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Investment Thesis
We are initiating coverage of Zynex International (ZYXI).  ZYXI’s 
premier product, NexWave™ is a unique 3-1 product, which is 
designed to treat chronic and acute pain and can address the opioid 
crisis in America.  We believe investors misunderstand the nature of 
ZYXI’s potential and shares are currently held back by the company’s 
history.  We understand that it will take several quarters of execution 
to erase history, but in our opinion the risk/reward ratio seems to be in 
the favor of the investor.

Valuation
We estimate fair value for ZYXI at $6, which assumes ZYXI 
can achieve an EV/EBITDA of 8.7x, a P/E of 15.4x and 4.4x EV/
Sales, which are based on 2019E. Given the improvement in the 
company’s financial profile, coupled with its ability to continue to grow 
aggressively, we believe this target is achievable when you analyze 
the merits of the stock alone.

Conclusion
Our Investment Thesis is based upon:
 

 An Impressive Turnaround with a major Paradigm Shift
 Continued Sales Growth and Profit Margin Expansion Driven by:

  An Improved Reimbursement Strategy
  Expansion of the Salesforce
     An Increase in higher margin Consumables
  Exit of a major competitor
  New Products and Markets
 The Possible 510 (K) FDA Clearance for the CM 1500 
A first to market Blood Monitoring Device addressing a potential 
$3B market.

 Continued EBITDA Expansion
 The planned up listing to the NYSE American or the NASDAQ CM

 
The items listed above are crucial to our investment thesis and will be 
monitored closely. Any change (positive or negative) will impact our 
view on the shares of ZYXI.  Stay Tuned.

INSIGHTFUL WALL STREE T RESEARCH

SEE LAST PAGE FOR DISCLOSURES

Company Description

Zynex is the leading provider of Electrotherapy 
Medical Devices used for pain management and 
rehabilitation. The company is also pioneering 
development of an Innovative Blood Volume 
Monitor.

Estimates (Dec.) 2017E F2018E 2019E

Sales ($Thsds) $22,632.1 $33,042.9 $46,260.0

EPS $0.26 $0.31 $0.39

P/E (x) 11.7 7.4 5.9

3Q EPS $0.07A $0.07E

EBITDA $10,313.4 $15,410.5 $23,402.5

EV/EBITDA (x) 7.0 4.7 3.1

EV/Sales (x) 3.2 2.2 1.6

Stock Data

 52-Week Range $0.25-$3.25

Shares Out (Mill) 33,545

Market Cap (Mil) $75

Enterprise Value (Mil) $72

Average Daily Volume 42,006

Management

Founder, President and CEO Thomas Sandgaard

CFO Dan Moorhead
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Investment Thesis

We are initiating coverage of Zynex, Inc. (ZYXI) with a fair 
valuation of $6 based on 4.4x 2019EV/Sales, 15.4x 2019E 
P/E or 8.7x 2019E EV/EBITDA, representing discounts 
to its peer group. Based in Lone Tree, CO ZYXI designs, 
manufactures and markets medical devices worldwide. 
Although there our many new products in the pipeline, we 
expect for our 2019E revenue forecast of $46.2 million to be 
driven by growth in the company’s core product, NexWave™. 

The company is segmented into Zynex Medical, Inc. 
and Zynex Monitoring Solutions. Under the leadership of 
Thomas Sandgaard (Founder, Chairman, President and 
CEO), ZYXI has managed to create a synergistic model 
between the two segments resulting in a company growing 
faster than its underlying market, often referred to as a 
hybrid or best of breed.  We believe ZYXI will be able to 
continue to grow faster and more consistently than the 
underlying markets it serves.      

Investment Positives/ Opportunities

On-Going Paradigm Shift.  We believe ZYXI is 
misunderstood.  In our opinion, ZYXI is currently in the midst 
of a paradigm shift, which could prove very beneficial to 
investors.  The paradigm shift is on many levels, with the 
first being in terms of finances. Through 2015, the company 
suffered heavy losses, raising doubt about the company’s 
ability to continue.  Given a resumption of device order 
growth (as a result of leading competitor exiting the market), 
coupled with improved billing and collection initiatives, the 
company was able to pay off a short-term debt obligation of 
$2.2 million.  We believe this eliminated a large overhang 
to shares and as a result the shares have performed well 
since then. On the business side of the model, the company 
is broadening out its product line, with the upcoming 
introduction of the CM-1500 blood monitor and a few others.  
As a result, the company is evolving into a true medical 
device company, away from a one-trick pony. 

