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Cementing the foundations for growth 

Bonesupport has, over the course of 2019, laid the foundations for its commercially 

driven strategy to deliver accelerating growth of its CERAMENT platform. It is 

targeting 40+% annual revenue growth from 2020 as it seeks to affect a paradigm 

shift in the way that bone voids are treated. Q419 was the third consecutive quarter 

of record sales, with FY19 net sales of SEK155m up 61% on FY18. US quarterly sales 

have returned to their historic peak and client conversions under GPO contracts bode 

well for US sales momentum. In Europe/RoW antibiotic eluting products continue to 

show impressive growth (+45% y-o-y). Compelling clinical and health economics data 

will add further impetus to commercial efforts, with various studies supporting future 

reimbursement discussions (CONVICTION and SOLARIO) or regulatory approvals 

(FORTIFY). We upgrade our Bonesupport valuation to SEK43.3/share, or SEK2.27bn. 

 Year-end: December 31 2018 2019 2020E 2021E 

Sales (SEKm) 96.6 155.5 263.1  380.6  

Adj. PBT (SEKm) (174.9) (158.3) (74.1) (11.5) 

Net Income (SEKm) (176.4) (161.1) (74.4) (11.6) 

EPS (SEK) (3.4) (3.1) (1.4) (0.2) 

Cash (SEKm) 261.7 92.1 29.7  6.4  

EBITDA (SEKm) (172.9) (156.4) (66.7) (2.3) 

Source: Trinity Delta 

▪ US CERAMENT BVF sales return to prior peak  The 40-strong distributor network 

(c500 sales reps) delivered a fourth consecutive quarter of growth with Q419 US 

net sales of SEK23.3m (+26% on Q319), in line with the prior peak in Q217 under 

the legacy distributor model. Growth in new customer acquisitions, and re-ordering 

from ‘heritage accounts’, has been steady. First orders from hospitals under the 

Healthtrust GPO contract (effective December 1, 2019) have been secured, ahead 

of expectations given standard three-to-four month GPO conversion lead times, 

and should benefit sales momentum in 2020 and beyond. 

▪ Addressing customer concentration in Europe  FY19 net sales grew 40% to 

SEK87m despite Q419 (SEK23m, +23% on Q418) being impacted by ordering 

patterns at two large customers. CERAMENT G/V continue to perform well (86% 

of Europe/RoW sales). Customer dependency should reduce as direct markets 

(>84% of sales) have a broader client base geographically and by indication (eg 

Germany and trauma). ‘Revitalisation’ of distributor markets is planned.  

▪ Strong clinical and HEOR data support CERAMENT  Building on the clinical and 

health economics outcomes evidence base is vital to driving clinician and payer 

uptake. CERTiFy data in the Journal of Bone and Joint Surgery should assist in 

driving adoption of CERAMENT BVF in trauma. CONVICTION, a major randomised 

controlled study of CERAMENT G/V in chronic osteomyelitis funded by the French 

Ministry of Health, could open this market and improve reimbursement.  

▪ Valuation raised to SEK43.3/share  Updating our forecasts post-FY19 results and 

rolling forward our three-phase DCF valuation model, lifts our company valuation 

to SEK2.27bn or SEK43.3/share (previously SEK1.92bn or SEK37/share). Further 

upside could be unlocked by improved market access, development and expansion 

of the customer base, and potential US CERAMENT G launch in late-2022. 
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Financials and valuation 

Bonesupport’s Q419 net sales doubled in the space of 12 months, delivering a 

record SEK46m in net revenue vs SEK23m in Q418. Net sales were SEK155m for 

FY19 (+61% on FY18). Gross profit for Q419 was SEK41.1m (Q418: SEK19.6m) 

and SEK135.9m for FY19 (FY18: SEK81.5m). 

Both US and Europe/RoW showed solid sales growth, although performance in 

the US was stronger. US quarterly net sales have steadily and sequentially 

increased from SEK4.2m in Q418 (the first quarter of activity) to SEK23.3m in 

Q419. US net sales for Q419 were up 26% on Q319 (SEK18.5m), the first full 

quarter of sales through Bonesupport’s distributor network as exclusive 

CERAMENT BVF market rights were regained on May 23. US Q419 net sales of 

were also in line with the prior US sales peak in Q217 under the legacy Zimmer 

Biomet distributor model. US net sales were SEK68m for FY19. US gross margin 

stood at 94% for Q419, and 92% for FY19.  

