
 
 

 
MYOMO (MYO – NASDAQ) 

A MEDICARE WINNER 
 

 
 
QUICK FACTS 

 
Trading Symbols:    MYO 
Share Price:     $4.00 
Shares Outstanding:   26.5 million 
Market Cap:     $106 million 
Cash:      $11 million 
Debt:      - 
Enterprise Value:   $95 million 
 

POSITIVES 
 

- Coverage from Medicare Part B should drive sales much higher. 

- Huge addressable market of patients 

- Stock move so far still doesn’t price in the potential upside to sales 

 

NEGATIVES 
 

- Stock has had a huge move over the last few months 

- Still have to execute and show they can turn coverage into sales 

- Up until now is cash flow negative 

 



 
 

BACKGROUND 
 
Myomo (MYO – NASDAQ) has been the #1 winner for our portfolio this 
year. 
 
We bought our first stock at 83c in July.  We added to it on the way up.   
Today the stock sits at $4 and change. 
 
That makes the stock nearly a 5-bagger in less than 6 months! 
 
But the stock should have much further to go. 
 
The run so far has priced stuff out of the stock.  It priced out worries that 
the losses will continue.  It priced out concerns about more dilution.   It 
priced out the negativity that has accumulated over the past 5+ years. 
 
But the move so far has not priced in all the good news. 
 
Even after running up 5x, the stock still trades at under 6x trailing sales.   
That may not be a screaming bargain, but it is also not expensive.  It isn’t 
looking ahead at what revenue could go to now that Myomo has Medicare 
coverage for their MyoPro brace. 
 
I am going to recap the story and tell you why I think there is still a lot of 
room for Myomo to go higher.  Here’s the quick and dirty background.  

 
THE MYOPRO BRACE  

 
Myomo makes and sells an electromagnetic arm brace called the MyoPro.  
This is an extremely high-tech arm-brace.  This isn’t a brace you’d buy at 
the pharmacy if you twisted your arm or had carpal tunnel syndrome.  This 
is a patented device that allows people with partially paralyzed arms to 
move them again. 



 
Source: Myomo Website 
 
The device picks up brain signals, translates those signals, and allows for 
the controlled movement of an otherwise paralyzed arm. 

The device is FDA-cleared in the US and CE Mark (Europe) approved. It 
costs around US$43,000.  

That price tag is out of the reach of most people to pay out of pocket.  You 
need the help of insurance to pay for it. 

Which is why the recent developments are SO important to Myomo.  Over 
the last few months, it has become clear that the MyoPro will be 
reimbursed by Medicare Part B.  This opens a massive new cohort of 
patients that will drive revenue growth over the next couple of years.   

 

THE REAL MEDICARE ADVANTAGE 
 
Let’s talk about how health insurance works in the United States. 
 
For mostly everyone under the age of 65 (there are a few exceptions for the 
very poor), health insurance is private.  Most folks have it funded by their 



employer.  For the rest, it is out of pocket.  And for about 15% of Americans, 
there is no coverage at all. 
 
Once you hit 65, things change.  The United States has a federal social 
insurance program called Medicare.  Medicare covers everyone over the age 
of 65 that doesn’t have full coverage elsewhere. 
 
But Medicare coverage has its limits.  About 90% of Medicare enrollees 
have supplemental insurance, either from their employer or as retiree 
coverage. 
 
Also under the Medicare umbrella is Medicare Advantage.  This is another 
form of private insurance top-up of Medicare. It costs about 12% more than 
Medicare but gives more options and private insurers providing the 
coverage have some say in the patients they will cover under the plan. 
 
Finally, for the very poor there is an additional program called Medicaid.  If 
you have a low enough income to qualify, Medicaid can supplement the 
Medicare benefits.  Medicaid is also available to low-income individuals 
under the age of 65. 
 
Now that you understand the landscape, here is the KEY point: if you have 
a medical device that needs insurance, it is Medicare coverage that REALLY 
matters. 
 
Medicare covers everyone over 65 who doesn’t have coverage elsewhere.  
And many of the private insurers base what they cover on what is covered 
by Medicare. 
 
This is why the BIG CATCH for Myomo has always been to get Medicare 
Part B coverage (the Part B just refers to doctor-based coverage vs. Part A 
which is hospital coverage).  Approval for Medicare Part B is effectively a 
doubling of Myomo’s TAM (something management reiterated on the last 
call). 
 
But it is even more than that.  Medicare determines the direction of other 
insurers.  Private payers follow Medicare’s lead. 
 



Once Medicare agrees to cover a product, private payers and Medicare 
Advantage payers that have been dragging their feet on insuring MyoPro 
are now far more likely to. 
 
It is therefore no surprise that Myomo’s stock took off once it became 
clear that the MyoPro would be covered by Medicare Part B.   And that the 
stock rocketed higher as the details of that coverage looked more and more 
favorable. 
 
Myomo has been eking out a business without Medicare until now. 
 

 
Source: Myomo Investor Presentation 
 
The device is covered by Veteran Affairs, Medicare Advantage, and a 
number of private insurers.  But the true coverage is more spotty.  It is case-
by-case.  The list of reliable insurers for the MyoPro is tiny.  As evidence of 
their frustration in getting coverage, Myomo has restricted their sales to the 
few insurers that they have confidence in.  A single HMO was responsible 
for 30% of revenue last year. 
 
With Medicare this should change significantly. 
 



Part B coverage is expected to add 400 patients to the TAM every quarter. 
90% of these patients are expected to go with the higher priced MyoPro G 
brace.   
 
In other words, the addition of Part B coverage increases the TAM by $24 
million every quarter! 
 
No wonder the stock has skyrocketed. 
 
