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KEY STATS  

Ticker EPISB.ST 
 Market Small Cap 
 
 
 

Share Price (SEK) 2.2 
 Market Cap (MSEK) 200 
 Net Debt 20E (MSEK) -19 
 Free Float 78 % 
 
 

Avg. daily volume (‘000) 2.7 
 

BEAR BASE BULL 
1.0 
 

2.9 
 

6.0 
 

KEY FINANCIALS (SEKm) 
 
 
 

2017 2018 2019E 2020E 2021E 2022E 
Net sales 2 4 6 9 15 27 
EBITDA -57 -53 -62 -76 -61 -58 
EBIT -61 -58 -69 -82 -67 -64 
EPS (adj.) 
 

2017 2018 2019E 2020E 2021E 2022E EPS (adj.) -2.0 -1.8 -0.8 -0.5 -0.4 -0.4 
EV/Sales -28.6 -6.4 35.6 22.3 18.5 12.4 
EV/EBITDA 1.3 0.5 -3.2 -2.7 -4.5 -5.9 
EV/EBIT 1.2 0.4 -2.9 -2.5 -4.1 -5.3 
P/E 0.0 0.0 -3.1 -4.8 -5.7 -6.1 
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Episurf Medical

Episurf Medical: High activity under the (re-)surface 
In view of the company’s robust clinical pipeline, continuously increased user base in Europe, 

and potential regulatory progress towards the US market, we see scope for high operational 

activity. But reversing 2019’s poor share performance hinges on putting sustainable funding 

in place that is better aligned with the long-term strategy. 

 

US progress & clinical data key 

In the current year we look for Episurf to achieve concrete milestones along the regulatory 

pathway to the US. We also want to see clinical evidence from scientific publications. The 

clinical evidence should accordingly benefit order intake and increase the user base.  

 

Now with a talus implant offer 

Episurf is no longer a one-product company. The recently received CE mark for Episealer 

Talus was long-awaited. The launch of Episealer Talus (for the ankle) signals that the 

technology is applicable in joints besides the knee. We include Episealer Talus in our 

valuation model and highlight our expectations for it in this update.  

 

Estimate changes – capital needs taken into consideration 

Although we lower our sales forecasts for the coming years, the inclusion of Episealer 

Talus is a positive contributor. We also factor in a rights issue in H1 20 to our per share 

valuation. In light of these changes our new Base Case is SEK 2.9 (3.2) per share, while our 

Bull and Bear Cases are now SEK 6 (5) and SEK 1 (1.4), respectively. 
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Introducing Episealer Talus 
Short background 

In this update, we introduce Episealer Talus, an individualized implant intended to treat focal 

cartilage lesions in the ankle, to our model. Episurf has applied the Episealer technology, until 

now used for the knee, to the ankle joint as well. The future launch of the talus implant is a 

signal that Episealer is, more than anything else, a technology that can be applied to several 

joints. Episurf recently got CE mark for Episealer Talus. 

 

Treatment options and medical needs 

The ankle joint is where three bones meet; the tibia, the fibula, and the talus. An 

osteochondral ankle defect is caused by single or multiple traumatic events. 

 

 

The treatment procedures and available market data for cartilage defects are less 

documented than for the knee. Available treatment options are quite drastic methods, such 

as total joint replacement or ankle fusion. Moreover, there is a challenge for orthopedic 

surgeons to access the talus bone, which is located under the tibia (as can be seen in the 

image above), it is partly why focal osteochondral lesions is difficult to treat in the ankle joint. 

Thanks to a delicate, patient-specific solution, the Episealer technology can temporarily 

remove part of the tibia using a saw guide, allowing access to the talus. 

 

The current market and market dynamics 

The overall market for ankle reconstruction is significantly smaller than that for knee 

reconstruction. Joint reconstruction beyond the hip and knee is segmented into the 

extremities segment (shoulder, elbow, ankle & foot etc.) and constitutes approximately 10-12 

percent of the total joint reconstruction market (Orthoworld, 2018). The total market for joint 

extremities reconstruction amounted to USD 2.3 billion in 2018 (Orthoworld).  

