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2 August 2023 
Convatec Group Plc 

Interim Results for the six months ended 30 June 2023 

Accelerating revenue growth and expanding operating margin  
Raising full year guidance 

 

Accelerating organic revenue growth of 6.6%1, broad-based across all four categories: 
 AWC: 8.7%1 with significant growth in ATT2 and strong performance in Global Emerging Markets 
 OC: 3.1%1 driven by 6.5%1 growth in Convatec ostomy products, moderated by Flexi-SealTM phasing 
 CC: 7.6%1 good operating performance supported by higher reimbursement pricing in the US 
 IC: 7.5%1 ongoing strong demand for our innovative infusion sets, as expected 
Reported revenue growth was 1.1% and 2.7% on a constant currency4 basis reduced by the strategic exit of the 
hospital care activities and related industrial sales in 2022 
 
Further expansion of the adjusted operating margin by 70 bps to 20.3%: 
 Improved mix of profitability across and within categories, stronger pricing and increased productivity more 

than offset COGS inflation, resulting in 220bps of gross margin expansion  
 Continued good progress in simplification and productivity, particularly in G&A, was more than offset by 

targeted investments for future growth and inflationary headwinds 
Adjusted operating profit was $214.1m (H1 2022: $204.3m). Reported operating profit was $123.4m (H1 2022: $87.1m) 
 
Further strengthening of competitive position 
 Successfully launching Innovamatrix® and ConvaFoamTM in the US – positive clinical feedback  
 Acquired innovative anti-infective nitric oxide technology platform – potential applications across categories 
 Broadening customers and applications in IC – partnerships with Beta Bionics (iLet insulin pump in the US), 

AbbVie and Mitsubishi Tanabe (Parkinson’s), Medtronic (780G in the US) and Tandem (Mobi in the US)  
 

Raising 2023 guidance to reflect growth across all categories and acceleration in AWC 
 Expect organic revenue growth to be between 6.0-7.5% (previously 5.0-6.5%) and;  
 Adjusted operating profit margin of at least 20.5% on a constant currency basis (previously at least 19.7%)  

 
Karim Bitar, Chief Executive Officer, commented: 
“This performance demonstrates the momentum Convatec is building - revenue growth is accelerating and we 
are expanding our operating margin, despite ongoing investments to drive future growth and the challenging 
inflationary back drop. Given the strength of performance and the encouraging outlook, particularly in AWC, we 
are increasing our guidance for the full year. 

“We remain focused on further strengthening the business as we execute our FISBE 2.0 strategy. We have now 
pivoted to sustainable revenue growth and are expanding our operating margin. We are increasingly confident 
of delivering sustainable future growth and an operating margin in the mid-20s.” 

Key financial highlights 

 Reported results Adjusted3 results 

 H1 2023 H1 2022 Change H1 2023 H1 2022 Change CC Change4 

Revenue $1055m $1045m 1.1% $1055m $1045m 1.1% 2.7% 
Operating profit $123.4 $87.1 41.7% $214.1m $204.3m 4.8% 7.0% 
Operating profit margin 11.7% 8.3% 3.4%pts 20.3% 19.6% 0.7%pts  
Diluted earnings per share 2.7 cents 2.4 cents 12.5% 6.8 cents 6.5 cents 4.6%  
Dividend per share  1.769 1.717 3.0%     

 

 Reported diluted EPS 2.7 cents. Adjusted3 diluted EPS 6.8 cents up 4.6% with higher adjusted net finance 
expense3 offset by lower non-operating and tax expenses    

 Net debt3 increased by $229 million following strategic M&A investments, capex and working capital.  Leverage 
was 2.5x net debt3/adjusted EBITDA3 (FY 2022: 2.1x)  

