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Penumbra  Inc.
PEN - $255 – NYSE

 

Recommendation: Sell Short

Reasons For Short Sale Recommendation

• Insanely expensive, 17 x sales,  164 x EBITDA.

• Losing market share from 100% to 57% in Neuro.

• Much larger competitors.

• Revenue growth declining sharply from 40% to 5%.

• Gross margin declining from 69+% to 59+%.

• Negative cash flow.

• Inventory increasing.

• Heavy insider sales and people leaving.

• Defective medical product responsible for at least 15 deaths.

• Probable product recall.
Financials

Market Capitalization $9.28B Revenue/Shr (TTM) $15.21
Enterprise Value $9.09B EBITDA (TTM) -$13.31M
Trailing P/E 813 Diluted Earnings/Shr mrq) -$0.27
Forward P/E 416 Total Cash (MRQ) $268.7M
PEG ratio (5 Yr Expected) N/A Total Cash/Shr (mrq) $7.40
Price/Sales (TTM) 16.96 Total Debt (MRQ) $78.21M
Price/ Book (MRQ) 14.91 Current Ratio (MRQ) 5.46
Enterprise Value/Revenue 16.87 Book Value/Share  (MRQ) $17.15
Enterprise Value/ EBITDA -611.00% Operating cash Flow (TTM) -$26.39M

Profit Margin % -1.79% Levered Free Cash 
Flow(TTM)

-$54.31M

Operating Margin (TTM) -4.48% 52 Week Change 13.53%
Return on Assets (TTM) -2.12% Shares Short 4.61M
Return on Equity (TTM) -2.32% % of Float Short 16.11%
Revenue (TTM) $538.78M Short Ratio 10.65

(TTM) = Trailing 12 months,  (MRQ) = Most recent quarter,  M = Millions,  B = Billions, m = Thousands
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Short Thesis

There are two parts to our short thesis. 1). Extreme overvaluation given any 
fundamentals much less rapidly deteriorating ones. 2). Defective medical 
catheter that has been responsible for at least 15 deaths, 39 injuries and well 
over 200 malfunctions.  Other medical products have been recalled with less.

We think the company is a short on number one alone.  Number 2 could 
massively cripple it as well.

Business 10K

Penumbra is a global healthcare company focused on innovative therapies. We 
design, develop, manufacture and market medical devices and have a broad 
portfolio of products that addresses challenging medical conditions in markets 
with significant unmet need. Our team focuses on developing, manufacturing 
and marketing novel products for use by specialist physicians and healthcare 
providers to drive improved clinical outcomes. We believe that the cost-
effectiveness of our products is attractive to our customers.

Since our founding in 2004, we have had a strong track record of organic 
product development and commercial expansion that has established the 
foundation of our global organization. We have successfully developed, 
obtained regulatory clearance or approval for, and introduced products into the 
neurovascular market since 2007, vascular market since 2013 and neurosurgical 
market since 2014, respectively. We continue to expand our portfolio of product
offerings, while developing and iterating on our currently available products.
We attribute our success to our culture built on cooperation, our highly efficient 
product innovation process, our disciplined approach to product and commercial
development, our deep understanding of our target end markets and our 
relationships with specialist physicians and healthcare providers. We believe 
these factors have enabled us to rapidly innovate in a highly efficient manner.
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We sell our products to healthcare providers primarily through our direct sales 
organization in the United States, most of Europe, Canada and Australia, as well
as through distributors in select international markets. We generated revenue of 
$547.4 million, $444.9 million and $333.8 million for the years ended 
December 31, 2019, 2018 and 2017, respectively. This represents an annual 
increase of 23.0% and 33.3%, respectively. We generated operating income of 
$47.5 million and $1.2 million for the years ended December 31, 2019 and 
2017, respectively, and an operating loss of $0.9 million for the year ended 
December 31, 2018.

Our Markets
We concentrate on improving treatment outcomes for patients with certain 
forms of vascular disease and strive to improve the long-term quality of life for
patients recovering from other diseases or injuries requiring rehabilitation. 
Vascular disease refers to any condition that affects the circulatory system and 
typically manifests as a blockage or rupture of an artery or a vein. When the 
treatment for vascular disease is performed from within a vessel, it is 
referred to as an endovascular procedure. Rehabilitation includes exercises 
which aim to restore a patient to health or normal function through training and 
therapy after illness or disability. Endovascular device markets are 
conventionally classified according to the anatomic location of the disorder,
and are generally divided into neuro, which includes neurovascular and 
neurosurgical, and vascular, which includes peripheral vascular and 
cardiovascular. In both of these markets, our main product technologies 
include thrombectomy devices to remove clots and embolization devices to 
treat aneurysms and to occlude vessels.
We generated revenue of $331.7 million, $294.3 million and $232.4 million 
from our neuro product category for the years ended December 31, 2019, 2018 
and 2017, respectively. We generated revenue of $215.7 million, $150.6 
million, and $101.3 million from our vascular product category for the years 
ended December 31, 2019, 2018 and 2017, respectively. The Company designs, 
develops, manufactures and markets novel medical devices, and operates as one 
operating segment.
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While reliable third party data is not available for many markets outside the 
United States, we believe that there is a substantial additional market for our 
neuro and vascular products throughout the world.

