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Investment Highlights 
 
1)  ChromaDex has again been busy this summer, in this case 
launching its proprietary retail supplement line including pTeroPure, 
branded BluScience.  Last week the Company announced a 
distribution agreement with GNC (NYSE/GNC/Not Rated) to place 
four new products 
in the BluScience 
line in up to 2,600 
corporate stores 
beginning in July. 
The four products 
are: 1) HeartBlu 
for cardiovascular 
health; 2) 
EternaBlu which 
includes anti-oxidants for anti-aging support; 3) TrimBlu for weight 
management; and 4) Blu3Go, a caffeine-containing melt lozenge for 
energy support.   Earlier this month the Company received GRAS 
(generally regarded as safe) designation for pTeroPure from an 
independent scientific panel, paving the way for launch of the product 
into the food and beverage industry (estimated in Q3/2011) in addition 
to its current use in nutritional and dietary supplements. 
  
2)  The Company also recently reported its financial results for 
Q1/2011, including revenues of $2.5 million, up 31% from the prior 
year period, and a net loss of $1.2 million or ($0.02) per share, as 
compared with a small net profit of $33,000 in Q1/2011.  Much of the 
loss in Q1/2011 was related to non-cash stock compensation, and 
without this item the net loss for Q1/11 would have come in at 
approximately $420,000 or ($0.01) per share. Company management 
did not provide additional details on the components of revenue, 
although higher shipments of bulk materials during the quarter most 
likely implies continued growth in ChromaDex’s new pTeroPure 
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product line.  Eliminating the effect of non-cash expenses during the quarter, both sales and marketing expenses 
and general and administrative costs nearly doubled year-over-year in Q1/2011, as the Company intensified its 
R&D and marketing efforts for its new pTeroPure launch this year. We estimate that cash burn was 
approximately $300,000 in the first quarter for ChromaDex, more than covered by proceeds received during the 
quarter from the exercise of warrants and options driven by higher share prices achieved over the past twelve 
months; thus at the end of the quarter the Company’s cash on hand increased to $2.9 million from $2.2 million 
at the start of Q1/2011, with no long-term debt.   
 
3)  Although ChromaDex management did not provide financial guidance for this fiscal year in the Q1/2011 
financial report and did not hold a conference call, the Company’s strategies for growth were well documented 
in the most recent slideshow presentation dated June 14th, 2011 and provided in a link on ChromaDex’s website. 
The updated presentation gives several reasons for expected growth of the Company’s legacy phytochemical 
analytical and chemistry-based service business, including an upcoming implementation by the US FDA of 
Good Manufacturing Practices (GMP) for dietary supplements as well as continued R&D support in this 
growing area by large corporate clients such as Nestle Health Science and Pepsi Global Nutrition Group. The 
presentation also highlights the planned product roll-out for pTeroPure into food and beverages (Q3/2011), 
cosmeceuticals (Q4/2012), sun care products (Q2/2013), and pharmaceutical products (2014), and also 
discusses several historical brand success-story precedents for pTeroPure such as Cargill’s Corowise ($30 
million in annual sales) and Martek’s life’s DHA ($150 million) in the ingredient area and Glaxo’s Lovaza 
($150 million) in the pharmaceutical market.  Altogether, we are maintaining our financial estimates for 
ChromaDex for 2011 of $9.8 million in revenues (representing 30% growth over 2010) and a net loss of a little 
under $1.0 million, or ($0.02) per share. Due to a high amount of non-cash expense items anticipated for this 
year, our forecast also includes positive operating cash flow for ChromaDex for 2011.  
   

