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COMPANY ANALYSIS 
CAPRICOR THERAPEUTICS 

CAPR-NASD 
 
 

I don’t do a lot of biotech stocks—but I have a good network of 
investors who bring me good ideas.  One was Capricor in March 
2020.  The appeal here was a negative enterprise value and some 
upcoming catalysts, all packaged in a very tight share structure.  It 
was a 10-bagger for us within 2 months!  I quickly sold the stock 
and have never re-purchased it.  Here is our original report: 

 

 

This is probably not the right time to be introducing a junior biotech with only a 
year's cash (maybe 15 months) in the bank,. But it has a couple interesting 
points: 

1. Enterprise Value = zero, i.e. cash in bank and market cap are the same 
($9 million roughly) 

2. Potential catalyst in Phase 2 data this quarter that could (not will) make 
the stock a big winner quickly 

3. Another biotech company that showed some promise in treating this rare 
muscular dystrophy, Sarepta (SRPT-NASD) went from $10-$160 in two 
years on a study with very few patients. 

4. Then just yesterday they announce a COVID19 angle to their pre-clinical 
product, with a (seemingly) highly qualified person to run it and they say 
they are going after gov't grants like crazy to help fund it. 

 

So that's what got me interested. Be aware that as the financial world falls 
apart this may not be the right time to buy this stock. I'm long 10000 shares at 
$1.11. 

 
QUICK FACTS 



 
 

Trading Symbols: CAPR 

Share Price Today:    $1.12 
Shares Outstanding: 8.3 million 
Market Capitalization: $9.3 million 
Net CASH:  $9.0 million 
Enterprise Value: $0.3 million 
2020 Consensus Revenue $0 million 
2021 Consensus Revenue $0 million 

 
 

Positives 

 
- Trades at a negative enterprise value 
- Has readout on Phase 2 cell therapy trial – major event – in the next couple 
of months 
- Received pediatric orphan drug designation with potential value of >$100 
million if drug is approved 
- Early stage preclinical program is an emerging science with lots of potential 

 
 

Negatives 

 
- Phase 1 data appears to be okay but positive market reaction did not last 
- If current Phase 2 trial is not successful, company will need to raise cash 
- Early stage program (exosomes) is pre-clinical, meaning it is years away from 
results 
- Cell therapy has had a number of clinical failures, leading to market 
skepticism 

 
 

BACKGROUND 

 
The market isn’t assigning a lot of value to Capricor. The question is whether it 
should be? 

 
Capricor was not an expensive stock even heading into the COVID-19 
collapse. But the COVID panic has exacerbated the decline and the stock has 
fallen from $1.80 to a little over a buck 



 

That makes Capricor part of an elite group of stocks: those that trade with a 
negative enterprise value. 

 
A negative enterprise value means that the company’s cash position exceeds 
its market capitalization. 

 
To be fair, it isn’t entirely uncommon for biotechs to trade at negative 
enterprise value. After all, clinical stage biotechs don’t generate revenue and 
they eat cash. There is an expectation that cash position will be burnt over 
time. 

 
But usually those that trade at negative EV’s are failed biotechs. Companies 
that have held clinical trials that have failed, and there is an acknowledgement 
that there is a long road back as they start over. 

 
That is not the case with Capricor. They have a drug candidate in Phase 2 that 
has a 12-month read-out coming up in the next two months. 

 
Capricor is going after the rare disease market. They are targeting a terrible, 
debilitating disease called Duchenne Muscular Dystrophy (DMD). 

 
The company has been around for 14 years. Their technology that targets 
DMD, created out of John Hopkins University in Baltimore Maryland, is called 
CAP-1002. 

 
CAP-1002 is known broadly as a cardiosphere-derived cell therapy – in short 
form a cardiac cell therapy or CDC. 

 
What is cardiac cell therapy? Well, let’s start with what the cells are. We are 
talking about cells that are unique to the heart. These are cells that are 
harvested from donated heart muscle. 

 

Cardiac cells produce something called an exosome. It is not super important 
to understand what exosomes are, but it is important to understand what they 
do – they reduce inflammation and help a muscle regrow or regenerate itself. 

 
The drug candidate CAP-1002 is a cocktail of these cells. They are injected 
into the body intravenously. The cardiac cells regulate good and bad 
inflammation, helping a body that is not doing that on its own. 

 
 

Duchenne’s 



 

 

 
Duchenne is an inflammatory disease. It works in a terrible and ultimately fatal 
way as constant inflammation in the body leads to muscle deterioration. 

 
DMD affects young boys – 20,000 boys in the United States and 200,000 
worldwide are afflicted with the disease. 

 
In a nutshell, these boys don't make an essential protein called 
dystrophin. Dystrophin is the shock absorber of your cells. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Because the heart is a muscle there are cardiac complications with the 
disease. This makes Capricor’s cardiac cells well suited to the job. 

 
 

Phase 1 Study 

 
CAP-1002 had its Phase 1 results released in late 2017. The study showed a 
decent safety profile and some efficacy. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Capricor 2017 Phase 1 Results Presentation 

 
Probably the best piece of data from the study was the Cardiac Scar metric – 
which showed some improvement on how fast these boys heart was 
deteriorating. 

 

A $100 MILLION LOTTO TICKET-- 
PEDIATRIC ORPHAN DRUG DESIGNATION 

DMD is an orphan disease that afflicts a small number of patients and pricing 
can be very favorable for potential approved therapies. 

 
CAP-1002 has received orphan drug designation, which means if it is 
approved it will get these pricing benefits. 

 
The drug also has a second designation called regenerative medicine 
advanced therapy (RMAT) designation. 

