
	  
	  
	  
	  
	  
	  
	  
HALF	  YEAR	  2014	  RESULTS	  
	  

	  
	  
August	  20,	  2014	  	  



2	  

Safe	  Harbor	  Statement	  

This	  communica,on	  contains	  statements	  that	  cons,tute	  “forward-‐looking	  statements”.	  Such	  forward-‐looking	  
statements	  include,	  without	  limita,on,	  statements	  rela,ng	  to	  the	  Company’s	  financial	  condi,on,	  results	  of	  
opera,ons	  and	  business	  and	  certain	  of	  the	  Company’s	  strategic	  plans	  and	  objec,ves.	  Because	  these	  forward-‐
looking	  statements	  are	  subject	  to	  risks	  and	  uncertain,es,	  actual	  future	  results	  may	  differ	  materially	  from	  those	  
expressed	  in	  or	  implied	  by	  the	  statements.	  Many	  of	  these	  risks	  and	  uncertain,es	  relate	  to	  factors	  which	  are	  
beyond	  LifeWatch	  AG’s	  ability	  to	  control	  or	  es,mate	  precisely.	  Examples	  of	  such	  factors	  include	  future	  market	  
condi,ons,	  currency	  fluctua,ons,	  the	  behavior	  of	  other	  market	  par,cipants,	  the	  ac,ons	  of	  governmental	  
regulators	  and	  other	  risk	  factors	  detailed	  in	  LifeWatch	  AG’s	  past	  and	  future	  filings	  and	  reports	  as	  well	  as	  in	  past	  
and	  future	  filings,	  press	  releases,	  reports	  and	  other	  informa,on	  posted	  on	  LifeWatch	  Group	  companies’	  
websites.	  Readers	  are	  cau,oned	  not	  to	  put	  undue	  reliance	  on	  forward-‐looking	  statements,	  which	  speak	  only	  of	  
the	  date	  of	  this	  communica,on.	  LifeWatch	  AG’s	  disclaims	  any	  inten,on	  or	  obliga,on	  to	  update	  and	  revise	  any	  
forward-‐looking	  statements,	  whether	  as	  a	  result	  of	  new	  informa,on,	  future	  events	  or	  otherwise.	  	  
	  
This	  presenta,on	  does	  not	  cons,tute	  an	  offer	  to	  sell	  or	  a	  solicita,on	  to	  purchase	  any	  securi,es	  of	  LifeWatch	  AG.	  
Any	  such	  decision	  must	  not	  be	  made	  on	  the	  basis	  of	  the	  informa,on	  provided	  in	  this	  presenta,on.	  	  
	  
This	  presenta,on	  must	  not	  be	  distributed	  in	  or	  into	  the	  United	  States	  of	  America.	  
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Agenda	  

1.   HY	  2014	  Highlights,	  OperaDonal	  and	  R&D	  Update	  

2.	  	  	  	  	  	  Outlook	  

3.	  	  	  	  	  	  Ques,ons	  &	  Answers	  



•  Volume	  growth	  of	  13.1%	  year-‐on-‐year	  

•  Overall	  sales	  grew	  by	  10.2%	  despite	  8%	  price	  reduc,on	  imposed	  by	  Medicare	  in	  2014	  and	  reached	  	  
USD	  48.12	  million	  in	  1H	  2014	  vs.	  USD	  42.68	  million	  in	  1H	  2013	  

•  Gross	  profit	  margin	  at	  52.1%;	  adjusted	  for	  one-‐,me	  effects	  at	  56%	  

• Market	  share	  gains	  thanks	  to	  strong	  LifeWatch	  franchise	  in	  its	  primary	  (US)	  market	  

•  19	  new	  or	  amended	  contracts	  signed	  for	  Ambulatory	  Cardiac	  Telemetry	  (ACT)	  and	  NiteWatch	  
Home	  Sleep	  Test	  services	  	  

• Well-‐received	  exhibi,on	  at	  Heart	  Rhythm	  Society	  annual	  mee,ng	  in	  San	  Francisco	  in	  May	  

•  Comprehensive	  and	  detailed	  analysis	  of	  LifeWatch’s	  opera,ons	  resulted	  in	  the	  ini,a,on	  and	  
implementa,on	  of	  various	  restructuring	  and	  streamlining	  measures	  