 Interim dividend of 1.769 cents declared – a 3% increase (H1 2022: 1.717 cents) 
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(1) Organic growth presents period over period growth at constant currency, adjusted for: Triad Life Sciences acquisition (Mar’22) the exit of hospital care and related industrial sales and 
the reconfigured business in Russia (May’22)   
(2) Triad Life Sciences was renamed Advanced Tissue Technologies (ATT) following its acquisition in mid‐March 2022.  It produces products in the Wound Biologics segment, as defined by 
SmartTRAK.  This segment includes skin substitutes, active collagen dressings and topical drug delivery.  ATT began to contribute to the organic growth rate following the anniversary of 
the deal completion.  ATT accounted for 29% of AWC’s organic growth during the first half 
(3) Certain financial measures in this document, including adjusted results above, are not prepared in accordance with International Financial Reporting Standards (IFRS). All adjusted 
measures are reconciled to the most directly comparable measure prepared in accordance with IFRS in the Non‐IFRS Financial Information below (pages 33 to 38)  
(4) Constant currency growth is calculated by applying the applicable prior period average exchange rates to the Group's actual performance in the respective period.  

 

Contacts 
Analysts & Investors Kate Postans, Vice President of Investor Relations & 

Corporate Communications 

Sheebani Chothani, Investor Relations & Corporate 
Communications Manager 

+44 (0) 7826 447807 

 
+44 (0) 7805 011046  

ir@convatec.com 

Media Buchanan: Charles Ryland / Chris Lane  +44 (0)207 466 5000 

 

Investor and analyst presentation  

The results presentation will be held in person at UBS, 5 Broadgate Circle, London, EC2M 2QS at 9am (UK time).  The event will 
be simultaneously webcast and the link can be found here. 

The full text of this announcement and the presentation for the analyst and investors meeting can be found on the ‘Results, 
Reports & Presentations’ page of the Convatec website www.convatecgroup.com/investors/reports. 

About Convatec 

Pioneering trusted medical solutions to improve the lives we touch: Convatec is a global medical products and technologies 
company, focused on solutions for the management of chronic conditions, with leading positions in advanced wound care, 
ostomy care, continence care and infusion care. With around 10,000 colleagues, we provide our products and services in 
almost 100 countries, united by a promise to be forever caring. Our solutions provide a range of benefits, from infection 
prevention and protection of at-risk skin, to improved patient outcomes and reduced care costs. Group revenues in 2022 were 
over $2 billion. The company is a constituent of the FTSE 100 Index (LSE:CTEC). To learn more about Convatec, please visit 
http://www.convatecgroup.com 

Forward Looking Statements 

This document includes certain forward-looking statements with respect to the operations, performance and financial 
condition of the Group.  Forward-looking statements are generally identified by the use of terms such as “believes”, 
“estimates”, “aims”, “anticipates”, “expects”, “intends”, “plans”, “predicts”, “may”, “will”, “could”, “targets”, continues”, or their 
negatives or other similar expressions. These forward-looking statements include all matters that are not historical facts.  

Forward-looking statements are necessarily based upon a number of estimates and assumptions that, while considered 
reasonable by the Company, are inherently subject to significant business, economic and competitive uncertainties and 
contingencies that are difficult to predict and many of which are outside the Group’s control. As such, no assurance can be 
given that such future results, including guidance provided by the Group, will be achieved. Forward-looking statements are 
not guarantees of future performance and such uncertainties and contingencies, including the factors set out in the “Principal 
Risks” section of the Strategic Report in our Annual Report and Accounts, could cause the actual results of operations, 
financial condition and liquidity, and the development of the industry in which the Group operates, to differ materially from 
the position expressed or implied in the forward-looking statements set out in this document. Past performance of the Group 
cannot be relied on as a guide to future performance.  

Forward-looking statements are based only on knowledge and information available to the Group at the date of preparation 
of this document and speak only as at the date of this document. The Group and its directors, officers, employees, agents, 
affiliates and advisers expressly disclaim any obligations to update any forward-looking statements (except to the extent 
required by applicable law or regulation).    
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Operating Review for the six months ended 30 June 2023 
Revenue  

Total Group revenue for the period was $1,055 million. Revenue increased by 1.1% on a reported basis following 
the exit of the hospital care activities and related industrial sales in 2022.  On a constant currency basis revenue 
rose 2.7%.  Adjusting for M&A and business exits (see footnote 1 above) Group revenue rose 6.6% on an organic 
basis.    
 

