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Company Overview 

 Itamar Medical LTD. (NASDAQ and TASE: ITMR) is a publicly traded medical device 
company that focuses on leading the integration of Sleep Apnea management into the 
cardiac patient care pathway. The company has one HQ based in Israel’s Caesarea 
Industrial Park and another in Atlanta Georgia. Since its foundation in 1997, the Company 
has engaged in research and development of non-invasive medical devices for the 
diagnosis of various medical conditions, including cardiovascular disease and respiratory 
disorders. Itamar Medical’s main product family is based on the PAT signal and includes 
the WatchPAT™ home sleep apnea diagnosis device and the accompanying digital health 
care continuum management tools, the CloudPAT™ and SleePath™ platforms. The 
company also sells the EndoPAT™, a device approved by the FDA for testing endothelial 
(arterial) function for predicting the risk of coronary artery disease and other 
cardiovascular diseases. 
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Revolutionary technology enables cardiologists to make better decisions and 
results in 30% assumed revenue growth by the end of 2019; Itamar Medical 
has a $6.8B addressable market with limited competition; we start our 
coverage with a price target of 1.51 NIS. 
 
    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Stock overview YTD (Source: TASE website) 

 

 Itamar Medical operates in the U.S. sleep market worth $28.6 billion in 2017 

with a 3.3% CAGR. Itamar Medical’s technology has an addressable market of 

$6.8 Billion. 

 Itamar Medical’s technology is better than the currently available alternative 

solutions for Home Sleep Apnea Tests: 3 points of contact and no facial and 

nasal interface, comprehensive sleep stage analysis, positional sleep and 

snoring level, accurate with true sleep time, cost effective, automatic scoring, 

and immediate and easy to read results. These features promote patient 

adherence and satisfaction. 

 Itamar Medical offers a Total Sleep Solution™ (TSS) platform which provides 

complete sleep apnea management to cardiology customers. 

 The platform has several advantages:  For patients, it offers a simple and 

convenient solution from the comfort of their own home. For the doctors and 

clinics, the company's clients, it offers a unique business model with 

diagnostics and therapy all on the cloud. 

 Financially, revenues in 2018 increased by 16.8% to $24.2 million; as of March 

31, 2019, Itamar has marketable securities of approximately $19.9 million, 

enough to support its growth plans to 2020.  

We view Itamar Medical as a growth company with investment potential. 

 

We evaluate Itamar Medical’s equity value at $139.8M/502.8M NIS; price target to 

be in the range of 1.56 NIS to 1.45 NIS with a mean of 1.51 NIS. 

Below are our main assumptions and forecast for 2019-2022: 

 2018A 2019E 2020E 2021E 2022E 

No. of US territories 19 26 36 51 71 

Revenues (000, k) 24,190 31,497 43,634 60,585 83,105 

Operating profit (loss), 
(000,k) 

-3,121 -4,640 -5,628 -2,763 1,868 
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Executive Summary   

Investment Thesis  

Itamar Medical is engaged in research, development, sales and marketing of non-invasive medical devices for the 

diagnosis of respiratory sleep disorders with a focus on the cardiology market. The company offers a Total Sleep 

Solution™ (TSS) to help physicians provide comprehensive sleep apnea management in a variety of clinical 

environments to optimize patient care and reduce healthcare costs. Its flagship PAT-based product, the WatchPAT™ 

device, is a home-use diagnostic device for sleep breathing disorders. Its CloudPAT™ and SleePath™ digital health 

platform enable seamless care continuum for cardiology patients throughout their entire user journey. It also offers 

the EndoPAT™ system, an FDA cleared device to test endothelial dysfunction and to evaluate the risk of heart 

disease and other cardiovascular diseases. 

Sleep apnea is a sleep disorder in which breathing is briefly and repeatedly interrupted during sleep. Obstructive 

sleep apnea (OSA) occurs when the muscles in the back of the throat fail to keep the airway open, despite efforts to 

breathe. Another form of sleep apnea is central sleep apnea, in which the brain fails to properly control breathing 

during sleep. Obstructive sleep apnea is far more common than central sleep apnea; however, some forms of central 

sleep apnea are common with patients with cardiac disease such as heart failure and atrial fibrillation. 

Common symptoms include excessive daytime sleepiness, fatigue, non-refreshing sleep, nocturia, morning 

headache, irritability, and memory loss. Untreated OSA is also associated with lost productivity in the workplace and 

motor vehicle accidents resulting in injury and fatality. The costs of untreated OSA and sleep loss are substantial. 

Untreated OSA is associated with long-term health consequences including metabolic disorders, cognitive 

impairment, depression and cardiovascular disease.   

