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As of April 2, the American Clinical Lab Association (ACLA) indicated that group members have performed 1,093,000 

tests compared to a cumulative total of 27,000 on March 17. On Tuesday last week, U.S. Surgeon General Dr. Jerome 

Adams told a national news reporter that the country has "turned the corner" on coronavirus testing and is collecting 

necessary information about the trajectory of the virus. On an investor call last Friday, Mr. Ronnie Andrews, a molecular 

diagnostic company CEO with 35 years’ experience and past collaborations with Dr. Anthony Fauci, Director of the 

National Institute of Infectious Disease, cited that one step in the resolution of COVID-19 will be the realization of a 

'chasm' between high and low-risk patients. 

Based upon our experience in policy analysis, recent commentary and diagnostic data are clues to suggest the next 

steps to normalcy in the US. For example, The US Center for Disease Control (CDC) is releasing more guidelines for at-

risk patients including data that 80% of COVID deaths are those at over above age 65. In the prestigious journal Lancet, 

"Estimates of the Severity of Coronavirus Disease 2019: A Model-Based Analysis" (March 30, 2020) authors cited a case 

fatality ratio of 0.06% for those below age 30 and 13.4% for those above age 80. As a frame of reference, the CDC 

estimates seasonal flu mortality rates of about 0.1%. 

We believe that US health authorities will, and are, following a process to 1) isolate and contain the disease to ensure 

adequate hospitalization capacity; 2) analyze case data to allow lower-risk segments or regions of the population to 

resume more normal life patterns; 3) safeguard and educate higher risk populations until 'herd immunity' or better 

treatments evolve. We believe we are quickly on our way with the first two steps due to the aforementioned rapid 

increase in US diagnostic capacity. In addition, therapeutic options may increase with over 20 treatments in trials to treat 

symptoms and multiple vaccine clinical trials that could be available in 12-18 months. 

STEP 1: ‘LEVELING THE CURE’ AND 

UNDERSTANDING HOSPITAL ADMINISTRATION 

RATES 

'Leveling the Curve' is a euphemism for containing the 

growth in COVID cases so that local healthcare systems 

can manage patients requiring hospitalization or intensive 

care (ICU). In the United States, a CDC study released on 

March 16 estimates that 12.0% of diagnosed COVID 

patients are hospitalized and 2.9% require ICU. Correlating 

CDC data to hospital capacity, the American Hospital 

Association estimates that the US has 85,000 adult ICU 

beds or 180,000 ventilators, which implies that the US 

could only reach 2.9 to 6.2 million diagnosed COVID 

patients and reach maximum ICU and ventilator capacity 

at a 2.9% ICU admission rate (6.2 million patients assumes 

COVID ICU patients can be on ventilators but not in ICU).  

Many factors could affect these rates such as now-

available earlier diagnosis of at-risk patients to drive faster 

care. Indicators that the U.S. is improving or worsening will 

include hospital capacity information and new diagnostic 

data that could show fewer high-risk COVID cases. For 

example, Oxford epidemiologist Dr. Sunetra Gupta led a 

team of researchers at Oxford in a modeling study which 

suggests that the virus has been invisibly spreading for at 

least a month earlier than suspected in the UK, concluding 

that as many as half of the people in the United Kingdom 

have already been infected by COVID-19. If her model is 

accurate, fewer than one in a thousand who’ve been 

infected with COVID-19 become sick enough to need 

hospitalization (versus CDC data showing 12.0% of 

diagnosed patients), leaving the vast majority showing mild 

or no symptoms. 

 

mailto:https://www.foxnews.com/media/surgeon-general-coronavirus-critical-inflection-point
mailto:https://www.foxnews.com/media/surgeon-general-coronavirus-critical-inflection-point
mailto:https://www.foxnews.com/category/health/infectious-disease/coronavirus


 

WWW.JANNEY.COM  •  © JANNEY MONTGOMERY SCOTT LLC  •  MEMBER: NYSE, FINRA, SIPC 

STEP 2: ANALYZE CASE DATA TO ALLOW 

REGIONS OR POPULATION GROUPS TO RESUME 

NORMAL PATTERNS 

As one indicator that government policy is gaining clarity, 

the CDC is releasing more guidelines for at-risk patients 

including data that 80% of COVID deaths are those at over 

above age 65. In the prestigious Lancet - Infectious 

Disease, "Estimates of the Severity of Coronavirus Disease 

2019: A Model-based Analysis" (March 30, 2020) authors 

cited a case fatality ratio of 0.06% for those below age 30 

and 13.4% for those above age 80. As a frame of 

reference, the CDC estimates seasonal flu mortality rates of 

about 0.1%. For example, epidemiologist Neil Ferguson, 

who created the highly-cited Imperial College London 

coronavirus model, which has been cited by national news 

organizations and instrumental in governmental policy 

decision-making, offered a massive revision to his model 

on March 25. Previously, Ferguson’s model projected 2.2 

million deaths in the United States and 500,000 in the U.K. 

