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son, recently there has been increasing con-

device cannot be used, requiring hospitals to

As investment advisors, we are always screening the global stock markets for opportunities
on behalf of our clients. We define an ‘opportunity’ as a stock currently undervalued or
overlooked by the market for some specific
reason, with upside potential of over 100%.

cern of cross-contamination led by outbreaks.

increase the number of machines and there-

Following the death of patients due to a su-

fore a higher capital deployed in addition

perbug from contaminated medical scopes

to the higher sterilisation and labour costs.

COMPANY DETAILS
Ticker: AMBU B
Current Price: DKK 220
1y Target: DKK 310 (41% upside)
Stop Loss: DKK 196 (11% downside)
Shares Outstanding (M)
Market Capitalization (M)
Enterprise Value (M)
Net Cash / Share
Book Value / Share
Dividend / Yield
P/E
PEG

217
56’100
58’900
0.08
5.89
0.2%
176
3.2

in the US in 2015, the FDA emitted new guidlines on reprocessing medical devices, how-

Ambu

ever, contamination is still occurring (as re-

This is the perfect environment for hospitals to

ported by the American Journal of Infection

switch to single-use devices, which, contrary

Control), and endoscope reprocessing is con-

to the multi-use, are much cheaper, disposable

sidered to be the #2 top health technology

and always available, in addition to not exposing

hazard in 2018 according to the ECRI institute.

patients to any infection risk. In this segment,

The problem with the flexible endoscope is

a Danish company, Ambu A/S (AMBU B) is the

that they are costly to purchase (a single ma-

undiscussed leader, having launched in 2009
the world’s first single-use flexible endoscope.
Initially used for pulmonary endoscopies and

DESCRIPTION

deployed in more than 3’000 hospitals across

Ambu A/S engages in the development, production, and marketing of diagnostic
and
life-supporting
devices for hospitals and rescue services.

the globe, Ambu, which we met during their
latest roadshow, is aiming to expand its use
to to other clinical areas: urology, ENT and GI,

The case

including single-use duodenoscopes, gastro-

Nowadays, if a person is living in one of the

scopes and colonoscopes. Ambu endoscopes

most advanced countries, and is prescribed an

are inexpensive ($300) and single-use, which

endoscopy by their physician, the words “superbug” and “contamination” are usually not
the reason to have such a visit, however, it may
sadly happen that afterwards, once this person receives the diagnosis from the visit, they
may become more familiar with these words.
Believe it or not, this is because the endoscope
which is inserted for the exam is a multi-use
tool, therefore the same endoscope will be used
again on another patient after being sterilised.
We are used to thinking that the sterilisation
process is 100% effective, however, given
the specifications of the tool, this sterilisation
process, to be effective, requires complex,
time consuming and costly procedures which

Source: Ambu Q2 Presentation

can be disposed and solve the problems which
hospitals are facing, such as the need for mul-

chine is about $30’000), reprocess and repair,

tiple expensive devices, labour involved in

they are not always available when needed and

the sterilisation process, which in this case is

their use exposes patients to infections. Fur-

totally absent and, finally, the potential risk of

thermore, hospitals are very concerned due to
potential claims from patients and insurance
companies, however, increasing the resources
for multi-use endoscopes is simply not efficient
due to the need of multiple and costly devices,
the cost of labour involved with the sterilisation
process, and finally the difficulty to get a 100%
sterilised device, even when perfectly following the latest stricter guidances which requires
even longer sterilisation time, during which the

Ambu endoscope sales. Source: Ambu Q2
Presentation
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AMBU stock price - KTS forecast
patients infections and therefore risk for claims.

phase, this is because of the FDA’s concerns

sidering the lower figure) and use a grow-

Ultimately Ambu is experiencing a growth in the

for contamination with multi-use endoscopes,

ing discount factor for either turnover and

segment, which is becoming exponential as hos-

and this should lead to a faster FDA approval

volume growth, resulting in more than dou-

pitals are addressing the issues and switching

for the use of the single-use endoscopes in all

bling the stock price over the next 3 years.

