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Fourth Quarter and Yearend Results

NeuroMetrix held its fourth quarter and yearend results conference call yesterday. Management had
preannounced Q4 device shipments during Biotech Showcase. Full year 2016 revenues reached just over $12
million, a 65% increase over 2015. Quell® contributed over 60% to top line revenue, in line with the
Company’s focus on becoming increasingly “Quell-centric”. The Company reported a loss from operations
for 2016 of $15.2 million. After effect for net interest, changes in warrant fair value and deemed dividend
earnings, NURO reported a net loss per share of $7.28. The deemed dividend accounting treatment
contributed about $2.14 to the reported net loss per share.
Quarter Ended
December
December31,
31,
2016
Revenues

$

2015

12,027,528 $

7,299,830

Cost of revenues

2,026,299

1,599,267

7,113,005

3,950,746

Gross profit

1,689,133

1,138,184

4,914,523

3,349,084

Operating expenses:
Research and development
Sales and marketing
General and administrative

907,062
2,655,976
990,209

1,069,197
2,049,376
1,340,431

4,394,353
10,855,445
4,872,670

3,894,786
7,232,971
5,497,513

Total operating expenses

4,553,247

4,459,004

20,122,468

16,625,270

(2,864,114)

(3,320,820)

(15,207,945)

(13,276,186)

2,102
47,789

1,882
609,802

19,132
275,662

5,232
4,083,606

$

(2,814,223)

$ (2,709,136)

$

-14,913,151 $

(9,187,348)

Net loss per common share applicable to
common stockholders, basic and diluted $

($0.52)

$

$

($7.28) $

($7.75)

Loss from operations
Interest income
Change in fair value of warrant liability
Net loss

3,715,432

Year Ended
December 31,
2016
2015

$

2,737,451

($3.19)

$

Fourth quarter results continued to show sequential growth in revenue. NURO reported that the invoiced
value of Quell shipments rose 19% to about $3.5 million over the Q3 2016 level of $2.9 million. Quell
shipments for Q4 reached 14,301 devices and 19,992 electrode reorder kits and Q4 was the 7th consecutive
quarter of sequential increases in Quell shipments. To date, the Company has shipped nearly 60,000 devices
and is currently invoicing at an annual rate of about $14 million. Gross margin for the quarter improved to about
45.5% compared to 41.5% in Q4 2015 and the lower 40’s in recent quarters, but is still below management’s
gross margin target in the 50%+ range. Margin improvement was largely derived from better manufacturing
efficiency, improved returns handling and an increasing proportion of higher margin electrode reorders.
Enhanced product design and increased electrode orders are expected to be the primary drivers of gross margin
expansion going forward.
Please find Important Disclosures beginning on Page 3.
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NURO noted on its call that because of the diversity in Quell’s user base, the Company intends to continue to
invest in the Quell franchise through a variety of outlets including expanding retail store presence beyond the
current 1500 stores during 2017 which may include getting shelf space in Bed, Bath & Beyond stores,
increased TV promotion and other marketing activities. Management noted that there is a continued review of
TV advertising to maximize visibility and reach to Quell’s target market. QVC, in particular, will be a focal
point of this optimization during Q1 2017. The Company is also in discussions with potential European
partners, with whom further European distribution and marketing strategy will be decided when a partner is
chosen, likely later in 2017. Importantly, Quell continues to move up in product category at Amazon and is
now considered an Amazon national product. Under this classification, Amazon now buys inventory directly
from NURO and resells through its on-line outlets.
Next generation Quell launched at CES 2017
NURO unveiled the next generation of Quell during this month’s Consumer Electronics Show. This second
generation Quell features improved application calibration and battery life and expanded therapy
personalization and health tracking. The Company also incorporated a remote update capability. This latest
version of Quell has already begun shipping.
Quell Continues to Garner Attention
In an article published on January 10 th in CRN, a publication of The Channel Company, Quell received
“kudos” as one of the 10 notable wearables at CES 2017. The article notes the evolution of “connected”
wearable devices from simple fitness watches to wearables that are capable of monitoring physiological
metrics such as blood pressure, pulse or birth contractions and now are moving into modulating
physiological responses such as to anxiety, nausea or in Quell’s case, pain. Quell also received similar press
coverage in a Digital Trends article published on January 10th.
http://www.crn.com/slide-shows/components-peripherals/300083360/10-wearables-that-stole-the-show-at-ces-2017.htm/pgno/0/8
http://www.digitaltrends.com/wearables/pain-relief-wearables-ces-2017/2/

