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Opportunity to 
buy the dip 
Episurf reported net sales below our as well as the 
market’s estimation. Looking beyond the numbers, things 
are starting to happen. We still see upside opportunity as 
the current share price does not reflect the full potential. 
 

pisurf is a med tech 
company based in 
Stockholm, Sweden. 
Episurf develops, 

prod-uces and sells knee implants 
for patients with early stage 
osteoarthritis (OA). The number 
of patients is growing and the 
available treatment methods have 
shown to be clinically insufficient. 
This creates a treatment gap on 
which Episurf intend to capitalize.  

The company’s implants are 
tailored to fit the patient’s specific 
anatomy and cartilage damage. 
Together with the company’s 
unique cartilage damage assess-
ment tool, numerous benefits are 
created. The technology is a 
completely new offer and 
salesforces are currently focused 
on Europe. The company is in 
discussion with the FDA to enter 
the world´s largest market, the US. 
The ambition is to submit its 
application for approval in 2017.  
 
Low activity over the summer holiday 
season was expected and this was 
reflected in the numbers for the 
third quarter. Nevertheless, the 

clinical report presented in June 
was well received by the clinical 
users. The impact was reflected in 
28 new approved orders in Q3 but 
it did not have the immediate 
effect on sales that we expected. 
The reports highlight the fact that 
it takes time for a new technology 
to get established on a 
conservative market. It also 
highlights the management team 
are delivering on their stated 2016 
objectives. 
 
We still have high expectations in the 
long run for the technology. We 
remain bullish and keep our 
recommendation, Buy. We do cut 
our projection for the full year 
2016 but leave the projections for 
2017 and on unchanged. We 
expect a steep increase in the sales 
conditional to a continues flow of 
new and supporting clinical data. 
An investment in Episurf gives the 
possibility to high accompanied 
with high risk. The growth is 
expensive and the costs are not 
covered by the revenues, as for all 
early stage companies 
commercializing innovation. 

 
KEY FIGURES             

MSEK 2015 2016P 2017P 2018P 2019P 2020P 
Net Sales 1 4.1 42.7 170.8 256.2 640.4 
EBIT -32.5 -59.3 -59.9 0.7 1.4 151.7 
Implied EV/Sales   71 7 2 1 0.4 
Implied EV/EBITDA   -5 -5 61 46 2 
Source: Jarl Securities

Target price 21.3 SEK, BUY 
 
Analyst: Markus Augustsson, Jarl Securities 

 

FACTS 
 
CEO: Rosemary Cunningham Thomas 
Chairman of the board:  Dennis D. Stripe 
Largest stake holder: Serendipity Ixora 
Market cap, MSEK: 173 
List: Nasdaq OMX Small Cap 
Current share price, SEK: 10.85 

 

COMPANY RATINGS 

 

Management 
CEO Rosemary Cunningham Thomas has 
extensive experience from several leading 
positions from various parts of the health-
care industry. Her experience covers listed 
companies as well as small start-ups. 

 

Owners 
Serendipity Ixora is the largest owner of 
Episurf and has at numerous times 
invested new capital. Rhenman is also a 
stakeholder and has a good track record of 
investments in healthcare. 

 

Financial position 
Episurf is cash efficient but currently cash 
flow negative. The expansion phase is 
costly and we see a potential need for 
smaller growth capital injections in 2017.  

 

Potential 
The market is growing and Episurf has a 
product with potential to access a large 
treatment gap which is not reflected in the 
market. 

 

Risk 
The clinical report indicates that Episurf’s 
products are working well. However, the 
clinical data is on a small population and a 
short time frame. In the absence of con-
siderable sales figures the risk is still high. 
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General company criteria  
Management (1–10)   
Management is graded on a scale of one to ten, where 1 is low and 10 is 
high. Factors behind the grade include management’s experience, industry 
experience, leadership competence, confidence from the stock market and 
previous performance. 
 

Owners (1–10)   
The owners are graded on a scale of one to ten, where 1 is low and 10 is 
high. Factors behind the grade include the owners’ previous involvement 
in the company in question, their financial strength, their representation 
on the board, and previous results of investments in similar companies or 
industries. Long-term focus and responsibility vis-à-vis small shareholders 
are also important criteria. 
 

Financial position (1–10)   
The financial position is graded on a scale of one to ten, where 1 is low and 
10 is high. This rating criterion takes into account the company’s 
profitability, its financial situation, future investment obligations and other 
financial obligations, any surplus or deficit values on the balance sheet, 
and other factors that affect the company’s financial position. 
 

