
Direct to consumer marketing is a proven and

effective means of product introduction. It has

translated into sales for products around the globe

for manufacturers everywhere. Conversion Labs

has sold its Shapiro MD product line exclusively

through this channel.

• 2 new product launches slated for 2018 –

Scarology and Purpurex

• iNR Wellness producr line, launched in Q2 ‘18

EQUITY RESEARCH – Conversion Labs, Inc.

August 23, 2018

Arham Khan

(909)996-9609

Conversion Labs, Inc. (OTCQB:CVLB)

Growth

Target Price: $0.35

Investment Thesis 

Healthcare – Drug Manufacturers

Conversion Labs Inc. acquires, manufactures, and

distributes proprietary healthcare products. The company

leverages direct to consumer advertising and markets

products through ecommerce platforms such as Amazon,

Facebook, and Google.
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Catalysts

Conversion Labs reported an EPS of -$0.01, not

uncharacteristic of a young, operation expense

heavy, enterprise. Marketing spend has paid off,

however, translating into 208% YoY top line growth

Potential Return

Q2 2018 Highlights

Conversion Labs presents shareholders

tremendous profit potential with several new

product additions into a proven business model and

execution strategy. The company has the ability to

grow rapidly years into the future. Management has

guided 25 million in top line revenue for next year,

once again seeking triple digit growth.

Security Description

NYSE: AYX



Catalysts – Scarology, Purpurex, iNR Wellness

Scarology and Purpurex will launch in this quarter. Management does not expect to

make any more acquisitions while they work to bring all three products to the

market.

Conversion Labs scaled Shapiro MD from zero to about 1.75 million within three

months. Within its first year, sales from Shapiro MD were greater than 2 million.

Conversion Labs has demonstrated – with Shapiro MD – it can take a new product

with little to no sales and quickly generate revenue

• Management hopes marketing efforts will translate into 1 million in sales each

month for all three of these new products

• Gross margins for all three products will be about 75%, and net margins are 30%,

similar to the Shapiro MD line

• Management has guided 25 million in sales for the entire company in the next

year, which would mark another year of triple digit growth

Conversion Labs Brands

Shapiro MD is a hair product developed for men and women. It holds two patents

and was developed by dermatologists. The product generates nearly 100% of all the

company’s revenues thus far. Currently, Shapiro MD is selling at a run rate of about

12 million, and took less than a year to do so.

• $65 customer acquisition cost

• $145 initial order per customer

• 22.5% of customers subscribe for the product (recurring revenues)

• 20% of non-subscribing customers are recaptured

• Net of fees and marketing expenditure, Conversion Labs pays a 10% royalty on

top line Shapiro MD sales

iNRWellness is a nutritional supplement - containing beta glucan – used for

immune system support. Beta glucan is an over-the-counter supplement used for

aiding cholesterol and blood glucose levels. iNR Wellness has been on market for

Conversion Labs for under two months.

Scarology is another product developed by dermatologists. It is topical solution

used to treat scars and achieve appearance benefits; it is administered by the

patient twice a day, once in the day and once at night.

Purprurex is a treatment for solar purpura. A skin condition which, according to

Conversion Labs, affects about 12% of individuals over the age of 50. Conversion

Labs claims Purpurex is the only treatment available for the condition.

PDF Simpli is a software product used to convert, edit, merge, and split documents

between platforms such as Microsoft Word or Adobe PDF. It also supports

conversion into JPG, PNG, and provides e-signatures for PDFs. Unlike the rest of

Conversion Labs’ products, it is unclear how PDF Simpli will generate return similar

to healthcare products. Thus far, 170 thousand users have created an account, and

over 1.5 terabytes of data has been uploaded.
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Risks to Equity

• As the leading product line and the bulk of all current sales, poor performance with respect to Shapiro

MD will hurt the company.

• Failure to successfully launch a new product line

• Inability to generate profit

• Emergence of strong competition, specifically beta glucan and PDF conversion substitutes

• Marketing and other operating expenses are contingent upon revenues; a drop in revenues may effect

liquidity needs, especially for a growing business such as this one.

• Effectiveness of marketing efforts

• FDA regulation concerning healthcare products

Target Price: $0.35

Guidance

• Conversion Labs guided a revenue of 25 million for next year. This is contingent upon the success of three new

healthcare products, PDF Simpli, and Shapiro MD.

• Gross margins should remain the same or move closer 75%.

• The company expects to be profitable by the end of 2018.

• As a percent of sales, management targets a 40% spend on marketing.

• The company pays 10 - 12% royalty on top line sales for Shapiro MD, iNR Wellness and Scarolgy, net of

marketing expenses and fees incurred.
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Disclosure

The analysis provided is based on financial information and speculation of future performance in statements associated with
this company. All outside sources are perceived to be credible, and the analyst does not take fault for any changes in numerical
or informational accuracy that may result. This report is for informational purposes only and is the opinion of the writers. This
report has no regard for the specific investment needs or objectives of readers. Investors are encouraged to conduct their own
research and come to their own conclusions before making the decision to invest in a company. Sources used in the making of
this report are considered to be accurate.
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Appendix

Income Statement, SEC 10Q Filing August 17, 2018
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Balance Sheet, SEC 10Q Filing August 17, 2018
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Balance Sheet Cont.
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Statement of Cash Flows, SEC 10Q Filing August 17, 2018
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Statement of Cash Flows Cont.