(5) Relates to residual stock being sold during H1 2023  

Advanced Wound Care revenue of $338 million increased 10.4% on a reported basis or 13.0% on a constant 
currency basis.  On an organic basis revenue rose by 8.7%. This performance was enhanced by Advanced Tissue 
Technologies (ATT), which contributed to organic growth from April.   

The business achieved strong growth in Europe and Global Emerging Markets, especially China, where we 
continued to win market share as we broadened our presence and developed robust relationships with the 
hospitals. Good growth in North America was supported by ATT in the US.  InnovaMatrix® continued to deliver 
strong momentum in the large and rapidly growing wound biologics segment2.  Feedback from clinicians has 
been positive, including for the new InnovaBurn® product.  ConvaFoamTM launched in the US in January and the 
reaction from healthcare professionals has been encouraging. 

Given the strong growth year to date, significant momentum in ATT and the positive response to ConvaFoamTM 
we now expect double digit organic revenue growth for AWC for 2023, and expect the category to deliver high 
single digit growth on an ongoing basis.  

Ostomy Care revenue of $300 million was up 0.7% on a reported basis and increased 3.1% on a constant currency 
basis and organic basis.  

Sales of Convatec ostomy products grew 6.5%.  The business achieved double-digit growth in Global Emerging 
Markets as it continued to win share in key markets such as China and Colombia, supported by its Direct to 
Consumer and high touch service propositions.  There was a good performance in Europe although, as expected, 
further planned declines in non-Convatec product sales via HSG/AmcareTM UK masked this positive performance. 
In North America, new patient starts remained stable and HSG continued to grow referrals with new ostomy 
patients.  Overall, we improved the mix and consequently the margins.  

Growth for the overall category was moderated by the inclusion of Flexi-SealTM this year, our innovative faecal 
management system, which declined 9.3% as it lapped tough Covid comparatives. We expect a recovery in Flexi-
SealTM during the remainder of the year given easing comparatives and the recent sole supplier contract win of 
the HealthTrust GPO.  

Given this expected improvement in Flexi-SealTM coupled with good growth in Convatec ostomy products we 
continue to expect mid-single digit growth for this combined category in 2023. 

Continence Care revenue of $221 million rose 7.3% on a reported basis and 7.6% on a constant currency and 
organic basis.   

A strong operating performance was supported by higher reimbursement pricing in the US this year and 
increasing share of Convatec (Cure Medical and GentleCathTM) products. We made further progress building the 
commercial teams in Europe and are beginning to develop a presence in the Global Emerging Markets. From an 
innovation perspective we are on track to launch our new and improved GentleCathTM Air for Women 2.0 in Q4 
2023 in France.   

Based on the favourable pricing development, we expect mid to high-single digit growth for Continence Care this 
year. 

Infusion Care revenue of $186 million increased 7.2% on a reported basis and 7.5% on a constant currency basis 
and organic basis. This growth was primarily driven by sustained strong demand for our innovative infusion sets 

 Six months ended 30 June  

 H1 2023 

$m 

H1 2022 

$m 

Reported 
growth / 
(decline) 

Foreign 
Exchange 

impact 

Constant 
Currency2 growth / 

(decline) 

Organic4 

growth  

Revenue by Category       

Advanced Wound Care         338  307 10.4% (2.6)% 13.0% 8.7% 

Ostomy Care        300  298 0.7% (2.4)% 3.1% 3.1% 

Continence Care         221  206 7.3% (0.3)% 7.6% 7.6% 

Infusion Care         186  174 7.2% (0.3)% 7.5% 7.5% 

Revenue excluding hospital 
care exit 

1,045 985 6.2% (1.7)%  7.9% 6.6% 

Exit of hospital care and 
related industrial sales 

105 60 (83.5)% n/a n/a n/a 

Total  1,055 1,045 1.1% (1.6)% 2.7% 6.6% 
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for people with diabetes.  It was supported by double digit growth of our neriaTM brand infusion sets, for non-
insulin therapies such as subcutaneous infusion of immunoglobulins (linked to cancer and autoimmune 
diseases) and pain management medications.  We continue to expect Infusion Care to grow high single digits in 
2023 with further progress in H2 given Medtronic’s 780G insulin pump approval in the US, Beta Bionics iLet bionic 
pancreas system launch in the US, AbbVie’s Parkinson’s launch in Japan and preparations for Tandem’s Mobi 
commercial launch.   