Potential (1–10)   
The company’s potential is graded on a scale of one to ten, where 1 is low 
and 10 is high. A critical factor for this grade is the level of the company’s 
potential in the form of higher profits in relation to the valuation of the 
company’s share price today. Other critical factors include the market in 
which the company works and the company’s future outlook in this mar- 
ket and its profitability. A company can receive a high score even if its 
growth outlook is low, provided that its stock valuation is currently even 
lower than the outlook. In the same way, a highly valued stock can be 
considered to have high potential, provided that the company’s growth 
prospects are not fully reflected in the share price. 
 

Risk (1–10)   
Risk is graded on a scale of one to ten, where 1 is low and 10 is high. Risk is 
an aggregate assessment of all the risks a company can be subject to and 
that could affect the share price. The score is based on an aggregate 
assessment of the company’s general risk profile, the stock’s valuation, the 
company’s competitive situation, and an assessment of future events in the 
external operating environment that could affect the company.    
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Episurf in brief 
Episurf Medical AB (“Episurf” or “the company”) is a Stockholm-based 
company developing, manufacturing and selling knee implants used to 
treat patients with early stage osteoarthritis (OA). OA is the most common 
source of pain of the joints and is a degenerative disease-process. Healthy 
cartilage allows smooth motion of the joints but as OA develops the 
cartilage between the bones in the joint deteriorates resulting in pain and 
limited movement. The pain varies on a wide scale up to horrendous. 
Hands and shoulders may be affected, though the disease typically affects 
weight bearing joints such as knees, hips, feet or spine. 
 
What makes Episurf unique is that each implant and its accompanied 
surgical toolkit is individually tailored to fit each patient’s specific anatomy 
and cartilage damage. The technology optimizes the conditions for good 
results as well as a short recovery time for the patient. The company’s 
portfolio consists of three implants, Episealer®. Each of the three types of 
implants are suited to fit different spots on the cartilage in the knee. Each 
implant comes with a tailored toolkit aiding the positioning.  
 
A very important part of the offer is the value adding IT-solution, 
including the communication tool, µiFidelity®, and a unique 3D-
visuallization cartilage damage assessment tool, Epioscopy® Damage 
Assessment Tool. The IT-solution allows Episurf to offer the surgeons 
superior assistance in clinical decision making in the process of assessing 
the cartilage damages. 3D-visuallization tools are frequently used in the 
healthcare industry but not for the purpose of assessing cartilage damages. 
This makes Episurf a forerunner in the field. 
 

Historic sales 
The implant was first taken to clinic in December 2012. By June 2016 the 
100-patient-level was reached. By the end of the third quarter 2016, 138 
patients have been treated with an Episealer. At the time zero revisions has 
been reported. Also, the follow-up data that has been generated so far has 
been supportive.  
 
The quarterly sales have enjoyed strong growth but from low absolute 
numbers. Currently the company are dependent on a small but expanding 
number of surgeons that generates recurring revenues. This type of client 
needs to increase in number for the sales figures to reach considerable 
levels.   
 

 

0 
100 

200 
300 
400 
500 
600 
700 

2013, 
Q4 

2014, Q1 2014, 
Q2 

2014, 
Q3 

2014, 
Q4 

2015, Q1 2015, 
Q2 

2015, 
Q3 

2015, 
Q4 

2016, Q1 2016, 
Q2 

2016, 
Q3 

KS
EK

 

Net Sales 



ANALYSIS BY ASSIGNMENT Episurf, 2016-11-16 
UPDATE 

 
5 
 

JULY 2016  

Investment case 
The Episurf-share is currently trading at SEK 11.25 and do not reflect the 
full potential of the technology. We keep our recommendation to Buy at 
the target price of SEK 21.3. Though it is important to keep in mind that it 
takes time to establish a new technology on a conservative market. The 
costs currently exceed the revenues and the company may need to raise 
new capital during the upcoming year. 
 

A natural place on the market 
Episurf provide a growing market with an offer including benefits that 
create great potential for the company’s products to become an attractive 
alternative to existing treatment methods of OA. We see a natural place on 
the market which lacks efficient alternatives for the middle-aged patient 
with early stage OA. Hence we believe that Episurf will gain a market share 
significant market share over the years to come.  
 
