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Financial Summary 

SYMBOL 

EXCHANGE 

XNOM 

OTCBB 

CURRENT PRICE $2.57 

SHARES 
OUTSTANDING 17.05 MILLION 

MARKET CAP $43.8 MILLION 

52-WEEK RANGE $2.50—$4.35 

AVERAGE 
30-DAY VOLUME 6,000 

COVERAGE 
INITIATED March 17, 2005 

RATING Outperform 

18 MONTH PRICE 
TARGET $7.17 

 

 

 

 

 

 

 

 

 

 

COMPANY BACKGROUND 

Xenomics, Inc. (OTCBB: XNOM) was incorporated in April, 2002, 

with a focus on targeting the next-generation medical diagnostics 

market.  Xenomics is a molecular diagnostic company which 

uses a patented technology that involves the simple collection of 

urine that can be used for the detection and monitoring of tu-

mors and infectious diseases. It may also be used for prenatal 

testing, tissue transplantation, genetic testing for forensic identity 

determination, drug development and research to counter bio-

terrorism. 

 

This development-stage company is focused on developing tech-

niques that will serve as a viable alternative to currently used in-

vasive techniques for testing blood and other internal body flu-

ids.  The technology may also prove instrumental in testing for 

various genetic disorders and infectious diseases—with non-

invasive urine testing.    
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On May 12, 2005, the Company executed an agreement with Eastern Virginia Medical School 

(EVMS) to Conduct Human Trials of Prenatal Tests for Genetic Abnormalities. EVMS works in 

partnership with hospitals, physicians, and clinics in the southeastern Virginia region and has 

its campus located in Norfolk, Virginia.   

The agreement is for testing the diagnostic DNA technology, which will result in the 

development of a completely safe and non-invasive prenatal test for a range of genetic 

abnormalities, such as Down syndrome. This agreement follows closely on the heels of an 

earlier announcement this week, indicating that Xenomics had entered into an agreement with 

North Shore-Long Island Jewish (LIJ) Health System to begin conducting human clinical 

studies. Both of these collaborative clinical studies will test the ability of Xenomics’ Transrenal-

DNA (Tr-DNA) technology to detect genetic problems through the analysis of urine samples 

of pregnant women.  The studies will extend over several months and will examine the urine 

of pregnant women to detect the presence of four major chromosomal abnormalities, as well as 

gender information.    
 

With this development, Xenomics appears to be on track to execute its business plan.  This 

consists of the following three steps: 

1. Developing products based on the Tr-DNA technology platform. 

2. Applying for the required FDA approvals.  

3. Launching these products in the market. 

Prior to Xenomics' scientists developing its patented Transrenal-DNA (Tr-DNA) testing meth-

odology, the medical diagnostic field largely relied on blood samples for DNA testing.  Xenom-

ics has three issued U.S. patents covering different applications of the technology for molecular 

diagnostics and genetic testing and a pending European patent for the same applications. In 

March 2005, Xenomics successfully conducted clinical tests for the deduction of the Tuberculo-

sis DNA in the urine of AIDS patients in a joint venture with Spallanzani National Institute for 

Infectious Diseases (Rome, Italy). 

 

Until recently, it was impossible to detect DNA in the urine because it was widely believed that 

DNA was not able to penetrate the walls of the kidney.  However, in March 2005, Xenomics’ sci-

entists conducted successful clinical trials that indicated that urine can be used to simultane-

ously detect both HIV and common tuberculosis infections.   

Xenomics Executes Research Agreement with Eastern Virginia Medical School to 
Conduct Human Trials 
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Investment Implications 

 

Market Potential 
The new technology of detecting DNA in the urine has four potential applications, as shown in 

the diagram below: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Beacon Research 

The Tr-DNA test is advantageous as it is non-invasive unlike the existing 

amniocentesis tests, which can put a pregnancy at risk.  (Amniocentesis 

tests require a nine-inch needle to be inserted into the uterus of the preg-

nant woman to retrieve the fetal DNA.)  Moreover, a Tr-DNA test can be 

conducted at only eight weeks into pregnancy as compared to the amnio-

centesis test, which is typically conducted 16-18 weeks into pregnancy. 

One of the biggest advantages of the Tr-DNA test is that it will be accessi-

ble to any female across the world, as only a urine sample has to be collected.  This is unlike 

the current amniocentesis test, which has to be conducted in a proper medical facility. 
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In some of the applications, the new technology developed by the 

Company has very significant advantages over the current market 

practices. For example, in the pre-natal diagnostics, current tech-

niques for detecting genetic disorders in unborn babies require ex-

traction of fluid from the womb, which can be potentially harmful 

for the baby.  Thus, a new technique like testing of the mother’s 

urine to detect disorders in the unborn baby will likely find immedi-

ate acceptance in the medical community, if it is offered at a reason-

able price and evidences a high level of accuracy. 

 

We find that the following items make Xenomics a compelling story: 

 

1. The Company has successfully conducted clinical trials for tuberculosis in AIDS patients.  It 

continues to focus on this area, as it views this to be a high-growth segment in the future. 

2. The Company is planning to move into cancer monitoring and re-growth areas such as sur-

gery, radiation and chemotherapy, as well as venturing into transplantation monitoring in 

the future. 

3. The Company’s near-term business model focuses exclusively on the prenatal and the Down 

syndrome markets, where the advantages of the new technology (over the existing ones) are 

very clear. 