We remain confident our Infusion Care business can continue to grow at high single digits on an ongoing basis.  
This is driven by underlying growth in diabetes (~3% p.a.) coupled with the expectation of increased world-wide 
insulin pump penetration (currently only ~5% penetration) as more insulin-intensive patients choose automated 
insulin delivery over multiple daily injections.  Recent data from Seagrove, an expert diabetes market research 
firm, expects durable pumps to grow approximately 8% CAGR between 2023-2028 while patch & hybrid pumps 
are expected to grow approximately 16% CAGR over the same period.  This reflects the importance of choice for 
varying patient needs across the globe such as glycemic control, discretion, convenience and cost.  Our 
confidence is further underpinned by our innovation pipeline with extended wear infusion sets, new durable 
pumps, such as Tandem’s discrete Mobi pump and Beta Bionic’s new iLet pump, and the potential to contribute 
to patch & hybrid pumps.  In addition, we expect double digit growth in areas such as Parkinson’s disease and 
immunoglobulin deficiency. 

Historic revenue data* 

* Provided to reflect revised category definitions announced in March’23 , following the exit of hospital care.   

Reported Revenue $m H1 2021 H2 2021 H1 2022 H2 2022 H1 2023 

Advanced Wound Care  294 298 307 314 338 
Ostomy Care 311 304 298 285 300 
Continence Care 193 211 206 220 221 
Infusion Care  155 162 174 167 186 
Group 953 975 985 986 1045 
Revenue from exit of hospital and 
industrial sales 

55 55 60 42 10 

Total Reported Group 1008 1030 1045 1028 1055 
 

Organic4 growth/(decline) % H1 2021 H2 2021 H1 2022 H2 2022 H1 2023 

Advanced Wound Care  16.3% 3.4% 7.3% 6.3% 8.7% 
Ostomy Care 5.0% (0.8)% 1.2% 2.3% 3.1% 
Continence Care 3.0% 3.1% 4.5% 5.7% 7.6% 
Infusion Care  9.7% 13.3% 13.2% 3.6% 7.5% 
Group 7.4% 3.4% 6.4% 4.7% 6.6% 

 

Executing on our FISBE strategy 

The execution of our FISBE (Focus, Innovate, Simplify, Build, Execute) strategy is progressing well.   

Focus 

- We continued to focus on our top 12 markets, achieving revenue growth of 6.4% on a constant currency 
basis compared to 2.7% globally. The US continues to be our largest market and grew strongly, supported 
by the contribution from ATT.  China, whilst still a small part of the overall group, is a key strategic market 
where we continue to strengthen our position, grow double digit and win market share 

- In July we further strengthened our Home Services Group through the acquisition of A Better Choice 
Medical Supply for $27 million. The US home supplier of urinary catheters, based in Waterford, Michigan 
(near Detroit) will be integrated into our HSG business in the coming months. 

Innovate 

- We continued to invest to strengthen our Technology & Innovation capabilities and advance our pipeline; 
we increased adjusted R&D expenditure by 9.3% to $52 million in H1 (H1 2022: $47 million), equivalent to 
4.9% of sales   

- During H1 we started launching ConvaFoamTM in the US, which is strengthening our competitive position 
in the very large and growing foam segment. Feedback from evaluations has been encouraging, with HCPs 
particularly positive about its exudate and adhesion properties  

- In April, we acquired a highly innovative anti-infective nitric oxide technology platform with a unique 
natural antimicrobial mode of action, backed by compelling scientific and clinical data. Convatec is well 
positioned to commercialise this technology across a variety of medtech device applications starting with 
Advanced Wound Care, with the first product expected to be launched in 2025 

- During the period Beta Bionics launched their new iLet bionic pancreas system and we are partnering as 
sole supplier of the infusion sets 