Further, an Episealer requires a minimally invasive surgery and the 
implant is placed in the knee with great accuracy and fit though a one-step 
technique. This yields a short expected recovery time for the patient 
compared to available biological methods. One of the main reasons, as we 
see it, is that the patient as well as the surgeon put great value in a short 
recover time. Especially the middle age patients that are in need to quickly 
get back to the everyday routines.  
 

The Q3 report was in line with strategic goals 
As earlier mentioned, it takes time to establish a new technology among 
conservative surgeons. This is confirmed in the report for the third 
quarter. 
 
In May 2016, the first clinical follow-up data was presented based on 24 
patients that has been treated with an Episealer for 12 months. The data 
show the implant’s ability to increase the quality of living and return to 
normal, pain free activity. Our expectations were set on that the data would 
have a stimulating and immediate effect on sales as well as the number of 
new cartilage damage marking requests. Our sales expectations were not 
met but the company did experience an uptick in the absolute number of 
Epioscopy damage marking request resulting in 28 new approved orders in 
Q3 after the first clinical data was in place.  
 
In total, the sales figures for the third quarter signals the importance of 
supporting clinical data and the need to add new surgeons to the current 
client base as well as increasing the productivity the current clients.  
 

The US market is one tiny step closer 
During the summer Episurf had its first meeting with FDA prior to the 
potential and important sales start in the US. The company is expecting 
the application to be filed during 2017. In addition to the application 
process, various reimbursement pathways are being reviewed.  
 
The company’s board of directors has been strengthened with a new 
chairman, Dennis D. Stripe. Mr. Stripe has well over 30 years of relevant 
experience. Among positions held are Marketing Director at Smith and 
Nephew Orthopedics and Vice President Global Marketing at Stryker 
Corporation. Mr. Stripe is an American citizen with a large network in the 



ANALYSIS BY ASSIGNMENT Episurf, 2016-11-16 
UPDATE 

 
6 
 

JULY 2016  

US. Wil Boren also a US citizen also joined the board in august. Mr. Boren 
has a professional background in sales and marketing and have been 
employed by Zimmer Biomet, among others. The two strengthens Episurf’s 
board and are especially valuable for the potential launch in the US.  
 

Risks 

The risk associated with the products decreases as more clinical data can 
be presented. The more the better. In line with an early stage med tech 
company, the sales figures are currently not covering the costs and the 
orthopedic surgical community is conservative. Furthermore, the financial 
resources are not unlimited.  
 
In the longer perspective, we do also see some risk of increased 
competition from other upcoming methods, including stem cells. Available 
stem cell-based treatments are expansive and research on stem cells is not 
complete.  
 

Valuation 

The modelled scenario has taken into consideration the company’s current 
situation, including its current risks and products compared to 
competition, long term plans regarding expansion to the US and its 
potential to penetrate the market. This means that the horizon for the 
target price is more long term than short term. 
 
We expect the sales to double many times over during the upcoming five 
years. We have projected for a big take off in sales around 2019 to 2020. 
This due to the, at the time, availability of further and more robust clinical 
data. The sales start in US is expected by us to take place in 2020, This will 
also add to the sales figures. Graph below illustrates our expectations 
regarding sales and EBITDA-margins.  
 

 

 
Also, worth mentioning is that the current market for hip and knee implant 
is dominated by a few players. These players are financially strong but lack 
innovation for growth. Episurf may at some point in the future be an 
attractive acquisition target. Though the market is mature it is still 
consolidating. In 2014 Zimmer Biomet acquired Biomet for 13.4 billion 
USD. For the same accounting year Biomet had net sales of 3,2 billion 
USD (about 1 billion USD related to knees) and operating income of about 
313 million USD. 
 

Osteoarthritis (OA) – damaged cartilage 
Developing process 
When OA is suspected X-rays, MRI scans and arthroscopic examinations 
are used to examine and diagnose. The symptoms tend to develop 
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gradually with age and the risk increases most drastically after the age of 
50. The mean age to be diagnosed is 56. Other factors adding to the risk 
are repetitive movements, knee injury or weight problems. 
 

ICRS grading scale  
ICRS, International Cartilage Repair Society, has set a standard grading 
scale to measure the severity of the cartilage damage. The scale range from 
0 to 4 and is based on the depth of the cartilage damage. Episurfs implant 
targets grade 2 to 4 damages, meaning a large patient group between ages 
18 and 70. 
 