The Neuro Market (55% of Revenue)
The neuro market is comprised of vascular diseases and disorders in the 
brain, including ischemic stroke, brain aneurysms, hemorrhagic stroke and 
other conditions. Our solutions address the intervention of these diseases and 
the rehabilitation of these conditions.
Globally, stroke is the second-leading cause of death, and the third-leading 
cause of serious long-term disability. It is estimated that nearly 14 million 
strokes occur annually and that there are more than 80 million survivors of 
stroke globally. In the United States, the American Heart Association (“AHA”) 
and American Stroke Association (“ASA”) estimate that nearly 800,000 strokes 
occur annually, and lead to approximately 140,000 deaths per year. It is 
estimated that there are more than 7 million survivors of stroke in the United 
States. The majority of stroke survivors require rehabilitation in order to relearn 
motor skills lost through the brain damage caused by stroke. Within the United 
States, nearly 66% of stroke survivors receive some form of rehabilitation.

The Vascular Market (45% of Revenue)
Vascular diseases are diseases occurring in vessels in the body outside of the 
brain. Such diseases are very similar to those experienced in the
neurovasculature. Just as the disruption of blood flow to the brain has high 
mortality and morbidity, disruptions in the peripheral vasculature can also have 
serious adverse consequences. There are approximately 1.4 million incidences 
of clot in the peripheral vasculature each year in the United States.
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Part 1 - Overvaluation

PEN is extremely overvalued on virtually any metric.  Worse, most financial 
metrics are deteriorating.  PEN trade at over 800 times trailing earnings and 400
times forward earnings.  It trades at 186 times peak earnings of $1.34 in 2019. 
PEN has lost money for the first nine months of 2020 and is estimated to earn 
$0.08 in Q4, giving it a loss for the year of $0.54.
Its peak EBITDA was $56 million in 2019 for a company with a market 
capitalization of $9.2 billion?  That's only 164 times EBITDA, and that was 
peak EBITDA.  EBITDA for 2020 so far is negative $25 million.  We estimate 
EBITDA for Q4 of $8 million, so 2020 full year EBITDA of negative $17 
million, give or take.

Boston Scientific, a much better company, trades at 26 times EBITDA.  If 
PEN traded at 26 times peak EBITDA of $156 million it would be worth 
$4.1 billion, 55% less than today.  And EBITDA now is far less.

 PEN trades at 15 times book value of $17.15 and has negative cash flow and 
negative return on assets and equity.

It is hard to understand why this company has over a $9 billion market 
capitalization with only $547 million in sales.

- Page 5 -
All information contained herein is obtained by Badger  Consultants, LLC from sources believed by it to be accurate and reliable.  However, such
information is presented “as is” without warranty of any kind and Badger Consultants, LLC makes no representation or warranty, express or implied, as to
the accuracy, timeliness, or completeness of any such information.  All expressions of opinion are subject to change without notice.  Badger Consultants,
LLC hereby discloses that the clients of Badger Consultants, LLC and we the company, officers, employees and relatives, may now have and from time to
time have directly or indirectly a “long” or short position in the securities mentioned and may sell or buy such securities at any time.



The

Bear Facts
                                          Badger Consultants, LLC

Report Date:                     Thomas S. Chanos
November 25, 2020                   (608) 669-0981
             
TomChanos@BadgerConsultantsLLC.com

•

Revenue

Revenue was growing nicely in 2017 and 2018, going from +25% to +41% in 
1Q18, although this was off a small base.  In 2019 revenue growth started to 
decline going from 41% to 19%, a 50% decline in one year.  Worse, the decline 
deteriorated even more so far in 2020.  Revenue growth is estimated to be flat to
down 0.3% in 2020.  Should you pay 400 times earnings, and 164 times 
EBITDA for no growth?

As you can see, revenue growth was increasing nicely until 2020, when it 
started to flatten out to zero.
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This no longer looks like a growth stock to us.  Why does it have a huge 
growth stock multiple?
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Gross profit has tracked revenue growth, now rolling over.
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Gross margin has taken a sharp recent drop from years of steady margin.
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Unlike revenue, COGS has continued to increase, hence the decline in GM.
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Unlike revenue, operating expenses have kept on increasing.
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Despite solid revenue growth for several years, PEN barely made any profit.  
Does $47 million before taxes support a $9.2 billion market cap?
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Net income for 2016, 2017, 2018 & 2019 was higher than operating income 
because of tax benefits.  Not worth a high multiple.
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Maybe the big jump in EBITDA in 2019 is the reason the stock trades at 
nosebleed levels, but still, it was only $56 million.
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Shouldn't a stock that traded at $277 have more like $11.34 per share in 
EPS instead of $1.34?  This is insane!
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Question?  Why wasn't the company selling more shares at such a 
ridiculous share price.  The insiders sure were. At prices far lower, $150.
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Insider Transactions Reported - Last Two Years
Insider Transaction Type Value Date Shares

PRAY JAMES 
ROBERT
Officer Sale at price 254.12 - 263.19 per share. Indirect 1,293,039

