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Market Data Company Profile

Medistem (OTCBB: MDSM), a development-stage biotechnology company, is    
commercializing advanced medical therapies based on non-controversial adult 
stem cells (ASC). The Company believes its pioneering fee-for-service licens-
ing strategy and its (ASC) focus  provide a competitive advantage since world-
wide demand for stem cell-sourced medical solutions is increasing.  The 
Company’s mission precludes the use of controversial embryonic or fetal stem 
cells. 

Medistem’s proprietary technology, based on adult stem cells harvested from 
umbilical cords, placentas, fat, bone marrow and muscle,  is being used by 
Medistem’s licensee ICM to treat debilitating conditions such as cerebral palsy, 
stroke, cardiovascular disease and orthopedic disorders. Medical evidence 
suggests that adult stem cells may help repair or regenerate blood vessels, 
cardiac muscle, nerves, bones and other tissue, potentially helping heart attack 
victims, patients with brain and spinal cord injuries, and osteoporosis suffer-
ers

Symbol
Exchange
Current Price
Shares
Outstanding
Market Cap
52-week Range
Average
30-day Volume
Coverage Initiated
Rating 
Price Target 

MDSM
OTCBB

$.41
129.35 MILLION

$53.04 MILLION
$.01 - $.80

70,500
 

March 10, 2006
Speculative Buy

 $1.20



2Medistem Laboratories (OTCBB: MDSM)

Analyst: Lisa Springer, CFA
Research Note
December 5, 2006

Industry

The worldwide market for stem cell therapies and related products is expected to more than double from a 
market value of $24.6 billion in 2005 to $68.9 billion in 2010 as reported by the biopharma research firm, Piribo.  
Since 1999, patents for stem cell related products or therapies have trended away from hematology, the study of 
blood and its related diseases, towards more patents revolving around the fields of neurology, diabetes, oncology, 
and drug screening products.  Piribo also reported that in 2005, there were over 100 companies that focused their 
efforts around adult stem cell therapies and products.  A report by Frost and Sullivan Research speaks of the 
opportunity that adult stem cells present in closing the gap between modern medicine and unmet medical 
treatments.  The main benefit of using adult stem cells is that they can be taken from the patient, cultivated, and 
reintroduced into the patient.  This vastly reduces the possibility of immune rejection.

Stephen Dunn of Dawson James Securities recently told CNN Money that “"From a Wall Street perspective, adult 
stem cells are a much better investment.  These are the guys who are going to be in the news in 2007 and 2008."  
Adult stem cells have already eclipsed embryonic stem cells in testing.  Embryonic stem cells are still being tested 
on rats, while adult stem cells are being utilized in clinical trials on human subjects in the United States, and are 
being used to treat diseases in countries such as Costa Rica, where Medistem’s affiliate ICM operates its clinic.

Due to the severe limitations placed on embryonic stem cell research by President Bush, states like Missouri and 
California have been racing to attract stem cell related industries  with a host of regulatory and financial 
incentives.  California is the undisputed leader in the pack of states rushing to attract the industry, which provide 
high paying jobs.  Proposition 71 formed the CIRM - California Institute for Regenerative Medicine – in 2004.  
This bill made available $3 Billion in funding for stem cell research at California universities and research 
institutions, and called for the establishment of an entity to make grants and provide loans for stem cell research, 
research facilities, and other vital research opportunities.   

The recent midterm election victories for the Democrats are seen as a likely boon to the stem cell market and 
research.  Several states including New Mexico, New York, and notably Missouri handed stem cell advocates 
stunning victories.  Wisconsin has offered companies embryonic stem cell patents to lure research facilities to the 
state.  Election year 2008 will focus heavily on stem cell issues with democrats taking the issue and placing it on 
their main platform.  Republican candidates can be expected to distance themselves at first during the primary 
season in late 2007 to appeal to their evangelical base.  As for the general election in 2008, the GOP candidate can 
be expected to be more open to the possibilities of the research, but remain ambiguous towards his/her feelings 
as to not upset the base.
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Overseas stem cell therapy centers have taken off due to the fact regulations are not as stringent as the United 
States, and one could argue the big pharmaceutical companies lack a lobbying powerhouse in those countries.  
One company, a competitor of Medistem, TheraVitae is based in Thailand.  The company uses VesCell stem cell 
treatments on patients with coronary artery disease and congestive heart failure. The TheraVitae company web 
site claims an 80 percent success rate after treating over 130 patients. (http://www.theravitae.com/)

Adult stem cells offer the possibility to revolutionize the field of medicine years before embryonic stem cell 
therapies have the opportunity to get to market.  Currently a sizeable gap still remains between the promise and 
fulfillment.  Companies like Medistem offer hope to millions that the gap will close fairly quickly.  Several 
problems still remain in the industry however. The complexity of the genetic and biological processes involved in 
stem cell differentiation is yet to be deciphered. However, as scientists begin to better understand the signals and 
pathways involved in stem cell differentiation it may lead to faster development of treatments. 
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Highlights

In February 2006, the Company signed a licensing agreement with Institute of Cellular Medicine (ICM), a Costa 
Rican corporation, granting it a license to use Medistem’s technologies. As part of the agreement, Medistem will 
fund ICM’s operating expenses, in exchange for 85% of the net revenues derived from patient treatments 
involving the infusion of adult stem cells.  ICM received its license to treat patients using adult stem cells in 
August 2006 and began treating patients for various neurological conditions such as amyotrophic lateral sclerosis 
(ALS), stroke, multiple sclerosis and cerebral palsy.  The treatments at the clinic are formulated and administered 
in accordance with guidelines developed by ICM’s medical and ethical advisory committees.. 