 

The extremities segment is predicted to witness higher growth than for the more matured 

segments; the hip and the knee. According to Orthoworld (2018), joints like the ankle 

represents a significant growth opportunity, particularly for smaller and specialized market 

players. Meanwhile, the top-tier players have become increasingly interested in the 

extremities segment, due to the high growth potential. This was demonstrated in 2019 when 

one of the top-tier players in joint replacement, Stryker, made a significant investment in the 
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Extremities segment by acquiring Wright Medical, a market leader in the space. Wright 

Medical has an extensive product portfolio for lower extremities (foot and ankle) as well. The 

acquisition’s total equity value was about USD 4 billion. We argue that this acquisition reflects 

high interest in this segment among the top-tier players in the field 

  

We assess that the current market for lower extremities (foot and ankle) is constituted of 

products for complex surgeries, such as total ankle replacement and ankle fusion. New 

product launches are also directed towards these procedures. One of Episurf’s direct 

competitor in the knee segment, Arthrosurface, is active in the foot and ankle segment as 

well. Arthrosurface has a small-implant for the talus, currently CE-marked but not approved in 

the US at present. 

 

With distinct, overall trends in joint reconstructions, such as individualized solutions, 

outpatient- and small-invasive procedures, we argue that small-implants for the talus has the 

potential to become a standard treatment alternative for focal lesions that not necessarily 

require total ankle replacement or ankle fusion. It will not happen instantly though, it is 

naturally clinically data-driven in the orthopedic industry (as we all know by now). Specifically, 

clinical data that can show that small-implants can halt the development into full arthritis in 

the ankle joint (as relevant for the knee) would be a giant milestone towards becoming a 

standard in the treatment algorithm for talar defects.  

 

Concluding remarks 

In summary, even though the ankle implant segment represents smaller market potential 

than the knee segment and Episurf still has much to prove with Episealer Knee, we favour this 

strategy of expanding the Episealer technology to other joints as well: 

 

• There seems to be a true medical need for treating focal osteochondral lesions in 

the ankle, and small metallic implants have the potential to become a viable 

treatment option. 

• The extremities segment in joint reconstruction represents higher market growth 

potential and is a suitable segment for small and specialized players (to later be 

acquired by a top-tier player). 

• Lastly, we argue that this move sends a signal that the Episealer technology can be 

applied to several joint segments. 
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Financial Forecasts 

Estimate Changes for 2019–2021 
Due to the lower ramp-up of sales in 2018-2019 than we projected, we reduce our estimates 

for the next few years quite substantially. The underlying changes are not quite as dramatic 

as they appear though. We have underestimated the company’s pace of getting clinical 

results published and peer reviewed. Remember that this is largely beyond the company’s 

control as well. As we set out in our Investment Case, and as the company also stated in a 

press release in December (link), Episurf’s clinical pipeline is comprehensive. Therefore, we 

instead model an S-shaped trajectory of sales growth, as can be seen in the figure below. In 

our view, sales are more likely to kick off a few years from now, when the clinical data is more 

comprehensive, the Episealer Talus has been on the market for a few years, and Episurf as a 

company is more well-known in the orthopedic community.  

 

 

From a cost perspective, we factor in a postponement of the Epic Knee study as surgeries 

are yet to start. This is a significant factor in the positive change on EBIT level for 2019, 

despite the lower sales estimate. Accordingly, those costs will instead hit our P&L for 2020 

and 2021, which, together with the lowered sales estimate, become the main contributors to 

the increased losses we forecast for 2020-2021. 

 

 

  

https://episurf.com/pressrelease/L1JlbGVhc2UvVmlld1JlbGVhc2VIdG1sL0Y4OEM2Q0U1NzM0NUQwQjM=/
https://episurf.com/pressrelease/L1JlbGVhc2UvVmlld1JlbGVhc2VIdG1sL0Y4OEM2Q0U1NzM0NUQwQjM=/
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Below we show our full P&L estimates for the next few years.  

The increase in Other external costs (2020 vis á vis 2019) is attributed to the Epic Knee study.  

We foresee a largely harmonized increase in personnel costs over the coming years.  