Nov 17, 
2020

5,000

GREWAL HARPREET 
S
Director Sale at price 262.77 per share. Direct 148,991

Nov 16, 
2020

567

O'ROURKE BRIDGET 
A
Director Sale at price 271.46 per share. Direct 17,645

Nov 13, 
2020

65

ELSESSER ADAM
Chief Executive Officer Sale at price 255.95 - 269.86 per share. Indirect 2,121,260

Nov 11, 
2020

8,000

BOSE ARANI
Officer and Director Sale at price 255.42 - 256.50 per share. Direct 2,042,957

Nov 10, 
2020

7,998

BOSE ARANI
Officer and Director Sale at price 255.19 - 255.99 per share. Direct 510,970

Nov 09, 
2020

2,002

O'ROURKE BRIDGET 
A
Director Sale at price 207.58 per share. Direct 13,493 Oct 13, 2020 65

ELSESSER ADAM
Chief Executive Officer Sale at price 209.42 - 216.97 per share. Indirect 1,701,146 Oct 12, 2020 8,000

KASSING DON W
Director Sale at price 206.88 - 214.50 per share. Direct 149,346 Oct 09, 2020 712

WILDER THOMAS C 
III
Director Sale at price 196.06 per share. Direct 22,547 Oct 01, 2020 115

O'ROURKE BRIDGET 
A
Director Sale at price 200.97 per share. Direct 13,063

Sep 14, 
2020

65

ELSESSER ADAM
Chief Executive Officer Sale at price 199.23 - 202.89 per share. Indirect 1,605,862

Sep 11, 
2020

8,000
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Insider Transaction Type Value Date Shares

PRAY JAMES 
ROBERT
Officer Sale at price 209.16 - 213.32 per share. Indirect 1,063,678

Sep 01, 
2020

5,000

PRAY JAMES 
ROBERT
Officer Sale at price 234.28 - 237.01 per share. Indirect 1,175,537

Aug 18, 
2020

5,000

ROBERTS JOHANNA
General Counsel Sale at price 235.07 - 238.06 per share. Direct 472,145

Aug 17, 
2020

2,000

O'ROURKE BRIDGET 
A
Director Sale at price 237.16 per share. Direct 15,415

Aug 13, 
2020

65

ELSESSER ADAM
Chief Executive Officer Sale at price 229.77 - 233.68 per share. Indirect 1,857,160

Aug 11, 
2020

8,000

ROTHMAN LYNN D
Officer Sale at price 195.12 - 200.07 per share. Direct 1,911,917 Jul 20, 2020 9,675

ROTHMAN LYNN D
Officer Conversion of Exercise of derivative security at price 3.98

per share.
Direct 38,506 Jul 20, 2020 9,675

O'ROURKE BRIDGET 
A
Director Sale at price 189.23 per share. Direct 8,705 Jul 17, 2020 46

WILDER THOMAS C 
III
Director Sale at price 192.47 per share. Direct 44,268 Jul 13, 2020 230

ELSESSER ADAM
Chief Executive Officer Sale at price 186.31 - 194.88 per share. Indirect 1,535,167 Jul 13, 2020 8,000

ROTHMAN LYNN D
Officer Sale at price 195.00 per share. Direct 39,000 Jul 13, 2020 200

ROTHMAN LYNN D
Officer Conversion of Exercise of derivative security at price 3.98

per share.
Direct 796 Jul 13, 2020 200

O'ROURKE BRIDGET 
A

Sale at price 192.47 per share. Direct 36,377 Jul 13, 2020 189
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Insider Transaction Type Value Date Shares

Director

ELSESSER ADAM
Chief Executive Officer Sale at price 166.66 - 168.22 per share. Indirect 1,335,062 Jun 11, 2020 8,000

ELSESSER ADAM
Chief Executive Officer Sale at price 177.05 - 192.16 per share. Indirect 1,501,356

May 11, 
2020

8,000

BOSE ARANI
Officer and Director Sale at price 185.07 per share. Direct 1,850,700

May 07, 
2020

10,000

BOSE ARANI
Officer and Director Sale at price 185.50 - 186.17 per share. Direct 1,688,286

Apr 23, 
2020

9,100

BOSE ARANI
Officer and Director Sale at price 185.11 per share. Direct 166,599

Apr 20, 
2020

900

KOSARAJU SRIDHAR
President Sale at price 164.89 - 171.46 per share. Indirect 423,204

Apr 15, 
2020

2,500

ELSESSER ADAM
Chief Executive Officer Sale at price 154.99 - 161.12 per share. Indirect 1,262,493

Apr 13, 
2020

8,000

O'ROURKE BRIDGET 
A
Director Sale at price 162.56 per share. Direct 7,153

Apr 06, 
2020

44

KOSARAJU SRIDHAR
President Sale at price 150.00 - 155.46 per share. Indirect 385,901

Mar 16, 
2020

2,500

ELSESSER ADAM
Chief Executive Officer Sale at price 167.94 - 176.91 per share. Indirect 1,376,096

Mar 09, 
2020

8,000

KASSING DON W
Director Sale at price 185.79 - 186.66 per share. Direct 56,635

Feb 24, 
2020

304

KOSARAJU SRIDHAR
President Sale at price 189.93 - 191.51 per share. Indirect 476,761

Feb 18, 
2020

2,500

GREWAL HARPREET 
S
Director

Stock Award(Grant) at price 0.00 per share. Direct 0 Feb 11, 
2020

756
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Insider Transaction Type Value Date Shares