from COVID-19 if no action were taken to slow the virus 

and "flatten the curve". Now, the epidemiologist's model 

suggests 20,000 or far fewer people will die in the U.K. 

from the virus itself and those with comorbidities. Case 

data could also be supported by diagnostic tests that 

would show contagious or previously infected but 

recovered persons. 

STEP 3: SAFEGUARD AND EDUCATE HIGHER RISK 

POPULATIONS UNTIL 'HERD IMMUNITY' OR 

NEW TREATMENTS EVOLVE 

Approximately 60% of a population must be infected and 

recovered by disease to achieve a declining rate of 

infection and achieve 'herd immunity'. The most likely mid 

to long-term scenario is that higher-risk populations may 

continue self-isolation, practice CDC safety guidelines and 

obtain better care such as improved sterilization practices 

for care-givers in senior care centers.  

COVID-19 DIAGNOSTICS ENABLING THE GLOBAL 

RECOVERY: 

To date, the FDA, under Emergency Use Authorization, has 

approved 25 molecular diagnostic tests for the detection 

of SARS-CoV-2, the virus responsible for COVID-19. Most 

are predicated on the detection of SARS-CoV-2 RNA using 

PCR technology that requires capacity-constrained 

personnel and equipment. However, recent 

announcements by Abbot Labs (ABT-NR) and Cepheid 

(DHR-Buy) have overcome this challenge through the 

development of COVID-19 assays for their Point-of-Care 

platforms, ID Now and GeneXpert, respectively. These tests 

accelerate diagnosis (45 minutes Cepheid/13 minutes ID 

Now) and treatment, but require detection of SARS-CoV-2 

DNA/RNA.  

Recently, we have seen an increased focus on the 

development of "serology" or antibody-based tests. While 

companies are required to validate the tests, they are not 

required to be approved by the FDA as they are less 

"technologically complex" than their PCR counterparts and 

cannot be used as the sole method of testing. On April 1, 

Henry Schein (HSIC-NR) announced that it will serve as the 

exclusive distributor for a second point-of-care rapid 

antibody test kit in partnership with Becton Dickinson 

(BDX-NR) and BioMedomics (Private). The FDA recently 

approved the first antibody-based COVID-19 test from 

Cellex (Private).  

THIS NEXT WAVE OF DIAGNOSTICS WILL DRIVE 

BETTER DATA AND IMPROVED GOVERNMENT 

POLICY: 

The next wave of diagnostics tests, serology/antibody-

based, will drive better data around the true infection  

rate, population risk, and ultimately mortality rate.  

Current testing methodology (i.e., PCR) is predicated on 

the detection of SARS-CoV-2 RNA/DNA in nose or throat 

swabs, whereas serology tests use a patient's blood 

sample to detect the immune system's response to 

infection. PCR based tests are only useful for measuring 

"active" infection, meaning the virus needs to be present  

in a patient sample to provide an accurate read-out. 

In essence, these tests are not useful for patients who are 

either asymptomatic or experienced mild symptoms, did 

not require hospitalization, and ultimately overcame the 

virus.  

On the other hand, serology or antibody-based tests 

overcome this challenge as they do not require viral 

DNA/RNA to be present as they measure infection based 

on the presence of IgM (first responders)/IgG (longer-

term) antibodies which fight against infection. The 

proliferation of these antibody-based tests will enable a 

more accurate reflection of the number of people infected 

by SARS-CoV-2, potentially driving down the disparity in 

mortality rates, ease social distancing and measure for 

those with immunity, and help drive vaccine development 

as immunity is more clearly understood. 47 companies 

have notified the FDA of their intention to manufacture 

and sell these tests (link). 

mailto:https://www.fda.gov/medical-devices/emergency-situations-medical-devices/faqs-diagnostic-testing-sars-cov-2
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THERAPUTIC AND VACCINE DEVELOPMENT 

PROGRESSING:  

The novelty of the viral outbreak leaves the medical 

community limited in terms of treatment strategies as 

there are currently no therapeutics for COVID-19. On 

March 18, an industry trade publication, Genetic 

Engineering & Biotechnology News, noted there were 

approximately 60 therapeutics in development ranging 

from pre-clinical to commercial and across all modalities 

(small molecule, vaccine, mAbs, cell therapy). With no 

approved therapies and understanding the time frame of 

clinical trial read-outs, the FDA approved convalescent 

serum therapy to treat COVID-19 patients on March 28.  

