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Back to profitability 
Hydrix has released its results for the three months 
ended 31 December 2022 (2Q23). The group recorded a 
22% increase in customer revenues to $3.1m and a 23% 
improvement in net cash used in operating activities of 
$1.3m. Hydrix also released unaudited results for 1HY23, 
recording a 24% increase in customer revenues to $6.4m 
and a 53% improvement in net cash used in group 
operating activities of $1.85m. 

 Core Services business performing well 

The company’s core Services business (Hydrix Services) 
recorded an EBITDA profit of $0.02m for 2Q23, up from 
an $0.37m loss in the prior corresponding period (pcp). 
Unaudited results for 1HY23 depict an EBITDA profit of 
$0.17m, up from a $1.06m loss in the pcp. It closed CY22 
with a sales pipeline >$50m and a client order book of 
$10m. The company has taken steps to accelerate its US 
ambitions including hiring a second business 
development team member.  

Hydrix Medical has its share of highlights too  

2QY23 was also a positive quarter for the company’s 
Medical division (Hydrix Medical), laying the foundation 
for a solid CY23. Most notably, the Guardian 
cardiovascular device was formally launched in 
Singapore at a major industry conference, following 
regulatory approval in August 2022. The company also 
continued to work on towards entering new markets, 
including Australia where it is working with the TGA on 
its regulatory review, and with a Japanese Clinical 
Research Organisation to assist with and develop a 
regulatory and reimbursement pathway to market and 
distribute the Guardian in Japan.  

Updated valuation of $0.166-$0.224 per share 

In our initiation report, published on 23 November 2022, 
we valued Hydrix at $0.153 per share base case and 
$0.205 per share bull case, utilising a Sum of the Parts 
valuation. We update our valuation to take account of 
the company’s unaudited 1HY23 result to $0.166 per 
share base case and $0.224 per share bull case. Key risks 
are outlined on page 6. 
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                                                  A solid quarter for Hydrix Services  
Hydrix’s Appendix 4C for 2Q23 included the following highlights: 

– A 22% increase in customer revenues to $3.1m. 

– A 104% improvement in core Services business EBITDA – a $0.02m profit 
versus an $0.37m loss in the pcp.   

– A 14% increase in customer receipts to $2.88m. 

– A 23% improvement in net cash used in Group operating activities of 
$1.27m.  

This result was due to strong sales growth, an improving fee-rate structure 
and billable utilisation. Hydrix Services is renowned because of its highly 
specialised expertise in Safety Critical Systems and its proven track record for 
medical devices. The company boasts a qualified sales pipeline of >$50m and 
a client order book of $10m.  

Unaudited 1HY23 results also paint a positive picture 

The company also reported unaudited 1HY23 results. These included: 

− A 24% increase in customer revenues to $6.4m versus pcp ($5.1m) 

− A 116% improvement in core Services business EBITDA – a $0.17m profit 
versus a $1.06m loss in the pcp. 

− A 53% improvement in net cash used in operating activities of $1.85m 
versus $3.92m in the pcp. 

These depict that the company’s 2Q23 result was not a ‘one-off’, it represents 
sustained improvement in the company’s performance. It has grown its 
revenue by 15% CAGR since 1HY21. Moreover, EBITDA has improved from -
$2.5m in 2HY21 to $0.2m today (Figure 1).  

 

Figure 1: Continued improvement in Hydrix’s results1  

 

 

Source: Company 

 

Hydrix laid foundations for further growth in CY23, hiring a second business 
development team member in the USA. The company also recently advanced 
a new US medtech client to a second stage development contract in January. 
Once complete, this will bring revenues from that client to $1m, with the 
potential for further stages of work. 

 

 
1 The company’s results exclude revenue received from government COVID-19 support programs. 
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Hydrix Medical and Ventures 
It was also a busy quarter for Hydrix Medical and Hydrix Ventures, particular 
in respect of the Guardian device, which Hydrix Medical distrubtes and Hydrix 
Ventures owns a minority stake in.  

The Guardian device is launched in Singapore 

In August 2022, Hydrix was granted approval by Singapore’s medical regulator 
to market and distribute the Guardian in Singapore. The company formally 
launched the product in Singapore during the quarter, at the European 
Society of Cardiology South-east Asia. The company has also engaged a local 
PR agency that specialises in launch strategies and market awareness for new 
cardiovascular technologies in the region. These moves will drive awareness 
with private-pay patients. The company intends to make an application to the 
Table of Surgical Procedures in the next reimbursement listing in 2025.   