 

THE SIX YEAR OVERNIGHT SUCCESS 
 
 
The MyoPro is not a new device. The commercial ramp began in 2018.  over 
2,000 MyoPro devices have been delivered to patients.   
 

Source: Myomo Investor Presentation 
 
Myomo started off by offering the MyoPro for the elbow over 10 years ago.  
In 2015 they added the MyoPro Motion W, for the wrist, and ungraded the 
original device that allows users to open and close their hands (now called 
Motion G). 
 



They got approval to sell the MyoPro in the EU in 2017.  They received 
codes for approval (but not pricing) from Medicare in 2018.  All along they 
have been improving the device, first with the MyoPro 2 and now the 2” 
released in January 2022. 
 
What I am trying to show is that the MyoPro is nothing new.  The device 
has been used for years and it works.  This isn’t a story about untested 
technology.  The MyoPro has been clinically shown in peer reviewed studies 
to restore the ability to complete functional tasks.   
 

 
Source: Myomo August Investor Presentation 
 
MyoPro works by acting as a brace that supports the joint.  The device uses 
sensors placed on the skin that can detect very slight signals (called 
electromyogram or EMG signals) from the impacted muscles.  Signals are 
then amplified into movement of the limb with the help of the motorized 
brace. 



 
Source: Myomo Website 
 
Put it all together and you have a device allows the patient to control 
movement of what would be an otherwise be a partially paralyzed limb. 
 
There are over 3 million people in the US with chronic arm paralysis.   
There are 800k strokes in the US per year which, along with other 
neurological conditions, adds 250k patients to the population every year. 
 
To put that in context, Myomo had a banner quarter in Q3 by adding 156 
authorizations.  There is a huge market here to address, and now Myomo 
has the go ahead to do it. 
 

 



FROM A PRODUCT TO A BUSINESS 
 
 
Even without Medicare approval, Myomo has been able to grind out 
revenue growth for the last six years. 
 

 
Source: Myomo SEC Filings 
 
But that growth has not translated to the share price.  In the chart above I 
transposed revenue growth with the stock performance to illustrate how 
they have gone in opposite directions. 
 
The issue is pretty simple: Myomo hasn’t been able to stem the bleeding of 
cash. 
 
There are some types of businesses that can burn cash for years and still get 
the benefit of the doubt from the market.  The medical device business is 
not one of them. 
 
There are too many examples of medical device companies that have 
burned through funding and never been profitable.  The market looks on 
the sector with skepticism. 
 



Which is what it did with Myomo.  Myomo wasn’t growing fast enough to 
outrun their expenses.  Free cash flow had actually gotten worse the last 
couple of years.   
 

 
Source: Myomo SEC Filings 
 
This year that began to change.  Free cash flow has improved.  In the last 
12-month period Myomo has had -$6.4 million of free cash flow burn – 
lower than any previous period and nearly 40% less than 2022. 
 

 



Source: Myomo SEC Filings 
 
Those trends continued in Q3. 
 
 

Q3: A GOOD LAUNCHING POINT 
 
 
Myomo delivered a solid quarter in Q3, one that provides a good launching 
point for the growth to come. 
  
The company beat estimates on revenue ($5.1 million vs $4.97 million), 
gross margin (68.7% vs 67.5%) and slightly missed on aEBITDA (-$1.66 
million vs -$1.52 million).  Product revenue, which doesn’t include lumpy 
license fees from their international JVs, was up 28% YoY and 20% 
sequentially. 

 
Source: Myomo SEC Filings 
 
Internationally Myomo saw record revenue from Germany and progress 
from their JV in China.  About 20% of sales for MyoPro come from 
international customers. 
 
Backlog was up modestly in the quarter and Myomo has over 1,000 patients 
qualified in the queue. 
 



It was a good quarter.  Most importantly, this is all happening before 
Myomo sees any benefit from Medicare.  That won’t start until next year. 
 
 

WHAT’S IT WORTH? 
 
While it is hard to find a direct comp for Myomo, you can get a sense of 
where they stand by looking at the broader universe of medical device 
companies. 
 

 
Source: Alpha-Sense 
 
There is a big range in valuations.  These are also mostly much larger 
companies.  They are generally more mature businesses, so the forward 
growth is going to be lower than what Myomo should be able to do. 
 
Still, the average P/S multiple is 5.8x.  And this is at a depressed valuation, 
as many of these companies have seen their stock prices slide because of 
worries about GLP-1 drugs like Ozempic and their impact on some medical 
device sales. 
 
Today Myomo trades at about 6x trailing sales. 
 
Trailing is the key word.  The upside for the stock is going to come from 
how much they can leverage Medicare coverage into more sales growth.  



You are buying the stock because you believe there is big growth coming in 
the next few years. 
 
There are only a couple brokerages that cover Myomo.  None of them have 
built in estimates for a realistic upside from Medicare approval.  We can’t 
use their numbers to estimate where sales could go. 
 
But we know that Myomo has said that it doubles their TAM.  We know 
there are Medicare Advantage and private payers that have not been willing 
to cover the MyoPro but now will be forced to.  Finally, we know that 
Myomo has been selling their Motion G brace for ~$42k vs a newly covered 
price of $62k, meaning that a price hike across the board is likely in store. 
 
A doubling of revenue (from $20 million to $40 million) is not 
unreasonable for a near term target.   Over the longer term it could be a lot 
more if Myomo can really gain traction on Medicare patients.  Remember, 
stroke patients with paralyzed arms are a huge, huge number and it grows 
every year.  There is a lot of room to grow here. 
 
The stock has gone up a lot, but in my opinion, it hasn’t come close to 
pricing all this in.  The move in the stock has been about pricing out: 
pricing out cash burn, a dilutive raise and all that other negativity. 
 
The upside of revenue growth is yet to be priced in.   Which is why Myomo 
remains a BUY for me. 
 
 
 