The connection between sleep apnea and heart disease is rapidly being strengthened by continued research 

publications. People with cardiovascular problems such as atrial fibrillation, diabetes, high blood pressure, heart 

failure, and stroke have a high prevalence of sleep apnea.1 

 

 

 

 

 

Figure 1: Proposed consequences of obstructive sleep apnea2 

Itamar Medical PAT™ based technology is implemented in a non-invasive wrist worn device called WatchPAT. This 

simplistic device uses a finger mount bio-sensor to measure and record the PAT signal, which is then transferred to 

either local (zzzPAT) or cloud-based (CloudPAT) software for analysis and reporting of the sleep apnea diagnosis.  

(The PAT signal measures changes in the patient’s peripheral arterial pulse volumes as well as various parameters of 

arterial activity. These arterial activity parameters accurately reflect the patient’s sympathetic nervous system 

(autonomous (involuntary) nervous system) activity. The WatchPAT product is designed to enable patients to easily 

                                                           
1
 https://www.sleepfoundation.org/articles/sleep-apnea-and-heart-disease-0 

2
 https://www.ahajournals.org/doi/10.1161/CIRCULATIONAHA.117.029400 

http://www.sleepfoundation.org/sleep-disorders-problems/sleep-apnea-and-sleep
https://www.sleepfoundation.org/articles/sleep-apnea-and-heart-disease-0
https://www.ahajournals.org/doi/10.1161/CIRCULATIONAHA.117.029400
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conduct sleep tests in the comfort of their home while delivering the treating physicians with accurate and reliable 

results for diagnosis of sleep apnea.  

Itamar Medical’s technology is better than the currently available alternatives solution for Home Sleep Apnea Tests. 

It is easy to use with only 3 points of contact and no facial and nasal interface, comprehensive sleep stage analysis, 

positional sleep and snoring level, accurate with true sleep time, cost effective, automatic scoring, and immediate 

and easy to read results. These features promote patient adherence and satisfaction. 

Itamar Medical offers a Total Sleep Solution (TSS) platform which provides complete sleep apnea management to 

cardiology customers. The platform has several advantages: for patients, it offers a simple and convenient solution 

from the comfort of their own home. For the doctors and clinics, the company's clients, it offers a unique business 

model with diagnostics and therapy all on the cloud. 

The company had made a strategic decision to focus its marketing and sales efforts on reaching out to cardiologists 

and offer the sleep apnea tests as a preventative measure for many diseases such as stroke and heart disease. We 

believe that this new business model will commercialize with rapid growth in 2019-2020.  

 

Valuation Methodology  

Growth company valuations are challenging due to a non-cash / limited cash flow valuation with a long time-to-

market in most cases. Methods typically used for company valuations, such as asset valuation or multiplier methods, 

are incompatible with the valuation of growth companies. In such companies, the current status of business cannot 

be analyzed by the capital in the balance sheet, and in most cases cannot be compared to similar companies due to 

their uniqueness, in both technological and financial aspects. 

 

As part of a discounted cash flow (DCF), the accepted method used in financial valuations, there are several 

modifications to a growth company’s valuation. In general, there are three primary methods within the DCF method: 

1. Real Options - valuation method designated for pre-clinical and early-stage clinical programs/companies 

where the assessment is binary during the initial phases and based upon scientific-regulatory assessment 

only (binomial model with certain adjustments). 

2. Pipeline assessment - valuation method used for programs/companies prior to the market stage. The 

company’s value is the total discounted cash flow plus unallocated costs and assessment of future 

technological basis. The assessment of the future technological basis is established based on the company’s 

ability to “produce” new clinical and pre-clinical projects and their feed rate potential. 

3. DCF valuation - similar to companies not operating in the life sciences field, this method applies to 

companies with products that have a positive cash flow from operations. 

4. Multiples – growth companies valuation by multiples, revenues multiples to cash flow multiples, can serve 

as a benchmark for similar companies in a comparable growth stages. 

 

Itamar Medical’s valuation was conducted under the DCF valuation method, while also using benchmarks from the 

medical devices industry. 

 

Upside scenarios Downside scenarios 

Rapid growth within U.S territories may have great impact 
on Itamar’s value. We assume 26 territories by the end of 
2019. 

Failure to grow at a rapid pace in the U.S may harm 
company value. 

Technology acceptance by cardiologists may be higher 
than expectations.  

Technology acceptance by cardiologists may be lower 
than expectations.   
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Company Overview  

Itamar Medical Ltd. is a publicly traded medical device company (Nasdaq, TASE: ITMR) HQ in Israel’s Caesarea 

Industrial Park and Atlanta Georgia USA that develops non-invasive medical devices using the proprietary PAT™ 

(Peripheral Arterial Tone) signal. The company was established on 1997 by Peretz Lavie and Giora Yaron and went 

public in 2007 (TASE).  