• Grade 0 – normal, no damages  
• Grade 1 – cartilage has softened and may have superficial cracks 
• Grade 2 – abnormal cartilage, depth of cartilage damage < 50% of 

health cartilage depth  
• Grade 3 – severely abnormal cartilage. Depth of cartilage damage 

> 50% of health cartilage depth 
• Grade 4 – severely abnormal. Underlying bone is exposed 

 
For grade 2-cartilage damages a surgical procedure should be considered 
when patients have lesions larger than 5 square centimeters or do not 
improve after three months of non-surgical treatment. This according to 
article “Osteonecrosis of the knee and related conditions”, Mont et al. At 
grade 4, osteotomy meaning widening the space between the bones by 
shortening the upper bone is a surgical option but all more often total or 
partial knee replacement is advised.  
 

Episurf’s product portfolio 

Episurf’s product portfolio consists of Epioscopy® Damage Assessment 
Tool, three Episealer® knee implants and an associated surgical toolkit for 
each implant.  
 

µiFidelity® and Epioscopy® Damage Assessment Tool 
µiFidelity® is a web based IT-solution where the communication between 
the surgeons and Episurf takes place. Over 125 clinics are currently 
connected. A potential order of an Episealer is initiated when MR images 
of the patient’s knee are uploaded in µiFidelity® by the surgeon.  
 
Episurf’s in-house developed CE-approved Epioscopy® Damage 
Assessment Tool translate the MR images into a 3D-representation. The 
3D-representation gives superior information about the cartilage damage as 
well as the underlying bone quality yielding valuable information for the 
surgeons when setting a diagnosis and deciding on a suitable treatment.  
 
If the surgeon decides that an Episealer is suitable for the patient, the 
production phase is initiated. In general, it may take up to four weeks from 
the order being placed until the implant and surgical tools are delivered to 
the clinic.  
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Thus, it is the assessment of the of the cartilage damage done through 
Epioscopy® Damage Assessment Tool that makes it possible the shape 
exact tailor the implants – not only for the cartilage damage but also based 
on the quality of the underlying bone. The bone analysis is one of the 
probable factors adding to the zero revision statistics. The assessment done 
also means that patients who do not meet the required physical conditions 
will not be advised an Episealer.  
 

Episealer® - cartilage resurfacing implants 
Episurf’s implant series goes under the common name Episealer®. The 
implants create a smooth weight-bearing surface at the site of the damage 
mimicking the original cartilage and its functions. The Episealer-series 
currently consists of three different knee implants that are individually 
tailored regarding shape and size to fit the patient’s particular anatomy and 
cartilage damage.  
 
All three implant types are CE-approved and the Episealer-series covers 
damages on the femoral side of the knee joint for early OA-patients from 
age 35 to 65 when total or partial knee resurfacing is not an option. 

 

 
Adding to the case is the fact that each implant is patient specific creates a 
likelihood of better short term as well as long term pain-relieving effect 
compared to for example Arthrosurface’s implants that are not tailored. 
The tailored seamless implants are also likely to minimize friction in the 
joint reducing the risk of creating damages on health cause OA to spread 
but increasing the probability of long term endurance of the implant 
compared to competing Arthrosurface. More on Arthrosurface further 
down. 
 

Episealer® toolkit – associated surgical toolkit  
Episealer® toolkit is a CE-approved surgical toolkit consisting of all tools 
needed for the surgery. The surgical tools are patient specific and aids the 
surgeon to drill accurately as regards the position, angle and depth to 
assure the implant is attached in the best possible way. 
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A well protected technology 
Episurf’s technology is well protected by around 80 patents or patent 
applications regarding patient specific implant systems, patient specific 
surgical tool and techniques as well as image handling for the pre surgical 
assessment. All body joints are covered by the patients. 

 
Clinical report – a potential sales trigger 
Clinical follow-up data for 14 patients treated in different countries in 
Europe has recently been presented, as well as data for another 10 patients 
as part of a Swedish clinical study. That data is based on patients with 
cartilage damage of 3 to 4 on the ICRS scale. The average age of the 
patients was 44. All patients have been treated with an Episealer® Condyle 
Solo after biological methods had failed. The study was conducted 12 
months after surgery and resulted in favorable KOOS as well as VAS 
scores. The scores are presented in pictures below.  
 
The report has been presented in Sweden and will soon be presented in 
other parts of Europe and perhaps in the US. The salesforce is now able to 
present clinical data, which is highly valued by surgeons – and the more 
the better. In august 2016 data for two-year post-surgery will be presented 
at a scientific meeting.  