Razor/Razor Blade Model. One of the most coveted 
business models by investors is the razor/razor blade model.  
That model is represented by ZYXI’s business, driven by 
an increasing customer base (50,000+) for the company’s 
principal product, NexWave™.  As the installed base grows, 
so does the demand for higher margin product supplies 
(consumable electrodes and batteries). In our opinion, 
we believe that consumables may represent up to 80% of 
NexWave™ revenues over time, which should help expand 
margins. 

Up listing. Management’s short-term goal is to up list shares 
to a major exchange, such as the Nasdaq CM or NYSE 
American.  Coupled with ongoing ability to execute, this could 
prove to be a major catalyst for ZYXI’s share price. 

Alternative to Opioids. The Opioid epidemic is so severe 
in this country that doctors are now looking for alternatives 
to prescribing painkillers.  In fact, recently President Trump 
declared the opioid crisis as a healthcare emergency.  This 
is significant as ZYXI believes the NexWave™ product is 
positioned as an alternative to Opioids, which can serve to 
grow market penetration as a first line of defense against pain 
versus opioid prescriptions, including fewer side effects and 
no risk of addiction.

Closest competitor exited the market, leaving share 
to capture. EMPI (a division of DJO Global) closed its 
electrotherapy division at the end of 2015/early 2016.  
According to ZYXI they have hired as many as 70 former 
EMPI employees, positioning ZYXI to try to capture some of 
the $250 million in annual sales that EMPI generated, helping 
the growth of ZYXI’s core product. 

Financial Forecast

We forecast ZYXI’s revenue will grow 70% to $22.6 million in 
2017E, 46% to $33.0 million in 2018E and by 40% to $46.3 
million in 2019E.  In 2016A, ZYXI’s operating margin was 
4.8% and we believe that given the increased volumes and 
business mix margins will expand to 38.5% in 2017E, 45.2% 
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in 2018E and 49.8% in 2019E. In addition, we expect ZYXI’s 
EBITDA margin of 7.7% in 2016A to expand accordingly 
to 45.6%, 46.6% and 50.6% in 2017E, 2018E and 2019E, 
respectively. We forecast EPS of $0.26E in 2017E, $0.31 in 
2018E and $0.39 in 2019E.

To request an excel model please contact  
info@consiliumglobalresearch.com.

Company Overview

Zynex, Inc. (ZYXI) is currently headquartered in Lone Tree, 
Colorado.  Given the recent robust sales volume, ZYXI 
is in the process of more than doubling its office space 
and is relocating less than a mile away to Englewood, 
CO.  The company was founded in 1996 by Thomas 
Sandgaard (Founder, Chairman, President and CEO) and 
designs, manufactures and markets FDA (Food and Drug 
Administration), CE (Conformité Européene) and SFDA 
(State Food and Drug Administration) cleared medical 
devices and is dedicated to supporting the sales and 
marketing of ZYXI products through a network of medical 
distributors worldwide.

The company operates in the following segments:

Zynex Medical, Inc.  
(ZMI – 90%+ of Historical Sales and EBITDA):
 
ZMI designs, manufactures and markets medical devices 
that treat chronic and acute pain, as well as activate and 
exercise muscles for rehabilitative purposes with electrical 
stimulation. The efficacy of these products is such that 
they require a physician’s prescription before they can be 
dispensed in the U.S.  ZMI devices are intended for pain 
management to reduce reliance on drugs and medications 
and provide rehabilitation and increased mobility through 
the utilization of non-invasive muscle stimulation, 
electromyography technology. The ZMI devices are small, 
portable, battery operated and include an electrical pulse 
generator, which is connected to the body via electrodes. 

The products are cost effective when compared to 
traditional physical therapy and often result in better mobility 
and less pain. 

ZMI’s primary product is the NexWave™ device, which 
is marketed to physicians and therapists by field sales 
representatives. The NexWave™ requires consumable 
supplies, such as electrodes and batteries, which are 
shipped to patients on a recurring monthly basis, as needed.  

Notable features of NexWave™ include prescription-
strength (prescription from doctor triggers order) electrical 
stimulations and the ability to offer three technologies in 
one device:

 IFC (Interferential Stimulation):  low frequency 
stimulation therapy administered to nerves.