In July 2006, Medistem named Steven M. Rivers to be its Chief Financial Officer.  Mr. Rivers will split his time 
between Medistem and Rivers & Moorehead, PLC, an internal controls, accounting and financial reporting 
consulting firm he co-founded in 2004. 

Also in August 2006, Costa Rica awarded ICM with a  license to operate a stem cell bank and medical clinic, 
which enabled it to begin treating patients using Medistem’s technologies. From mid-August through the end of 
September, ICM generated treatment revenues totaling $105,000. Its services are fee-based; per-patient fees are 
approximately $3,000 for each stem cell infusion treatment; the typical patient receives four to six treatments. 

The data gathered from patient treatments stands to benefit Medistem in many ways, most notably by generating 
additional intellectual property and furthering its marketing efforts through patient testimonials. So far, 
marketing has been primarily by word of mouth and through its affiliate’s website www.cellmedicine.com. 
Medistem plans to use patient data to generate white papers for medical journals, thus increasing its visibility 
within the medical community. The Company has also begun exploring partnerships with physician groups but 
has yet to solidify any of these relationships. 

In August, Medistem filed a patent application for an invention using stem cells to treat cardiac valvular 
dysfunction (damaged heart valves). This patent resulted from the Company’s discovery of an apparent repair of 
a defective aortic heart valve in a patient being treated for a different medical condition at the Costa Rican facility.  
Medistem has also applied for a patent for the stem cell treatment of erectile dysfunction and for a second patent 
for the utilization of stem cell therapies to treat back disc degeneration.
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Conclusion 

With the initiation of clinical operations by its licensee in Costa Rica, Medistem is advancing its position as a 
leading provider of stem cell therapies on a fee-for-service basis.   Production is clearly not an issue for the 
company as their technology allows them to grow 500 million stem cells from a single cord, and with revenues 
now in motion, the company has begun the climb to becoming cash flow positive.  With the political pendulum 
swinging back in favor of stem cell research, Medistem's experience and data gained abroad are expected to 
provide it an advantageous position when the regulatory climate in the U.S. eases.The Company expects its 
visibility within medical circles to increase as technical articles, supported by its patient data, are published in 
leading medical journals. At the same time, patents on discoveries such as the heart valve repair invention will 
solidify the Company's competitive advantage and increase the value of its intellectual property portfolio.
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All material contained in this report is the sole property of Beacon Research Partners, LLC.
No information contained herein may be copied or reproduced in any manner without the

express written consent Beacon Research Partners, LLC.

Disclaimer

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and micro capitalization 

companies.  BER has no investment banking or consultation conflicts thereby minimizing the inherent conflicts of interest between the 

research analysts and the companies they cover.  BER is not a registered investment advisor or broker dealer.  No information in this 

report should be construed as an endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared 

this report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-free or factually accurate.  

All conclusions in this report are deemed reasonable and appropriate by the author. The Private Securities Litigation Reform Act of 1995 

provides investors a "safe harbor" in regard to forward-looking statements.  To fully comply with the requirements of this law, BER cautions 

all investors that such forward-looking statements in this report are not guarantees of future performance. Unknown risk, uncertainties, as 

well as other uncontrollable or unknown factors may cause actual results to materially differ from the results, performance or 

expectations expressed or implied by such forward-looking statements.  Investors should exercise good judgment and perform adequate 

due-diligence prior to making any investment.  Beacon Equity Research has been compensated a total of eighteen thousand dollars by 

Medistem for an enrollment in its research program. Ratings and price targets in this report should not be construed as recommendations 

or stock price predictors.  Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company's SEC filings as well as our initial report on the firm to better understand the inherent risks associated with this 

security. There may be many uncontrollable or unknown factors which may cause actual results to materially differ from the results, 

performance or expectations expressed or implied by such forward-looking statements.  Investors should exercise good judgment and 

perform adequate due-diligence prior to making any investment.

All decisions are made solely by the analyst and independent of outside parties or influence.

I,  Lisa Springer, CFA,  the author of this report, certify that the material and views presented herein represent my 
personal opinion regarding the content and securities included in this report.   In no way has my opinion been 
influenced by outside parties, nor has my compensation been either directly or indirectly tied to the performance 
of any security listed.   I certify that I do not currently own, nor will own and shares or securities in any of the 
companies featured in this report.

 Lisa Springer, MBA, CFA - Research Analyst
Lisa serves Beacon Research Partners as a research analyst. She brings to the company over 15 years experience in 
equity research and investment marketing. Prior to joining Beacon, Lisa worked as an equity analyst for an 
independent research provider. She has also held positions as investor relations officer for a NYSE-listed company 
and director of financial analysis for a large consulting firm. Lisa earned an MBA from the University of Chicago 
and is a Chartered Financial Analyst (CFA).