  

 
KOOS (knee injury and osteoarthritis outcome score) and is a subjective 
survey consisting of about 45 question regarding the patient’s pain, 
symptoms, pain related to daily living, pain related to sporting activities 
and the overall quality of life. As can be seen in the picture above the 
result supports Episealer’s functionality yielding a great average increase in 
quality of life. VAS (visual analogue scale) is a method used to grade the 
pain on a scale 0 to 10 in various positions/angles of the knee. As can be 
seen in the picture above the pain, evaluated on a numerical scale, was 
reduced by 55 per cent. 
 

Competition – common treatment methods 

Treatment methods below are available for treating progressive cartilage 
degeneration. 
 

Biological methods - cartilage repair  
Cartilage repair treatments is a group of methods aiming to repair damaged 
articular cartilage, further described below. 
 
Arthroscopic chondroplasty (AC), also referred to as debridement, is 
sometimes applied for minor cartilage damages. The procedure involves 
removing damaged cartilage and smooth roughened joint surfaces. The 
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recovery period is relatively short, about one month.  
 
However, concerns about the procedure’s long term effect is raised in 
numerous articles, among those “Arthroscopic Treatment for 
Osteoarthritic Knee”, Chung et al. 
 
Microfracturing (Mfx) involves creating tiny holes/fractures in the 
underlying bone stimulating new cartilage to develop. This cartilage is 
however not hyaline cartilage as the native articular cartilage, but a repair 
tissue referred to as fibrocartilage. According to Arthritis Foundation this 
method is most beneficial for people under the age of 40 with minor 
damages up to four square centimeters.  
 
The main downside with the method is the long recovery period lasting up 
to 12 months and up to 12 weeks on crutches. According to a study 
presented in “Clinical efficacy of the microfracture technique for articular 
cartilage repair in the knee: an evidence-based systematic analysis”, 
Mithoefer et al, the effect of the procedure is declining two years after the 
treatment for about 50 per cent of the studied population. 
 
Autologous chondrocyte implantation (ACI) and matrix-assisted chondrocyte 
implantation (MACI) are relatively new procedures aiming to repair the 
damage with hyaline cartilage. Initially a first surgery step is required, with 
a cartilage biopsy. From the biopsy the cartilage-producing cells are 
isolated, cultivated and implanted in the patient’s knee. Thus, two separate 
operations are required if the cells are not donated or produced. Overall, 
the procedure is complicated and costly. According to Arthritis 
Foundation this procedure is most beneficial for patients under 50 years of 
age and with cartilage damages up to ten square centimeters.  
 
The recovery time is up to 12 months of which 6 to 12 weeks are on 
crutches. A study presented in “A Randomized Multicenter Trial 
Comparing Autologous Chondrocyte Implantation with Microfracture: 
Long-Term Follow-up at 14 to 15 Years”, Knutsen et al, concludes that the 
method runs high risk of failure and that the need for total knee 
replacement is frequent. Worth mentioning is that Mats Brittberg, one of 
the fathers behind ACI is included in Episurf’s advisory board. 

 

Cartilage replacement 
Partial and total knee replacement (PKR/TKR), also referred to a 
unicompartmental knee arthroplasty and total knee arthroplasty 
(UKA/TKA) have been used surgically for more than 50 years. Grade 4 OA 
is the most common reason for knee replacement. Numerous studies have 
been done on TKR and with reference to American Academy of 
Orthopaedic Surgeons, the average age to undergo TKR is about 70. The 
procedure is effective and has a high success rate. About 90% of TKRs are 
still effective 10 to 15 years after the surgery. 
 
The procedure is complex and involves removing the main parts of the 
knee joint, i.e. the end of the femur bone as well as the top of the tibia 
bone where the prosthesis is fitted. The recovery time of the procedure is 
about 12 months. The companies Zimmer, B. Braun, Smith and Nephew, 
Stryker, and Depuy are dominant suppliers of knee Replacement Products 
and account for almost 80 per cent of the total market.  
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Episealer® has not been developed to compete with TKR but is intended 
and has the potential to be an attractive method up until PKR or TKR is 
necessary. However, well worth noticing is the fact that in an animal model 
new cartilage was starting to grow and cover the edges of the implant. This 
implies that OA has reduced its speed of progress and the best possible 
scenario would be if OA can be stopped. However, data supporting that 
Episealer® actually can stop the progress of OA is not in place. But the 
hypothesis is still alive and would be ground breaking if supported by 
clinical data in human.  