We take the IFRS 16 effect into consideration, causing an increase in depreciation and 

financial net, although offset by a corresponding decrease in Other external costs.  
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Recap of our Sales Modeling 
Episealer Knee 

When we initiated coverage of Episurf in April 2018, we assessed that the treatment gap held 

the potential for some 350,000 annual surgical procedures for small-invasive, resurfacing 

metallic implants in Europe and the US. As a benchmark, there are 150,000 annual 

procedures for microfracture (a biological method that treatment gap patients generally 

respond poorly to) and 180,000 annual treatment procedures in conjunction with 

arthroscopy. We model a market penetration between 5-10% at the end of our prognosis 

period for Episealer Knee. 

 

In our sales model, we take a cautious view on the pricing of Episealer Knee, keeping it flat at 

SEK 30,000. We are not willing to make any price increases at present until we have seen any 

breakthroughs on reimbursement.  

 

We still characterize Europe and the US as direct sales markets, with a significant option if 

Episurf can join forces with a partner in the US. Our main argument for treating the US market 

as a direct sales market is that the comprehensive PMA process will require Episurf to build 

quite a strong network of clinicians and key opinion leaders. We assume US market entry in 

2024, factoring in a one-year delay compared to our initial timeline. 

 

We consider ex-US and ex-Europe (Rest of the World/RoW) to be distributor markets, where 

Episurf would be entitled to a distribution margin of 40-50 percent. 
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Episealer Talus 

Episurf achieved a successful, custom-made (‘prescription’) treatment with Episealer Talus a 

few years ago. With the CE mark in place, we assume a limited launch of Episealer Talus to 

selected key opinion leaders in Europe. Earlier in 2019, Professor Niek Van Dijk, an authority 

on foot and ankle surgery, joined Episurf’s clinical advisory board. He is exactly the right type 

of key opinion leader that Episurf needs to team up with to garner acceptance for its 

technology in the talus segment. 

 

For the US market, we assume, as for Episealer Knee, a PMA process to gain market access. 

Although some pre-stage processes are likely to go faster the second time (as the company 

has learned a lot from the PMA process with Episealer Knee), the launch on the US market is 

likely years ahead.  

 

As with the whole orthopedic industry, the talus segment is most likely data-driven, which is 

why we expect quite modest market uptake in the next few years. We expect to learn about 

early initiatives to conduct clinical studies with Episealer Talus. In the long term, our initial 

modeling suggests that Episealer Talus has the potential to constitute approximately 10-20 

percent of Episurf’s total sales based on the current product portfolio (knee and talus). 

 

We base our model for Episealer Talus on the same markets as for the knee segment: 

• Europe (direct sales, launch in 2020) 

• The US (direct sales, launch in 2025) 

• RoW (distributor market, launch in 2021) 

 

At the end of our prognosis period, we model annual sales of approximately 5,000 talus 

implants. Our sales estimates are based on a price of SEK 25,000 for Episealer Talus, which 

remains flat throughout our sales forecast period. 

 

If we assume that the ankle joint market for small-implants is roughly 12-15 percent of that 

for knees, it will correspond to a market potential of approximately 35.000 procedures 

annually. Thus, it would entail a market penetration to Episurf of around 10 percent. Lastly, 

we assume gross margin potential at the same levels as for Episealer Knee (75-80 percent). 
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Valuation 

Scenario-analysis 
In the discounted cash-flow model we use to value Episurf, we keep the terminal year far 

ahead (2035) due to the early commercial stage of the business. As Episurf still needs capital 

to fund operations, we base our per share valuation on the current number of outstanding 

shares plus shares from a future rights issue expected in the first half of 2020.  

 

Besides the key assumptions presented below, we assume corporate break-even around 

2025-26. Our earlier estimate was 2023. 