Europe/RoW Q419 sales of SEK22.9m were up 21% on Q419, and up 11% on 

Q319 (a traditionally weak quarter for surgeries). The trend for stronger 

performance of the higher margin antibiotic eluting products CERAMENT G and V 

continued, with Q419 sales of SEK19.7m (86% of Europe/RoW revenues) up 23% 

on Q418 and 14% on Q319. FY19 net sales for Europe/RoW was SEK87.4m 

(+40% on FY18), of which SEK73.9m (+45%) was CERAMENT G/V. Europe/RoW 

gross margin was 84% for Q419 and FY19. 

On the expenses side, Bonesupport is emerging from a period of intense, albeit 

directed, investment into initiatives to accelerate CERAMENT sales growth, with 

disciplined cost control in other areas. Underlying quarterly sales expenses have 

remained broadly consistent during 2019 (adjusting for a SEK11m exceptional 

from product returns in Q219, and SEK2.3m in marketing spend delayed to Q419 

from Q319). Sales commissions have grown in line with revenues. G&A of 

SEK11.6m for Q419 reflected the impact of share-based compensation and was 

marginally higher than the SEK10-11m quarterly range for the rest of the year. 

R&D costs for Q419 were SEK18.5m, with declining expenditure on the FORTIFY 

study following full recruitment likely to be partly offset by SOLARIO study 

related costs. As mentioned earlier, costs associated with the new CONVICTION 

study will be met by the French government, although Bonesupport will 

contribute in the form of a modest grant. 

The Q419 operating loss was SEK38.6m (Q418: SEK45.0m loss) and net loss of 

SEK40.8m. The FY19 operating loss was SEK158.1m (FY18: SEK174.4m loss) and 

net loss of SEK161.1m. Net cash at end-December 2019 stood at SEK 81.7m. In 

January 2020, Bonesupport announced that it had secured an up to SEK60m 

credit facility with Skandinaviska Enskilda Banken (SEB). This is structured as an 

overdraft facility with a twelve plus twelve months maturity. This facility provides 

flexibility and financial headroom for Bonesupport to continue to invest 

accordingly in pursuing its growth strategy. 

FY19 was the first full financial year of Bonesupport’s growth strategy. Significant 

progress has been made in the ‘build phase’ of the implementation in both the US 

(eg establishment, training, and optimisation of the distributor network; impetus in 

securing GPO contracts etc) and Europe/RoW (eg staffing and deployment of the 

FY19 net sales have doubled vs 

FY18, with Q419 a third 

consecutive quarter of growth 

CERAMENT G/V performance 

in Europe/RoW continues to be 

strong 

 Cost discipline coupled with 

directed investment in growth 

strategy  

US quarterly sales in line with 

prior peak (Q217) 

SEB facility provides financial 

flexibility 

FY19 marks first full financial 

year of commercially focussed 

strategy 
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European commercial organisation particularly in the UK, Germany and Nordics). 

Over the coming quarters, the likely growth trajectory of CERAMENT sales 

globally should start to become more apparent. Various trends are emerging (eg 

CERAMENT BVF vs CERAMENT G/V sales in Europe/RoW), and we refine our 

sales forecasts to reflect these and the likely impact of the faster than expected 

GPO customer conversions. Exhibit 1 summarises the changes to 2020 estimates; 

we publish 2021 estimates for the first time in Exhibit 4. 

Exhibit 1: Summary of changes to estimates 
 

Sales (SEKm) EBITDA (SEKm) Adj. EPS (SEK) 
 

Old New Change Old New Change Old New Change 

2020E 271.7 263.1 (3.1%) (77.3) (66.7) N/A (1.6) (1.4) N/A 

Source: Trinity Delta  

These changes, coupled to rolling forward our three-stage DCF valuation model to 

reflect the passage of time and updating last reported net cash and shares 

outstanding, lift our valuation to SEK43.3/share vs SEK37/share previously.  

Exhibit 2: DCF-based valuation of Bonesupport 

Product Likelihood of 

success 

NPV ($m) NPV  

(SEKm) 

rNPV  

($m) 

rNPV 

(SEKm) 

rNPV/share 

(SEK) 

CERAMENT BVF (Europe/RoW) 100.0% 5.6 52  5.6 52.5 1.0 

CERAMENT G/V (Europe/RoW) 100.0% 64.0 604  64.0 604.2 11.5 

CERAMENT BVF (US) 100.0% 95.8 904  95.8 904.0 17.3 

CERAMENT G (US) 75.0% 145.6 1,375  109.2 1,031.1 19.7 

Operating costs 100% (43.2) (408) (43.2) (407.7) (7.8) 

Net cash at Q419 100% 8.7 82  8.7 81.7 1.6 

Total    276.4 2,609.4 240.0 2,265.7 43.3 

Source: Trinity Delta   Note: Assumes USD/SEK exchange rate of 9.4 and 12.5% discount rate. The valuation is based on explicit cash flows to 
2022, followed by a ten-year trending period, and a 2.5% terminal growth rate. 

