
 
 
 
 
 

Page 1 of 5 – Copyright © 2008 wise-owl.com – please read disclaimer at the end of this 
document for terms 

 
Cellmid Limited (ASX:CDY)  

Validated cancer diagnostic kit gives 
potential to enter US$45bn market … 

 14-11-2010 

Analyst: Sven Restel 
 svenr@wise-owl.com 
 +61 2 8198 7220 
 

        Spec Buy 
Target: $0.145 

 

 

First ever validated midkine blood test completed. The MK Elisa test will 
be used for an accurate measurement of midkine in blood. Midkine levels in 
humans are elevated in most cancers. The MK Elisa test can potentially detect 
cancer as early as stage 0 which greatly increases the chance of survival. The 
test can also detect midkine in animals, making it useful for the veterinary 
market. Cellmid is currently applying for regulatory approvals to satisfy EU 
consumer safety and health requirements, which is the next step in becoming 
the ‘gold’ standard as a diagnostic kit in the US$45bn cancer diagnostic 
market. At first the product will only be available to the research market and 
will be used for Cellmid’s in-house diagnostic programs including the 
previously mentioned CK3000 program being conducted in Japan.  
 
Midkine to be tested for cosmeceutical products. Cellmid intends to use its 
midkine IP and technology for testing a treatment for hair loss. The first step 
will be pre-clinical trials with the possibility of getting a product on the market 
within 3-4 years. 52 million people use hair loss products annually in the USA, 
spending US$1-2 billion. To fund the trials, Cellmid has created a wholly 
owned subsidiary, Advangen International Pty Ltd, and signed distribution 
rights covering Australia/NZ and EU/USA for the sale of hair growth products 
developed in Japan. These products have sold 500,000 units during the past 
two years in Japan. A website will be launched next month to facilitate product 
sales to a global audience, while also being sold through hairdressers in 
Australia and New Zealand (see pictures page 3). 
 
In vivo testing on two monoclonal antibodies completed. An independent 
Swiss based firm has conducted the first phase of Cellmid’s antibody 
evaluation program. These tests were completed on lab rats injected with 
rheumatoid arthritis and multiple sclerosis. Both antibodies decreased disease 
severity in multiple sclerosis by reducing inflammatory cell infiltration of the 
spinal cord. At the same time the number of regulatory T-cells increased 
significantly.  
 
We have increased our valuation by 7.4% to 14.5 cents. Cellmid will start 
selling Advangen hair products from next month. We estimate the target 
market to be females between ages 40-59 and males 30-59. There are 
currently 8.26m people within this target market in Australia and we estimate a 
15% usage rate or hair loss products within this target market. Further we 
estimate a 1% market penetration and customers using two products from the 
current range. By our estimates margins to Cellmid are $13 if sold in the store 
and $69 if sold over the internet. New Zealand and a global audience has the 
potential to significantly increase sales. We retain our ‘speculative buy’ 
recommendation  
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Table 1: Updated earnings estimate in AUD millions 
 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

            

CS5000            

Market size $19.5 $20.1 $20.7 $21.3 $21.9 $22.6 $23.3 $24.0 $24.7 $25.4 $26.2 
Market 
growth  3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

Market 
penetration    20.0% 50.0% 70.0% 90.0% 100.0% 100.0% 100.0% 100.0% 

Revenue    $4.26 $10.97 $15.82 $20.96 $23.98 $24.70 $25.44 $26.21 

Probability    15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 
Risked 
revenue    $0.64 $1.65 $2.37 $3.14 $3.60 $3.71 $3.82 $3.93 

            

            

(Japan only)            

Market size $50.0 $51.5 $53.0 $54.6 $56.3 $58.0 $59.7 $61.5 $63.3 $65.2 $67.2 
Market 
growth  3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

Market 
penetration    20.0% 50.0% 70.0% 90.0% 100.0% 100.0% 100.0% 100.0% 

Revenue    $10.93 $28.14 $40.57 $53.73 $61.49 $63.34 $65.24 $67.20 

Probability    15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 
Risked 
revenue    $1.64 $4.22 $6.09 $8.06 $9.22 $9.50 $9.79 $10.08 

            

            

Market size $500.0 $515.0 $530.5 $546.4 $562.8 $579.6 $597.0 $614.9 $633.4 $652.4 $672.0 
Market 
growth  3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

