
 

 

Avacta 
 

Diagnostics M&A-led growth strategy is ready to Launch 18 October 2022 

▪ Avacta intends to acquire Launch Diagnostics, an in-vitro diagnostics 

(IVD) distributor based in the UK for £24m in cash, plus a potential 

future performance based earn-out, capped at £13m, payable if there is 

a recovery in future COVID test revenues above an agreed base level. 

The acquisition will be financed by a £7m placing at 95p per share, an 

open offer of up to £2m, and a convertible bond of £55m (due 2027 at a 

25% conversion premium to the offer price, and with a 6.5% annual 

coupon payable quarterly in cash or shares). The deal, expected to close 

on 21 October, is contingent on securing >£45m in convertible bonds. 

▪ Launch Diagnostics is a UK based, profitable, privately held, independent 

distributor that was established in 1990. It supplies diagnostic reagents 

and instrumentation from global manufacturers to public and private 

healthcare systems for pathology applications, predominantly to the 

NHS in the UK, with a smaller presence in Belgium, Luxembourg, and 

France. Revenues in 2021 were £32.8m, with 73% from the UK. Gross 

margin has been consistent at c 44-50% since FY19. FY21 adjusted 

EBITDA was £8.5m with a Profit Before Tax of £9.4m.  

▪ Launch Diagnostics’ revenues have benefitted from COVID-19, with this 

impact diminishing rapidly to a sustainable base level related to 

symptomatic hospital testing. Non-COVID FY21 sales were £14.2m and 

are expected to recover to pre-pandemic levels (FY19: £18.5m) as 

customers return to typical ordering patterns. Customer contracts are 

relatively ‘sticky’, lasting 3-5 years with 95% repeat business. 

▪ Avacta’s Diagnostics Division is focused on in-house development to 

build a broad IVD product portfolio for consumer and professional use 

while also pursuing a M&A led growth strategy to help scale this and 

create a profitable diagnostics business longer-term. Avacta’s ambitions 

across decentralised testing target four key areas: respiratory infections, 

cardiovascular disease, cancer, and general health and well-being. 

Through focused M&A, such as with Launch Diagnostics, Avacta could 

expand its product range, geographical reach, and leverage potential 

cross-selling opportunities. 
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Company description: 

Avacta owns two novel technology 

platforms: Affimer and pre|CISION. 

Affimer proteins are antibody mimetics 

being developed as diagnostic reagents 

and oncology therapeutics. pre|CISION, 

the most advanced, improves potency 

and reduces toxicity of cancer drugs by 

only activating them inside the tumour. 

Success in clinical trials would be 

transformative for Avacta. 

Trinity Delta view:  The acquisition of Launch Diagnostics, at an undemanding 

1.35x sales multiple (based on an 80% discount to COVID revenues), is the first 

step in Avacta’s M&A-led growth strategy for its Diagnostics Division. Launch 

Diagnostics will provide Avacta with a commercial infrastructure in the UK and 

some EU markets, to which complementary products could be added either 

organically through in-house development or sought externally. The latter 

potentially provides the opportunity for Avacta to leverage its internal expertise 

and platform technologies to optimise performance and economics. The 

proposed up to £64m gross financing would provide the balance sheet flexibility 

to explore such opportunities. As usual, we suspend our valuation and forecasts 

until deal completion.  
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Disclaimer 

Trinity Delta Research Limited ("TDRL"; firm reference number:  725161), which trades as Trinity Delta, is an appointed representative of 
Equity Development Limited ("ED"). The contents of this report, which has been prepared by and is the sole responsibility of TDRL, have 
been reviewed, but not independently verified, by ED which is authorised and regulated by the FCA, and whose reference number is 
185325.  

ED is acting for TDRL and not for any other person and will not be responsible for providing the protections provided to clients of TDRL 
nor for advising any other person in connection with the contents of this report and, except to the extent required by applicable law, 
including the rules of the FCA, owes no duty of care to any other such person. No reliance may be placed on ED for advice or 
recommendations with respect to the contents of this report and, to the extent it may do so under applicable law, ED makes no 
representation or warranty to the persons reading this report with regards to the information contained in it. 

In the preparation of this report TDRL has used publicly available sources and taken reasonable efforts to ensure that the facts stated 
herein are clear, fair and not misleading, but make no guarantee or warranty as to the accuracy or completeness of the information or 
opinions contained herein, nor to provide updates should fresh information become available or opinions change.  

Any person who is not a relevant person under section of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom 
should not act or rely on this document or any of its contents.  Research on its client companies produced by TDRL is normally commissioned 
and paid for by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as defined by the 
FCA, but is ‘objective’ in that the authors are stating their own opinions.  The report should be considered a marketing communication for 
purposes of the FCA rules. It has not been prepared in accordance with legal requirements designed to promote the independence of 
investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. TDRL does not 
hold any positions in any of the companies mentioned in the report, although directors, employees or consultants of TDRL may hold 
positions in the companies mentioned. TDRL does impose restrictions on personal dealings. TDRL might also provide services to companies 
mentioned or solicit business from them. 

This report is being provided to relevant persons to provide background information about the subject matter of the note. This document 
does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or solicitation of, or invitation to 
make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form the basis of, or be relied 
on in connection with, any contract or commitment whatsoever. The information that we provide is not intended to be, and should not in 
any manner whatsoever be, construed as personalised advice. Self-certification by investors can be completed free of charge at 
www.fisma.org. TDRL, its affiliates, officers, directors and employees, and ED will not be liable for any loss or damage arising from any use 
of this document, to the maximum extent that the law permits. 

Copyright 2022 Trinity Delta Research Limited. All rights reserved. 

 

More information is available on our website:  www.trinitydelta.org 
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