 

Industry 
 

The size of the molecular diagnostics market in 2002 was between $1.0 – $1.2 billion in America.  

The annual growth rate is estimated at approximately 20%. Out of the total market, 90% is com-

prised of infectious-disease testing while the rest is comprised of other tests related to genetic 

diseases, predictive testing, paternity testing, cancer screening, etc.  The non-infectious disease 

diagnostics market also has been growing by more than 20% annually.  

 

According to Research and Markets, the global market for molecular diagnostics is estimated to 

be $6.5 billion in 2005.  Out of this $6.5 billion market, approximately 3.3% is comprised of the 

total diagnostics market and 14% is in the area of in-vitro.  Many experts estimate that the mo-

lecular diagnostics market will expand to a $12 billion market by 2010 and $35 billion by 2015. 
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A major portion of the molecular diagnostics market can be attributed to advances in genomics 

and proteomics.  Biochip and nano-biotechnology are also expected to have a positive impact 

on the growth of molecular diagnostics in the future. 

  

The Company’s largest and strongest competitor in infectious disease testing will be Roche, 

which generated more than $600 million from its biomedical testing business.  Abbott is also a 

considerable force in this field as it generated $300 million from its testing business last year.  

Apart from these large companies, there are many companies which have a smaller stake in this 

market, including Bayer, Digene, Gen-Probe, BioRad and DPC. However, most of these current 

firms rely on invasive techniques, which can be potentially harmful, when compared to the new 

non-invasive techniques being developed by Xenomics.  

 

Near-Term Market Potential: Down Syndrome 

Currently, Down syndrome is detected with the help of an amniocentesis test that, as men-

tioned earlier, is an invasive test. This test is carried out on approximately 2 million patients 

every year in the US alone. Another method for detecting Down syndrome is the Triple Screen 

test, which involves three blood tests—the results of which are plugged into a mathematical for-

mula to calculate the risk of the fetus having Down syndrome.  Both the amniocentesis and Tri-

ple Screen tests represent a market size of approximately $80 million and $800 million, respec-

tively.  

 

Xenomics holds a patent for the Tr-DNA test.  If the test is approved and the Company gets a 

“green light” from the US FDA, it will have access to a market worth more than $800 million.  

Thus, there is a tremendous opportunity for revenue growth for the Company.  Xenomics has 

created a strong barrier of entry for other competitors as it holds the patent for this ground-

breaking process.  Further, few can match the sophistication that Xenomics has achieved. The 

above considerations make Xenomics an attractive opportunity.  

 

Conclusion 
 

The diagnostic market is one of the fastest-growing segments of the health-care industry.  The 

innovative technology developed by Xenomics presents many key advantages over existing 

products in the market. Some of these advantages are so critical that we feel the medical com-

munity will pay a premium for the new technology over conventional techniques. 
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April 13, 2005 - Xenomics Closes $2.95 Million Financing  

 

Financing has been achieved through the private placement of 1,515,384 shares of common 

stock and 378,846 warrants to certain investors. The proceeds of the financing will fund con-

tinuation and expansion of the Company's program to create a new class of highly accurate 

and risk-free non-invasive diagnostic tests for a range of medical applications, including pre-

natal screening and tests for HIV and tuberculosis. The securities were sold as a unit at a price 

of $1.95 per unit. Each unit consisted of one share of common stock and a warrant to purchase 

one-quarter share of common stock. 
 

April 11, 2005 - Xenomics Announces Online Availability of Corporate Video Introduction 

of Transrenal-DNA 
 

The Company has announced the online availability of a corporate video outlining its proprie-

tary Transrenal-DNA technology and its broad applications in the creation of a new class of 

powerful, safe and completely non-invasive tests for a range of health care needs, from prena-

tal genetic tests to infectious diseases. Xenomics recently announced an agreement with North 

Shore-Long Island Jewish Health System—one of the nation's largest healthcare institutions—

to move into the human-based clinical study phase of the development of its Tr-DNA Down 

syndrome test. The Company has also recently filed a provisional patent for its breakthrough 

technology to detect the DNA of HIV and TB in urine samples. 
 

April 1, 2005 - Xenomics Files Italian National Patent on Testing Technology 

 

Xenomics has filed a provisional patent in Italy for its technology, which enables the detection 

of Transrenal-DNA of HIV and tuberculosis through the safe and non-invasive process of 

urine sampling. The Italian patent application paves the way for the filing of European and 

American patents, and represents the Company's latest step in its business strategy to aggres-

sively expand and protect its intellectual property portfolio. (Since the technology was devel-

oped in Italy, the patent has to be first filed there, as international patent regulations require 

that the patent be initially filed in that country where the discovery was made.) 

Recent Significant News Events 



Beacon Equity Research  

Xenomics, Inc. (XNOM)                                                 7                                                                  Research Note 

May 13, 2005 Analyst:  Varsha Chitale, CFA 

www.BeaconEquityResearch.com  

 

 

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 regis-
tered 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 accu-
rate.  All conclusions in this report are deemed reasonable and appropriate by the 
author. Beacon Equity Research has been compensated eighteen-thousand dollars 
by Xenomics, Inc. for a one-year enrollment in its research program.  All decisions 
are made solely by the analyst and independent of outside parties or influence.  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 

 

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 