- We also have four further launches scheduled for H2: 
o Extended Wear Infusion Set in US with Medtronic 780G which has received FDA clearance 
o Infusion set for new Tandem Mobi pump, cleared by the FDA in July  
o AbbVie in Japan, with Europe later this year subject to regulatory approval 
o GentleCathTM Air for Women 2.0 in Q4 in France 
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Simplify 

- As part of our Plant Network Optimisation initiative, we announced our plan to move manufacturing 
operations from the EuroTec facility in Roosendaal, the Netherlands, to our larger and more efficient site 
in Michalovce, Slovakia, which already manufactures similar Ostomy products. The intended move will 
take place in H2’23 and is expected to deliver savings and improved productivity given the more integrated 
position of Slovakia within the network 

- Adjusted G&A reduced to 8.2% of sales (H1 2022: 9.7%), declining 14.9% to $87 million (H1 2022: $102 million) 
as we continued to transition activities to our Global Business Services centres; improve, standardise and  
automate processes, build internal expertise and consolidate our corporate office facilities 

Build 

- Our Pricing Centre of Excellence (CoE), in collaboration with our business units, achieved 110 bps of pricing 
improvement   

- Our Salesforce CoE has continued to roll out the single CRM platform to Global Emerging Markets and is 
driving enhanced salesforce productivity by increasing call rates by 10% and improving targeting   

Execution 

- Through excellent commercial execution we are winning share in the Global Emerging Markets in both 
AWC and OC.  Our sales in GEM continue to grow double digit 

- We made further progress with our Environmental, Social & Governance (ESG) agenda particularly with 
respect to building a business where our people can thrive. We rolled out an executive education series 
to engage our senior leaders in diversity, equity and inclusion practices. In addition, we are on track for 
100% renewable energy across all our manufacturing sites by the end of the year 

Strong financial performance 

Group revenue for the period was $1,055 million. Revenue increased by 1.1% on a reported basis, following the exit 
of the hospital care activities and related industrial sales in 2022.  On a constant currency basis revenue rose 
2.7%.  
 
Adjusted gross profit rose 4.7% to $657 million (H1 2022: $628 million).  Adjusted gross profit margin increased by 
220bps over the prior year with pricing, mix and productivity benefits more than offsetting the ongoing COGS 
inflation.  Reported gross profit was $592 million (H1 2022: $555 million). 

Adjusted operating expenses increased 4.6% year on year on a reported basis.  Higher labour cost inflation and 
additional investment in growth initiatives, such as ATT sales force expansion and R&D investment, was partially 
offset by a 150 bps reduction in G&A.   

Total adjusted operating profit increased by 4.8% to $214 million (H1 2022: $204 million) or 7.0% on a constant 
currency basis.  The adjusted operating profit margin was 20.3% in the first half, an increase of 70 bps versus prior 
year. Reported operating profit was $123 million (H1 2022: $87 million). 

Adjusted diluted EPS was up 4.6% with operating profit growth and a lower adjusted tax and non-operating 
expenses partially offset by higher finance expenses, given market interest rate rises and higher gross debt. 

Reported EPS was up 12.5% reflecting higher reported net profit. 

Cash flow and leverage  

Free cash flow (pre-tax) was $70 million (H1 2022: $89 million) during the period.  The $10 million increase in 
adjusted EBITDA to $262 million (H1 2022: $252 million), $3 million reduction in one-time expenses and $5 million 
lower capital expenditure was largely offset by additional investment in working capital of $124 million (H1 2022: 
$92 million). The increase in working capital principally reflected higher inventory, to build resilience and some 
operational stocking ahead of the EuroTec closure, summer holidays and the new FlexiSealTM GPO contract. In 
addition, there was an increase in receivables due to timing of receipts, particularly in ATT, and sales phasing.  

Adjusted cash conversion (calculated by dividing free cash flow (pre-tax) by adjusted EBITDA) was 26.8% (H1 2022: 
35.5%.)  The decline in the ratio primarily reflected the decision to build inventory and the increase in receivables.  

Free cash to equity was $10 million (H1 2022: $42 million).  The $32 million decline from the prior year period 
principally reflected the lower free cash flow (pre-tax) coupled with higher interest, lease and other expenses. 