WILDER THOMAS C 
III
Director Stock Award(Grant) at price 0.00 per share. Direct 0

Feb 11, 
2020

756

KASSING DON W
Director Stock Award(Grant) at price 0.00 per share. Direct 0

Feb 11, 
2020

756

ROTHMAN LYNN D
Officer Sale at price 185.25 per share. Direct 926,250

Feb 11, 
2020

5,000

ROTHMAN LYNN D
Officer Conversion of Exercise of derivative security at price 3.98

per share.
Direct 19,900

Feb 11, 
2020

5,000

BOSE ARANI
Officer and Director Sale at price 185.30 per share. Direct 1,853,000

Feb 11, 
2020

10,000

O'ROURKE BRIDGET 
A
Director Stock Award(Grant) at price 0.00 per share. Direct 0

Feb 11, 
2020

756

LEEDS JANET
Director Stock Award(Grant) at price 0.00 per share. Direct 0

Feb 11, 
2020

756

SARNA SURBHI
Director Stock Award(Grant) at price 0.00 per share. Direct 0

Feb 11, 
2020

756

KOSARAJU SRIDHAR
President Sale at price 175.09 - 178.08 per share. Indirect 440,373 Jan 30, 2020 2,500

ROTHMAN LYNN D
Officer Sale at price 175.10 - 178.40 per share. Direct 1,760,108 Jan 30, 2020 10,000

ROTHMAN LYNN D
Officer Conversion of Exercise of derivative security at price 3.98

per share.
Direct 39,800 Jan 30, 2020 10,000

ROBERTS JOHANNA
General Counsel Sale at price 175.15 - 178.25 per share. Direct 616,892 Jan 30, 2020 3,500

O'ROURKE BRIDGET 
A
Director Sale at price 169.07 - 174.13 per share. Direct 28,117 Jan 27, 2020 163

SARNA SURBHI Sale at price 168.79 per share. Direct 46,080 Jan 27, 2020 273
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Insider Transaction Type Value Date Shares

Director

GREWAL HARPREET 
S
Director Sale at price 164.16 per share. Direct 38,906 Jan 02, 2020 237

WILDER THOMAS C 
III
Director Sale at price 164.16 per share. Direct 19,371 Jan 02, 2020 118

PRAY JAMES 
ROBERT
Officer Sale at price 162.75 - 163.67 per share. Indirect 870,517 Jan 02, 2020 5,335
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Penumbra 1Q 2Q 3Q 4Q FY – 2018 1Q 2Q 3Q 4Q FY – 2019 1Q 2Q 3Q 4Q FY – 2020

(PEN) FY-2018 FY-2018 FY-2018 FY-2018 FY-2019 FY-2019 FY-2019 FY-2019 FY-2020 FY-2020 FY-2020 FY-2020

As of 3Q ending 9/30/2019 03/31/18 06/30/18 09/30/18 12/31/18 12/31/18 03/31/19 06/30/19 09/30/19 12/31/19 12/31/19 03/31/20 06/30/20 09/31/19 12/31/20 12/31/20

Income Statement

($ millions, except per share data

Revenue 102.701 109.638 111.806 120.793 444.938 128.439 134.201 139.502 145.263 547.405 137.329 105.109 151.076 152.700 546.214
     Growth % (Yr/Yr)

Cost of Revenue 36.144 37.386 36.794 42.081 152.405 44.529 40.273 43.504 47.135 175.441 49.320 40.179 60.153 61.000 210.652

Gross Profit 66.557 72.252 75.012 78.712 292.533 83.910 93.928 95.998 98.128 371.964 88.009 64.930 90.923 91.700 335.562
     Gross Margin % 64.8% 65.9% 67.1% 65.2% 65.7% 65.3% 70.0% 68.8% 67.6% 68.0% 64.1% 61.8% 60.2% 60.0% 61.4%

Research & Development 8.013 8.193 9.092 10.000 35.298 11.667 13.462 13.733 14.000 52.862 12.946 22.725 34.923 30.000 100.594

Sales and Marketing expense 54.499 54.776 55.934 62.043 227.252 61.091 67.665 69.289 73.549 271.594 74.453 59.854 76.158 58.000 268.465
General and Administrative expense 30.835
Depreciation and Amortization

Restructuring

Gain on sale

    Total costs and expenses 62.512 62.969 95.861 72.043 293.385 72.758 81.127 83.022 87.549 324.456 87.399 82.579 111.081 88.000 369.059
    Opex % of sales 60.9% 57.4% 85.7% 59.6% 65.9% 56.6% 60.5% 59.5% 60.3% 59.3% 63.6% 78.6% 73.5% 57.6% 67.6%

Income (loss) from operations 4.045 9.283 -20.849 6.669 -0.852 11.152 12.801 12.976 10.579 47.508 0.610  (17.65) -20.158 3.700 -33.497

    Operating Margin % 3.90% 8.80% -18.60% 5.50% 8.70% 9.53% 9.30% 7.30% 8.70% 0.40% -16.80%

Interest income 0.749 0.720 0.771 0.770 0.733 0.784 0.759 0.299 0.108 0.413 0.400
Interest expense -0.290 -0.340 0.170
Other Income (expense), net 0.024 0.071 -0.772 -1.655 0.511 0.014

