
 
    

 

Description: Abiomed is essentially a monopoly addressing a highly under penetrated market 

opportunity with a critical unmet need. This unmet need is the ability to ensure blood flow to critical 

organs during high-risk procedures on the heart.  

 

BUY/HOLD/SELL 
 Current Price:  $330.35 

 Target Price:  $397.76 

 Market Cap:  15B 

 EBITDA:                      28.4 

 WACC:                        8.125 

 Short Interest Ratio: 1.44 

 Zero Debt 

 
 

Purple: Edward Life Sciences 
Green: ICU Medical Corp  

 

Thesis:  
The recent drop in price does not reflect the value 
of ABMD and is an opportunity to buy. Abiomed 
has significant opportunity for growth within its 
current 5B market of 210,000 patients and no 
direct competition. They have a new indication 
going through the FDA approval process that 
could lead to 200,000 new patients and runaway 
growth. 

Catalysts:  
 Short Term(within the year): Market 

penetration within current indications 

 Mid to long Term(1-4 years): STEMI 
Indication continues approval process 
 

 

Earnings Performance: 
Abiomed’s marginal EBITDA had a 31% YoY increase from 2017-2018. They are having a massive 

increase in revenue, which is allowing them to spend more on growing the company, while maintaining 

this level of EBITDA. They will continue with this trend as their products gain more market exposure. 
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Medical Device Industry Outlook: 
The medical device sector has outperformed the healthcare industry. The Centers for Medicare & 

Medicaid Services National Health Expenditures projects steady growth in Hospital Care at around 5.6 

percent, which is up from 4.6 percent over 2016 and 2017. The baby boomer population is getting to the 

age where they will need more and more healthcare. Heart care is currently #1 in The 2016 American 

Heart association report predicted heart care expenditures to jump from $555B in 2016 to $1.1T by 2035. 

Major growth is inevitable for Abiomed if they can keep up with the rising demand.  

  

Competition and Market Penetration: 

A major plus for investors is the lack of competition Abiomed faces. Impella heart pumps are currently 

the only FDA PMA approved minimally invasive hemodynamic support devices for high risk PCI or 

cardiogenic shock. When questioned regarding market entrants, the CEO suggested that any similar 

device is at least 4 to 6 years out. 

The current FDA approved products and their approved indications have a 5 billion dollar annual U.S. 

market based on number of high-risk patients. Now, what is so exciting about this company’s potential for 

organic growth is its lack of market penetration. Of the 210k potential patients who stand to benefit from 

treatment from Impella, only 9-10% with the products. 



 
    

 

 

 

 

Business Model: 

Their business model is set for success. A sales representative convinces the decision makers at a 

hospital to use the Impella Device. Once they are on board, the hospital orders a few. If the surgeons 

give positive reviews, they make a reorder.  

Something that jumped out was that in the total surgeries where Impella is used, 70% have an Abiomed 

employee in the operating room. This philosophy induces a relationship between Abiomed and the 

surgeon and helps to mitigate the risk of improper usage.  

The Impella device has proven to lower length of hospital stay and overall hospital stay by reducing 

complications. Hospitals and surgeons have a goal to save patients’ lives, but money runs the world. 

Reducing costs and saving lives is Abiomed’s value proposition. 

Training and Marginal Increase in Sales Force: 

A major focus in the most recent earnings call was the training of physicians and internal sales force. In 

Q1 nearly half of the employees came to the commercial kickoff meeting. A combined 750 physicians 

were educated on product usage either through onsite training or at the heart recovery institutes in 

Danvers, Massachusetts and Aachen, Germany. 

They added fifty-two employees to the company over Q1. Historically Abiomed had 5 to 10 additional 

distribution employees per quarter. Q1 had 14 hires, which is a 40% increase over the previous quarter. 

Sales force is the driving force behind growing the hospitals, surgeons, and patients. Management is 

strategically using the cash flow to increase value. 



 
    

 

Current Indications and Related Products: 

System Explained: 
Physicians use Impella devices by inserting a catheter (tube) through an artery or vein, 
navigating and entering the heart, and artificially pumping blood to essential organs.   

 
Indications: 

 

 Advanced Heart Failure: late stage weakening of the heart over time 
that often leads to death. Coronary artery disease and heart failure 
as a result is the #1 cause of death in the United States.  

1. Impella 2.5 and Impella CP devices are approved to treat certain advanced heart failure patients 
undergoing elective and urgent percutaneous coronary interventions (PCI) such as stenting or 
balloon angioplasty, to re-open blocked coronary arteries.  

2. Protected PCI is the use of a device like Impella to provide extra blood flow, while a heart 
blockage is opened with a stent or angioplasty. 

 

 Cardiogenic Shock: extremely low blood flow from the heart. The heart cannot pump 
enough blood to essential organs. It happens most often after a severe heart attack. It is 
the #1 Cardiac Mortality Risk. 

1. The Impella 2.5®, Impella CP®, Impella CP® with SmartAssist, Impella 5.0® and Impella 
LD® are FDA-approved heart pumps used to treat heart attack or cardiomyopathy 
patients in cardiogenic shock, and have the unique ability to enable native heart recovery, 
allowing patients to return home with their own heart.  

