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BioSig’s Q1-F20 numbers included some considerable variances from our model, although considering the 

addition and rapid ramp of its new ViralClear Pharmaceuticals subsidiary, none of those differences were 

particularly surprising. Recall, ViralClear, which is in the process of developing a therapeutic for COVID-19 was 

acquired by BioSig a few weeks ago.  Given that the Company is still on the cusp of their commercial launch (and 

is thus still “pre-revenue”) the earnings focus is largely limited to the expense side of things, and again, the quarter 

did include some unexpected expenses due largely to the addition of ViralClear, which was made as we were just 

initiating the coverage.   

 

Specifically, for Q1-F20, the Company reported Research & Development expenses of $4.9 million versus our 

estimate of $1.7 million for a difference of $3.2 million. That difference was largely related to “acquired research 

and development” associated with ViralClear and as such was a non-cash item.  

 

Secondly, SG&A for the quarter was $7.9 million versus our estimate of $5 million for a difference of $2.9 million. 

Here again, as we understand it, much of that difference was also associated with the Viral Clear transaction, 

which included setting up the ViralClear executive team and board. Much of this was stock-based 

compensation/incentives and thus was non-cash as well. 

 

While we think the quarter certainly involved some significant extraordinary items surrounding the acquisition, 

we have to admit, it is unclear to us how the ViralClear transaction will impact BioSig’s financials over the next 

quarter or two and perhaps beyond.  Frankly, from our perspective, the Company has not provided much guidance 

regarding those issues. What they have indicated, is that their intent is to file an S-1 and spin ViralClear to BioSig 

shareholders.  That makes sense to us, but it still does not tell us a great deal about what happens between now 

and then as they are accelerating clinical efforts to advance ViralClear.  We know that the Company is 

collaborating with the Mayo Clinic in terms of the evaluation/development of ViralClear. Recall, Mayo is a partner 

with BioSig in other core business endeavors as well.  That said, they have not provided much color on what those 

clinical efforts might cost and who is going to pay for them. As far as we can tell, they will be consolidating 

ViralClear’s activities (read: burn-rate) until they effect some sort of transaction that no longer requires 

consolidation.  Again, unless we missed something, they have not provided much detail on the operating minutia 

of ViralClear, which raises some concern about the cash available to support not only ViralClear’s clinical 

endeavors, but also the commercial launch of the Company’s core business. We are not suggesting they do not 

have a plan; we just don’t know what it is, and that lack of visibility leaves some holes in the analysis.  

 

Looking ahead, The ViralClear transaction certainly provided a new twist to the BioSig story.  We noted in the 

initial coverage and subsequent update, that we had no idea how to handicap the ViralClear addition, and we still 

don’t.  Again, outside of the addition of some capable resumés to the ViralClear team, we do not know a great 

deal more about the acquisition than we did a few weeks ago.  That said, we think we can all recognize that if 

ViralClear truly has an approvable therapy for COVID-19 and as we understand it, potentially for other viruses 

or mutations of Covid-19, then ViralClear is worth much more that the current value of BioSig without the core 

business.  If they do not it is probably worth nothing and will in retrospect probably will have required some 

resources that would have been better directed towards the launch of the core business.  At the same time, we 

initiated this coverage based on the prospects of the Company’s emerging core EP signaling business. Since that 

initiation just a few weeks ago, the stock price has appreciated through our target, which was primarily based on 

our assumed prospects for the core business over the nex12-24 months and has subsequently likely been negatively 

impacted by the current pandemic  so that puts us at a bit of a crossroads.  To put that another way, we think the 

current stock price may represent full value for the core business, which would generally lead us to either reassess 

our target, or terminate the coverage based on the stock breaching our target. In short, it is hard to terminate this 

coverage when there is some prospect for a therapy for the current pandemic, but it is also hard to maintain our 

allocations knowing that if biopharma history is any guide the probability of ViralClear having an FDA approvable 

solution is probably low.  
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Given the above dilemma, we are going to seek the easiest path and straddle the fence here, by lowering our 

allocation, but still maintain our coverage presence.  To reiterate, while we think the recent run in the stock (which 

we surmise is largely related to ViralClear) reflects something close to our own 12-24 month fair value target of 

the core business, the ViralClear piece represents a considerable potential catalyst that is difficult to walk away 

from.  As a result, we are lowering our allocation of BioSig from 4 to *2, while maintaining the price target until 

we see a few more datapoints.                                              

 

 

Projected Operating Model 
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General Disclaimer:  

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of its subscriber base. 

Our publications are for information purposes only. Readers should review all available information on any company mentioned in 

our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own 

independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors 

and employees, and/or members of their families may have long/short positions in the securities mentioned in our research and 

analysis and may make purchases and/or sales for their own account of those securities.  David Lavigne does not hold a position in 

BioSig.  

 

Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present 

at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences.  

Trickle Research has not been compensated directly by BioSig for the publication of this report nor has BioSig compensated Trickle 

Research for any other services associated with this research report at this time.   

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited.   

All rights reserved.   

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report. 

 

Rating System Overview: 

 

There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1 

“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As 

a guideline, here is a suggestion on how to use the allocation system. 

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.  

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines. 

A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.  

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.  

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these. 