Income (Loss) before income taxes 4.504 9.663 -19.908 7.349 1.608 11.909 13.514 12.963 11.749 50.135 -0.746  (17.03) -19.731 4.100

Income tax benefit (expense) 1.938 4.948 -1.598 -0.885 4.403 -1.455 2.735 -1.963 3.814 3.131 1.634 4.13 9.855
     Tax Rate % -43.0% -51.2% 8.0% 10.5% -20.2% 15.1% -32.5% 6.2% -119.00% -24.30% -49.90%

Net income (Loss) 6.442 14.611 -21.506 3.363 2.910 10.454 16.249 11.000 9.301 47.004 0.888  (12.90) -9.88
Net loss to non-control Interest  (0.951)  (1.230)  (3.496) 1.986  (3.691)  (0.244) 0.339  (0.483)  (1.066)  (1.454) -0.537 (0.94) -1.06 -1
Net Income(loss) to Penumbra 5.491 13.381  (18.930) 6.659 6.601 10.698 16.588 11.483 9.689 48.458 1.425 (11.96) -8.82 2.896 -16.454

EPS  (Basic)  $ $0.16 $0.39 ($0.55) $0.19 $0.19 $0.31 $0.48 $0.33 $0.27 $1.39 $0.04 -$0.34 -$0.24 $0.08 -$0.46

EPS  (Diluted)  $ $0.15 $0.37 ($0.55) $0.15 $0.18 $0.30 $0.46 $0.32 $0.26 $1.34 $0.04 -$0.34 -$0.24 $0.08 -$0.46

     YR/YR EPS Growth % (Diluted)

Weighted Shares Out Basic 33.846 34.072 34.248 34.250 34.138 34.507 34.694 34.840 34.900 34.750 35.043 35.400 36.207 36.200 36.200
Weighted Shares Out Diluted 35.917 36.116 34.248 36.000 36.087 36.213 36.214 36.271 36.200 36.266 36.363 35.400 36.207 36.200 36.200

EBITDA 5.00 11.00 (19.00) 8.00 5.00 13.00 15.00 15.00 13.00 56.00 4 -12 -17 8 -17
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Part 2 – The Jet 7 Catheter

The Jet 7 is Penumbra's main product.  It is used for the treatment of ischemic 
stroke and accounts for approximately 41% of total revenue for PEN.
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The Jet 7 removes blood clots, thrombectomy, in a stroke patient, by the doctor 
inserting a small tube (catheter) into the artery.  Once the catheter reaches the 
clot, the clot is removed by suction (aspiration).

Penumbra was the first company to develop aspiration catheters for the 
treatment of acute ischemic stroke.  That was the reason for their strong revenue
growth.  However, in 2018 and 2019, other companies developed similar 
catheters, that was the reason for the slowdown in revenue growth for PEN 
starting in 2019 and continuing today.  

While PEN was the early leader, competitors started to develop and introduce 
better catheters.  In 2018, Microvention introduced a device called “Sofia”.  It 
was far superior to the Jet 7 because it was far more flexible and trackable, two 
huge advantages in a catheter.  Soon, other much larger competitors, Boston 
Scientific, Medtronic, and Stryker started to introduce their superior catheters as
well, which further cut into PEN's market share.  PEN's market share went from 
100% in neuro to under 60% today.

While, PEN was the early leader, their research and development budget was 
under $60 million dollars.  Compare that to Medtronic, which spends close 
to $2.4 billion, or Boston Scientific which spends over $1 billion , or 
Stryker, that spends almost one billion or Microvention that spends almost 
$500 million.  PEN is a small fish in a large pond.

Do to the huge success of the Sofia, PEN realized after they lost market share, 
that they had to improve their Jet 7.  In July 2019, they introduced the Jet 7 
Xtra Flex.  With new technology, it was far more flexible and now comparable 
to the Sofia.

However, by increasing the flexibility, it seems that it weakened the catheter.
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Less than a year later, in June 2020, there were 11 deaths in Japan caused by 
the Jet 7 Xtra Flex.  PEN's Japanese distributer, Hiragana, sent a letter to 
hospitals there, warning about the Jet 7 malfunctioning.  The letter said that the 
catheter expanded like a balloon, rupturing the artery in the brain, causing death 
to the patient.  The Jet 7 was removed from the market in Japan.

During a thrombectomy, it is common for doctors to inject, by hand, a liquid to 
monitor the blood flow better.  When the doctor injected the liquid, instead of 
traveling straight through it like in a hose, the catheter expanded to a size 
greater than the patients artery causing a massive rupture and instant death to 
the patient.

- Page 27 -
All information contained herein is obtained by Badger  Consultants, LLC from sources believed by it to be accurate and reliable.  However, such
information is presented “as is” without warranty of any kind and Badger Consultants, LLC makes no representation or warranty, express or implied, as to
the accuracy, timeliness, or completeness of any such information.  All expressions of opinion are subject to change without notice.  Badger Consultants,
LLC hereby discloses that the clients of Badger Consultants, LLC and we the company, officers, employees and relatives, may now have and from time to
time have directly or indirectly a “long” or short position in the securities mentioned and may sell or buy such securities at any time.