•  Restructuring	  expenses,	  one-‐off	  charges	  and	  reduced	  Medicare	  reimbursement	  affected	  overall	  
profitability,	  resul,ng	  in	  an	  opera,ng	  loss	  of	  USD	  4.13	  million	  and	  a	  net	  loss	  of	  USD	  4.72	  million	  

•  Adjusted	  for	  one-‐off	  charges	  totaling	  USD	  2.97	  million,	  the	  opera,ng	  loss	  comes	  in	  at	  USD	  1.16	  
million	  
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1.	  HY	  2014	  Highlights	  	  



USD	  millions	  
Adjusted**	  
1H	  2014	   1H	  2014	   1H	  2013	   +/-‐	  in	  %	  

Revenues	   48.12	   48.12	   43.68	   +10.2%	  

Gross	  profit	   26.93	   25.09	   25.92	   +7.3%	  **	  

GP	  margin	   56.0%	   52.1%	   59.3%	   	  	  

EBITDA	  (LBITDA)	   1.45	   (1.52)	   4.32	   -‐66.4%	  

EBITDA	  margin	   3.0%	   NA	   9.9%	  

EBIT	  (LBIT)	   (1.16)	   (4.13)	   2.71	   n.m.	  

EBIT	  margin	   NA	   NA	   6.2%	   	  	  

Net	  income	  (loss)	   (1.75)	   (4.72)	   8.88	   n.m.	  

Earnings	  per	  share,	  basic,	  in	  USD	   (0.36)	   0.68	   n.m.	  

Total	  fixed	  assets,	  net	   13.02	   7.76	   	  	  

Total	  assets	   68.54	   69.28	  

Total	  equity	   	  	   34.82	   44.12	  

Equity	  ra,o	   51%	   64%	  

Net	  cash	  flow	   (3.92)	   4.97	   	  	  

Employees	   561	   535	  
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1.	  HY	  2014	  Summary:	  Key	  Figures*	  First	  Half	  2014	  vs.	  First	  Half	  2013	  

	  *	  	  	  Unaudited	  
**	  Adjusted:	  Adjustments	  to	  Gross	  Profit	  amount	  to	  USD	  1.84	  million,	  total	  adjustments	  to	  EBITDA,	  LBIT	  and	  Net	  loss	  USD	  2.97	  million	  



•  Aggressive	  streamlining	  ac,vi,es	  ini,ated	  to	  bear	  fruit	  in	  2H	  2014	  and	  beyond	  

• Measures	  and	  strategies	  already	  implemented:	  
a)	  Restructuring	  and	  redefini,on	  of	  Israeli	  R&D	  opera,on;	  36%	  staff	  reduc,on	  
b)	  Realignment	  of	  US	  sales	  territories	  and	  regions	  to	  improve	  efficiency	  (20%	  sales	  rep.	  reduc,on)	  
	  	  	  	  	  as	  well	  as	  refocusing	  of	  the	  sales	  commission	  plan	  
c)	  Implementa,on	  of	  global	  Governance,	  Risk	  and	  Compliance	  program	  
d)	  Structural	  changes	  including	  realigning	  the	  business	  along	  global	  lines	  
e)	  Establishment	  of	  a	  senior	  management	  leadership	  and	  training	  program	  

•  In	  addi,on,	  the	  financial	  repor,ng	  systems	  are	  being	  updated	  and	  standardized	  	  

•  Vital	  Signs	  Patch	  (VSP)	  –	  a	  poten,ally	  game	  changing	  technology	  –	  “Proof	  of	  Concept”	  studies:	  
-‐	  Pilot	  trial	  at	  Mount	  Sinai	  hospital	  with	  half	  of	  pa,ents	  enrolled	  
-‐	  Pilot	  trial	  at	  Montefiore	  hospital	  to	  commence	  in	  September	  
-‐	  3rd	  pilot	  trial	  in	  prepara,on	  
=>	  Expected	  market	  launch:	  1H	  2015	  post	  510	  (K)	  FDA	  marke,ng	  clearance	  	  
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1.	  HY	  2014	  OperaDonal	  and	  R&D	  update	  