2. According to a 2015 to 2018 study done on 11,566 U.S. Patients with acute myocardial 
infarction cardiogenic shock, which is a severe heart attack with cardiogenic shock, the 
survival rate increased by 24% since Impella’s FDA approval on the Cardiogenic Shock 
indication. The historical survival rate was at around 50%. Patients and physicians have 
benefited to a major extent. 

 Right Heart Failure 
1. Abiomed's right-side heart pump, the Impella RP® device, is FDA approved to treat 

patients experiencing acute right heart failure or decompensation following left ventricular 
assist device implantation, myocardial infarction, heart transplant, or open-heart surgery. 

 

 
 
Market Share Increase: 
In the first quarter of fiscal 2019, Impella adoption in the Protected PCI and cardiogenic shock grew 24% 
and 37%, respectively. 

 



 
    

 

 
Utilization of Devices: 
88% of the revenue comes from the Imella CP and Impella 2.5. The primary use of these devices is in 
cardiogenic shock and Protected PCI procedures. The figures below show the survival increases in these 
procedures. 
 
The figure on the left depicts the increase in survival rate versus the older technology for cardiogenic 
shock. 
The figure on the right depicts the increase in survival rate versus older technology for Protected PCI. 
 

 

 

 

Higher Investment in R&D 

R&D jumped 26% in Q1 from the previous year. They are focusing on utilizing their revenue to invest in 

products in the pipeline. The earnings call specifically mentioned the clinical costs for an entirely new 

indication. The overall R&D expense has continued to grow YoY.  Fiscal 2018 had an increase of $8.9 

million, or 13%, to $75.3 million from $66.4 million for fiscal 2017.  

Abiomed’s future cash flows rely on the success rate of their research and development. More 

successful indications and products available on the market, brings more value to the investors.  

Current Product Pipeline: 

Impella 5.5: 2018 CE marked. 30-day, ambulatory, wean-able, forward-fl ow unloading heart device with 

peak flows of more than 6 liters per minute 

Impella ECP: blood flow of greater than three liters per minute 

Impella BTR: micro heart pump with integrated motors and sensors 

 

 



 
    

 

Pre-Clinical Study & New Indication: 

On February 14, 2018 the Impella 2.5 and Impella CP heart pumps were given extended FDA approval 

beyond their previous scope. The price reflected the additional possible revenue. The price below 

reflects the jump. 

 

 

STEMI Indication: 

STEMI Explained:  

STEMI is a type of major heart attack. Abiomed hopes to provide an Impella system that reduces the 

possibility of heart failure in situations where cardiogenic shock does not occur. The basic idea is to 

prevent heart failure for patients who have severe heart attacks. 

The just completed a feasibility trial, which is test in a small number of patients. The results of the trial will 

be unveiled on November 1, 2018 at the American Heart Association. Abiomed was tight lipped on the 

approval for RCT (random clinical trials), but they seem optimistic, because they often mention it in their 

releases and presentations. 

Investor Presentation Information on STEMI: 

 FDA approval of feasibility study to evaluate Impella CP® use patients with ST segment elevation 

myocardial infarction (STEMI), without cardiogenic shock. 

 Hypothesis: Unloading may have impact on infarct size related to reperfusion injury in STEMI 

patients. 



 
    

 

 STEMI patient represents a potenti.al new patient indication (200k / year) that may benefit from 

Impella unloading the left ventricle. 

What does this mean? 

The current patient population for Impella devices is 210,000 patients. If approval for STEMI patients 

happens, Abiomed will have access to 200,000 new patients. The potential market doubling will create 

runaway growth for Abiomed. 

They have shown proven profitability in their other indications. It is important to note that as great of 

technologies purpose, the bottom line is that physicians need to adopt it. Their increased use of the 

impella system gives cause for belief in this study and belief in adoption. 

 

 

Ownership: 

 

 

% of Hedge fund managers have fluctuated during this year, but the last two months have been 

consistent. This means that  

Short Interest: 

The short interest ratio has trended downward, reflecting positivity on the stock, and/or a possible profit 

take on their shorts.  



 
    

 

 

 

 

 

 

 

 

Sensitivity Analysis: 

Base Case: Median Analyst Estimates. Intrinsic value at $369.35 and target 

at $397.76 

 

Bullish Case: 1% increase in revenues for 2022 and 2023, STEMI FDA 

approval happens early. Intrinsic value at $375.47 and target at $403.99 



 
    

 

 

Bearish Case:  

STEMI fails and slows growth by 2% for 2022-2028. Intrinsic value at 

$337.61 and target at $363.44. 

 

Conclusion:  

Abiomed is in position for runaway growth with their business model. They have no current completion, 

and any comparable device is 4-6 years out at the earliest. They are strategically growing their ability to 

utilize their remarkable Impella devices with new indications. Their opportunity to double the patients they 

can reach with the STEMI indication is cause to buy into this company at the current price.  



 
    

 

 

 