Itamar Medical is engaged in research, designs, development, manufactures, sales and marketing of non-invasive 

medical devices for the diagnosis of respiratory sleep disorders with a focus on the cardiology market. The company 

focused on leading the integration of Sleep Apnea management into the cardiac patient care pathway. Their main 

scope is in the development, manufacturing and sales of the WatchPAT™ diagnostic product line based on the 

proprietary PAT® signal; and by offering Total Sleep Solution (TSS) – a product that includes a field support 

organization, partnerships, as well as core and supporting technologies that enable all physicians in general and 

cardiologists in particular to provide a seamless and full continuum of care to Sleep Apnea patients as part of their 

health care pathway. 

A key factor that differentiates Itamar Medical from competition is the use of the Peripheral Arterial Tone (PAT) 

biological signal along with measurements, such as actigraphy, heart rate, chest motion, body position and snoring. 

The PAT-based technology is implemented in a user-friendly wrist worn device called WatchPAT that uses a finger 

mount bio-sensor to measure and record the PAT signal, which is then transferred to either a local (zzzPAT) or cloud-

based (CloudPAT) software for analysis and reporting of sleep apnea diagnosis. The results of their proprietary 

analysis are automatically populated into a cohesive report that allows physicians to make accurate diagnosis of 

sleep apnea. 

Itamar Medical’s Total Sleep Solution (TSS) offers a comprehensive marketing program to physicians that combines 

products and services, including their proprietary diagnostic test, data analytics, a network of independent 

diagnostics testing facilities (IDTFs), and durable mobile equipment (DMEs) providers. TSS is designed to allow any 

medical practice or physician that is not a sleep physician by specialty, easy access to a comprehensive suite of 

products and services for the diagnosis, treatment and management of patients they suspect suffer from sleep 

apnea.  

Furthermore, the company has developed and is also selling the EndoPAT™ system – an endothelial function 

assessment tool for risk classification used by clinicians, researchers and pharma companies to reliably quantify and 

track arterial health. The EndoPAT TM is the only device approved by the U.S. FDA for testing endothelial (arterial) 

function and assessing the risk of coronary artery disease and other cardiovascular diseases.  

During the past few years, Itamar Medical has signed a number of strategic marketing agreements for 

its products, including agreements with Medtronic (2014)3 and DeVilbiss (the fourth largest continuous positive 

airway pressure, CPAP manufacturer in the US) in the US, and Philips Respironics & Nihon Kohden in Japan (2014)4 5. 

Additionally, Itamar Medical and BioTel Heart, a division of BioTelemetry, agreed to collaborate to make the 

company’s Total Sleep Solution (TSS) and WatchPAT™ Home Sleep Apnea Tests available to select BioTel Heart 

cardiology customers in the U.S. The companies have conducted a successful pilot program with several of BioTel 

Heart’s customers and are now making the service available in additional target regions6. 

                                                           
3
 https://en.globes.co.il/en/article-itamar-signs-medtronic-distribution-deal-for-sleep-device--1000925010 

4
 https://en.globes.co.il/en/article-itamar-medical-signs-distribution-agreement-in-japan-1000947940 

5
 https://www.marketwatch.com/press-release/itamar-medical-ltd-signs-strategic-marketing-and-distribution-agreement-for-its-endopat-

device-with-premier-medical-device-maker-nihon-kohden-japan-2014-06-23 
6
 https://www.itamar-medical.com/wp-content/uploads/2019/05/tv522322_ITAMAR-MEDICAL-LTD._6k_as-filed-bannerless.pdf 

https://en.globes.co.il/en/article-itamar-signs-medtronic-distribution-deal-for-sleep-device--1000925010
https://en.globes.co.il/en/article-itamar-medical-signs-distribution-agreement-in-japan-1000947940
https://www.marketwatch.com/press-release/itamar-medical-ltd-signs-strategic-marketing-and-distribution-agreement-for-its-endopat-device-with-premier-medical-device-maker-nihon-kohden-japan-2014-06-23
https://www.marketwatch.com/press-release/itamar-medical-ltd-signs-strategic-marketing-and-distribution-agreement-for-its-endopat-device-with-premier-medical-device-maker-nihon-kohden-japan-2014-06-23
https://www.itamar-medical.com/wp-content/uploads/2019/05/tv522322_ITAMAR-MEDICAL-LTD._6k_as-filed-bannerless.pdf
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On May 2, 2019, Itamar Medical entered into a data integration agreement with ResMed Corp., the owner and 

developer of AirViewTM, a cloud based and compliance platform. Under the agreement, the company will obtain 

access to information entered by durable medical equipment providers who have agreed to share compliance data 

from AirView and its customers using the company’s sleep management software. The data will be provided to 

customers through the company's SleePathTM, an integrated cloud-based sleep apnea patient care pathway 

management tool for non-sleep physicians7.  