 

 

Valuation Summary 
 

Bear Case 1.0 SEK Base Case 2.9 SEK Bull Case 6.0 SEK 
• In our pessimistic 

scenario, we fear a new 
rights issue with a hefty 
dilution and accordingly 
putting pressure on the 
stock price 

• Combined with a high 
burn-rate and sales at 
continuous low levels, it 
puts pressure on the 
stock price 

 

• See above 

 

• We assume a 
faster rampup, with 
a CAGR of above 
80 percent 2019-
22 

• Strong uptake on 
the US market 
starting from 2024 

• EBIT margin at 
terminal year of > 
40 percent 
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Investment Case 
• Business goal intact- clinical evidence key 

• Follow the money – Significant US potential 

• Takeaways from recent company visits  

 

Business Goal Intact - Clinical Evidence Key 
Ever since its foundation Episurf has had a clear business goal: to make small-invasive, 

resurfacing metallic implants a standard for what it terms the ‘Treatment Gap’ patient group 

(middle-aged patients suffering from focal cartilage lesions) and become a market leader in 

this area. ‘Gap’ patients respond inadequately to the available treatment methods and are at 

risk of joint cartilage defects developing into a full arthritis state if left untreated. Accordingly, 

the medical need of this group, which numbers millions, is substantial. 

 

To become a leader in the orthopedic industry takes time, and Episurf still has a long road 

ahead. What is increasingly clear to us is the company’s transformational stage as it passes 

from a hypothesis approach (‘this should work’) to building a robust data set of clinical 

evidence (‘it does work’).  

Episurf Medical got their first clinical results published in 2017 (Swedish multicenter, ten 

patients, 24 months follow-up). While one peer review is insufficient, the clinical pipeline is far 

more comprehensive. It includes, among other, patient-reported-, health-economic-, revision-, 

and comparable data/outcome. Several hundred patients are involved in Episurf’s current 

pipeline, and several scientific publications are expected in 2020. This is really encouraging. 

From our end, we will follow the results below with extra scrutiny: 

 

• 5-7 years follow-up data (patient-reported outcome) of the first ten treated Episealer-

patients – this is important data as it could manifest that Episealer has the potential 

to stop the progression in to full-scale arthritis. It would be unique, long-term results 

• Health-economic data focusing on the cost utility of Episealer – this is important 

data as it is key to secure satisfying reimbursement levels 

• The European multi-centre study – this is important data as it involves many 

patients. The study follows 100 patients for 24-months post-surgery. The results 

presented so far show significant improvement in clinical scores, and a scientific 

publication based on the interim results is expected in early 2020. 

   

This is not to mention the Epic Knee Study, recruiting 180 patients in the US and Europe. We 

expect significant progress during 2020 from the Epic Knee Study.  

With an enriched range of published clinical evidence, which is a prerequisite for gaining 

market traction, we argue that it will also begin to materialize in the company’s financials. 

This will not occur immediately, though; we see the top-line growth following more of an S-

shaped trajectory in the coming years. 

 

If (when?) Episurf succeeds in establishing its concept as treatment standard in the 

’Treatment Gap’’, the orthopedic industry’s slow-changing nature will turn to its advantage. 

Orthopedic surgeons that have adopted the Episealer concept will be unwilling to change a 

treatment method that has superior outcomes, leading to high switching costs and an 

enduring competitive advantage for Episurf. 
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Follow the Money – Significant US Potential 
The US is unarguably the most important orthopedics market. Not only is it the largest 

market by far, but many of the key opinion leaders are also based in the US, as well as the 

largest orthopedic companies (i.e., acquirers). 

The regulatory pathway to the US market follows a Pre-Market Approval Process (PMA). It is 

an extensive process, and we assume market launch in 2024. Episurf is conducting a clinical 

study, an Investigational Exemption Study (IDE). The IDE-study, named ‘The Epic Knee Study’, 

is a crucial part of the PMA process. This study will be conducted at several sites in the US 

and Europe, making it possible for Episurf to build a network among key surgeons in the field 

and secure reimbursement. As Episurf gets closer to US launch, we argue that it will also 

increase partner interest among the major players in the orthopedics field. 

 

Takeaways from Recent Company Visits 
In recent months we have visited Episurf’s office a couple of times and done in-depth 

interviews with key personnel. We also took the opportunity to attend Episurf’s masterclass 

earlier in 2019. Episurf’s masterclass is an intensive 2-day session in which 55 orthopedic 

surgeons participated this year. We were encouraged to learn that there are key surgeons in 

Europe that are strong advocates of Episealer technology, and the lack of adequate treatment 

options for ‘Gap’- patients were once again conformed. 