The

Bear Facts
                                          Badger Consultants, LLC

Report Date:                     Thomas S. Chanos
November 25, 2020                   (608) 669-0981
             
TomChanos@BadgerConsultantsLLC.com

•

MAUDE’s unflattering accounts
After Penumbra’s decade plus of success, the company now faces a very real 
quandary. The FDA’s Manufacturer and User Facility Device Experience 
(MAUDE) database lists 11 deaths that occurred after operations in January
through the end of July that involved the Jet 7 Xtra Flex. The MAUDE 
database has one such report of a death after an operation last year; Penumbra 
rolled out the new catheter commercially in mid-2019.

MAUDE is an informal, voluntary reporting system for public tracking of 
adverse events like injuries and deaths involving any piece of medical 
equipment approved for use in the U.S. A wide array of individuals, including 
medical professionals, family members of people operated on, as well as 
company representatives, can submit entries to MAUDE, so the reports vary in 
their amount of detail. And unlike a clinical study or an autopsy, MAUDE 
entries are not necessarily recorded in a scientific or medical fashion.

(In this manner, MAUDE resembles another database, the FDA Adverse Event 
Reporting System, which is a repository of adverse pharmaceutical event 
reports. The Foundation for Financial Journalism used FAERS data to reveal a 
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pattern of significant numbers of fatal drug reactions from products sold by 
Corcept Therapeutics, Acadia Pharmaceuticals and Insys Therapeutics.)

Despite their limitations, MAUDE records are certainly valuable for anyone 
hoping to detect a possible trend.

All 12 MAUDE entries detailing deaths after 2019 and 2020 operations that 
involved the Jet 7 Xtra Flex catheter mentioned the device’s distal tip 
suddenly expanding or fracturing. And eight reports noted at least one arterial
rupture – with many of the ruptures cited as occurring in the internal carotid 
artery, which supplies blood to the brain and eyes.
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Nine MAUDE entries describing 2020 operations, however, claimed the Jet 7 
Xtra Flex either fractured or expanded shortly after a surgeon began a cerebral 
angiography. In the latter type of procedure, a catheter is injected with an iodine
contrast dye to make the artery ― and the clot ― visible on X-rays. 
Angiography has been a standard component of clot-removal surgery for years.  
It is estimated that 20% to 50% of doctors routinely use it.

The Maude database now lists 18 deaths from the Jet 7 Xtra Flex.
And it shows over 200 malfunctions over the past 16 months.  Most of these 
are from the Distal tip breaking in the same spot.  This is likely the result of a 
design flaw.

Maybe the most problematic aspect for Penumbra concerning MAUDE lies with
what is not described there: deaths related to competitors’ aspiration 
catheters. MAUDE carries no entries (filed through July 31) for Medtronic’s 
React 68 and 71, Stryker’s AXS Vecta 71 and Terumo’s Sofia Plus aspiration 
catheters.
And a key Penumbra competitor has seized on Jet 7 Xtra Flex’s troubles as 
a marketing opportunity. Medtronic has been running a digital advertisement 
on its neurovascular unit’s LinkedIn page, touting its aspiration catheter’s 
ability to “manually deliver contrast injections.” The logic behind 
Medtronic’s running the ad is simple: While few surgeons probably spend much
time on LinkedIn, Penumbra sales staffers — unaccustomed to marketing a 
device whose safety profile is being questioned — might be weighing their 
career options, and some of them may be tempted to defect.

Asked about a description of a “voluntary recall” in Japan, Penumbra’s Barry 
replied, “No, this is not true. The product has not been recalled in Japan.” 
Penumbra’s Japanese distributor “paused sales” while her company updated 
the Jet 7 Xtra Flex’s “instructions for use,” she said. After Japanese regulators 
approve the catheter’s new instructions, the device will be restocked, Barry 
claimed.
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The Japanese market accounted for 7.8 percent of Penumbra’s sales in 2019, or 
$42.5 million, according to its annual report.

It seems to us, that PEN seeing the threat to its cash cow, rushed the rollout of 
the Jet 7 Xtra Flex without sufficient testing.  They pressure tested it at 45 psi
for 45 seconds, to meet FDA guidelines.  However, hand injecting contrast 
media into a catheter often times exceeds 80 psi, according to experts. PEN 
should have known that 45 psi, while meeting FDA requirements, was far 
inadequate in the operating room. The Sofia catheter has been tested to 300 psi.
Obviously, the Sofia was tested to be far more than necessary, the Jet 7?  Not so
much.

Warning Letters
So, in June 2020, PEN's distributer was warning hospitals in Japan about the Jet 
7.  It took another 5 weeks before Penumbra issued a letter on July 27, 2020  
warning doctors to exercise caution with the Jet 7 and NOT to inject contrast 
media into the Jet 7 because there was only a risk of death or injury.  This 
letter was one year after the launch of the Jet 7, at the time of this letter, 15 
people had already died in the U.S, 3 died in Japan and perhaps 200 more were 
injured.

The Japan letter by their distributer, mentions that deaths occurred BECAUSE
of the Jet 7, and explained how the device failed.  The distributer “paused” 
sales of the unit in Japan.  Others say it was taken off the market.  We are 
unclear which is correct.  In either case, it is not being used in Japan currently.