 NMES (NeuroMuscular Electrical Stimulation):  uses 
electrical pulses to stimulate impaired and/or paralyzed 
muscles.  NMES targets the muscle itself, specifically 
through the motor nerves. 

 TENS (Transcutaneous Electrical Nerve 
Stimulation):  Administers electric current to stimulate 
nerves for therapeutic purposes.  TENS specifically 
targets the sensory nerves, which are responsible for 
sending pain signals to the brain.

As part of the research process at Consilium Global 
Research (CGR), we discovered that many electro therapy 
devices are offered at retailers including Amazon, but they 
all offer one technology or maybe two and don’t require 
a prescription.  As a result, we believe NexWav’s 3-in-1 
offering is truly a differentiator and presents a value-added 
to its customers. 
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The NexWave™ unique 3-modalities-in-1-device is designed 
to break the pain cycle by:

 Managing symptomatic relief of chronic intractable pain, 
post traumatic and post-surgical pain

 Relaxing Muscle Spasms
 Increasing local blood circulation
 Maintaining or Increasing ROM (range of motion)
 Preventing or retarding disuse atrophy
 Re-educating muscles

ZMI also designs, manufactures and markets the 
NeuroMove™ product, which contains electromyography 
and electric stimulation technology.  

 Electromyography (EMG) is an electrodiagnostic 
medicine technique for evaluating and recording 
the electrical activity produced by skeletal muscles. 
EMG is performed using an instrument called an 
electromyograph to produce a record called an 
electromyogram. An electromyograph detects the 
electric potential generated by muscle cells when 
these cells are electrically or neurologically activated. 
The signals can be analyzed to detect medical 
abnormalities, activation level, or recruitment order, 
or to analyze the biomechanics of human or animal 
movement.

The product is a neurological re-learning tool, a therapy 
device that has been proven to help stroke, traumatic brain 
injury and spinal cord injury patients recover lost movement.  
Once a stroke has occurred, the brain has lost neurons 
that cause paralysis to limbs.  This rehabilition tool can be 
used even in the most extreme situations, such as when 
there is no muscle movement.  It is sophisticated enough 
to use in the clinic, yet simple enough for patients to use at 
home. The product works through Biofeedback Triggered 
Stimulation that facilitates the recovery of paralyzed patients 
from Stroke, SCI, and TBI.  The user interface is simple, 
after the sensor/electrodes are placed on any muscle group, 
only one setting is necessary and the product guides the 
patient through the therapy steps. The human brain is 
able to recreate neural pathways in undamaged areas of 
the brain stimulating Neuroplasticity. This combination of 
biofeedback and reward facilitates the regeneration of lost 
mobility and independence. 

Source:  ZYXI, Consilium Global Research

NexWave™ Product
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In September, ZYXI announced it is expanding its sales 
efforts with new pain management products: JetStream Hot/
Cold therapy, Aspen LSO Backbracing and Comfortrac 
cervical traction.  These products help broaden out ZYXI’s 
offerings, but also serve as a nice way to introduce the 
companies other products. 

Zynex Monitoring Solutions (ZMS):
 
ZMS was formed in 2011 to develop and market medical 
devices for non-invasive cardiac monitoring. The newest 
product, the CM-1500 is a non-invasive blood volume 
monitor, which will be sold into the hospital market to be 
used in operating rooms and post-op recovery rooms to 
detect blood loss and internal bleeding.  ZYXI believes the 
CM-1500 will be the first device to provide an indication 
of fluid balance and blood loss in the operating room or 
potential post-surgical internal bleeding in recovery.  The 
device monitors five variables linked to internal bleeding from 
readings in sensors applied to the patients skin, including:  
increased heart rate, decreased peripheral blood flow, 
changes in skin temperature, changes in skin humidity and 
reduced bioimpedance.  This device has been subjected to 

multiple clinical studies which are being utilized for collecting 
data to further validate the algorithm used to determine 
changes in central blood volume and planning for future 
additional clinical studies.  The blood volume monitor has 
been tested in several international review boards (IRB) 
studies and during 2015 was used in several blood donation 
settings where hundreds of subjects donated half a liter of 
blood with a strong correlation to the index on the device.  
ZYXI has built a number of commercial devices in pilot 
production and continue to refine the algorithms for the blood 
volume index (BVI).    A utility patent has been filed for this 
unique application (pending) which management believes 
could serve a currently unmet need in the market for safer 
surgeries and post-op monitoring.  Additionally the CE market 
is in progress. 