 

More markets to come 

The company has also laid the foundations for eventual commercialisation of 
the Guardian in other countries. In neighbouring Malaysia, where the 
Guardian was approved in June last year, the company continued its search 
for a prospective sub-distributor in the region and is in advanced commercial 
discussions with one particular company.  

The company is also continuing to work on regulatory approval and a pathway 
to market in other countries. Discussions are continuing with Australia’s 
regulator, the Therapeutic Goods Administration (TGA), on its regulatory 
review of the Guardian. The company’s national cardiology partners has 
begun screening for suitable patients to implant the Guardian under special 
access scheme arrangements. If and when The Guardian is approved, this will 
establish the partner as a key customer for market launch in Australia.  

In Japan, the company has engaged a Clinical Research Organisation to assist 
with developing a regulatory and reimbursement pathway to market and 
distribute the Guardian in Japan.  

Hydrix Medical is also looking to other commercial opportunities. The 
company told shareholders that it is actively engaged in commercial 
discussions with several emerging American and European cardiovascular 
technology companies to distribute their products in Australia and South-east 
Asia. Products being evaluated include medical software-as-a-service and 
other highly specialised products used to monitor and diagnose 
cardiovascular diseases and for surgical intervention procedures.  

 

Gynder Surgical made progress too 

One of Hydrix Ventures’ portfolio companies is Gyder Surgical, a privately held 
Melbourne-based company that is working to develop and commercialise a 
novel surgical navigation system to improve alignment in hip replacement 
surgeries. The Gyder system can assist the surgeon to accurately and non-
invasively position the acetabular cup, which is the socket where the 
replacement device needs to be implanted. Subject to milestones, Hydrix can 
earn a 7.5% stake which we valued at $10.3m in our initiation report.  

During 2Q23, Gyder Surgical continued its push for regulatory approval in the 
USA and Australia, assisting the FDA and TGA with its applications. The 

It was also a busy quarter for 

Hydrix Medical and Hydrix 

Ventures, particularly in respect of 

the Guardian device.  
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company hopes that approval and a market launch will occur later this year, 
a move that will create a valuation uplift for Hydrix Ventures.  

  

Updated valuation to $0.166-$0.225 per share 
In our initiation report, published 24 November 2022, we valued Hydrix at 
A$0.153 per share base case and A$0.206 per share bull case. To re-state, we 
used a blended DCF and peer group valuation for the Hydrix Services and 
Hydrix Medical businesses and Hydrix Ventures at $0.047 per share, using a 
SOTP valuation, taking into account all four companies in the portfolio.  

The company’s unaudited 1HY23 result was ahead of our expectations. We 
have updated our model to take into account this result. We have left our 
percentage growth assumptions unchanged, although future results naturally 
increase considering they are based upon growth from FY23.  

Assuming Hydrix’s 1HY23 performance is replicated in 2HY23, this increases 
our base case DCF valuation from $0.081 per share base case to $0.087 and 
our bear case from $0.142 per share to $0.153 per share. Our relative 
valuation, based on an EV/Revenue multiple increases too. Using the same 
5.3x multiple, our peer valuation rises from $0.132 per share base case and 
$0.176 per share bull case to $0.155 per share base case and $0.201 per share 
bull case. We have given equal weighting to derive a value of Hydrix’s Services 
and Medical Business, and we have left the Composite Value of Hydrix 
Venture unchanged at $0.047 per share.  

Our final valuation of the company consequently increases to $0.166 per 
share base case and $0.225 per share bull case, up from $0.153 per share base 
case and $0.206 per share bull case (Figures 2-4).  

 

Figure 2: Weighted average valuation for Hydrix (base) 

Valuation  Weighting (%) Share price (A$) 

DCF 50.0%                      0.087 

Relative valuation 50.0%                    0.151 

Business Value                      0.119 

Hydrix Ventures    0.047 

Composite Value                       0.166                      

Current Price     0.055 

Upside/Downside (%)                     201.2% 

Estimates: Pitt Street Research 

Figure 3: Weighted average valuation for Hydrix (bull) 

Valuation  Weighting (%) Share price (A$) 

DCF 50.0%                      0.155 

Relative valuation 50.0%                    0.201 

Business Value                      0.178 

Hydrix Ventures    0.047 

Composite Value                       0.224                      

Current Price     0.055 

Upside/Downside (%)                     307.3% 

Estimates: Pitt Street Research 

Our valuation increases to 

$0.166 per share base case and 

$0.225 per share bull case. 
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Figure 4: DCF value in A$ cents using various WACCs (base case) 