Demonstration of continued successful execution, and more detailed financial or 

operational guidance, would likely prompt us to revisit our forecasts and valuation. 

A planned Capital Markets Day should provide more detail; we highlight future 

value generating milestones in Exhibit 3. 

Exhibit 3: CERAMENT value generating milestones 

 

Source: Bonesupport  

We upgrade our valuation to 

SEK43.3/share or SEK2.27bn 

Upcoming Capital Markets Day 

could provide valuable insights 

and guidance 
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Exhibit 4: Summary of financials 

 

Source: Company, Trinity Delta  Note: Historical adjustment of number of shares following 5:1 consolidation in 2017. Increase in loans in 
202e and 2021e is an illustrative SEK15m drawdown each year under the SEK60m working capital facility from SEB. 

Year-end: Dec 31             SEKm 2016 2017 2018 2019 2020E 2021E

INCOME STATEMENT

Revenues 104.6 129.3 96.6 155.5 263.1 380.6

Cost of goods sold (16.3) (16.9) (15.2) (19.6) (29.1) (41.5)

Gross Profit 88.3 112.4 81.5 135.9 234.0 339.1

R&D costs (38.2) (60.6) (66.1) (68.9) (68.4) (65.0)

Sales costs (79.8) (92.9) (133.3) (182.3) (189.4) (231.6)

Admin costs (60.7) (57.5) (58.3) (43.3) (45.3) (47.6)

Other expenses 1.6 (0.7) 1.9 0.5 0.6 0.7

Underlying operating profit (88.7) (99.3) (174.4) (158.1) (68.5) (4.3)

Other revenue/expenses 0.0 0.0 0.0 0.0 0.0 0.0

EBITDA (87.4) (98.1) (172.9) (156.4) (66.7) (2.3)

Operating Profit (88.7) (99.3) (174.4) (158.1) (68.5) (4.3)

Interest income 0.0 0.0 0.0 0.0 0.1 (0.0)

Interest expense (11.6) 0.0 0.0 0.0 (5.7) (7.2)

Other financing costs/income (9.2) (28.6) (0.5) (0.2) 0.0 0.0

Profit Before Taxes (109.6) (127.9) (174.9) (158.3) (74.1) (11.5)

Adj. PBT (109.6) (127.9) (174.9) (158.3) (74.1) (11.5)

Current tax income (0.6) (1.0) (1.5) (2.8) (0.3) (0.0)

Net Income (110.2) (128.9) (176.4) (161.1) (74.4) (11.6)

EPS (SEK) (4.3) (3.2) (3.4) (3.1) (1.4) (0.2)

Adj. EPS (SEK) (4.3) (3.2) (3.4) (3.1) (1.4) (0.2)

DPS (SEK) 0.0 0.0 0.0 0.0 0.0 0.0

Average no. of shares (m) 25.8 39.8 51.4 51.9 52.4 52.4

Gross margin 84.4% 87.0% 84.3% 87.4% 88.9% 89.1%

EBITDA margin N/A N/A N/A N/A N/A N/A

BALANCE SHEET

Current assets 183.7 588.1 316.4 173.1 116.7 126.4

Cash and cash equivalents 141.5 533.4 261.5 92.1 29.7 6.4

Accounts receivable 20.2 20.7 18.7 29.8 43.2 62.6

Inventories 14.5 22.1 23.7 39.3 31.9 45.5

Other current assets 7.5 12.0 12.5 11.9 11.9 11.9

Non-current assets 5.1 8.6 9.8 23.2 27.2 32.2

Property, plant & equipment 0.4 3.1 3.9 14.6 13.7 12.8

Intangible assets 4.5 5.2 5.5 7.7 12.5 18.4

Other non-current assets 0.2 0.2 0.4 1.0 1.0 1.0

Current liabilities (69.7) (145.7) (47.3) (66.0) (84.7) (107.6)

Short-term debt (25.1) (98.6) 0.0 (4.7) (19.7) (34.7)

Accounts payable (11.8) (11.6) (12.5) (13.6) (18.7) (26.7)

Other current liabilities (32.8) (35.6) (34.8) (47.7) (46.3) (46.2)

Non-current liabilities (84.8) (0.2) (0.3) (6.0) (6.0) (6.0)

Long-term debt (84.6) 0.0 0.0 (5.7) (5.7) (5.7)

Other non-current liabilities (0.2) (0.2) (0.3) (0.3) (0.3) (0.3)