 
Arthrosurface’s Cartilage resurfacing implants Hemicap are similar to Episealer® 
– an implant that mimics the function of cartilage. Unlike Episealer, 
Arthrosurface’s products come off-the-shelf but in over 150 different 
standard embodiments for different joints such as shoulder, hip, knee or 
ankle. According to Arthrosurface its knee solution is suitable for patients 
in the age group range from 35 to 70 when total or partial knee 
replacement is not an option. According to Arthrosurface, since 
commercialization 2012 over 60 000 patients have been treated (portion 
knee treatments is to us unknown). Little research has been done with 
Arthrosurface’s solution for OA in the knee. 
 

Episealer® vs. competing techniques 

What is important for the overall result? 
Several factors are considered when deciding upon suitable treatment for 
early OA / focal lesions of the knee joint: severity of the cartilage damage, 
size of the damage and the patient’s prerequisites. A minimally invasive 
surgery or arthroscopic single stage procedure is preferred. The expected 
recovery time and the costs are also important. Documentation of clinical 
data showing high scores for KOOS and VAS as well as high success rate 
is a great advantage. 
 

Episealer vs. cartilage repair procedures 
Regarding biologic repair procedures, the long-term effects of arthroscopic 
chondroplasty and microfracturing have been questioned. ACI has shown 
good results, but is complicated and costly compared to all other cartilage 
repair procedures. Further, long rehabilitation follows after most biologic 
repair treatments. Advantages can thus be found for Episealer compared to 
all cartilage repair procedures. We see the expected shorter recovery time 
as one of the main advantages of Episealer. 
 
Due to its relatively short time on the market little data is however available 
for Episealer, which makes it difficult to estimate the actual expected 
duration of the implant in a human. This uncertainty is very much a 
barrier that can only be resolved with time and data is gradually being 
collected. 
 

Zero revisions 

The graph to the right illustrates the success rate for 
Episealer compared to competing treatment methods. Most 
likely, the reasons behind the result are the tailoring of the 
implants, the precision during the surgery and the 
Epioscopy surgical pre-planning aid. However, as 
mentioned the number of patients treated with an Episealer 
is still small compared to competing methods. FKA refers to 
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competing standardized implants. M refers to microfracturing and ACI to 
autologous chondrocyte implantation. 
 

Episealer vs. Arthrosurface’s implants 
A comparison between Episealer and Arthrosurface´s implants is presented 
in the table below. 
 
COMPARISON EPISEALER AND ARTHROSURFACE 
  Episealer Arthrosurface Comment 

Patient specific Yes No 
Patient specific implants reduce the friction in the joint and thus reduce the risk of the implant causing 
harm to healthy surrounding and opposing cartilage. 

3D pre-surgical 
assessment  

Yes No 

Episurf's Epioscopy® proved the surgeon with information to do an accurate cartilage damage 
assessment. This gives the surgeon more specific and precise information about the cartilage damage. 
The underlying bone quality is also assessed providing valuable information for the clinching method 
as well as for tailoring of the implant thickness. 

Clinching 
method 

Press-fit 
2-step 

screwing 
Press-fit is a less demanding method by reducing the number of steps it takes to clinch the implant to 
the underlying bone. Therefore, the method reduces the risk or errors. 

Patient-specific 
surgical 

Yes No 
Episurf's surgical tools reduce the risks associated with the human ability. The over-all quality of all 
surgical procedures is therefore most likely to be higher and more consistent at a high level. 

Seamless 
implant 

Yes No Seamless implants are likely to be more durable and less likely to break. 

Units sold > 
50 000 

No Yes 
Episurf has been on the market for a shorter period of time. The more sold units the more acceptance 
does the product get and thus the easier to sell to other surgeons. (Arthrosurface number includes all 
offered joint implants) 

 
Arthrosurface has, by being the first to break through with a similar 
product, paved the way for Episurf to enter the market. Episurf also has a 
strong advisory board with well-known names such as Professor Mats 
Brittberg that can really make the difference between success and failure. 
The combination of clinical data and other favorable conditions creates 
potential for a steep sales curve over the upcoming years.  

 
Table of summary 
The table below summarizes the procedures based on factors that are 
considered when treatment options are given. As earlier mentioned, 
compared to completion in terms of cartilage repair procedures the main 
advantage is the simple operation along with the short recovery time. The 
downside of cartilage replacement methods, such as with Episealer and 
Arthrosurface’s implant, is as earlier mentioned the lack of long term 
documentation. 
 