It is important to note that the monitor does not indicate 
absolute blood volume in a patient, only relative changes 
to the index.  Currently this product is awaiting clearance 
from the FDA from its 510K class 2 device application.  
Management believes the market opportunity for this product 
alone is $3 billion.

NeuroMove™ Product

Source:  ZYXI, Consilium Global Research

Source:  ZYXI, Consilium Global Research\

CM-1500 Product
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Employees

As of the end of 2016, ZYXI had approximately 106 full-
time employees. The company also engages about 100 
independent commission-only sales contractors, but 
plans to start putting some on salary as way to get them 
to focus exclusively on ZYXI products. Another element of 
management’s plan is to hire another 50 sales professionals 
in 2018E.  We believe that the hiring of additional salespeople 
will clearly drive increased revenue.

Competition
 
ZYXI operates in a highly competitive and fragmented 
market.  Most TENS devices perform the same function 
and are produced by a large number of manufacturers.  
Competition is based on price, which is important to patients, 
clinicians and insurance companies.  The NexWave™ 
prescription devices are the only 3-in-1 device, which, 
creating a huge competitive advantage for ZYXI.  In one 
device NexWave™ provides customers with Interferential 
therapy, TENS and NMES.

The company’s primary domestic competitors, but not 
necessarily comps include RS Medical, Richmar and Mettler 
Electronics.  Other key players include Medtronic Plc., St. 
Jude Medical Inc., Boston Scientific Corporation, Uroplasty 
Inc., NeuroMetrix Inc., Nevro Corp., DJO Global Inc., 
Cyberonics Inc., BTL Industries Inc. and others.

Management

Every member of ZYXI’s management has decades of 
experience either within a public company, sales or the 
healthcare industry, which are all very relevant to ZYXI. As 
ZYXI remains a niche medical device supplier, we believe 
management execution and technical abilities is a key 
differentiator especially amongst some of the better-financed 
competition.  ZYXI, like most of the industry, depends on 
customer relationships and technical evaluation skills of its 
management team to maintain a competitive advantage.  

Currently, ZYXI is in the process of creating a board of 
directors.  We believe that this is not only essential for the 
desired up listing, but for better corporate oversight as well 
and applaud these efforts. 

Thomas Sandgaard, Founder, Chairman, President and 
Chief Executive Officer

Thomas Sandgaard has been the Chairman of the Board, 
President and Chief Executive Officer of Zynex, Inc. 
since founding the company in 1996. He has previously 
held management positions with companies such as ITT, 
Siemens, GN Danavox, Dataco and Philips. Most of his 
work has been in the areas of international sales and 
distribution, technology transfers, mergers and marketing 
management in the semiconductor, telecommunications, 
data communications and medical equipment industries. 
Mr. Sandgaard has a degree in electronics engineering from 
Denmark’s Odense University of Engineering and an MBA 
from Copenhagen Business School. Mr. Sandgaard has an 
in-depth knowledge of the industry and is the driving force of 
the Company strategies.

Dan Moorhead, Chief Financial Officer

Dan Moorhead is the Chief Financial Officer and is 
responsible for all finance and accounting functions. Prior 
to joining Zynex, Mr. Moorhead was Chief Financial Officer 
of Evolving Systems, Inc. (Nasdaq: EVOL) from January 
2016 until June 2017, after having served as Vice President 
of Finance & Administration from December 2011 through 
December 2015 and in other financial management roles 
from 2002-2005 and 2008-2011. Mr. Moorhead is a CPA 
and holds a B.B.A. in Accounting from the University of 
Northern Colorado.

Robert Bird, VP of Marketing

Robert Bird is the VP of Marketing responsible for all 
marketing, in-side sales and compounding products within 
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the rehabilitation and pain management markets for the 
Zynex Medical division of Zynex. Mr. Bird has over 20 years 
of sales and management experience and holds a B.S. 
Degree in Business Administration from California State 
University, Hayward.