•  Lower	  R&D	  charges	  due	  to	  capitaliza,on	  of	  development	  costs	  for	  VSP	  project	  
o  USD	  0.56	  million	  was	  capitalized;	  without	  this,	  R&D	  would	  have	  been	  8.0%	  of	  sales	  
o  As	  of	  2014,	  par,al	  capitaliza,on	  of	  (sopware)	  development	  costs,	  as	  is	  widely	  done	  in	  the	  industry	  

•  Significantly	  higher	  S&M	  expenses	  at	  25.9%	  of	  sales	  vs.	  21.7%	  in	  1H	  2013	  
o  Newly	  	  recruited	  sales	  reps	  need	  ,me	  to	  be	  fully	  produc,ve	  
o  New	  sales	  commission	  plan	  to	  refocus	  sales	  force	  
o  Going	  forward,	  percentage	  of	  revenue	  ra,o	  is	  expected	  to	  return	  to	  2013	  levels	  

•  Higher	  G&A	  expenses	  at	  26.4%	  of	  sales	  vs.	  23.6%	  in	  1H	  2013	  
o  Higher	  US	  labor	  costs	  
o  Higher	  bad	  debt	  provision,	  higher	  legal	  and	  advisor	  costs,	  some	  of	  which	  are	  non-‐recurring	  
o  FY	  G&A	  ra,o	  expected	  to	  be	  lower	  than	  in	  2013	  

•  “Opera,onal	  Efficiency	  Program”	  ins,gated	  recently	  to	  reduce	  costs	  star,ng	  in	  	  
2H	  2014.	  As	  a	  result	  of	  the	  various	  measures	  taken,	  EBITDA,	  EBIT	  and	  Net	  Income	  are	  
expected	  to	  be	  posi,ve	  during	  2H	  2014	  

7	  

1.	  HY	  2014:	  Review	  of	  OperaDng	  Expenses	  
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Agenda	  

1.  Highlights	  HY	  2014,	  Opera,onal	  and	  R&D	  Update	  

2.	  	  	  	  	  	  Outlook	  

3.	  	  	  	  	  	  Ques,ons	  &	  Answers	  



LifeWatch	  is	  poised	  for	  profitable	  growth	  

•  Financial	  
o  Restructuring	  and	  realignment	  ini,a,ves	  as	  well	  as	  product	  development	  catch-‐up	  will	  impact	  profits	  

in	  2014;	  benefits	  to	  be	  harvested	  in	  2H	  2014	  and	  beyond	  
o  Over	  USD	  7	  million	  allocated	  for	  product	  development	  in	  2014	  	  
o  mHealth	  to	  be	  further	  analyzed	  and	  restructured;	  partner	  to	  be	  sought	  
o  Above	  market	  growth	  envisioned	  

•  Organiza,onal	  
o  Global	  organiza,on	  structure	  in	  place	  =>	  market	  and	  client	  focus	  
o  US	  Sales	  realigned	  and	  sales	  commission	  plan	  refocused	  =>	  more	  focused	  sales	  approach	  

•  Opera,onal	  
o  Opera,ng	  inefficiencies	  con,nue	  to	  be	  further	  addressed	  
o  Costs	  are	  being	  scru,nized	  and	  reduced	  where	  appropriate	  

•  Barring	  unforeseen	  events,	  we	  expect	  to	  exceed	  our	  2014	  revenues	  goal	  of	  USD	  100	  million	  with	  
an	  improvement	  in	  EBIT	  and	  EBITDA.	  	  The	  2014	  fiscal	  year	  is,	  however,	  a	  year	  of	  transi,on.	  
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4.	  Outlook:	  Solid	  Basis	  for	  the	  Future	  



	  
	  
	  
	  
	  
	  
	  
THANK	  YOU	  FOR	  YOUR	  
INTEREST.	  WE	  ARE	  READY	  FOR	  
YOUR	  QUESTIONS.	  
	  
	  
Calendar:	  
Oct	  1,	  2014:	  Presenta,on	  at	  Investora	  Zurich	  2014	  Equity	  Conference	  
Apr	  29,	  2015:	  Ordinary	  AGM	  2014	  
	  


