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Investment Highlights 
 
1)  Cambridge Heart has been busy this fall in international markets, first with 
regulatory approval in Mexico followed soon thereafter with the signing of a 
distribution partner in Singapore. In Mexico, the Company’s first foray into 
Latin America, partner Mayerick S.A. will distribute the HearTwave II 
System (which includes software and sensors) as part of an agreement 
originally signed in August 2010.  In Singapore, Cambridge Heart announced 
a distribution agreement with EO Medical, also for the HearTwave II system, 
and estimates this new market can be launched sometime next year following 
a six- to nine-month regulatory approval period. Cambridge Heart currently 
markets its systems in other Asian markets, most notably Japan. 
 
2)  The Company recently reported their financial results for Q2/2011, 
posting revenues of $542,000 versus $654,000 in the prior year period, and a 
net loss of ($1.4) million or ($0.01) per share, versus a net loss of ($1.4) 
million or ($0.02) per share in the prior year period. Revenues were 
negatively impacted in the quarter by a switch in emphasis to marketing the 
OEM Module with partner Cardiac Science, away from sales of the 
HearTwave II system. Gross profit fell to $126,000 in the quarter from 
$223,000 in the prior year period due to the lower sales volumes, but the 
Company was able to compensate by reducing overhead expenses, with the 
net result being very comparable net losses year-over-year. Cash burn from 
operations during the quarter was approximately $1.3 million, and the 
Company had close to $1.6 million in cash at quarter end. Non-cash expenses 
were approximately $160,000 during the quarter. Revenues declined for 
Alternans products both domestically and internationally, but stress and other 
products held nearly steady during the quarter. 
 
3)  For the calendar year as a whole, we are estimating that Cambridge Heart 
will post $2.6 million in revenues, a decline of 8% year-over-year from 2010, 
and below our previous estimate of $3.1 million, and incur a loss of 
approximately $5.0 million, or ($0.05) per share, as compared with a loss of 
$5.2 million or ($0.07) per share in 2010. Our estimates for 2011 encompass 
a 30% gross profit margin, R&D costs of $570,000 (equal with 2010 levels), 
other overhead expenses of $5.2 million (down from $5.4 million in 2010), 
and shares outstanding of 98.5 million.  
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Current Price $0.15

Price Target $0.50

Estimates F2009A F2010A F2011E
Revenue($000s) $3,232 $2,819 $2,600
1Q March 836 658 637 A
2Q June 793 654 542 A
3Q September 798 793
4Q December 805 715
Prev. Rev. Estimate ($000s) $3,100

EPS ($0.12) ($0.07) ($0.05)
1Q March (0.03) (0.02) (0.01) A
2Q June (0.03) (0.02) (0.01) A
3Q September (0.03) (0.01)
4Q December (0.03) (0.02)
Previous EPS Estimate ($0.04)
P/E (x) N/A N/A N/A

EBITDA/Share ($0.10) ($0.06) ($0.05)
EV/EBITDA (x) N/A N/A N/A
Stock Data
52-Week Range $0.12-$0.39
Shares Outstanding (mil.) 98.5
Market Capitalization (mil.) $14.8
Enterprise Value (mil.) $13.2
Debt to Capital (6/11) N/A
Book Value/Share (6/11) N/A
Price/Book N/A
Average Trading Volume (3-month) 64,400
Insider Ownership 23.3%
Institutional Ownership 1.4%
Short interest 15,000
Dividend / Yield $0.00/0.0%

Price target and ratings changes over the past 3 years:
Initiated - July 19, 2010 – Buy - Target $0.50 
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4)  Despite the recent reduced quarterly results, we there are still several reasons to be optimistic regarding the Company’s 
long-term outlook, in addition to the recent strides in the international market.   In July, Cambridge Heart announced an 
agreement with Cardiac Science to include the new MTWA module (at no charge) on every new Q-Stress System sale 
through the end of 2011 – a strategy which management expects to expand the number of Modules in place significantly 
and lead to higher sales next year – especially of higher margin sensors and other disposables. The Company also 
continues to move ahead with its cardiac ischemia MTWA application pilot study, with 122 patients (as of August 15th) 
already enrolled at two clinical sites in this 200-patient trial. Enrollment is expected to be completed soon with full data 
analysis still on track to be completed by the end of 2011.  Cambridge Heart is also making headway in obtaining 
reimbursement coverage for its MTWA test, and in June revealed that UnitedHealth Group (NYSE/UNH/Not Rated) 
made MTWA testing a covered benefit for its 32 million UnitedHealthcare US HMO enrollees. UnitedHealthcare follows 
other large providers covering the MTWA test, including Aetna (NYSE/AET/NR), Humana (NYSE/HUM/NR), Cigna 
(NYSE/CI/NR), several Blue Cross Blue Shield plans as well as Medicare. Finally, and additional reimbursement helps in 
this effort, Company management continues to seek additional OEM partners for its MTWA module, including leading 
players in the stress test markets such as General Electric (NYSE/GE/Not Rated), US-based Welch Allyn (Private) or 
Swiss-based Schiller AG (Private).  
 

Conclusion/Stock Valuation 
 
Cambridge Heart made solid progress in 2010, and although continued progress has been slow to materialize so far in 
2011, we believe there are several key catalysts remaining over the next 12-18 months to entice investors in becoming re-
energized with the prospects for appreciation of CAMH shares. Thus, we are maintaining our BUY rating on shares of 
CAMH and 18-24 month price target of $0.50, still below trading ranges of just last year, and representing approximately 
19X this year’s forecasted revenues of over $2.6 million and a potential valuation also similar to the buy-out enterprise 
value recently received (in cash) for partner Cardiac Science.  