Michael Frabotta, VP of Marketing

Michael Frabotta, the VP of sales and is responsible for 
Zynex Medical’s sales organization promoting electrotherapy 
and compound pharmacy products throughout the United 
States. Mr. Frabotta has over 14 years of successful sales 
and management experience with RS Medical and ERMI, 
Inc. At RS Medical a once national competitor in the 
electrotherapy arena he successfully served as a Director 
of Sales, National Director of Payer Contracting, Regional 
Manager and Sales Representative. Mr. Frabotta received 
a Bachelor of Science in Nursing from the University of 
Pittsburgh where he specialized in Orthopedics.

We note that ZYXI recently hired its CFO.  We believe this is 
important as he was previously a CFO for a public company, 
so he has the right experience as ZYXI seems to be seriously 
preparing for the desired up listing. 

Industry Overview

ZYXI operates in the medical device sector within the 
healthcare industry, a large and competitive market and one 
that is subject to extensive government regulations.  

Electrotherapy Markets

Electrotherapy uses electrical impulses for soft tissue injuries 
to stimulate muscles and improve muscle strength and 
sensation. Electrotherapy has many uses, but is primarily 
used to relieve pain, elicit muscle contraction for strength and 
reeducation after trauma or immobilization, in iontophoresis 
and to manage edema and chronic wounds.  Most athletic 
trainers and therapists use it for the management of athletic 
injuries. In neuromuscular diseases, electrotherapy system 

is used to support voluntary movement and build muscles 
through the activation of muscle systems and neuro-
facilitation. Specifically, electrotherapy uses energy waves 
along the electromagnetic spectrum to create changes in 
the body that affect its physiological and chemical output. 
According to American Academy of Pain Medicine, more 
than 1.5 billion people worldwide are suffering from chronic 
pain. There are many different use of electrotherapy such 
as tissue repair, urine and fecal incontinence. Increasing 
the use of electrotherapy by physiotherapist and sports 
persons is driving the growth for the market. Technological 
advancement and innovation are some other major driving 
factors, which supports the market growth.  According to 
numerous sources, the Global Electrotherapy market grows 
at about a CAGR of 4.2% and is expected to reach about $1.1 
billion by 2023E.  

According to a report by Market Research Future, North 
America is largest market for electrotherapy, followed by 
Europe which is driven by the faster growing Western 
European countries. On the other hand, Asia-Pacific (APAC) 
is the fastest growing market and is expected to dominate the 
market by 2023E. Middle East and Africa (ME&A) is likely to 
have a limited growth in the market due to less awareness of 
devices and treatment.  

Based on product type, the global electrotherapy system 
market is segmented into the following:

 Transcutaneous Spinal Electro analgesia (TSE)
 Transcutaneous Electrical Nerve Stimulation (TENS)
 Interferential Current Therapy (IC)
 Spinal Cord Stimulation (SCS)
 Electro-Acupuncture (EA)
 Pulsed Short Wave Diathermy (PSWD)
 Micro-Current Therapy
 Percutaneous Electrical Nerve Stimulation (PENS)
 Others

Based on application, the global electrotherapy system 
market is segmented into the following:
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 Pain Management
 Neuromuscular Dysfunction
 Sports Injury Treatment
 Tissue Repair
 Acute and Chronic Edema
 Iontophoresis
 Urine and fecal incontinence
 Others

Based on end user, the global electrotherapy system market 
is segmented into the following:

 Hospitals
 Long Term Care Centers
 Rehabilitation Centers
 Clinics
 Others

ZYXI is focused on the electrotherapy segment and 
particularly the home electrotherapy market, with 
products based on its IFC, TENS and NMES devices 
and consumables supplies.  Management estimated the 
opportunity for its line of electrotherapy solutions to be about 
$500 million per year.

Blood Volume Monitoring

With the introduction of the CM-1500 a product that will be 
reported under Zynex Medical.  We believe this product will 
fuel dramatic top line growth.  The CM-1500 is designed 
to be sold into the hospital market for use in operating and 
recovery rooms.  Management estimates a potential $3B 
market annually.  As a reminder (please see page 5 for 
further details) the CM-1500 product is awaiting clearance 
from the FDA from its 510k class 2 device application.

Pain Management Medical Devices

More narrowly, ZYXI is a pain management medical device 
company.  According to Markets and Markets the global pain 
management devices market is expected to reach about $4.6 

Billion by 2021E, growing at a CAGR of 8.5% from 2016 to 
2021E.  Given ZYXI’s current size, there is currently a large 
opportunity for ZYXI to grow into this market.