Market 
penetration       10.0% 20.0% 23.0% 25.0% 30.0% 

Revenue       $59.7 $123.0 $145.7 $163.1 $201.6 

Probability       10.0% 10.0% 10.0% 10.0% 10.0% 
Risked 
revenue       $5.97 $12.30 $14.57 $16.31 $20.16 

Royalty        7.0% 7.0% 7.0% 7.0% 7.0% 
Revenue to 
CDY       $0.42 $0.86 $1.02 $1.14 $1.41 

            

            

Market size $500.0 $515.0 $530.5 $546.4 $562.8 $579.6 $597.0 $614.9 $633.4 $652.4 $672.0 
Market 
growth  3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

Market 
penetration       10.0% 20.0% 23.0% 25.0% 30.0% 

Revenue       $59.70 $122.99 $145.68 $163.10 $201.59 

Probability       10.0% 10.0% 10.0% 10.0% 10.0% 
Risked 
Revenue       $5.97 $12.30 $14.57 $16.31 $20.16 

Royalty       7.0% 7.0% 7.0% 7.0% 7.0% 
Revenue to 
CDY       $0.42 $0.86 $1.02 $1.14 $1.41 

            

            

Market size $3,000.0 $3,090.0 $3,182.7 $3,278.2 $3,376.5 $3,477.8 $3,582.2 $3,689.6 $3,800.3 $3,914.3 $4,031.7 
Market 
growth  3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 

Market 
penetration       10.0% 20.0% 23.0% 25.0% 30.0% 

Revenue       $358.22 $737.92 $874.07 $978.58 $1,209.52 

Probability       10.0% 10.0% 10.0% 10.0% 10.0% 
Risked 
Revenue       $35.82 $73.79 $87.41 $97.86 $120.95 

Royalty       7.0% 7.0% 7.0% 7.0% 7.0% 
Revenue to 
CDY       $2.51 $5.17 $6.12 $6.85 $8.47 
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(USA 
market)            

# of dogs 
tested   1000 1857 2475 3301 4401 4632 4876 5133 5403 

Market size   85 157.8 210.41 280.55 374.06 393.75 414.48 436.29 459.25 
Market 
growth    185.0% 25.0% 25.0% 25.0% 5.0% 5.0% 5.0% 5.0% 

Market 
penetration   10.0% 20.0% 25.0% 35.0% 40.0% 50.0% 55.0% 60.0% 70.0% 

Revenue   8.5 31.56 52.6025 98.1925 149.624 196.875 227.964 261.774 321.475 

Probability   80.0% 80.0% 70.0% 70.0% 70.0% 70.0% 60.0% 60.0% 60.0% 
Risked 
Revenue   6.8 25.248 36.82175 68.73475 104.7368 137.8125 136.7784 157.0644 192.885 

Royalty   8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 8.0% 
Revenue to 
CDY   $0.544 $2.020 $2.946 $5.499 $8.379 $11.025 $10.942 $12.565 $15.431 

            

            
Market size 
(millions) 1.24 1.25 1.27 1.29 1.30 1.32 1.33 1.35 1.36 1.38 1.40 

Market 
growth 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 1.20% 

Market 
penetration 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 

Items sold 
@ $13 
margin 

6200 6274 6350 6426 6503 6581 6660 6740 6821 6903 6985 

Items sold 
@ $69 
margin 

6200 6274 6350 6426 6503 6581 6660 6740 6821 6903 6985 

Revenue to 
CDY $0.508 $0.514 $0.520 $0.526 $0.533 $0.539 $0.546 $0.552 $0.559 $0.566 $0.572 

Revenue to 
CDY (2nd 
product) 

$0.508 $0.514 $0.520 $0.526 $0.533 $0.539 $0.546 $0.552 $0.559 $0.566 $0.572 

Total 
Revenue $1.02 $1.03 $1.04 $1.05 $1.07 $1.08 $1.09 $1.11 $1.12 $1.13 $1.15 

            

            
Marketing 
expenses   $0.139 $0.146 $0.153 $0.161 $0.169 $0.177 $0.186 $0.195 $0.205 

Management 
& Admin   $0.266 $0.279 $0.293 $0.308 $0.323 $0.339 $0.356 $0.374 $0.393 

R&D 
Expenses   $0.702 $0.702 $0.702 $0.702 $0.702 $0.702 $0.702 $0.702 $0.702 

Travel 
expenses $0.199 $0.205 $0.211 $0.217 $0.224 $0.231 $0.238 $0.245 $0.252 $0.260 $0.267 

Occupancy $0.101 $0.104 $0.107 $0.110 $0.114 $0.117 $0.121 $0.124 $0.128 $0.132 $0.136 