The Group continued to invest inorganically – spending $57 million on the acquisition of the innovative nitric oxide 
platform. A further $95 million was paid for the first year performance related earn-out for ATT.  After dividends 
of $88 million, net debt increased by $229m.  

The Group ended the period with gross debt, including IFRS 16 lease liabilities, of $1,465 million (31 December 2022: 
$1,300 million). Offsetting cash of $77 million (31 December 2022: $144 million) and excluding lease liabilities, net 
debt was $1,298 million (31 December 2022: $1,068 million), equivalent to 2.5x adjusted EBITDA (31 December 2022: 
2.1x adjusted EBITDA).  

Dividend 

The Board is declaring a 3% increase in the interim dividend to 1.769 cents per share (H1 2022: 1.717) reflecting 
continued confidence in the future performance of the Group and cash generation. 
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Group 2023 outlook  

We are pleased with the performance we have achieved so far in 2023 and are increasing our full year guidance.   

We now expect full year organic revenue growth to be 6.0-7.5%, given the broad- based growth across all 
categories and acceleration in AWC, primarily driven by ATT.  

Given the strong start to the year with mix, pricing and simplification and productivity benefits , we now expect 
operating margin in 2023 to expand to at least 20.5% on a constant currency basis.   

If current spot rates were to hold for the remainder of the year, the estimated tailwind for FY 2023 revenue would 
be approximately 90bps and the impact on full year adjusted operating margin would be approximately 60 bps 
of FX headwind. 

We expect adjusted net finance expense for the full year to be towards the upper end of the $70-80 million range 
previously provided, given the higher debt following M&A investment and the higher market interest rates.  The 
adjusted book tax rate is expected to be approximately 24%. We still expect Capex of around $120-140 million for 
the full year reflecting the continued growth and automation investments we are making across the Group. We 
expect leverage at year end to be approximately 2.3x, absent any further M&A and taking into account the 
anticipated inventory reduction in the second half.  Overall, at the full year, inventory is expected to be $20-40 
million higher than December 2022.  

We have now pivoted to sustainable revenue growth and are focused on driving margin expansion.  We are 
increasingly confident of delivering sustainable future growth and an operating margin in the mid-20s. 

Principal risks 

The Board reviews and agrees our principal risks on a bi‐annual basis taking account of our risk appetite together 
with our evolving strategy, current business environment and any emerging risks that could impact the business. 
Our system of risk management and internal control continues to develop and updates to the principal risks and 
mitigation plans are made as required in response to changes in our risk landscape. Details of our enterprise risk 
management framework are set out in the Group's 2022 Annual Report and Accounts on pages 88 to 97.  

The Board has reviewed the principal risks as of 30 June 2023, taking into consideration the risks that existed 
during the first six months of 2023 and those that it believes will have an impact on the business over the 
remaining six months of the current financial year. The principal risks have been assessed against the context of 
the global inflationary pressures that are impacting all businesses at present. The overall profile of our risks 
remains consistent with the position presented in the Group's 2022 Annual Report and Accounts. Our principal 
risks are set out below and listed in order of their potential impact on our ability to successfully deliver on our 
strategy:  

 Operational Resilience and Quality;   
 Information Systems, Security and Privacy; 
 Innovation and Regulatory;  
 Customer and Markets;   
 Political and Economic Environment; 
 People; 
 Legal and Compliance;   
 Strategy and change management; 
 Environment and Communities; and, 
 Tax and Treasury.  

The Board assesses the overall risk profile of the Group to ensure it is within our risk appetite. In making this 
assessment the Board considered the continued upward pressure from the macro-economic environment and 
broader risk landscape (including the high levels of inflation, increasing interest rates, ongoing supply chain 
challenges and the continuing impacts of the war in Ukraine) on the business environment and any continued or 
additional impact on the Group's business and principal risks, coupled with the controls and mitigations in place 
to address these challenges. In the main, as our processes and risk mitigations further develop and mature, we 
have continued to manage the challenges facing the wider business landscape and build further resilience into 
our operations. Principal risks continue to be appropriately mitigated and we work to ensure that each risk 
remains within our risk appetite. 
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