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Investment Highlights 

 
1)  Enzo Biochem reported very strong financial results for their 

Q2/2016 (January) quarter, including revenues of $24.6 million, up 

6% year-over-year, and net income of $6.8 million, or $0.15 per share, 

as compared to a net loss of $4.1 million or ($0.09) per share in the 

same period one year ago. Revenue growth was led by a 19% increase 

at Enzo Clinical Labs, to $17.5 million, or 71% of total revenues, offset 

by declines in life science product sales and royalty and license fees. 

Bottom line results for Enzo in Q2 were aided by improved gross 

margins to 44.0% from 43.4% in the past year, as well as a gain on a 

litigation settlement of $11.7 million this year, offset to a small extent 

by one-time charges to deal with a non-successful proxy contest.  An 

expanding number of MDx test offerings as well as new clients led to 

growth for Enzo Clinical labs, while industry-wide weak demand due 

to reduced government funding as well as unfavorable foreign currency 

factors were the culprits in a 15% decline in Enzo Life Sciences 

revenues this year.  Non-GAAP earnings per share, after one-time 

charges and settlements, improved to a loss of ($0.07) per share in 

Q2/2016 from a loss of ($0.09) per share in Q2/2015. Legal settlements 

helped increase cash on hand to $37.0 million at the end of the second 

quarter, up from $18.1 million at the start of the fiscal year. 

 

2) Enzo management did not provide specific financial guidance 

going forward, and thus we are adjusting our previous estimates 

for the upcoming third quarter (April) and fiscal 2016E (ending 

July), primarily due to lower revenues from the life science products 

group. For the upcoming Q3/2016E quarter (ending April), we are 

estimating that Enzo will post $24.5 million in revenues, up 2% year-

over-year, primarily due to increased clinical laboratory service 

revenues, with a net loss of $3.2 million, or ($0.07) per share, as 

compared with similar bottom-results of a net loss of $2.9 million, or 

($0.06) in the previous year period.   For the 2016E fiscal year, we are 

estimating that Enzo will post revenues of $100.1 million, or 3% above 

fiscal 2015, and net income of $4.6 million or $0.10 per share. While 
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the Company is forecast to burn approximately $4-$6 million in cash from operations over the remaining two 

quarters of this fiscal year, Enzo has plenty of cash on hand to fund these projected losses. In addition, our 

estimates do not assume any additional litigation settlements accruing for this year, despite the recent successes 

in this area and eight of the original eleven similar patent cases remaining in litigation.  
 

3) Simultaneously with its Q2 earnings release, Enzo also announced that the Company has submitted a 

validation package for its newest AmpiProbe based assay – for the detection and identification of the most 

common species of Candida yeast fungus – to the reference New York State Department of Health.   The 

Candida assay, deemed AmpiProbe Candidiasis, is expected to be the first in a panel of tests aimed at the women’s 

infectious disease market, and employs Enzo’s integrated life science and clinical lab services capabilities. The 

Candida test market is estimated at 10 million per year, with a high rate of occurrence for individuals prone to the 

skin infection, and Enzo’s proprietary test needs only a single vaginal swab from the patient, saving time and 

labor costs for health service providers.   The Candida validation package is the second complete validation 

completed for AmpiProbe and the third submission in the last twelve months, and is expected to be part of a more 

extensive line of lower cost diagnostic assays – reflecting steadily declining reimbursement rates for diagnostic 

tests. Further down the road, Enzo is targeting marketing clearance for additional AmpiProbe-based assays for its 

product portfolio, particularly in the women’s health area related to distinguishing characteristics of tumors by 

using biopsy specimens. 

 

 

Conclusion/Stock Valuation 
 

Enzo Biochem shares have held steady this spring, reflecting strong recent quarterly results and positive R&D 

progress despite an uncertain reimbursement environment for molecular diagnostics. Still, with a strong balance 

sheet, revenue growth in its largest business group - clinical lab services, deep product pipeline in the molecular 

diagnostics area, and several upcoming catalysts, these shares continue to trade at a discount to other, more well-

known stocks in related areas, and thus we are maintaining our BUY rating on ENZ shares with a 12-18 month 

price target of $7.50 per share. (For full explanation of our stock valuation methodology, please see our Initiation 

Report dated February 9, 2016) 

 

Risk Factors 

 

In addition to normal economic and market risk factors that impact most equities and the common risks 

shared by Enzo Biochem with other companies in the industry, we believe an investment in ENZ involves 

the following risks: 

 FDA and regulatory risks – Enzo is subject to regulatory review for its ongoing research and 

development activities, as well as laboratory facilities, principally with the US Food and Drug 

Administration but also potentially with other international regulatory agencies as well.    