Progress in China DPNCheck® Launch
DPNCheck shipments reached a four year quarterly high during Q4 2016 of 63,625 sensors. This is a 17%
increase in biosensor shipments over Q4 2015. In response to questions from conference call participants,
management noted that expanded launch activities by its distribution partner, Omron Beijing, are underway and
include educating more KOL’s in China and entering into discussions with Chinese sub-distributors. NURO
expects that the revenue impact from these activities will become evident in the latter part of 2017. However, in
our opinion, the complexity of distribution in the Chinese market may push out real revenue impact until into
2018.
Comment
In our 1x1 meeting with NURO management during Biotech Showcase, we touched on some of the data
points and company metrics discussed in yesterday’s call, including improving margins. Based upon our
conversation, we expect NURO will make progress on margins, but will also continue to have to make
substantial investment in TV advertisement in particular for Quell, which will push normalized quarterly
operating expenses to the $4.5-5 million level. We also can expect some reorientation of CVS’s marketing
strategy for Quell that will likely result in a realignment of shelf space to focus on stores with the right
demographics and traffic patterns.
Importantly, the Company will also need to continue to seek funding to support further Quell distribution.
The raise in January increased cash to a proforma $7.6MM. Shareholder vote on the second tranche of the
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financing is expected in March. According to management, together these financings would provide runway
into Q3. While management disagrees with our opinion, we continue to see the Company’s cap table and
recent financings as a drag on stock appreciation. SG

Company Notes provide current information we believe might be noteworthy to investors regarding the subject companies.
Company Notes are not intended to be complete research reports. More detailed information concerning the rated companies
referenced in this Note, including the full reports, basis for price targets and other disclosures, may be found at:
http://dawsonjames.com/research_coverage.

Important Disclosures:
Dawson James Securities, Inc. (the “Firm”) is a member of the Financial Industry Regulatory Authority (“FINRA”) and
the Securities Investor Protection Corporation (“SIPC”).
The Firm does not make a market in the securities of the subject companies. The Firm has NOT engaged in investment
banking relationships with NURO in the prior 12 months, as a manager or co-manager of a public offering and has
received compensation resulting from those relationships. The Firm may seek compensation for investment banking
services in the future from each of the subject companies. The Firm may have received other compensation from the
subject companies in the last 12 months for services unrelated to investment banking.
Neither the research analyst(s) whose name appears on this report nor any member of his (their) household is an officer,
director or advisory board member of these companies. The Firm and/or its directors and employees may own securities
of the company(s) in this report and may increase or decrease holdings in the future. As of December 31, 2016, the Firm
as a whole did not beneficially own 1% or more of any class of common equity securities of any of the subject company
(s) of this report. The Firm, its officers, directors, analysts or employees may effect transactions in and have long or short
positions in the securities (or options or warrants related to those securities) of the companies subject to this report. The
Firm may effect transactions as principal or agent in those securities.
Analysts receive no direct compensation in connection with the Firm's investment banking business. All Firm
employees, including the analyst(s) responsible for preparing this report, may be eligible to receive non-product or
service specific monetary bonus compensation that is based upon various factors, including total revenues of the Firm
and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components
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of the compensation generated by investment banking activities, including but not limited to shares of stock and/or
warrants, which may or may not include the securities referenced in this report.
Although the statements in this report have been obtained from and are based upon recognized statistical services,
issuer reports or communications, or other sources that the Firm believes to be reliable, we cannot guarantee their
accuracy. All opinions and estimates included in this report constitute the analyst’s judgment as of the date of this
report and are subject to change without notice.
The securities of the company discussed in this report may be unsuitable for investors depending on their specific
investment objectives and financial position. This report is offered for informational purposes only, and does not
constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such would be
prohibited. Additional information is available upon request.

Ratings Definitions:
1)
2)
3)

Buy:
the analyst believes the price of the stock will appreciate and produce a total return
of at least 20% over the next 12-18 months;
Neutral: the analyst believes the price of the stock is fairly valued for the next 12-18
months;
Sell:
the analyst believes the price of the stock will decline by at least 20% over the next
12-18 months and should be sold.

The following chart reflects the range of current research report ratings for all companies followed by the analysts of the
Firm. The chart also reflects the research report ratings relating to those companies for which the Firm has performed
investment banking services.

Company Coverage
Ratings Distribution
# of Companies % of Total
Market Outperform (Buy)
2
33%
Market Perform (Neutral)
0
0%
Market Underperform (Sell)
0
0%
Rating Suspensions*
4
67%
Total
6
100%

Investment Banking
# of Companies % of Totals
1
50%
0
0%
0
0%
4
100%
5
83%

*Sus pens i ons a re ra ti ngs under revi ew for pos s i bl e cha nge due to unus ua l
ma rket-movi ng news , a nd/or a na l ys t depa rture/cha nge

Analyst Certification:
The analyst(s) whose name appears on this research report certifies that 1) all of the views expressed in this report
accurately reflect his (their) personal views about any and all of the subject securities or issuers discussed; and 2) no part
of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or
views expressed by the research analyst in this research report; and 3) all Dawson James employees, including the
analyst(s) responsible for preparing this research report, may be eligible to receive non-product or service specific
monetary bonus compensation that is based upon various factors, including total revenues of Dawson James and its
affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the
compensation generated by investment banking activities, including but not limited to shares of stock and/or warrants,
which may or may not include the securities referenced in this report.
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