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Investment Highlights 
 
1)  SeraCare reported promising financial results for their Q4/2011 
(ending December) last week, including revenues of $11.0 million, 
down 17% year-over-year, and a net loss of $830,000 or ($0.04) per 
share as compared with net income of $2.0 million or $0.14 per share 
in the prior year period.  Bottom line results for SeraCare in Q4/2011 
included a one-time charge of $1.4 million for severance and other 
costs; without this charge the Company would have shown a profit of 
approximately $0.03 per share. Our estimates had been revenues of 
$10.9 million for SeraCare for Q4/2011 and a net loss of $400,000 or 
($0.02) per share. We had also factored in one-time charges in our 
estimate, albeit in a lesser amount. The Company did not break-out 
revenues by segment for the quarter, but based on the annual amounts 
we estimate that for the quarter revenues from the larger, corporate-
oriented Diagnostic and Biopharmaceutical Products group increased 
slightly to $8.4 million from $8.3 million. On the other hand, revenues 
from the government-centered BioServices unit fell to $2.6 million in 
Q4/2011 from $4.9 million in the prior year, accounting for the 
decrease in revenues for the Company as a whole, due specifically to 
the loss of a large government contract during the fiscal year.   Gross 
margins stayed steady year-over-year during the quarter at 39%, but 
did improve over the 37% gross margins posted in the previous 
quarter. We estimate that cash flow was positive for the quarter, at 
approximately $1.0 million, and that the Company was able to increase 
its cash position during the quarter to $18.1 million from $17.2 
million. 
 
2)  SeraCare management did not provide specific financial guidance 
for the upcoming 2012 fiscal year, however, we are using results for 
the most recent quarter to initiate projections of $45.7 million in 
revenues for the Company in 2012 and net income of $3.5 million or 
$0.18 per share. Our estimates assume revenue growth of 5% year-
over-year, strictly from the diagnostics and biopharmaceutical 
products group, and gross margins of 38.9%, just slightly above the 
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Current Price $2.84

Price Target $5.00

Estimates F2010A F2011A F2012E
Revenue($000s) $50,380 $43,484 $45,760
1Q December 11,257 10,462 A 11,090 E
2Q March 12,851 11,003 A 11,330 E
3Q June 12,975 11,029 A 11,690 E
4Q September 13,297 10,990 A 11,650 E
Prev. Rev. Estimate ($000s) $43,394 N/A

EPS $0.35 $0.14 $0.18
1Q December 0.07 0.08 A 0.04 E
2Q March 0.11 0.07 A 0.04 E
3Q June 0.07 0.03 A 0.05 E
4Q September 0.11 (0.04) A 0.05 E
Previous EPS Estimate $0.16 N/A
P/E (x) 8.1 20.5 15.7

EBITDA/Share $0.42 $0.32 $0.30
EV/EBITDA (x) 4.5 5.9 6.2
Stock Data
52-Week Range $2.58-$4.97
Shares Outstanding (mil.) 19.0
Market Capitalization (mil.) $54.1
Enterprise Value (mil.) $36.0
Debt to Capital (9/11) 0.1%
Book Value/Share (9/11) $2.08
Price/Book 1.4 x
Average Trading Volume (10-day) 71,500
Insider Ownership 23.6%
Institutional Ownership 34.7%
Short interest 75,600
Dividend / Yield $0.00/0.0%

Price target and ratings changes over the past 3 years:
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38.5% margins earned in fiscal 2011. Our projections also assume a slight increase in S, G &A expense (3% 
year-over-year) and a larger increase in R&D costs (19%) as the Company beefs up its product line for the 
commercial sector. We are also projecting that revenues and earnings per share will gradually ramp-up as fiscal 
2012 progresses, with positive quarterly year-over-year earnings comparisons appearing by third quarter 
(ending June 2012). 
 

3)  On the R&D front, SeraCare was busy during the fourth quarter, launching twelve new products to make 24 
new introductions in the 2011 fiscal year. This number represents a solid increase from the fourteen products 
introduced by the Company in fiscal 2010.  SeraCare also is beginning to see benefits from their new hands-on 
sales and marketing approach, implemented earlier this year with the help of a new VP of Sales and Marketing, 
as fourth quarter product sales showed a year-over-year increase for the first time in fiscal 2011. Finally, even 
though SeraCare has put their acquisition search on hold following the departure of their CEO and VP of 
Business Development this past summer, the Company still has significant financial resources available should 
an acquisition opportunity arise, including over $18 million in cash and $20 million in unused lines of credit.  
 