Itamar Medical’s aim is to improve cardiac patient care through the integration of innovative and clinically efficient 

Sleep Apnea management solutions to the chronic disease care continuum that reduce overall healthcare costs8. 

Itamar Medical received approximately $25 million investment from Viola in November 2015 for about 25% of the 

company in addition to approximately $5M from other existing investors.  In Jan. 17, 2019, Itamar Medical entered 

into definitive agreements for a $14.7 million private placement at a purchase price of NIS 1.1693 per ordinary share 

of the company, or $9.55 per American Depositary Share (ADSs), each representing 30 ordinary shares9. Of the $14.7 

million, $11.2 million will be made through purchases of ADSs (the “U.S. Tranche”), consisting among others of a 

fund managed by Deerfield Management Company, L.P. as well as Triple Gate Capital, L.P., West Elk Partners, L.P. 

and Alpha Capital Anstalt, and the balance of $3.5 million will be by way of issuing ordinary shares to More 

Investment House (the “Israeli Tranche”).  

  

                                                           
7
 https://maya.tase.co.il/reports/details/1228079/2/0 

8
 https://www.itamar-medical.com/mission-and-vision/ 

9
 https://www.globenewswire.com/news-release/2019/01/17/1701350/0/en/Itamar-Medical-Announces-Definitive-Agreements-for-11-5-

Million-Private-Placement.html 

https://maya.tase.co.il/reports/details/1228079/2/0
https://www.globenewswire.com/news-release/2019/01/17/1701350/0/en/Itamar-Medical-Announces-Definitive-Agreements-for-11-5-Million-Private-Placement.html
https://www.globenewswire.com/news-release/2019/01/17/1701350/0/en/Itamar-Medical-Announces-Definitive-Agreements-for-11-5-Million-Private-Placement.html
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Products and Services 

Products 

WatchPAT is an innovative diagnostic Home Sleep Apnea Test (HSAT) that utilizes the peripheral arterial tone signal 

(PAT) to enable simple and accurate obstructive sleep apnea (OSA) and central sleep apnea diagnosis while avoiding 

the complexity and discomfort associated with traditional air-flow based systems.  

The PAT signal measures the changes in the patient’s peripheral arterial pulse volumes as well as various parameters 

of arterial activity. These arterial activity parameters accurately reflect the patient’s autonomous nervous system 

activity. The WatchPAT continuously records and interprets the autonomic nervous system activity during sleep, 

including that which occurs upon every sleep breathing disorder, as measured through the PAT signal. The PAT probe 

uses optical sensors to non-invasively measure the changes in arterial blood volume while applying sub-diastolic 

pressure on the distal two thirds of the finger, including the tip. The pressure fields reduce the arterial wall tension 

and generate a greater dynamic range of the measured PAT signal and improved sensitivity to changes in the signal 

amplitude.  WatchPAT is designed to measure seven unique parameters, including the PAT signal, heart rate, 

oximetry, actigraphy, body position, snoring, and chest motion by three points of contact.  

The first generation of WatchPAT (2001) is a watch-like device with one or two single-use disposable bio-sensors 

connected to the patient’s fingers. It is designed to non-invasively record, measure and analyze digital pulse volume 

change, or changes in arterial blood volume, primarily in a patient’s finger along with an additional oximetry sensor 

attached to another finger for blood oxygen saturation. In 2014, the company introduced WatchPAT 200 Unified, 

which allows the sleep apnea test to be performed using only a single finger to collect both oximetry and PAT data in 

a unified probe. In March 2019, Itamar Medical introduced the WatchPAT300 which is a new generation of the 

WatchPAT line of products, which, among others, is designed to expedite data transfer and allow the use of a lighter 

and smaller watch10.  

 

 

 

 

 

 

Source: Itamar Medical’s website 
11

 

WatchPAT™ device leverages the EndoPAT™ system, to test endothelial dysfunction and to evaluate the risk of heart 

disease and other cardiovascular diseases12. WatchPAT 300 was granted 510(k) clearance by the U.S. Food and Drug 

Administration on August 17, 2018 and will gradually replace the current WatchPAT 200 platform13.  

The offered treatment today for sleep apnea detection is by polysomnogram (sleep study), which is a multiple-

component test that electronically transmits and records specific physical activities while you sleep. During the sleep 

                                                           
10

 Itamar Medical 20F, p.33 
11

 https://www.itamar-medical.com/watchpat-home-sleep-testing-made-simple/ 
12

 https://www.globenewswire.com/news-release/2019/03/20/1757811/0/en/Itamar-Medical-Advances-Simple-Accurate-and-Reliable-Home-
Sleep-Apnea-Testing-with-Launch-of-WatchPAT-300.html 
13

 https://www.news-medical.net/news/20190321/Itamar-Medical-launches-next-generation-WatchPAT-system-for-home-sleep-apnea-
testing.aspx 


