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Founded in 2011, Butterfly Network, Inc. is an innovative digital health
company that has a mission to enable universal access to superior medical

imaging, making high quality ultrasound affordable, easy to use, globally
accessible and intelligently connected. Butterfly iQ is the only transducer
using semiconductor technology that can perform “whole-body imaging”

using a single handheld probe. Connected to a mobile phone or tablet, it is
powered by Butterfly’s proprietary Ultrasound-on-Chip™ technology and

harnesses the advantages of AI to deliver advanced imaging that they
believe is easy to use, improves patient outcomes and lowers cost of care.

Upon closing, the combined company’s Class A common stock is expected to
be traded on the New York Stock Exchange under the symbol “BFLY.”
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Butterfly Network Inc. has hit the public markets by merging with special
purpose acquisition company, Longview Acquisition. The stock currently trades

under the ticker "LGVW" but once the merger is complete, in what should be
Q1 2021, the new ticker will be "BFLY".

Butterfly is considered a POCUS company, or Point Of Care Ultrasound. The
use of portable ultrasound devices has increased in recent years and the

market has been flourishing. 

 Portable US devices can be subdivided into three groups: laptop-associated
devices, hand-carried US, and handheld US devices. What once was only

offered in specialized departments as bulky and expensive machines,
ultrasound has recently moved to the bedside and become more affordable
and now even a household item. Butterfly falls into the handheld ultrasound

category.

Butterfly reminds CUBE very much of our investment in Nanox Imaging
(NNOX) whereby both companies are aiming to revolutionize traditional
medical devices for the masses. The difference here is that Butterfly is in

ultrasound instead of x-rays and also has a product that is already generating
revenue.

Over the next several pages we will break down the pros and cons of handheld
US devices, cover Butterfly's product specifically, and then dive into the

financials.
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Pros of POCUS
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Cons of POCUS

Considerably reduces the overall time required for performing an
ultrasound examination at the bedside
Precise, cost-effective, and noninvasive diagnosis that carries no risk of
ionizing radiation
Curated data may be used immediately to reach a quick and reliable
diagnosis that will guide the next steps in the patient’s care plan.
Great for valuating incapacitated patients too sick to transport, as such,
decreasing the need for patients to be transported to a hospital or imaging
center.
Playing into the COVID theme, images are transmitted wirelessly.
Transmitted ultrasound images can be interpreted with the help of
telemedicine and do not require the aid of a radiologist

Upfront costs of owning device are well into the several thousands
Proper training is required
Still inferior to high-end ultrasounds in regards to frame rate and three
dimensional imaging which can lead to improper diagnosis
Battery life is relatively short

When we think of ultrasounds, our minds generally go right to pregnancy tests.
This is normal but there are many uses for US. Doctors also use ultrasounds to

diagnose conditions including those in the heart, blood vessels, liver,
gallbladder, spleen, pancreas, kidneys, bladder, uterus, ovaries, eyes, thyroid,
and testicles. Ultrasound waves do not transmit well through dense bones or

parts of the body that hold air or gas, however, such as the bowel. Ultrasounds
can also be used in therapeutic applications to detect and treat soft-tissue

injuries.
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Adding to COVID19 mentioned in the previous page, there is actually a
significant opportunity for Butterfly to help tackle the virus. CUBE was able to

find research that shows how effective ultrasounds can be in detecting the
virus.

In the head-to-head study, a team of Italian authors compared a conventional,
portable cart-based ultrasound scanner with a pocket-sized device for point-

of-care ultrasound (POCUS) of COVID-19 patients. The smaller -- and cheaper --
system adequately visualized pulmonary regions of patients with COVID-19.

The findings are good news in a pandemic rife with medical equipment
shortages. "Our study confirms the possibilities of portable pocket-sized

ultrasound imaging of the lung in COVID-19 patients," wrote the authors, led
by Dr. David Bennett from the University Hospital of Siena in Siena, Italy. Lung

ultrasound has repeatedly proved its usefulness as a tool to diagnose and
monitor patients with COVID-19. While prior studies on the topic have used

portable ultrasound systems, no research has directly compared the
performance of pocket-sized ultrasound systems with larger scanners for

COVID-19 imaging. In the latest study, clinicians performed lung ultrasound
scans on 18 patients hospitalized with COVID-19 at the University Hospital of
Siena. The patients were all symptomatic, tested positive for SARS-CoV-2, and

had radiologic evidence of interstitial pneumonia.

Clinicians scanned the patients using two ultrasound systems: (1) Venue Go by
GE Healthcare, a cart-based system with built-in artificial intelligence

capabilities, and (2) Butterfly iQ by Butterfly Network, a pocket-sized system
powered by a smartphone that uses a silicon chip instead of a piezoelectric

crystal. The team used the scans to calculate patients' lung ultrasound scores,
a proven method for quantifying pulmonary disease severity in patients with
COVID-19. The scoring system works by assigning numerical scores of 0-3 to

unique lung regions. Higher scores indicate worse disease severity.
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The team found no significant difference between the two systems for
patients' overall lung ultrasound scores. Lung scores obtained by both systems

also correlated with patients' clinical severity. In addition, the scores were
comparable for most individual pulmonary regions, including the left and right
side and vertical location. However, the team did find an 0.082 score difference

between the systems for horizontal position, a statistically significant finding
they deemed a "practically negligible difference in the posterior side of the
thorax." Further statistical analysis revealed a bias of -0.016 between the

systems with very narrow limits of agreement.