 

 Catalysts/Investor Timeline 
 

1) Launch of Cardiac Sciences OEM Module – late Q3/2010 

2) Q3/2011 financial results announced – mid-November 2011 

3) Additional OEM partnerships signed for MTWA module – 2011-2012 

4) Completion of enrollment in ischemia trial –  late 2011 

5) Full data analysis of ischemia trial – end of year 2011 

6) New international distribution partners for HearTwave II product line  – 2011/2012 

7) New strategic initiative for MTWA technology (drug development/clinical trials) – 2011/2012  

 
Risk Factors 
 

We believe an investment in Cambridge Heart involves the following risks: 

• FDA and regulatory risks – Cambridge Heart is subject to regulatory review for its ongoing research and 
development activities, principally the US Food and Drug Administration’s 510 (k) application process but also with 
other regulatory agencies as well, including in Europe and Asia. In addition, the manufacture and testing of the 
Company’s OEM modules, testing systems and sensors are subject to additional oversight and regulation by the FDA 
on an ongoing basis.   

• Reliance on marketing partners and distributors — Currently, Cambridge Heart has relied heavily but not 
exclusively on marketing partnerships with St. Jude Medical in the US and distributors in Europe and Asia, especially 
Japan. Most recently, the Company has signed a marketing partnership in the US with Cardiac Sciences for an 
MTWA OEM module, launched last year, and hopes to sign additional partnerships in the future in a similar vein. 
Should any of the Company’s major partners or distributors experience financial difficulty or a change in business 
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strategy (through a merger, for example) CAMH’s near-term revenues could suffer a downturn. The Company’s 
client list still remains very diverse, even with large partners, which may soften the negative effect of a loss of a key 
partner in the future. 

• Uncertain reimbursement environment – Current depressed economic conditions have caused a great deal of 
concern and debate among federal and state executives and legislatures regarding budgetary issues, including the 
potential need for reductions in reimbursement levels for Medicare and Medicaid expenditures going forward.  Any 
reductions in the levels of reimbursement rates for cardiac testing or other, related procedures and services could 
adversely affect Cambridge Heart’s revenues and margins going forward. 

• Reliance on International sales – Recently, Cambridge Heart announced regulatory approval for marketing its 
HearTwave II system in Mexico and a distribution agreement for this same product in Singapore, although marketing 
approval is still needed in that country before sales can commence.  International sales entail a number of risks in 
addition to risks related to domestic sales, such as foreign currency translation risks, political risks, and risks 
stemming from the exclusive use of outside distributors. 

• Need to raise additional capital – Cambridge Heart is currently not operating at a profit or with positive cash flow, 
and is not expected to do so in the near future, thus possibly requiring the need to raise additional capital in the next 3-
6 months.   
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Source: Dawson James Securities, Inc. estimates; Company documents
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Important Disclosures: 
 
Price Chart: 
 

 
 
Price target and ratings changes over the past 3 years: 
Initiated – July 19, 2010 – Buy – Price Target $0.50  
 
Analyst Certification: The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this 
report accurately reflect his personal views about any and all of the subject securities or issuers discussed; and 2) no part of the 
research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by 
the research analyst in this research report; and 3) all Dawson James employees, including the analyst(s) responsible for preparing this 
research report, may be eligible to receive non-product or service specific monetary bonus compensation that is based upon various 
factors, including total revenues of Dawson James and its affiliates as well as a portion of the proceeds from a broad pool of investment 
vehicles consisting of components of the compensation generated by investment banking activities, including but not limited to shares 
of stock and/or warrants, which may or may not include the securities referenced in this report. 
  
Dawson James has received investment banking compensation from the company mentioned in this report and may actively seek 
compensation for investment banking services in the future.  Dawson James does not make a market in this security.  Neither the 
research analyst whose name appears on this report nor any member of his household is an officer, director or advisory board member 
of the company.  Dawson James did not receive any other compensation from the company in the previous 12 months. The Firm and/or 
its directors and employees may own securities of the company(s) in this report and may increase or decrease holdings in the future, 
but the firm as a whole does not beneficially own 1% or more of any class of common equity securities of the subject company. 
 
 
Ratings definitions: 1) Buy: the stock is expected to appreciate and produce a total return of at least 20% over the next 12-18 
months; 2) Neutral: the stock is fairly valued for the next 12-18 months; and 3) Sell: the stock is expected to decline at least 20% over 
the next 12-18 months and should be sold. 
 

 Company Coverage Investment Banking 
Ratings Distribution # of Companies % of Total # of Companies % of Totals 

Buy 27 84% 8 30% 
Neutral 4 13% 3 75% 
Sell 1 3% 0 0% 
Total 32 100% 11 34% 

 

Information about valuation methods and risks can be found in the “STOCK VALUATION” and 
“RISKS” sections of this report. 

 

DAWSON JAMES SECURITIES, INC., Member SIPC, FINRA, (the "Firm") does not make a market in these securities.  The Firm may perform or seek to perform investment banking services for these 
companies in the future. Analysts receive no direct compensation in connection with the firm's investment banking business. All Dawson James employees, including the analyst(s) responsible for 
preparing this research report, may be eligible to receive non-product or service specific monetary bonus compensation that is based upon various factors, including total revenues of Dawson James and 
its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation generated by investment banking activities, including but not 
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report constitute the analyst’s judgment as of the date of this report and are subject to change without notice. The Firm may affect transactions as principal or agent in the securities mentioned herein.  The 
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