Total $0.300 $0.309 $1.425 $1.455 $1.486 $1.519 $1.552 $1.587 $1.624 $1.662 $1.703 

            

            
Total 
Revenue $1.02 $1.03 $2.63 $5.35 $9.88 $15.04 $24.02 $31.84 $33.42 $36.43 $41.88 

            

NPBT $0.72 $0.72 $1.20 $3.90 $8.39 $13.52 $22.47 $30.25 $31.80 $34.77 $40.17 

            

Tax at 30% $0.72 $0.72 $0.84 $2.73 $5.88 $9.46 $15.73 $21.18 $22.26 $24.34 $28.12 

            
Discount 
factor  0.869 0.756 0.657 0.571 0.497 0.432 0.375 0.326 0.284 0.247 

            
Discounted 
cash flow $0.72 $0.63 $0.64 $1.79 $3.36 $4.70 $6.80 $7.96 $7.28 $6.92 $6.95 

            

Total NPV   $47.74         

Shares   326.581         

NPV/share     $0.146         

Source: Wise-owl 
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The Bulls & The Bears 

 
 
The Bulls Say 
 

 MK Elisa validation is an important milestone to enter the 
lucrative cancer diagnostics market.   

 
 If gold standard is achieved for its cancer diagnostic kit, it would 

put the company on a global map.  
 

 Midkine to be tested for the hair loss market and sales of market 
ready hair loss products are expected to fund the majority of the 
research and development fees . 

 
 Pre-clinical results and beginning of phase I trials in cancer 

therapeutics may trigger a re-rating in Cellmid. 
 
 Extensive validation studies have confirmed that midkine is an 

effective early marker for cancer with short term market 
opportunities.  

 
 Valuation of 14.5 cents suggests further upside with hair loss 

revenue imminent. 
 
 
 

 
 
The Bears Say 

 
 Future trial results on the company’s antibody programs may not 

meet expectations.  
 
 Companies with whom Cellmid signs out-licensing agreements to 

may not have the same priority compared to the being research 
was kept in-house. 

 
 Midkine and its role in cancer diagnostic is still in the early stages 

of being accepted in the global scientific community.  
 

 Trials may run longer than expected which may end up costing 
the company more and delay revenues.  

 
 MK Elisa may not achieve the desired standard required for 

diagnostic programs.  
 
 
 
 
 
 

 
 
 
 
 
 
Figure 1: Advangen shampoo and 
Women’s and Men’s scalp lotion. 
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Wise-owl.com recommendation system 
 
Care has been taken to define the level of risk to return associated with a particular company. Our 
recommendation ranking system is a follows: 
 
Spec Buy  
We forecast strong earnings growth or value creation that may achieve a return well above that of the 
broader market. These companies also carry a higher than normal level of risk. 
 
Buy  
Companies with ‘Buy’ recommendations have been cash flow positive for some time and have a moderate to 
low risk profile. We expect these to outperform the broader market. 
 
Hold  
A sound well managed company that may achieve market performance or less, perhaps due to an 
overvalued share price, broader sector issues, or internal challenges. 
 
Sell 
Risk is high and upside low or very difficult to determine. We expect a strong underperformance relative to 
the market and see better opportunities elsewhere. 

Contact wise-owl.com 
Level 6 
233 Castlereagh St 
Sydney NSW 2000 
Phone: 1300 306 308 
Fax: 1300 304 306 
www.wise-owl.com 

Disclaimer 
This report was produced by wise-owl.com Pty Ltd (ACN 097 446 369), which is an Australian financial services licensee (Licence no. 
246670). Wise-owl.com received payment for the compilation of this report. Wise-owl.com Pty Ltd has made every effort to ensure that the 
information and material contained in this report is accurate and correct and has been obtained from reliable sources. However, no 
representation is made about the accuracy or completeness of the information and material and it should not be relied upon as a substitute 
for the exercise of independent judgment. Except to the extent required by law, wise-owl.com Pty Ltd does not accept any liability, including 
negligence, for any loss or damage arising from the use of, or reliance on, the material contained in this report. This report is for information 
purposes only and is not intended as an offer or solicitation with respect to the sale or purchase of any securities. The securities 
recommended by wise-owl.com carry no guarantee with respect to return of capital or the market value of those securities. There are 
general risks associated with any investment in securities. Investors should be aware that these risks might result in loss of income and 
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WARNING: This report is intended to provide general financial product advice only. It has been prepared without having regarded to or 
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