 
 
 
 

EPISEALER VS. COMPETITION         

  Most beneficial for Operation Recovery time 
Expected long term 

effect 
Approximate price 

procedure 

AC 

Ages < 40 with less 
extensive cartilage 

damages often related 
to knee injury 

Generally arthroscopic Up to 90 days 
Effective for at least 2 

years 
3 000 - 8 000 USD 

Microfracturing 
Ages < 40 with 

cartilage damages up to 
Generally arthroscopic Up to 12 months  Effective up to 5 years < 5 000 USD 
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4 square centimeters 

ACI/MACI 
Ages < 50 with 

cartilage damages up to 
10 square centimeters 

Often requires 2 
separate operations 

Up to 12 months 
Effective for at least 7 

years 
~ 22 600 USD 

Episealer Ages 18 to 70 Open surgery 
Up to 90 days, based 

on limited data 
No long term studies 

performed 
~3 000 EUR/unit 

Arthrosurface Ages 18 to 70 Open surgery 
Up to 90 days, based 

on limited data 
Up to 7 years, few long 

term studies performed 
~2 500 USD/unit 

 

A growing market  
Transparency Market Research estimates in the article “Knee Cartilage 
Repair Market Expected to Reach US$ 2.7 Bn Globally in 2023” the total 
global market for knee cartilage repair in 2014 to about 1.7 billion USD. The 
approximation is based on revenues and the research firm expects the 
market to grow with a CAGR of 5.8% to a value of 2.7 billion USD per year 
in 2023.  
 

Market by procedure type 
The image to the right illustrates an approximate market share segmented 
by procedure type, as stated by Transparency Market Research. As can be 
seen AC and microfracture are two procedures dominating the market in 
terms of revenue. 
 

Risk factors causing market growth 
Obesity increases the burden on the weight-bearing joints, such as knees, 
and thus increases the risk for OA. Body mass index (BMI) over 30 yields 
the classification “obese” according to scale set by the World Health 
Organization (WHO). With reference to a study presented in “Trends in 
adult body-mass index in 200 countries from 1975 to 2014: a pooled analysis 
of 1698 population-based measurement studies with 19.2 million 
participants” the percentage of people classified as obese was in 2014 
estimated to 25.7. The number is expected to growth to 35.1 per cent by 
2025. 

 

 
 
As stated in the article “Epidemiology and Burden of Osteoarthritis”, 
Litwic et al about one per cent of people between the ages of 25 and 34 in 
the western world suffer from OA in the knee. The percentage increase to 
about 19 per cent for people at an age above 45 and about 50 per cent in 
those 75 years and above.  

The UN estimates in “World Population Prospects: The 2015 Revision” 
that about 7.4 per cent of the global population was 65 years or older in 
2014. Graph below illustrates that this group has steadily increased since 
1965 and the organization estimates that by 2050 about 1.6 billion 
corresponding to about 16 per cent of the world population. 
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A treatment gap targeted by Episurf 

As can be seen from the graph below there is a gap of suitable cartilage 
repair procedures for patients above the 40s. The gap runs all the way until 
knee replacement is performed. The average age to undergo TKR is about 
70 and the procedure has a high success rate.  
 

 

The gap is related to age and exists due to the body’s limitation to create 
new cartilage when a specific age is reached. This gap is targeted by both 
Episealer and by Arthrosurface’s implants. 
 

Derivation of Episurf’s market 
The graph below shows the age distribution of patients in Scotland who 
consulted specialized care for OA.  The numbers are the result of a study 
from 2010 presented by NHS National Services Scotland. 

7,4% 

2% 

4% 

6% 

8% 
Percentage world population 65+  
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As earlier mentioned, according to Arthritis Foundation microfracturing 
and ACI/MACI are the most beneficial for patients under 40 respectively 50 
years of age. Based on the age distribution above only about 5.9 per cent of 
the OA-patients are actually suitable for treatment with one or the other of 
these two cartilage repair procedures. Also, the average age to undergo 
TKR is 70 years, implying that the treatment gap consists of around 41 per 
cent of the total population of OA-patients.  
 

Scale down to knee and translated to USD 
A study presented in “Brief report: differences in multi-joint symptomatic 
osteoarthritis phenotypes by race and sex: the Johnston County 
Osteoarthritis Project” Nelson et al. including 1 650 OA-patients showed 
that 25 per cent of the patients had OA in the knee. Assuming that this 
number can be used on the entire OA-patient population the size of the 
treatment gap relevant to Episurf’s current product portfolio is 10.25 per 
cent of all OA-patients. The treatment gap is thus valued at 3.3 billion 
USD. Since Episealer can be applied to the same patient group as 
Microfracture and ACI the total market value for Episealer is 5.11 billion 
USD per year. 
 