Conclusion/Stock Valuation 
 
The most recent positive quarterly results represented an important psychological boost for SeraCare’s 
prospects, including a turnaround in quarterly revenue declines at its largest division (diagnostic and 
biopharmaceutical products), and overall profitability before a one-time charge. We are forecasting that 
SeraCare will return to profitability and revenue growth in the coming fiscal year, and combined with a solid 
balance sheet (nearly $1 per share in cash with no debt and over $2 per share in book value), strong R&D, 
advanced manufacturing capabilities and a broad client base, SeraCare shares present an attractive vehicle for 
value-oriented investors. Thus, we are maintaining our Buy rating and 12-18 month price target of $5, equating 
to 2.1X estimated sales for this fiscal year, 27X estimated earnings for this year, and 2.5X book value, while 
still offering new investors significant price appreciation over current levels. 

  

Risk Factors 

In addition to normal economic and market risk factors that impact most equities and the common risks 
shared by SeraCare Life Sciences with other companies in the industry, we believe the primary risks to 
our price target include the following: 

1. Regulatory approvals and oversight — The approval and manufacturing of many of SeraCare’s 
products are regulated by the US FDA and other regulatory agencies, including foreign bodies. In 
addition, the Company operates a clinical laboratory as part of its BioServices business, which is 
regulated by a separate certification process under the federal CLIA statutes. Finally, many of the 
products which SeraCare sells to pharmaceutical and biotechnology companies are used in the 
manufacture of therapeutic products, and are in turn regulated by the FDA. 

2. Government reimbursement and funding — Many of the therapeutic products and diagnostic controls 
manufactured by SeraCare or by its customers are subject to US and international reimbursement rulings 
and could see future markets decline should these requirements change in the future. In addition, the 
Company’s BioServices business is primarily fueled by US Federal government contracts, and could 
decline if later years’ budgets are reduced. 

3. Short history of profitable operations -  The Company has only recently emerged from Chapter 11 
proceedings and re-listed on the NASDAQ exchange, and has a shorter history of successful operations 
than many of its larger competitors.  

4. Management turnover – In the past fiscal year, SeraCare has seen the departure of its CEO, Vice 
President of Sales and Marketing, and Vice President of Business Development, as well as the 
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appointment of a new Chairman of its Board of Directors.  While its former CFO has taken over as 
interim CEO and the Company may search for a new CEO in the near future, the extent of the recent 
management changes may disrupt the Company’s operating performance in the future. 

5. Limited stock liquidity – Trading volume in SeraCare stock is comparatively light at an average of 
71,500 shares per day.  As such, news regarding SeraCare, its target market, and/or competitors could 
lead to significant volatility in the stock price. 
 

 

Catalysts/Investor Timeline 

1) Additional product launches in the infectious disease and genetic disorder controls market – Fiscal 2012 

2) First Quarter 2012 (ending December) financials released – Early February 2012 

3) Appointment of new CEO  – Fiscal 2012  

4) Additional federal agency BioServices contracts signed – 2011-12 

5) Potential product acquisitions/product in-licenses – 2011-12 
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Important Disclosures: 
 
Price Chart: 
 

 
 
Price target and ratings changes over the past 3 years: 
Initiated – BUY - July 27, 2009 – Target $3.00 
November 23, 2009 – Buy - Price Target changed to $5.00   
April 30, 2010 – Buy - Price Target changed to $7.00 
July 29, 2011 – Buy - Price Target changed to $5.00   
 
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 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. 
  
Dawson James has not received investment banking compensation from the company mentioned in this report but may actively 
seeking compensation for investment banking services in the future.  Dawson James does not make a market in this security.  Neither 
the research analyst whose name appears on this report nor any member of his household is an officer, director or advisory board 
member of the company.  Dawson James did not receive any other compensation from the company in the previous 12 months. 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, but the Firm as a whole does not beneficially own 1% or more of any class of common equity securities of the subject 
company. 
 
Ratings definitions: 1) Buy: the stock is expected to appreciate and produce a total return of at least 20% over the next 12-18 
months; 2) Neutral: the stock is fairly valued for the next 12-18 months; and 3) Sell: the stock is expected to decline at least 20% over 
the next 12-18 months and should be sold. 
 

 Company Coverage Investment Banking 
Ratings Distribution # of Companies % of Total # of Companies % of Totals 
Buy 27 84% 8 30% 
Neutral 4 13% 3 75% 
Sell 1 3% 0 0% 
Total 32 100% 11 34% 

 

Information about valuation methods and risks can be found in the “STOCK VALUATION” and 
“RISKS” sections of this report. 
 
DAWSON JAMES SECURITIES, INC., Member SIPC, FINRA, (the "Firm") does not make a market in these securities.  The Firm may perform or seek to perform investment banking services for these 
companies in the future. Analysts receive no direct compensation in connection with the firm's investment banking business. 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. 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 with respect thereto) mentioned herein. Although the statements of fact 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. The Firm may effect transactions as principal or agent in the securities mentioned herein.  The 
securities discussed or recommended 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. 
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