Conclusion 
 
ChromaDex has a unique position in a growing field: The leading provider of phytochemical standards and 
discovery services to the fastest growing natural products segment of the expanding nutritional supplements 
market, itself benefitting from a recession-induced consumer switch to over-the-counter and natural remedies.  
ChromaDex has bolstered its balance sheet in the past year and at the same time aligned itself with major 
players in the pharmaceutical/generics industry, all while nearing cash-flow break-even for 2010 and also 
forecast for 2011.  While shares of ChromaDex have appreciated solidly so far this year (15%), and fared better 
than shares of several other stocks included in our four-member comparable group such as Enzo Biochem 
(NYSE/ENZ/Not Rated), Martek Biosciences (Nasdaq/MATK/Not Rated) and Senomyx (Nasdaq/SNMX/Not 
Rated), the recent success (up 31% since April 1st IPO) of new issues such as GNC Corp. (NYSE/GNC/Not 
Rated) reflect the potential investor appetite for stocks in this area. Therefore, we believe investors could be 
rewarded with potential share appreciation up to $2.25 for CHDX over the next 12-18 months, representing 14X 
estimated 2011 revenues and share price levels just slightly above highs reached earlier this year, and thus we 
reiterate our BUY rating on these shares. 
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Catalysts/Investor Timeline 
 

1) Reporting of operating results for Q2/2011 – Mid-August 2011 

2) Additional partners and/or product line extensions for pTeroPure – 2011 

3) Completion of clinical & marketing studies for pTeroPure - 2011 

4) New product introductions/licensing agreements – 2011-2012 

5) Potential acquisitions – 2011-2012 

6) Expansion of current facilities and production/services capacity – 2011-2012 

7) Build-out of pilot manufacturing plant  – 2011-2012 

 

Risk Factors 
 

We believe an investment in ChromaDex involves the following risks: 

• Regulatory risks – ChromaDex is subject to oversight from several US federal agencies such as the FDA 
and USDA for its laboratory and manufacturing facilities. Similarly, the Company’s partners and service 
clients in the scientific and research community are heavily involved in both government-funded research 
and new product development and are subject to regulatory review. Any changes in the research funding 
environment or in regulatory rules could negatively affect the Company and its clients’ prospects. 

• Reliance on new products — ChromaDex recently introduced pTeroPure, its first major self-marketed 
proprietary product, and saw the first significant sales from this product in the second quarter of 2010. 
PTeroPure sales have been a contributing factor in the Company’s growth to date and are forecast to be a 
major factor going forward.  This product and proprietary sales in general are new initiatives for the 
Company, and any unforeseen developments in the near future, such as new competition, shortages of raw 
material supply, or adverse publicity could have a negative impact on the Company’s operations. 

• Need to raise additional capital – ChromaDex has recently completed a private placement and greatly 
strengthened its balance sheet in 2010; Nevertheless, the Company is currently not operating at a profit and 
should ChromaDex accelerate its capital spending or continue to operate at a loss for a number of quarters 
in the future the Company could be required to raise additional capital. Alternatively, ChromaDex has a 
large number of warrants outstanding that are priced at or near current trading levels (approximately 10% of 
shares outstanding) which could be a source of additional capital without the need to complete a new 
financing.  However, the exercise of existing warrants could also have an adverse affect on future share 
price due to potential dilution from new shares issued to meet these obligations.  
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Important Disclosures: 
 
Price Chart: 
 

 
 
Price target and ratings changes over the past 3 years: 
Initiated – October 5, 2010 – Target $2.25  
 
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 not received investment banking compensation from the company mentioned in this report but 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 23 85% 8 35% 
Neutral 4 15% 3 75% 
Sell 0 0% 0 0% 
Total 27 100% 11 41% 

 

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 
limited to shares of stock and/or warrants, which may or may not include the securities referenced in this report. The Firm, its officers, directors, analysts or employees may affect transactions in and have 
long or short positions in the securities (or options or warrants with respect thereto) mentioned herein. Although the statements of fact in this report have been obtained from and are based upon 
recognized statistical services, issuer reports or communications, or other sources that the Firm believes to be reliable, we cannot guarantee their accuracy. All opinions and estimates included in this 
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 
securities discussed or recommended in this report may be unsuitable for investors depending on their specific investment objectives and financial position. This report is offered for informational purposes 
only, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such would be prohibited. Additional information is available upon request. 
 