Episurf – under the hood 
Management 
Episurf has 24 employees with its own marketing and sales organization 
located in the UK, Germany, Benelux and the Nordics. Rosemary 
Cunningham Thomas is the company’s CEO since June 2015. Rosemary 
has studied business at the Wharton, UPenn and pharmacy at University of 
the Sciences in Philadelphia. Her most recent position was at Artemis 
Healthcare Ventures as CEO. Based on Rosemary’s background we believe 
she is very much a valuable asset for Episurf. Rosemary has ownership of 
Episurf shares corresponding to about 0.9 per cent.  
 
Jeanette Spångberg is COO since 2011 at Episurf and was previously at 
Nobel Biocare as Technical Manager. Jeanette also owns a small stake in 
Episurf’s stock. Pål Ryfors is CFO at Episurf since December 2015 and was 
previously CFO at Marginalen Bank. Pål has a degree in finance from 
Gothenburg University and a small ownership in Episurf’s stock.  
 

Advisory board 
Episurf’s advisory board consists of six well merited professionals. 
Professor Mats Brittberg introduced the ACI method for cartilage lesions. 
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Brittberg is well known in the field of orthopedics and a great asset to the 
company. Leif Ryd, former professor at Karolinska Institutet in Stockholm, 
is an orthopaedic surgeon with a career in clinical research, focusing on 
OA. Johannes Holz is orthopaedics and trauma surgery specialist at 
OrthoCentrum in Hamburg and Park-Klinik in Manhagen. Seppo 
Koskinen is Professor in medical radiology at Karolinska Institutet, 
Stockholm and senior consultant, Karolinska University Hospital, 
Huddinge. Tim Spalding is a specialist knee surgeon at University 
Hospitals Coventry and Warwickshire NHS Trust as well as an Honorary 
Associate Professor at University of Warwick. Karl Eriksson is an 
Associate Professor and surgeon at the Department of orthopedics at 
Sophiahemmet and Södersjukhuset, Stockholm. 
 

Chairman of the board and ownership 
Previously mentioned Dennis D. Stripe is since august 2016 the chairman 
of the board. The investment company Serendipity Innovations is the 
largest shareholder in Episurf.  
 

TEN LARGEST SHAREHOLDERS, 2016-09-30     

  Capital, %  Voting rights, %  

Serendipity Ixora 17,7 37,1 

Avanza Pension 4,9 3,4 

Rhenman Healthcare Equity L/s 4,3 3,0 

AMF Försäkring & Fonder 3,9 2,7 

LMK-bolagen 3,8 2,6 

Kaupthing Hf. 3,1 2,2 

Swedbank Försäkring 2,8 1,9 

Mikael Lönn 2,4 2,6 

Leif Ryd 2,4 3,9 

Tindaf AB 1,6 1,1 

Source: Holdings.se  
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Disclaimer 
Birger Jarl Securities AB, www.jarlsecurities.se, hereinafter referred to as 
Jarl Securities, publishes information about companies including the 
establishment of analyses. The information has been compiled from 
sources that Jarl Securities has deemed reliable, but Jarl Securities cannot 
guarantee the accuracy of the information. What’s written in the analysis 
should not be considered as recommendations or exhortation to invest in 
any financial instrument, warrants or similar. The opinions and 
conclusions expressed in the analysis is only intended for the recipient.   
  
The contents of the analysis may not be copied, reproduced or distributed 
to any other person without prior written approval from Jarl Securities. 
Jarl Securities shall not be held liable for either direct or indirect damages 
caused by decisions taken on the basis of information given in the analyses. 
Investments in financial instruments provide opportunities for gains and 
profits, but such investments are associated with risks. The risk varies 
depending on the different types and different combinations of financial 
instruments and past return on investment should never be considered as 
an indication of future return of investment.  
  
The analysis is not directed to U.S. persons (as defined in Regulation S 
under the US Securities Act 1940) and may not be distributed to such 
persons. The analysis is not directed to physical or legal persons in which 
the distribution of the analysis to such persons would involve or lead to a 
risk of infraction of Swedish or foreign law or regulation.    
  
Jarl Securities does not have any financial interest related to the subject 
explained in this analysis. Jarl Securities has routines for managing 
conflicts of interest, which ensure objectivity and independence. 