Opioid Epidemic

Opioids are a diverse class of moderately strong painkillers, 
including oxycodone (commonly sold under the trade names 
OxyContin and Percocet), hydrocodone (Vicodin), and a very 
strong painkiller, fentanyl, which is synthesized to resemble 
other opiates such as opium-derived morphine and heroin. 
The potency and availability of these substances, despite their 
high risk of addiction and overdose, have made them popular 
both as formal medical treatments and as recreational drugs. 
Due to their sedative effects on the part of the brain, which 
regulates breathing, opioids in high doses present the potential 
for respiratory depression, and may cause respiratory failure 
and death.

The United States is currently in the throes of and Opiod 
epidemic and has recently reached a critical juncture, so much 
so that recently President Trump declared the opioid epidemic 
a “Health Emergency.” 

According to the U.S. Drug Enforcement Administration 
overdose deaths, particularly from prescription drugs and 
heroin, have reached epidemic levels, as nearly half of all 
opioid overdose deaths in 2016 involved prescription opioids. 
By 2015, annual overdose deaths from heroin alone surpassed 
deaths from both car accidents and guns, with other opioid 
overdose deaths also on the rise. Drug overdoses have since 
become the leading cause of death of Americans under 
50, with 2/3 of those deaths from opioids.  In 2016, 64,000 
Americans died from overdoses, 19% more than in 2015.  
By comparison, the figure was 16,000 in 2010, and 4,000 
in 1999. Figures from June 2017 indicate the problem has 
worsened.  While death rates varied by state, public health 
experts estimate that nationwide over 500,000 people could 
die from the epidemic over the next 10 years. The Center for 
Disease Control estimated that the total “economic burden” of 
prescription opioid misuse in the U.S. is $78.5 billion a year. 
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A new research report from the QuintilesIMS Institute, titled 
The United States for Non-Dependence, highlights how 
widespread this issue has become in the country, especially 
due to surgeries.  The analysis notes that overprescribing 
has led to 3.3 billion unused postsurgical opioids every 
year, with patients receiving an average of 85 pills each 
following surgery.  Nearly 3 million people who had surgery 
in 2016 became persistent opioid users, continuing to take 
these medications three to six months after their procedure. 
Usually, there are several levels of therapy physicians 
prescribe for different levels of chronic pain.  The first option 
typically involves a mix of physical therapy or some anti-
inflammatories, which may mask the pain as long as the 
patient remains compliant. Another avenue could be some 
form of steroid injection or a technology called radiotherapy 
ablation; however these treatments need to be administered 
every few months and have no sustained carry-over 
effect.  Chronic pain patients or individuals recovering from 
postsurgical could also receive an opioid regimen, but that 
comes with its own issues associated with the treatment path.  
There is no easy solution for combatting this issue, however 
given ZYXI’s non-invasive pain management devices we 
believe there is plenty of opportunity to gain market share.

Comparables 

At CGR, we believe one of the most important components 
of a research report is the comparable analysis.  For the 
peer group valuation comparison chart, please see later in 
the report.

Although all the companies used in our comp analysis (back 
of report) are medical device companies, the analysis for 
ZYXI posed a challenge. The first problem was that although 
ZYXI trades at a typical price for a micro/small cap medical 
device company, the company’s financials are much better 
than most micro/small caps. Although the comps we used all 
play in the space we have described, no one seems to have 
the niche yet breadth that ZYXI does.  That said we broke 
down our comp analysis into two groups.

Group 1 (more microcap medical device names with markets 
caps under $150 million, similar to that of ZYXI’s market cap 
now and where it used to be):

Dynatronics Corporation (DYNT):  DYNT designs, 
manufactures, distributes, and markets physical medicine 
products in North America. The company sells its products 
to licensed practitioners, such as physical therapists, 
chiropractors, podiatrists, sports medicine specialists, 
medical doctors, hospitals and clinics, and athletic trainers 
through direct sales and independent sales representatives, 
as well as through its e-commerce Website and product 
catalog. It also exports its products to approximately 
30 countries. The company was founded in 1979 and is 
headquartered in Cottonwood Heights, UT.

Misonix, Inc. (MSON):  MSON together with its subsidiaries, 
designs, develops, manufactures, and markets therapeutic 
ultrasonic medical devices in the United States and 
internationally. The company sells its products through sales 
representatives and distributors. MSON was founded in 1959 
and is based in Farmingdale, NY.  