Sensitivity 

Analysis 

            

WACC 14.5%      

Terminal Growth 

Rate 

2.00%      

Implied Price 

(A$ cents) 

0.087                  

103.58  

10.5% 12.5% 14.5% 16.5% 18.5% 

Change in 

Terminal Growth 

Rate 

0.50% 13.7 10.3 8.0 6.2 4.9 

1.00% 14.3 10.7 8.2 6.4 5.1 

1.50% 15.1 11.1 8.5 6.6 5.2 

2.00% 15.7 11.5 8.7 6.8 5.3 

2.50% 16.6 12.0 9.1 7.0 5.4 

3.00% 17.6 12.6 9.4 7.2 5.6 

3.50% 18.7 13.2 9.8 7.4 5.8 

  

Factors supporting a re-rating of Hydrix 

The Hydrix stock is currently trading below our valuation. We see four factors 
supporting a re-rating: 

– Improved traction outside the home country of Australia; 

– Continued improvement of the company’s financial results; 

– Hydrix securing regulatory approval in more countries, to market and 
distribute its disruptive cardiac medical device technologies;  

– Strong progression across venture companies as they reach key 
commercial inflection stages. 

Risks 

We see the following key risks associated with Hydrix: 

– Regulatory risk: Hydrix requires approval from respective regulators 
across countries to be able to market and distribute Guardian 
cardiovascular devices. There exists a risk of either being denied the 
approval or unexpected delay in receiving. Either of the cases would 
impact the revenue growth prospects. However, we think that the 
fundamental benefit of the device will compel the regulator to not delay 
its commercial launch in their respective countries. 

– Execution risk: There exists a risk that the Guardian device may not 
attract the kind of reimbursement it is looking for. This could be due to 
increased competition from companies offering alternative solutions. 
This will necessitate higher capex into research, sales and marketing. 
Consequently, this may impact the expected profitability trajectory for 
Hydrix. 

– Capital risk: Considering that a lot of companies in the medtech space are 
chasing private capital, there exists a risk of higher cost of capital for 
Hydrix. With inflationary pressure continuing across globe, higher cost of 
capital will reduce the fundamental return for Hydrix’s investors.   

– Market risk: There is the risk that the investee companies in Hydrix 
Ventures suffer a delay in reaching their commercial inflection stage 
(difficulty in raising enough capital, delay in product trials, regulatory 
hurdle etc.). This would impact the valuation proposition for Hydrix.  
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Appendix I – Analyst certification 
Stuart Roberts, lead analyst on this report, has been an equities analyst since 
2002. 

– Stuart obtained a Master of Applied Finance and Investment from the 
Securities Institute of Australia in 2002. Previously, from the Securities 
Institute of Australia, he obtained a Certificate of Financial Markets (1994) 
and a Graduate Diploma in Finance and Investment (1999). 

– Stuart joined Southern Cross Equities as an equities analyst in April 2001. 
From February 2002 to July 2013, his research speciality at Southern Cross 
Equities and its acquirer, Bell Potter Securities, was Healthcare and 
Biotechnology. During this time, he covered a variety of established 
healthcare companies, such as CSL, Cochlear and Resmed, as well as 
numerous emerging companies. Stuart was a Healthcare and 
Biotechnology analyst at Baillieu Holst from October 2013 to January 
2015. 

– After 15 months over 2015–2016 doing Investor Relations for two ASX-
listed cancer drug developers, Stuart founded NDF Research in May 2016 
to provide issuer-sponsored equity research on ASX-listed Life Sciences 
companies. 

– In July 2016, with Marc Kennis, Stuart co-founded Pitt Street Research Pty 
Ltd, which provides issuer-sponsored research on ASX-listed companies 
across the entire market, including Life Sciences companies. 

– Since 2018, Stuart has led Pitt Street Research’s Resources Sector 
franchise, spearheading research on both mining and energy companies. 

 

Nick Sundich is an equities research analyst at Pitt Street Research. 

– Nick obtained a Bachelor of Commerce/Bachelor of Arts from the 
University of Sydney in 2018. He has also completed the CFA Investment 
Foundations program. 

– He joined Pitt Street Research in January 2022. Previously he worked for 
over three years as a financial journalist at Stockhead.  

– While at university, he worked for a handful of corporate advisory firms.  
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