Episurf’s office and staff embody a different perspective than the share’s performance. 

Personnel turnover is low, and confidence in the Episealer technology is apparent; the 

company’s belief in Episealer’s ground-breaking potential for ‘Gap’ patients is growing. 

 

Counter-thesis 
Depressed sentiment and capital need 

The share has had a notoriously poor performance since the IPO. As the burn-rate is rather 

high and sales remain at low levels, further capital needs will arise rapidly. Investors will need 

to factor in additional equity funding. Until we see funding that is better aligned with the 

company’s overall long-term strategy, this could continue to pressure the share. 
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Key Catalysts 
Regulatory pathway to the US 

2020 should bring significant progress in the Epic Knee Study and confirmation that surgeries 

can be performed soon. 

Strength: Moderate 

Time-frame: 0-6 months  

 

Clinical evidence 

We expect to see a substantial increase in clinical and health economic data that supports 

the Episealer technology throughout 2020. 

Strength: Major 

Time-frame: 0-6 months  

 

Capital needs 

The next financing round, and the way it is carried out, will probably have a fundamental 

impact on the share price. 

Strength: Major 

Time-frame: 0-6 months  

 

Increased user base in Europe 

We look for steady growth in the European user base of orthopedic surgeons that will build 

recurring revenues in the longer term. 

Strength: Moderate 

Time-frame: 0-6 months 
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Summary Redeye Rating 
The rating consists of three valuation keys, each constituting an overall assessment of several factors that are rated 

on a scale of 0 to 1 points. The maximum score for a valuation key is 5 points. 

Rating changes in the report 
 

People: 3 

Episurf has had consistency in management during the last three years. We have confidence in CEO Ryfors; he has 

the attributes to drive commercialization efforts and handle the capital markets. Moreover, he has ‘skin in the game’ 

and is one of the largest shareholders. From an ownership perspective, the company has a couple of 

institutions/large family offices among the largest shareholders. The founder is still a large shareholder. After 

Serendipity’s departure a year ago, the company currently lacks a major (> 10 percent), active shareowner. 

 

Business: 3 

Episurf is a medtech company in the early commercial stage. Despite obtaining CE Mark for the Episealer Knee 

product portfolio for several years (2013-2015), sales are at low levels as it is driven by clinical evidence in the 

conservative, orthopedic industry. From this perspective, it is encouraging to see that it has an extensive clinical 

pipeline that we expect will be materialized in the form of scientific publications in 2020.  

Episurf targets a niche segment, the so-called ‘Treatment Gap’ in the knee join reconstruction field. This segment is 

subject to high growth potential. The typical treatment gap patient is a middle-aged patient suffering from focal 

cartilage lesions in the knee and that responds poorly to biological treatment methods but is too young and has a 

too active lifestyle to undergo knee replacement. We estimate this market segment to be worth an estimated SEK 

10 bn on an annual basis if fully penetrated. 

 

Financials: 1 

Episurf is undercapitalized at present and a significant factor in the depressed share performance in recent year. We 

hope to learn about a more durable capital injection in the next funding round. 
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PROFITABILITY 2017 2018 2019E 2020E 2021E 
ROE 0% -89% -160% -213% 0% 
ROCE -143% -86% -150% -199% -222% 
ROIC 0% -402% -353% -352% -289% 
EBITDA margin -2289% -1318% -1109% -818% -414% 
EBIT margin -2458% -1438% -1223% -883% -454% 
Net margin -2454% -1445% -1239% -891% -460% 

 

Please comment on the changes in Rating factors…… 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

INCOME STATEMENT 2017 2018 2019E 2020E 2021E 
Net sales 2 4 6 9 15 
Total operating costs -60 -57 -68 -85 -76 
EBITDA -57 -53 -62 -76 -61 
Depreciation 0 0 0 0 0 
Amortization -4 -5 -6 -6 -6 
Impairment charges 0 0 0 0 0 
EBIT -61 -58 -69 -82 -67 
Share in profits 0 0 0 0 0 
Net financial items 0 0 -1 -1 -1 
Exchange rate dif. 0 0 0 0 0 
Pre-tax profit -61 -58 -69 -82 -68 
Tax 0 0 0 0 0 
Net earnings -61 -58 -69 -82 -68 
 