Neovasc, Inc (NVCN):  NVCN, a specialty medical 
device company, develops, manufactures, and markets 
cardiovascular devices worldwide. NVCN was incorporated in 
2000 and is headquartered in Richmond, Canada.
Recro Pharma, Inc. (REPH):  REPH, a specialty 
pharmaceutical company, engages in developing non-opioid 
products for the treatment of acute pain primarily in the 
United States. REPH was founded in 2007 and is based in 
Malvern, PA.

SANUWAVE, Inc. (SNWV):  SNWV, a shock wave 
technology company, focuses on the development and 
commercialization of noninvasive, high-energy, and acoustic 
pressure shockwaves for regenerative medicine and other 
applications. Its shockwaves are used to produce a biological 
response resulting in the body healing itself through the 
repair and regeneration of skin, musculoskeletal tissue, and 
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vascular structures. SNWV was founded in 2005 and is 
based in Suwanee, GA.

Group 2 (larger medical device names with market caps 
under $1 billion; financials are more reflective of where 
ZYXI is now):

Fonar Corporation (FONR):  FONR, together with its 
subsidiaries, engages in the design, manufacture, sale, and 
servicing of magnetic resonance imaging (MRI) scanners 
for the detection and diagnosis of human diseases, 
abnormalities, and other medical conditions and injuries. 
FONR owns and operates 4 diagnostic imaging facilities in 
Florida; and manages 26 MRI scanning facilities, including 
17 facilities located in New York and 7 facilities located 
in Florida. FONR was founded in 1978 and is based in 
Melville, NY.

Iradimed Corporation (IRMD):  IRMD develops, 
manufactures, markets, and distributes magnetic resonance 
imaging (MRI) compatible products, and related accessories 
and services in the United States and internationally. 
The company sells its MRI compatible products through 
direct sales force and independent distributors. Iradimed 
Corporation was incorporated in 1992 and is headquartered 
in Winter Springs, FL.

Orthofix International N.V. (OFIX):  OFIX, a medical 
device company, provides reconstructive and regenerative 
orthopedic and spine solutions to physicians worldwide. The 
company markets and distributes its products directly, as well 
as through independent distributors and independent sales 
representatives to hospitals, doctors, and other healthcare 
providers. Orthofix International N.V. was founded in 1987 
and is headquartered in Lewisville, TX.

Stock Valuation
 
The stock is up significantly from July 6, when the company 
announced they paid off their loan balance to Triumph 
healthcare Finance.  Despite this run up, we believe that 
ZYXI shares have significant room for further upside.  

We estimate fair value for ZYXI at $6, which assumes 
ZYXI can achieve an EV/EBITDA of 8.7x, a P/E of 15.4x 
and 4.4x EV/Sales, which our based on 2019E.  Given the 
improvement in the company’s financial profile coupled with 
its ability to continue to grow aggressively, we believe this 
target is achievable when you analyze the merits of the stock 
on a stand alone basis.  However, we believe this target price 
is understated when compared to its comp group on 2019E 
(see back of report for further details): 

 At $6, ZYXI will trade at 4.4x EV/Sales, representing a 
modest premium to Groups 1 and 2. We believe that is a 
function of investors not yet believing the growth profile 
of the company.  This is understandable given we are 
early in the paradigm shift.

 At $6, ZYXI trades at 15.4x 2019E P/E and 8.7x 2019E 
EV/EBITDA, both heavy discounts to Group 1 and Group 
2.  

Even though our target price represents 100%+ upside, we 
believe the risk/reward ratio is favoring the investor given the 
many improvements at the company. 
  



ZYNEX, INC. | ZYXI –OTCQB PAGE 11

Risks

We believe an investment in ZYXI involves the following risks:

 Supplier Concentration.  The Company sourced 42% of 
its components for its electrotherapy products from one 
vendor during the years ended December 2016 and 2015, 
respectively. A change/disruption with this key supplier 
will have a material adverse effect on the business.  

 Intellectual Property.  The Company does not hold any 
patents, however the Company believes the software to 
be proprietary.  

 Shareholder Concentration.  The Company’s Founder, 
Chairman and CEO, Thomas Sandgaard, owns 
approximately 53% of total shares outstanding. We point 
to the above as a risk as many investors believe Mr. 
Sandgaard’s controlling stake in ZYXI serves as a barrier 
to ZYXI being acquired.  We believe that Mr. Sandgaard’s 
interests are clearly aligned with that of shareholders.  