Equity 34.3 450.8 278.5 124.3 53.2 45.0

Share capital 687.7 1,220.4 1,220.3 1,224.7 1,224.7 1,224.7

Other (653.4) (769.7) (941.7) (1,100.4) (1,171.5) (1,179.7)

CASH FLOW STATEMENTS

Operating cash flow (81.9) (107.5) (171.6) (164.3) (72.2) (32.1)

Profit before tax (88.7) (99.3) (174.4) (158.1) (68.5) (4.3)

Non-cash adjustments 7.7 16.7 3.8 17.4 4.4 4.6

Change in working capital 10.8 (12.5) 2.0 (18.1) (0.9) (24.9)

Interest paid (11.6) (11.7) (0.8) (0.2) (5.6) (7.2)

Taxes paid (0.1) (0.7) (2.2) (5.2) (1.7) (0.2)

Investing cash flow (1.4) (4.7) (2.7) (4.2) (5.1) (6.2)

CAPEX (1.4) (4.6) (2.6) (4.2) (5.1) (6.2)

Other investing cash flows 0.0 (0.1) (0.1) 0.0 0.0 0.0

Financing cash flow 155.1 504.8 (98.8) (1.6) 15.0 15.0

Proceeds from equity 103.7 532.8 (0.2) 4.1 0.0 0.0

Increase in loans 51.4 (27.9) (98.6) (5.7) 15.0 15.0

Other financing cash flow 0.0 0.0 0.0 0.0 0.0 0.0

Net increase in cash 71.8 392.6 (273.1) (170.1) (62.3) (23.3)

Exchange rate effects 0.8 (0.7) 1.2 0.7 0.0 0.0

Cash at start of year 68.9 141.5 533.4 261.5 92.1 29.7

Cash at end of year 141.5 533.4 261.5 92.1 29.7 6.4

Net cash at end of year 31.8 434.7 261.5 81.7 4.3 (34.0)
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Disclaimer 

Trinity Delta Research Limited ("TDRL"; firm reference number:  725161), which trades as Trinity Delta, is an appointed representative of 
Equity Development Limited ("ED"). The contents of this report, which has been prepared by and is the sole responsibility of TDRL, have 
been reviewed, but not independently verified, by ED which is authorised and regulated by the FCA, and whose reference number is 
185325.  

ED is acting for TDRL and not for any other person and will not be responsible for providing the protections provided to clients of TDRL 
nor for advising any other person in connection with the contents of this report and, except to the extent required by applicable law, 
including the rules of the FCA, owes no duty of care to any other such person. No reliance may be placed on ED for advice or 
recommendations with respect to the contents of this report and, to the extent it may do so under applicable law, ED makes no 
representation or warranty to the persons reading this report with regards to the information contained in it. 

In the preparation of this report TDRL has used publicly available sources and taken reasonable efforts to ensure that the facts stated 
herein are clear, fair and not misleading, but make no guarantee or warranty as to the accuracy or completeness of the information or 
opinions contained herein, nor to provide updates should fresh information become available or opinions change.  

Any person who is not a relevant person under section of Section 21(2) of the Financial Services & Markets Act 2000 of the United 
Kingdom should not act or rely on this document or any of its contents.  Research on its client companies produced by TDRL is normally 
commissioned and paid for by those companies themselves (‘issuer financed research’) and as such is not deemed to be independent, as 
defined by the FCA, but is ‘objective’ in that the authors are stating their own opinions.  The report should be considered a marketing 
communication for purposes of the FCA rules. It has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research and it is not subject to any prohibition on dealing ahead of the dissemination of investment research. 
TDRL does not hold any positions in any of the companies mentioned in the report, although directors, employees or consultants of TDRL 
may hold positions in the companies mentioned. TDRL does impose restrictions on personal dealings. TDRL might also provide services to 
companies mentioned or solicit business from them. 

This report is being provided to relevant persons to provide background information about the subject matter of the note. This document 
does not constitute, nor form part of, and should not be construed as, any offer for sale or purchase of (or solicitation of, or invitation to 
make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any part of it, form the basis of, or be relied 
on in connection with, any contract or commitment whatsoever. The information that we provide is not intended to be, and should not in 
any manner whatsoever be, construed as personalised advice. Self-certification by investors can be completed free of charge at 
www.fisma.org. TDRL, its affiliates, officers, directors and employees, and ED will not be liable for any loss or damage arising from any use 
of this document, to the maximum extent that the law permits. 

Copyright 2020 Trinity Delta Research Limited. All rights reserved. 

 

More information is available on our website:  www.trinitydelta.org 
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