 

BALANCE SHEET 2017 2018 2019E 2020E 2021E 
Assets      
Current assets      
Cash in banks 71 28 21 15 0 
Receivables 1 1 2 4 4 
Inventories 2 2 2 3 4 
Other current assets 3 3 3 3 4 
Current assets 77 34 28 25 13 
Fixed assets      
Tangible assets 0 0 0 0 0 
Associated comp. 0 0 0 0 0 
Investments 0 0 0 0 0 
Goodwill 0 0 0 0 0 
Cap. exp. for dev. 0 0 0 0 0 
O intangible rights 16 21 20 18 16 
O non-current assets 0 0 4 4 4 
Total fixed assets 16 21 24 22 20 
Deferred tax assets 0 0 0 0 0 
Total (assets) 93 55 52 47 33 
Liabilities      
Current liabilities      
Short-term debt 0 3 3 3 3 
Accounts payable 3 2 2 3 3 
O current liabilities 5 6 1 2 2 
Current liabilities 8 10 6 7 8 
Long-term debt 0 0 0 0 53 
O long-term liabilities 0 0 4 4 4 
Convertibles 0 0 0 0 0 
Total Liabilities 8 10 10 11 65 
Deferred tax liab 0 0 0 0 0 
Provisions 0 0 0 0 0 
Shareholders' equity 86 45 42 35 -33 
Minority interest (BS) 0 0 0 0 0 
Minority & equity 86 45 42 35 -33 
Total liab & SE 93 55 52 47 33 
 

 
FREE CASH FLOW 2017 2018 2019E 2020E 2021E 
Net sales 2 4 6 9 15 
Total operating costs -60 -57 -68 -85 -76 
Depreciations total -4 -5 -6 -6 -6 
EBIT -61 -58 -69 -82 -67 
Taxes on EBIT 0 0 0 0 0 
NOPLAT -61 -58 -69 -82 -67 
Depreciation 4 5 6 6 6 
Gross cash flow -57 -53 -62 -76 -61 
Change in WC 2 0 -5 -2 -2 
Gross CAPEX -21 -10 -9 -4 -4 
Free cash flow -76 -63 -76 -82 -67 
 
CAPITAL STRUCTURE 2017 2018 2019E 2020E 2021E 
Equity ratio 92% 82% 81% 76% -101% 
Debt/equity ratio 0% 6% 7% 8% -171% 
Net debt -71 -26 -19 -12 56 
Capital employed 14 19 23 23 23 
Capital turnover rate 0.0 0.1 0.1 0.2 0.5 
 
GROWTH 2017 2018 2019E 2020E 2021E 
Sales growth 62,156

% 
61% 40% 65% 60% 

EPS growth (adj) 0% -9% -58% -34% -17% 
 

DATA PER SHARE 2017 2018 2019E 2020E 2021E 
EPS -2.00 -1.83 -0.76 -0.51 -0.42 
EPS adj -2.00 -1.83 -0.76 -0.51 -0.42 
Dividend 0.00 0.00 0.00 0.00 0.00 
Net debt -2.33 -0.81 -0.21 -0.07 0.35 
Total shares 30.55 31.63 90.93 163.11 163.11 
 
VALUATION 2017 2018 2019E 2020E 2021E 
EV -71.3 -25.5 199.6 206.1 274.5 
P/E 0.0 0.0 -3.1 -4.8 -5.7 
P/E diluted 0.0 0.0 -3.1 -4.8 -5.7 
P/Sales 0.0 0.0 39.0 42.3 26.4 
EV/Sales -28.6 -6.4 35.6 22.3 18.5 
EV/EBITDA 1.3 0.5 -3.2 -2.7 -4.5 
EV/EBIT 1.2 0.4 -2.9 -2.5 -4.1 
P/BV 0.0 0.0 5.2 6.2 -6.6 

 

SHARE INFORMATION   
Reuters code  EPISB.ST 
List  Small Cap 
Share price  2.2 
Total shares, million  90.9 
Market Cap, MSEK  200 
   
MANAGEMENT & BOARD   
CEO  Pål Ryfors 
CFO  Veronica Wallin 
IR   
Chairman  Dennis Stripe 
   