from the multi-use to single-use device models,

other areas where they are not yet used, lead-

The calculation is very conservative, con-

due to lower labour time, sterilisation costs and

ing to an exponential need which should also

sidering that the company foresees that the

capital expenditure to have multiple machines.

translate in exponential sales growth for Ambu.

market would need at least 140 Mln devices

Only
has

from
started

2016

onward

gaining

real

this

process

traction,

and the company would be able to scale pro-

there-

Valuation

ramp-

The

duction up to 4 Mln in the next two to three
in

years (with the plan to further expand produc-

monitor-

tion up to 8 Mln depending on sales), there-

The expectation from the last quarterly re-

ing & diagnostics, anaesthesia and final-

fore sales would increase 5X for 1/3 of total

sults is to reach and pass the target of half a

ly

business).

revenues which would mean at least doubling

million endoscopes sold in the current year,

The first two amount to roughly 2/3 of

total revenues in the next two to three years.

and the company is ready to ramp up the

company’s

en-

We can therefore understand Danske Bank’s

production according to this growth rate,

doscopy amounts for the remaining 1/3.

analysts which have a target price range of

with a factory in Malaysia which is capa-

The company is growing organically at a 15%

DKK1250 to 6250 in the next 5 to 10 years.

ble of producing 4 Mln endoscopes a year.

growth rate with a 60% gross margin, how-

Taking into account that our investment com-

This massive growth will also be lead by the ap-

ever the endoscopy business has quite a

mittee is neutral to negative for the markets

plication of the single-use devices to the other

higher growth rate compared to the other ar-

and the stock is a long term story, having

areas where they are not yet used and in which

eas (43%) and higher margins as well (80%).

reached the top 25 bluechip index in Den-

Ambu is focusing its efforts. In fact, Ambu is

We have a conservative approach in forecast-

mark, we started investing slowly in our bas-

currently working with the FDA for the develop-

ing our target stock price, keeping margins

kets and fund and we are ready to increase

ment of the duodenoscope in a pre qualification

constant across the entire product line (con-

our positions in case of a price correction.

fore
up

sales
as

have

hospitals

just
have

started
started

to

switching.

company

three

business

visualisation

is

mainly
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revenues,

involved

patient

endosopy

whereas

the

AMBU stock price
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Legal Information: This publication is intended for information purposes only and does not constitute an offer or an invitation by, or on behalf of,
KTS Capital Management to make any investments. Opinions and comments reflect the current view of KTS Capital Management and not that one
of a third party. KTS Capital Management assumes no obligation to ensure that other such publications are brought to the attention of any recipient
of this publication. Investments in the asset classes mentioned in this publication may not be suitable for all recipients. This publication has been
prepared without taking into account of the objectives, financial situation or needs of any particular investor. Before entering into a transaction,
the investor should consider the suitability of the transaction to his individual circumstances and objectives. This publication does not constitute
investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or appropriate for individual circumstances, or otherwise constitutes a personal recommendation for any specific investor. KTS Capital Management recommends that investors
assess the specific financial risks as well as legal, regulatory, credit, tax and accounting consequences with a professional advisor. The information
and data herein are obtained from sources believed to be reliable but no guarantee can be made that the information is accurate or complete.

Important disclosures: Client mandates of KTS Capital Management, employees or individuals connected to them, may from time to
time have a position in or hold any of the investments or related investments mentioned in this document. KTS Capital Management is under no obligation to disclose or take account of this document when advising or dealing with or on behalf of customers. The views of
KTS Capital Management reflected in this document may change without notice. In addition, KTS Capital Management may issue other reports that are inconsistent with, and reach different conclusions from, the information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report. To the maximum extent possible at law,
KTS Capital Management does not accept any liability whatsoever arising from the use of the material or information contained herein.
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