The US letter by Penumbra 5 weeks later, only says that there is a risk of death 
or injury, not that there already have been 18 deaths.  We are not clear if this 
letter was received by most surgeons that use the product and if the letter 
was powerful enough to warn them of the extreme danger of death.  
Penumbra implied in the letter that doctors did not follow the instructions and 
warnings.  There was no warning in their original instructions about hand 
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injections of contrast media.  There was a warning about using high pressure 
machine injections.  In the July 27th letter, they warned not to do hand injections
of contrast media, but that was not in the original instructions.

We think that lawyers for patients families that died will find these warnings a 
day late and a dollar short. GoldenbergLaw  
“Did you or a loved one undergo an operation to remove a blood clot and come 
out with a brain bleed? The Defective Catheter Attorneys at GoldenbergLaw are
currently investigating cases where an individual has suffered a stroke or brain 
bleed during a thrombectomy procedure in which a Penumbra Jet 7 Xtra Flex 
catheter was used. Contact us today for a free consultation”. 
Call 855-751-6465 >

As far as we know, there have not been any additional deaths since July 27, 
2020 according to the Maude database.  But remember, that database is a 
voluntary database, it may not catch every case. 

Possible Recall

We think that it is extremely likely that the Jet 7 will be recalled.  Why do 
we think that?  Because other catheters have been recalled with LESS incidents 
of injury or death.  Cook Medical had a catheter recalled after only 4 injuries.  
Boston Scientific had a catheter recalled after 13 injuries.  We would say that at 
18 deaths it is a near certainty that the Jet 7 XF will have a Class 1 recall.
We would think that many/most doctors will switch away from Penumbra's 
products so that they are not sued for now knowingly using a defective product.
The damage to the brand could be epic.

Perhaps this is why there has been so much insider selling.  The CEO has sold 5
times since deaths were announced.  The CIO and founder, Arani Bose has sold 
50% of his holdings since the Jet 7 Xtra Flex launch.  The former CFO & 
President, Sri Kosaraju has sold over 50% of his shares.  Surely, it's just a 
coincidence, right?
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Indigo System

The Jet 7 Xtra Flex is not the only possible flawed product.  The Indigo System 
was launched in July 2020, and according to Maude, already has 65 
malfunctions!  Is this a sign of poor quality control?  It sure looks like it to us, 
and probably to any attorney that discovers this as well.
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Liability
We are not exactly sure what their liability exposure is.  Estimates run from $2 
million to $10 million per death.  Based on 2018 paid claim data from the top 25
malpractice insurers in Florida, carriers paid an average of $1,037,009 in 
indemnity costs per paid claim.  Those were standard malpractice, not 
necessarily deaths.  So, $2 million to $10 million sounds about right.  It also 
depends on if there are punitive damages or not.  One hundred million dollars is 
not out of the question.

Resignations

One of our historical indicators of a good short candidate is if there are a lot of 
resignations of senior leadership (Tesla, being the exception). Penumbra has had
6 senior management resignations, VP's, director, CFO/President, CMO, Global
head and almost a dozen sales managers and several others.

Conclusion

We think the valuation of PEN all by itself, without any product recalls and 
losing 40% of its business, is ridiculous.  At 16 times sales, 164 times peak 
EBITDA, 186 times peak earnings for a company with zero sales growth and 
margins declining, makes no sense.  A much bigger and better competitor 
Boston Scientific trades at 26 times EBITDA.  If PEN would trade there it 
would decline 55% from here.

Given that there is an extremely likely product recall that could affect 40% of 
their revenue, we think that there is tremendous down side risk from here.

Short term price target: $200
Medium price target:$150-$175
Long term price target:$100-$125
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Revenue
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Gross Profit
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Operating Income
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EBITDA
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Net Income
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Earnings Per Share
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Cash On Hand
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Gross Margin, Operating Margin & Net Margin

All three margins, Gross, Operating and Net are plunging!
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EBITDA and EBITDA margin have both collapsed!
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Stock Price Vs EPS Vs PE Ratio

Most financials are going down, while the stock price was going straight 
up?
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Market Capitalization

Lots of room to the downside here!
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Income Statement- Quarterly

Income Statement - Annual
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Balance Sheet – Quarterly

Balance Sheet – Annual 
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Cash Flow Statement - Quarterly
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Cash Flow Statement - Annual
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Key Financial Ratios
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Badger Consultants, LLC Compliance Document - 2020

These reports have been prepared by Badger Consultants, LLC/Thomas S. Chanos. Badger Consultants, LLC (“Badger”).  All reports are for
informational purposes only and presented “as is” with no warranty of any kind, express or implied. Under no circumstances should any of these
reports or any information herein be construed as investment advice, or as an offer to sell or the solicitation of an offer to buy any securities or
other financial instruments.  Badger Consultants produces research reports on publicly traded securities, and Badger Consultants, LLC is an
exempt reporting adviser, registered with the state of Wisconsin. The reports are the property of Badger Consultants, LLC that published that

report. The opinions, information and reports set forth herein are solely attributable to Badger Consultants and are not attributable to any Badger
Related Person (defined below). By downloading, accessing, or viewing any research report, you agree to the following Terms of Use. You agree