FINANCIAL INFORMATION   
FY 2019 Results  February 07, 2020 
Q1 report  April 24, 2020 
Q2 report  July 17, 2020 
Q3 report  October 23, 2020 
   
ANALYSTS  Redeye AB 
Anders Hedlund  Mäster Samuelsgatan 42, 10tr 
anders.hedlund@redeye.se  111 57 Stockholm 
   
Oscar Bergman   
oscar.bergman@redeye.se   

 

SHARE PERFORMANCE  GROWTH/YEAR 16/18E 
1 month 93.6 % Net sales 50.0 % 
3 month 67.8 % Operating profit adj 5.8 % 
12 month -22.8 % EPS, just -38.2 % 
Since start of the year 105.1 % Equity -30.1 % 

 SHAREHOLDER STRUCTURE % CAPITAL VOTES 
UBS Switzerland AG 11.9 % 11.7 % 
Sacajo Investments LLC 6.4 % 6.2 % 
Avanza Pension 5.5 % 5.4 % 
LMK-bolagen & Stiftelse 4.6 % 4.5 % 
Rhenman & Partners Asset Management 4.4 % 3.3 % 
Cbny-National Financial Services Ll 4.1 % 4.0 % 
Skandinaviska Enskilda Banken 4.1 % 4.0 % 
Rhenman Partners Asset Management AB 4.1 % 4.0 % 
AMF Försäkring & Fonder 3.8 % 3.8 % 
Theodor Jeansson 3.7 % 3.6 % 

 

DCF VALUATION  CASH FLOW, MSEK  
WACC (%) 14.0 % 
  
  
  
  
  
Assumptions 2017-2023 (%) 
Average sales growth 68.2 % 
EBIT margin -421.4 % Share price, SEK 2.2 

 



dsfdsf  REDEYE Equity Research   Episurf Medical  13 January 2020 
  

 

15 
 

Redeye Rating and Background Definitions 
Company Quality 

Company Quality is based on a set of quality checks across three categories; PEOPLE, BUSINESS, FINANCE. These 

are the building blocks that enable a company to deliver sustained operational outperformance and attractive long-

term earnings growth. 

 

Each category is grouped into multiple sub-categories assessed by five checks. These are based on widely 

accepted and tested investment criteria and used by demonstrably successful investors and investment firms. Each 

sub-category may also include a complementary check that provides additional information to assist with 

investment decision-making. 

 

If a check is successful, it is assigned a score of one point; the total successful checks are added to give a score for 

each sub-category. The overall score for a category is the average of all sub-category scores, based on a scale that 

ranges from 0 to 5 rounded up to the nearest whole number. The overall score for each category is then used to 

generate the size of the bar in the Company Quality graphic. 

 

People 

At the end of the day, people drive profits. Not numbers. Understanding the motivations of people behind a business 

is a significant part of understanding the long-term drive of the company. It all comes down to doing business with 

people you trust, or at least avoiding dealing with people of questionable character. 

The People rating is based on quantitative scores in seven categories:  

• Passion, Execution, Capital Allocation, Communication, Compensation, Ownership, and Board. 

 

Business 

If you don’t understand the competitive environment and don’t have a clear sense of how the business will engage 

customers, create value and consistently deliver that value at a profit, you won’t succeed as an investor. Knowing 

the business model inside out will provide you some level of certainty and reduce the risk when you buy a stock. 

The Business rating is based on quantitative scores grouped into five sub-categories:  

• Business Scalability, Market Structure, Value Proposition, Economic Moat, and Operational Risks. 

 

Financials 

Investing is part art, part science. Financial ratios make up most of the science. Ratios are used to evaluate the 

financial soundness of a business. Also, these ratios are key factors that will impact a company’s financial 

performance and valuation. However, you only need a few to determine whether a company is financially strong or 

weak. 