This designation allows for more frequent FDA meetings and priority reviews. 

Finally, CAP-1002 has a rare pediatric disease designation (RPDD). 
Companies get these for treating a rare pediatric disease after they can show 
clinical data. 



 

 

RPDD comes with vouchers called a rare pediatric voucher. These aren’t 
vouchers for the existing drug – they are for future drugs. 

 
Under this program, a sponsor who receives approval for a drug or biologic for 
a "rare pediatric disease" qualifies for a voucher that can be redeemed to 
receive a priority review of a subsequent marketing application for a different 
product. 

 
What is unique about these vouchers is that they can be bought and 
sold. Assume that Johnson & Johnson or Biogen were competing in the same 
market wanted their drug approved faster – they could actually buy Capricor's 
voucher! 

 
It sounds a little crazy but it’s true. And that makes the vouchers quite 
valuable. 

 
Sarepta, another company in the DMD space, sold one of their vouchers for 
$125 million in 2017, and a second for $111 million a few weeks ago. With an 
annual burn of roughly $7.5 million, that $111 million = almost 15 years of 
working cap! If CAPR got something like that, the stock would be $10 instantly 
just in cash! But I am moving WAY too far ahead here... 

 
Sarepta is treating the genetic component of Duchenne muscular dystrophy, 
we are treating more of the skeletal and cardiac complication, more of a 
downstream effect. 

 

FINANCES 

Capricor had $9 million in the bank at Dec. 31/19, after raising $5 million in Q4. 
The cash burn has been about $600 thousand dollars a month over the first 9 
months of the year. They say they have enough money to get them into Q2 21. 

 
They have raised $45 million in non-dilutive capital they said today on their Q4 
call. 

 
There are just over 4 million warrants (that don't trade) at $1.10 from the Q4 19 
financing. 

 

COMING CATALYST--12 MONTH PHASE 2 DATA 

Capricor has already given 6-month results on the Phase 2 trial. The stock 
briefly popped on those results but subsequently gave up those gains. 



 

 

The Market is now awaiting 12-month results. 
 

It is worth noting that in the Phase 1 trial, Capricor said that most of the gains 
of their therapy happened in the early months of treatment. So it is possible 
that these results will underwhelm the market. 

 
That is clearly what the market is pricing in. 

 
Consider that in 2016, when Sarepta Therapeutics was in Phase IIB trials for 
EXONDYS 51 (also targeting DMD), the stock fluctuated between a 
capitalization of $600 million to $900 million – and was even well over $1 billion 
at various times. After subtracting Sarepta’s cash balance at the time of ~$400 
million, that still leaves a valuation in the hundreds of millions. 
Capricor, on the other hand, is pricing in very little. 

 
What CAPR management would like to see is that these Phase 2 results are 
so good that the FDA allows them to skip Phase 3 and go to early 
commercialization. IF IF IF that happens, the stock would go crazy. 

 
 

THE BACK UP PLAN--EXOSOMES 

 
Capricor does have a second asset that it is excited about. It is pre-clinical, so 
very early stage. The company is exploring using exosomes. 

 
All cells secrete exosomes. The exosomes can move from cell to cell. They 
deliver messenger RNA (mRNA), which tells the cells what proteins to create. 

 
Capricor’s idea is to engineer the exosome to tell cells to make certain 
proteins. Those proteins maybe one’s that the cell isn’t making but should be, 
or proteins that may help the body fight against diseases. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Company Presentation 

 
At a high-level it makes a lot of sense. But this is still very, very early on in the 
process. 

 
The reality is that the stock is going to move on the Phase 2 results from CAP- 
1002. If those results are poor, the only thing the market is going to care about 
is the cash balance. 

 
While cash is not an immediate problem, it will be if the company’s remaining 
asset is the preclinical exosome technology. The simple reason being that this 
asset will have to go through multiple trials and that is going to require cash. 

 
 

RISKS 

The only...niggle, if that's a word...in the back of my mind is that in my chat with 
management, they really played up the exosome and not the DMD stuff. I don't 
know if I should make that mean something or not. The DMD stuff is much 
more advanced. 

 
But this was the day before they announced they were expanding the exosome 
platform expansion and the new guy, Dr. Gould. 

 
Capricor is trading at cash even though they have a readout on a Phase 2 trial 
that is only months away. The company appears to be more promoting the 
next thing (exosomes). The data from the Phase 1 trial was okay but not 
amazing. 



 

Given that I am no expert, I have to wonder why the actual experts aren’t 
bidding up a stock with a negative EV and clinical readouts on the 
horizon. Why isn’t some smart biotech fund all over this? 

 
Now, one of them did do the Q4 financing, and like I say, this is perhaps not 
the right time to buying a junior biotech with 12-15 months cash and a binary 
catalyst in the coming 2 months. That's the main thing that gives me pause. 

 

STOCK CHART 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
CONCLUSION 

Short term, the stock moves or stagnates on the near term CAP-1002 results. 
If those results are positive, the sky is the limit. 
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There is a small chance that the FDA will approve the drug directly after this 
phase of testing. That happened with Sarepta’s first drug, which was approved 
after Phase IIB. If that happened here the value of the vouchers alone would 
be huge, and the stock would reflect the kind of valuation I showed you above 
(you know, where I got WAY ahead of myself...) 

 
The new exosome strategy makes sense if they can fund it with non-dilutive 
capital. 

 
STAY SAFE AND FLATTEN THE CURVE--IGNORE PEOPLE! 
(seen on Twitter: Ask not what staying at home on the couch can do for you, 
ask what staying home on the couch can do for your country!) 

 
Please reach out to me at keith@investingwhisperer.com if you have any 
questions or comments. 
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