that use of the research presented in any report is at your own risk. You (or any person you are acting as agent for) agree to hold harmless
Badger Consultants, LLC, Thomas S. Chanos, and each of their affiliates and related parties, including, but not limited to any principals, officers,
directors, employees, members, clients, investors, consultants and agents (collectively, the “Badger Related Persons”) for any direct or indirect

losses (including trading losses) attributable to any information in a research report. You further agree to do your own research and due diligence
before making any investment decision with respect to securities of the issuers covered herein (each, a “Covered Issuer”) or any other financial
instruments that reference the Covered Issuer or any securities issued by the Covered Issuer. You represent that you have sufficient investment

sophistication to critically assess the information, analysis and opinion presented in any Badger report. You further agree that you will not
communicate the contents of reports and other materials made available by Badger to any other person unless that person has agreed to
be bound by these Terms of Use. If you access, download or receive the contents of Badger reports or other materials on your own behalf, you
agree to and shall be bound by these Terms of Use. If you access, download or receive the contents of Badger reports or other materials as an

agent for any other person, you are binding your principal to these same Terms of Use.As of the publication date of a Badger report, Badger
Related Persons (possibly along with or through its members, partners, affiliates, employees, and/or consultants), Badger Related Persons clients

and/or investors and/or their clients and/or investors have a position (long or short) in one or more of the securities of a Covered Issuer (and/or
options, swaps, and other derivatives related to one or more of these securities), and therefore may realize significant gains in the event that the
prices of a Covered Issuer’s securities decline or appreciate. Badger Consultants, and/or Badger Related Persons may continue to transact in

Covered Issuers’ securities for an indefinite period after an initial report on a Covered Issuer, and such position(s) may be long, short, or neutral at
any time hereafter regardless of their initial position(s) and views as stated in the Citron research. Neither Badger Consultants nor Thomas S.

Chanos will update any report or information to reflect changes in positions that may be held by a Badger Related Person.This is not an offer to
sell or a solicitation of an offer to buy any security. Neither Badger Consultants, LLC nor any Badger Related Person are offering, selling or buying
any security to or from any person through any Badger research reports.  Badger Consultants, LLC is an exempt reporting adviser filed and is not

registered as investment adviser in any jurisdiction. Badger Consultants, LLC does not render investment advice to anyone unless it has an
investment adviser-client relationship with that person evidenced in writing. You understand and agree that Badger Consultants, LLC does not

have any investment advisory relationship with you or does not owe fiduciary duties to you. Giving investment advice requires knowledge of your
financial situation, investment objectives, and risk tolerance, and Badger Consultants, LLC has no such knowledge about you.The research and
reports made available by Badger reflect express the opinion of Badger Consultants, LLC as of the time of the report only. Reports are based on
generally available information, field research, inferences and deductions through Badger's due diligence and analytical process. To the best of

Badger’s ability and belief, all information contained herein is accurate and reliable, is not material non-public information, and has been obtained
from public sources that Badger Consultants, LLC believe to be accurate and reliable, and who are not insiders or connected persons of the

Covered Issuers or who may otherwise owe a fiduciary duty, duty of confidentiality or any other duty to the Covered Issuer (directly or indirectly).
However, such information is presented “as is,” without warranty of any kind, whether express or implied. With respect to the research
reports, Badger Consultants, LLC makes no representation, express or implied, as to he accuracy, timeliness, or completeness of any such

information or with regard to the results to be obtained from its use. Further, any research report contains a very large measure of analysis and
opinion. All expressions of opinion are subject to change without notice, and Badger does not undertake to update or supplement any reports or
any of the information, analysis and opinion contained in them.  In no event shall Badger Consultants, LLC or any Badger Related Persons be
liable for any claims, losses, costs or damages of any kind, including direct, indirect, punitive, exemplary, incidental, special or, consequential

damages, arising out of or in any way connected with any information presented in any Badger Consultants, LLC report. This limitation of liability
applies regardless of any negligence or gross negligence of Badger Consultants, LLC, or any Badger Related Persons. You accept all risks in
relying on the information presented in any report. You agree that the information in any Badger research report is copyrighted, and you

therefore agree not to distribute this information in any manner without the express prior written consent of Badger Consultants,
LLC/Thomas S Chanos. If you have obtained Badger research reports in any manner other than as provided by Badger, you may not read such
research without agreeing to these Terms of Use. You further agree that any dispute between you and Badger and their affiliates arising from or

related to this report or viewing the material presented herein shall be governed by the laws of the State of Wisconsin, without regard to any
conflict of law provisions. The failure of Badger Consultants, LLC to exercise or enforce any right or provision of these Terms of Use shall not

constitute a waiver of this right or provision. You agree that each Badger Related Person is a third-party beneficiary to these Terms of Use. If any
provision of these Terms of Use is found by a court of competent jurisdiction to be invalid, the parties nevertheless agree that the court should

endeavor to give effect to the parties’ intentions as reflected in the provision and rule that the other provisions of these Terms of Use remain in full
force and effect, in particular as to this governing law and jurisdiction provision. You agree that regardless of any statute or law to the contrary,

any claim or cause of action arising out of or related to Badger report or related material must be filed within one (1) year after the occurrence of
the alleged harm that gave rise to such claim or cause of action, or such claim or cause of action be forever barred.
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