Convalescent serum therapy uses "antibody-rich" plasma 

taken from recovered COVID-19 patients and is transfused 

into sick patients, it was reported that Houston Methodist 

became the first medical center to use this treatment in 

two patients. On April 2, leveraging expertise from the 

SARS and MERS outbreaks, the University of Pittsburgh 

took a quantum leap in a vaccine development when it 

noted its "fingertip-patch" vaccine enabled mice to 

generate enough antibodies to fight the infection within 

two weeks. They plan to file an Investigational New Drug 

application and begin human clinical trials in a few months.  

THE TIMING FOR BETTER UNDERSTANDING RISK 

IS DEVELOPING: 

The White House issued a "15 Days to Slow the Spread" 

bulletin on March 16 and has since guided to stay-at-home 

policies through April 30. We expect that the data 

generated from diagnostic and clinical information will be 

exponential in that time and be the precursor for 'Step 2' 

or the opening of work and social restrictions for certain 

population groups.  

WHO IS AT THE FRONT LINE OF DIAGNOSTIC 

TECHNOLOGY AND INFORMATION GATHERING?  

In addition to Abbott (ABT-NR), Henery Schein (HSICNR) 

and others, we cover Thermo Fisher (TMO-Buy) who has 

asked for expedited approval to acquire Qiagen (QGEN-

Not Followed). Qiagen is a key test kit provider for qPCR 

testing while our other diagnostic tool and test vendors 

include Perkin Elmer (PKI-Neutral) and Danaher (DHR-Buy) 

through its Cepheid subsidiary. 

 

 

LIFE SCIENCE TECHNOLOGY, BIOPRODUCTION, AND DIAGNOSTICS 

Non-GAAP Estimates 

Non-Calendar FY - Agilent (October); Bio-Techne (June); Brooks Automation (September); Mesa Labs (March); Neogen (May) 
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IMPORTANT DISCLOSURES 

Research Analyst Certification 

I, Paul Knight, the Primarily Responsible Analyst for this research report, hereby certify that all of the views expressed in this research report accurately 

reflect my personal views about any and all of the subject securities or issuers. No part of my compensation was, is, or will be, directly or indirectly, 

related to the specific recommendations or views I expressed in this research report. 

 

Janney Montgomery Scott LLC ("Janney") Equity Research Disclosure Legend 

Individual disclosures for the companies mentioned in this report can be obtained by accessing our Firm’s Disclosure Site. 

 

Definition of Ratings 

BUY: Janney expects that the subject company will appreciate in value. Additionally, we expect that the subject company will outperform comparable 

companies within its sector. 

NEUTRAL: Janney believes that the subject company is fairly valued and will perform in line with comparable companies within its sector. Investors may 

add to current positions on short-term weakness and sell on strength as the valuations or fundamentals become more or less attractive. 

SELL: Janney expects that the subject company will likely decline in value and will underperform comparable companies within its sector. 

Janney Montgomery Scott Ratings Distribution as of 3/31/2020 

    IB Serv./Past 12 Mos.* 

Rating Count Percent Count Percent 

BUY [B] 169 51.84 35 20.71 

NEUTRAL [N] 156 47.85 22 14.10 

SELL [S] 1 0.31 0 0.00 

 

*Percentages of each rating category where Janney has performed Investment Banking services over the past 12 months. 

 

OTHER DISCLOSURES 

Janney Montgomery Scott LLC, is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the New York 

Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp. 

This report is for your information only and is not an offer to sell or a solicitation of an offer to buy the securities or instruments named or described in 

this report. Interested parties are advised to contact the entity with which they deal or the entity that provided this report to them, should they desire 

further information. The information in this report has been obtained or derived from sources believed by Janney Montgomery Scott LLC, to be 

reliable. Janney Montgomery Scott LLC, however, does not represent that this information is accurate or complete. Any opinions or estimates 

contained in this report represent the judgment of Janney Montgomery Scott LLC at this time and are subject to change without notice. 

Investment opinions are based on each stock's 6-12 month return potential. Our ratings are not based on formal price targets, however, our analysts 

will discuss fair value and/or target price ranges in research reports. Decisions to buy or sell a stock should be based on the investor's investment 

objectives and risk tolerance and should not rely solely on the rating. Investors should read carefully the entire research report, which provides a more 

complete discussion of the analyst's views. Supporting information related to the recommendation, if any, made in the research report is available 

upon request. 
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