The Financial rating is based on quantitative scores that are grouped into five separate categories:  

• Earnings Power, Profit Margin, Growth Rate, Financial Health, and Earnings Quality.
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Disclaimer 
Important information  
Redeye AB ("Redeye" or "the Company") is a specialist financial advisory boutique that focuses on small and mid-cap growth companies in the Nordic 
region. We focus on the technology and life science sectors. We provide services within Corporate Broking, Corporate Finance, equity research and 
investor relations. Our strengths are our award-winning research department, experienced advisers, a unique investor network, and the powerful 
distribution channel redeye.se. Redeye was founded in 1999 and since 2007 has been subject to the supervision of the Swedish Financial 
Supervisory Authority. 
Redeye is licensed to; receive and transmit orders in financial instruments, provide investment advice to clients regarding financial instruments, 
prepare and disseminate financial analyses/recommendations for trading in financial instruments, execute orders in financial instruments on behalf 
of clients, place financial instruments without position taking, provide corporate advice and services within mergers and acquisition, provide services 
in conjunction with the provision of guarantees regarding financial instruments and to operate as a Certified Advisory business (ancillary 
authorization). 
 
Limitation of liability  
This document was prepared for information purposes for general distribution and is not intended to be advisory. The information contained in this 
analysis is based on sources deemed reliable by Redeye. However, Redeye cannot guarantee the accuracy of the information. The forward-looking 
information in the analysis is based on subjective assessments about the future, which constitutes a factor of uncertainty. Redeye cannot guarantee 
that forecasts and forward-looking statements will materialize. Investors shall conduct all investment decisions independently. This analysis is 
intended to be one of a number of tools that can be used in making an investment decision. All investors are therefore encouraged to supplement 
this information with additional relevant data and to consult a financial advisor prior to an investment decision. Accordingly, Redeye accepts no 
liability for any loss or damage resulting from the use of this analysis. 
 
Potential conflict of interest  
Redeye’s research department is regulated by operational and administrative rules established to avoid conflicts of interest and to ensure the 
objectivity and independence of its analysts. The following applies: 

• For companies that are the subject of Redeye’s research analysis, the applicable rules include those established by the Swedish Financial 
Supervisory Authority pertaining to investment recommendations and the handling of conflicts of interest. Furthermore, Redeye employees 
are not allowed to trade in financial instruments of the company in question, from the date Redeye publishes its analysis plus one trading 
day after this date. 

• An analyst may not engage in corporate finance transactions without the express approval of management and may not receive any 
remuneration directly linked to such transactions. 

• Redeye may carry out an analysis upon commission or in exchange for payment from the company that is the subject of the analysis, or 
from an underwriting institution in conjunction with a merger and acquisition (M&A) deal, new share issue or a public listing. Readers of 
these reports should assume that Redeye may have received or will receive remuneration from the company/companies cited in the report 
for the performance of financial advisory services. Such remuneration is of a predetermined amount and is not dependent on the content of 
the analysis.  

 
Redeye’s research coverage 
Redeye’s research analyses consist of case-based analyses, which imply that the frequency of the analytical reports may vary over time. Unless 
otherwise expressly stated in the report, the analysis is updated when considered necessary by the research department, for example in the event of 
significant changes in market conditions or events related to the issuer/the financial instrument. 
 
Recommendation structure 
Redeye does not issue any investment recommendations for fundamental analysis. However, Redeye has developed a proprietary analysis and rating 
model, Redeye Rating, in which each company is analyzed and evaluated. This analysis aims to provide an independent assessment of the company 
in question, its opportunities, risks, etc. The purpose is to provide an objective and professional set of data for owners and investors to use in their 
decision-making.  
 
 
Redeye Rating (2020-01-13) 
 

Duplication and distribution 
This document may not be duplicated, reproduced or copied for purposes other than personal use. The document may not be distributed to physical 
or legal entities that are citizens of or domiciled in any country in which such distribution is prohibited according to applicable laws or other 
regulations. 
Copyright Redeye AB. 

 
 
 
 
 
 
 

Rating People Business Financials 

5p 12 12 3 
 
 3p - 4p 91 70 28 
 
 0p - 2p 9 30 81 
 
 Company N 112 112 112 
 
 

CONFLICT OF INTERESTS 

Anders Hedlund owns shares in Episurf Medical: No 
Oscar Bergman owns shares in Episurf Medical: No 
Redeye performs/have performed services for the Company and receives/have 
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