 Need to defend patents, trade secrets and other intellectual property – At present, ENZ holds 245 

patents relating to its products, methods and procedures for several core technology platforms.  The 

Company may need to defend its intellectual property in the US and overseas in the future, particularly in 

reference to ongoing patent litigation activity.     

 Need to raise additional capital - Currently, ENZ has enough cash on hand to fund ongoing research and 

development programs, ongoing patent litigation, and product commercialization activities for several 

years, approximately. However, the Company does not have a history of profitable operations and 

unforeseen events including potential delays in product sales, clinical programs and regulatory approvals 

could require ENZ to raise additional capital through the sale of equity, therefore potentially diluting 

current shareholders.  
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 Limited stock liquidity – Trading volume in ENZ has been comparatively light compared to other stocks 

in its industry, and as such, news regarding ENZ, its target market, partners and/or competitors could lead 

to significant volatility in the stock price.  

 Competitive Markets – The Company competes in its target molecular diagnostic and clinical laboratory 

markets with a number of other manufacturers, marketers and service companies, some of which represent 

much larger companies. There can be no assurance that the Company will be able to successfully launch 

new products into these competitive markets in the future.  
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Source: Dawson James Securities, Inc. estimates; Company documents
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Important Disclosures: 

 

Price Chart: 

 

 
 

 
Price target and ratings changes over the past 3 years: 
Initiated – February 9, 2016 – Price Target $7.50  
 

Dawson James Securities, Inc. (the “Firm”) is a member of the Financial Industry Regulatory Authority (“FINRA”) and the 
Securities Investor Protection Corporation (“SIPC”).   

 
The Firm does not make a market in the securities of the profiled company.  The Firm has not received investment 
banking compensation from this company (ENZ) in the past but may seek compensation for investment banking services 
in the future.  The Firm has not received any other compensation from the profiled company in the last 12 months. 
 
Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer, 
director or advisory board member of these companies.  The Firm and/or its directors and employees may own securities 
of the company(s) in this report and may increase or decrease holdings in the future.  As of February 29, 2016, the firm as 
a whole, however, did not beneficially own 1% or more of any class of common equity securities of the subject company. 

 
The Firm, its officers, directors, analysts or employees may effect transactions in and have long or short positions in the 
securities (or options or warrants related to those securities) of the companies subject to this report.  The Firm may effect 
transactions as principal or agent in those securities.   

 
Analysts receive no direct compensation in connection with the Firm's investment banking business.  All Firm employees, 
including the analyst(s) responsible for preparing this report, may be eligible to receive non-product or service specific 
monetary bonus compensation that is based upon various factors, including total revenues of the Firm and its affiliates as 
well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation 
generated by investment banking activities, including but not limited to shares of stock and/or warrants, which may or may 
not include the securities referenced in this report.  
 
Although the statements in this report have been obtained from and are based upon recognized statistical services, issuer 

reports or communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy.  All 
opinions and estimates included in this report constitute the analyst’s judgment as of the date of this report and are 
subject to change without notice. 

 

Information about valuation methods and risks can be found in the “STOCK VALUATION” and 
“RISK FACTORS” sections of this report. 
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The securities of the company discussed in this report may be unsuitable for investors depending on their specific 
investment objectives and financial position.  This report is offered for informational purposes only, and does not 
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such would be 
prohibited.  Additional information is available upon request. 

 
Ratings Definitions: 

 
1)   Buy:  the analyst believes the price of the stock will appreciate and produce a total return 

of at least 20% over the next 12-18 months; 
2)  Neutral: the analyst believes the price of the stock is fairly valued for the next 12-18 

months; 
3) Sell: the analyst believes the price of the stock will decline by at least 20% over the next 

12-18 months and should be sold. 

 
The following chart reflects the range of current research report ratings for all companies followed by the analysts of the 
Firm.  The chart also reflects the research report ratings relating to those companies for which the Firm has performed 
investment banking services. 
 

 

 
Analyst Certification: 

 
The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report 
accurately reflect his (their) personal views about any and all of the subject securities or issuers discussed;  and 2) no part 
of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or 
views expressed by the research analyst in this research report; and 3) all Dawson James employees, including the 
analyst(s) responsible for preparing this research report, may be eligible to receive non-product or service specific 
monetary bonus compensation that is based upon various factors, including total revenues of Dawson James and its 
affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the 
compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants, 
which may or may not include the securities referenced in this report. 
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