, takes no responsibility for any errors 
and omissions which may be contained herein and accepts no 
liability whatsoever for any loss arising from any use of or reliance 
on this report or its contents. Information may be available to 
CFCC that is not herein. 

This report is provided, for informational purposes only, to 
institutional investor clients of CFCC, and does not constitute an 
offer or solicitation to buy or sell any securities discussed herein 
in any jurisdiction where such offer or solicitation would be 
prohibited. This report is issued and approved for distribution in 
Canada, CFCC, a member of the Investment Industry Regulatory 
Organization of Canada ("IIROC"), the Toronto Stock Exchange 
and the CIPF. This report has not been reviewed or approved by 
Cantor Fitzgerald & Co. (CF & Co.), a member of FINRA. This 
report is intended for distribution in the United States only to 
Major Institutional Investors (as such term is defined in SEC 15a-
6 and Section 15 of the Securities Exchange Act of 1934, as 
amended) and is not intended for the use of any person or entity 
that is not a major institutional investor. Major Institutional 
Investors receiving this report should effect transactions in 
securities discussed in the report through CF & Co. 

Non US Broker Dealer 15a-6 disclosure: This report is being 
distributed by (CF Canada/CF Europe/CF Hong Kong) in the 
United States and is intended for distribution in the United States 
solely to “major U.S. institutional investors” (as such term is 
defined in Rule15a-6 of the U.S. Securities Exchange Act of 1934 
and applicable interpretations relating thereto) and is not intended 
for the use of any person or entity that is not a major institutional 
investor. This material is intended solely for institutional investors 
and investors who Cantor reasonably believes are institutional 
investors. It is prohibited for distribution to non-institutional 
clients including retail clients, private clients and individual 
investors. Major Institutional Investors receiving this report 
should effect transactions in securities discussed in this report 
through CF & Co. This report has been prepared in whole or in 
part by research analysts employed by non-US affiliates of CF & 
Co. that are not registered as broker-dealers in the United States. 
These non-US research analysts are not registered as associated 
persons of CF & Co. and are not licensed or qualified as research 
analysts with FINRA or any other US regulatory authority and, 
accordingly, may not be subject (among other things) to FINRA’s 
restrictions regarding communications by a research analyst with 
a subject company, public appearances by research analysts, and 
trading securities held by a research analyst account. 

Potential conflicts of interest 

The author of this report is compensated based in part on the 
overall revenues of CFCC, a portion of which are generated by 
investment banking activities. CFCC may have had, or seek to 
have, an investment banking relationship with companies 
mentioned in this report. CFCC and/or its officers, directors and 
employees may from time to time acquire, hold or sell securities 
mentioned herein as principal or agent. Although CFCC makes 
every effort possible to avoid conflicts of interest, readers should 
assume that a conflict might exist, and therefore not rely solely on 
this report when evaluating whether or not to buy or sell the 
securities of subject companies. 

Disclosures as of June 9, 2015 

CFCC has not provided investment banking services or received 
investment banking related compensation from BioSyent Inc. 
within the past 12 months.  

The analysts responsible for this research report do not have, either 
directly or indirectly, a long or short position in the shares or 
options of BioSyent Inc.  

The analyst responsible for this report has visited the material 
operations of BioSyent Inc. No payment or reimbursement was 
received for the related travel costs. 

Analyst certification 

The research analyst whose name appears on this report hereby 
certifies that the opinions and recommendations expressed herein 
accurately reflect his personal views about the securities, issuers 
or industries discussed herein. 

Definitions of recommendations 

BUY: The stock is attractively priced relative to the company’s 
fundamentals and we expect it to appreciate significantly from the 
current price over the next 6 to 12 months. 

BUY (Speculative): The stock is attractively priced relative to 
the company’s fundamentals, however investment in the security 
carries a higher degree of risk. 

HOLD: The stock is fairly valued, lacks a near term catalyst, or 
its execution risk is such that we expect it to trade within a 
narrow range of the current price in the next 6 to 12 
months.  The longer term fundamental value of the company may 
be materially higher, but certain milestones/catalysts have yet to 
be fully realized. 

SELL: The stock is overpriced relative to the company’s 
fundamentals, and we expect it to decline from the current price 
over the next 6 to 12 months. 

TENDER: We believe the offer price by the acquirer is fair and 
thus recommend investors tender their shares to the offer. 

UNDER REVIEW: We are temporarily placing our 
recommendation under review until further information is 
disclosed. 

 
Member-Canadian Investor Protection Fund. 

Customers' accounts are protected by the Canadian Investor 
Protection Fund within specified limits. A brochure describing 

the nature and limits of coverage is available upon request. 