 
 Competition. While ZYXI has been largely successful in 
growing its business, the company will likely face stiffer 
competition in the years ahead. 

 Financial Condition.  ZYXI just exited a precarious 

financial period. While the company has paid down 
debt and generated cash flow in 2017, its window of 
error remains small.  Consequently, we see the balance 
sheet as a key risk for ZYXI given the company has only 
recently begun to emerge from this burden and also 
due to the unpredictability of the payment cycle form 
customers in its industry.  

 Government Regulation.  ZYXI operates in the highly 
regulated healthcare industry.  Its products must be 
cleared for sale by the FDA.  ZYXI’s products are 
currently classified as Class II (Medium Risk) medical 
devices by the FDA.  ZYXI is also regulated by the FDA’s 
GMP and QSR (Quality Systems Regulation).  The 
company is also exposed to changes to the healthcare 
system that affect reimbursement/payment processes 
and billing practices and terms for insurers.  The 
process of determining what products will be reimbursed 
by third-party payers and the amounts that they will 
reimburse is complex and depends on a variety of 
conditions and procedures that may change and also 
vary among providers. 

 Liquidity.  ZYXI trades about 56,000 shares a day.  
Some investors believe this may make it difficult to build/
exit a large position. 
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ZYXI’s, Annual and Quarterly Income Statement (2015A-2019E)
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ZYXI’s Statement of Cash Flow (2015A-2019E)*

* Please note this is an historical representation as we do not forecast Cash Flow
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ZYXI’s Balance Sheet (2015A-2019E)*

* Please note this is an historical representation as we do not forecast Balance Sheet data.
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Peer Group Valuation Comparison
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Contact Information

Consilium Global Research
360 Central Ave, Suite 800
St. Petersburg, FL  33701

www.ConsiliumGlobalResearch.com
info@ConsiliumGlobalResearch.com

Zynex Medical, Inc.
10000 Park Meadows Drive

Lone Tree, CO  80124
(800) 495-6670

www.zynexmed.com
info@zynex.com
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Disclosures and Risks

Consilium Global Research (CGR) is an independent 
research organization. CGR is not registered as a securities 
broker-dealer or an investment advisor with the U.S. 
Securities and Exchange Commission or with any State 
Securities Regulating Authority.

The content of this report has been compiled primarily 
from information available to the public released by the 
Company. The Company is solely responsible for the 
accuracy of that information.

We do not recommend or solicit an investment in any 
particular stock or other security. We have prepared our 
research based upon information and sources considered 
to be reliable. We are compensated by the issuer. We 
may distribute our research through other organizations 
or companies.  Additionally, we may perform consulting or 
advisory services for Companies that we produce research for.

The opinions expressed in this report are the true opinions 
of the analyst about this company and industry. Some of the 
information in this research report relates to future events or 
future business and financial performance.  Such statements 
constitute forward looking information within the meaning of 
the Private Securities Litigation Act of 1995.  Any “forward 
looking statements” are our best estimates and opinions based 
upon information that is publicly available and that we believe 
to be correct, but we have not independently verified with 
respect to truth or correctness. There is no guarantee that our 
forecasts will materialize. Actual results will likely vary.

THIS REPORT IS PUBLISHED SOLELY FOR 
INFORMATIONAL PURPOSES AND IS NOT TO BE 
CONSTRUED AS AN OFFER TO SELL OR THE 
SOLICITATION OF AN OFFER TO BUY ANY SECURITY IN 
ANY STATE OR PROVINCE. PAST PERFORMANCE DOES 
NOT GUARANTEE FUTURE RESULTS.

DO NOT MAKE ANY INVESTMENT DECISIONS BASED 
UPON THIS REPORT. ALWAYS CONSULT WITH 
YOUR FINANCIAL ADVISOR BEFORE MAKING ANY 
INVESTMENT DECISIONS.

The information contained in this report is intended to 
be viewed only in jurisdictions where it may be legally 
viewed and is not intended for use by any person or entity 
in any jurisdiction where such use would be contrary to 
local regulations or which would require any registration 
requirement within such jurisdiction.

Caution:  Always check the average daily trading volume of 
each stock. Microcap stocks may be problematic when trying 
to unwind any equity position.