"The results of the portable scanner were practically identical to the high-end
scanner in the assessment of lung interstitial syndrome," the authors wrote.

"These ultrasound scanners can play a decisive role when healthcare
resources are scarce, during pandemics and in emergency situations, such as

the present COVID-19 outbreak," the authors concluded.

As we approach the 1-year mark of COVID19 changing our lives, it seems
reasonable to assume that this virus is going to stick around for quite some
time with or without a proper vaccine. With that being said, there could be a

huge opportunity for Butterfly to tackle it head on.

What this also does is highlight the multitude of instances the Butterfly iQ can
be applied to. As we'll see in the product review below, the Butterfly iQ is able

to predict a fetus' weight and size and even estimated delivery date. In
addition, the product is able to evaluate how full a bladder is, needle

procedures, the health of a heart, and much more.



Product Review
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This is where Butterfly ties it all in. On many forums, CUBE has seen prospective
investors and bears refer to Butterfly as the GoPro of medical devices. This is

simply not true. The company has a seamless and direct tie to make this a
recurring revenue and data play in which Butterfly becomes fully integrated in

the entire process of one's examination. From product, to educational resources,
to data storage, and ultimately to the final point of communication with a

medical professional. We like that Butterfly makes money on the product but the
real value rests in the recurring payments, cloud, and overall ecosystem.
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For those wondering, Taiwan Semiconductor Manufacturing Company
(TSMC) makes their integrated circuits for the semiconductor chips in each
Butterfly iQ. As of November 1, 2020, Butterfly owned approximately 275

issued patents and approximately 537 pending patent applications. Of
Butterfly’s approximately 275 issued patents, approximately 81 were issued
U.S. utility patents and approximately 24 were issued U.S. design patents. Of

Butterfly’s approximately 537 pending patent applications, approximately
155 were pending U.S. utility patent applications and approximately 19 were
pending U.S. design applications. In addition, Butterfly owned approximately

170 issued patents and approximately 363 pending patent applications in
foreign jurisdictions

Another area that is also promising for Butterfly is wearables. The company
doesn't expect this to be of any impact in the near-term but they are working

on additional products to drive revenue growth in the second half of the
decade.

Building up the brand, bringing in the customers, establishing trust, and
making life easier by getting the end user fully integrated with the products

and point of communication is how you develop your own niche Apple-
esque business for medical devices.



Competition
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Based on our research, Butterfly is the leader in the POCUS space but they do
have competition from smaller and younger companies to giants like GE.

Based on what we could gather, BFLY has the superior product and an early
lead on its peers. The product itself is important but building out the

ecosystem quickly is of much more importance to CUBE as that is where the
cost of changing products grows and a moat is built.



Details of Merger
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At today's price of $20 per share, BFLY has a market cap of $4.1B. 

If we deduct cash of $584.5M and add back $4.4M in debt, we arrive
at around a $3.5B enterprise value.

Based on cash flow burn (more on this later), this should be sufficient
cash on hand for several years.



CUBE'S
TOP PROS

GENERATING
REVENUE WITH
GROWTH

PRICE POINT &
RECURRING REV

STRONG 
BACKERS
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CUBE'S
TOP CONS

ADDRESSABLE
MARKET SIZE

NO CASH FLOW
UNTIL 2025

GROWING
COMPETITION
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Take the statistics above with a grain of salt as they do not include the fresh
round of capital raised from the merger with Longview.

The company now has approximately $550M in cash on its balance sheet
which is a huge step up from the $51.6M they had at the end of September.

Liabilities are nothing to worry about in the slightest bit as the company will
have virtually little to no debt post merger. The largest line ites is "Accrued

Purchase Commitments" to the tune of $63.3M.

According to the company's S4:

"The Company enters into inventory purchase commitments with third-party
manufacturers in the ordinary course of business. These commitments are

generally non-cancellable and are based on sales forecasts. These
agreements range from one to five-year periods and may contain fixed or

minimum annual commitments, subject to certain provisions that allow the
Company to renegotiate the commitment."

In simpler terms, purchase commitments are commitments by a business to
purchase goods or services at some future date at a fixed price. A business

will agree to a purchase commitment in order to fix its prices over a period of
time.

Either way, cash on hand is more than sufficient to cover any and all liabilities
the company has on its books.
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BFLY sold and shipped approximately 12,900 devices in the year ended
December 31, 2019, and approximately 12,500 devices in the nine months

ended September 30, 2020, an increase from approximately 7,900 devices in
the nine months ended September 30, 2019, representing a growth rate of

58% period over period. This generated total revenue of $27.6M and $1.5M in
the years ended December 31, 2019 and 2018, respectively, and $30.6M and

$16.8M for the nine months ended September 30, 2020 and 2019. The
company incurred net losses of $99.7M for the years ended December 31,

2019 and $139.8M in the nine months ended September 30, 2020.

During the nine months ended September 30, 2020, device sales generated
approximately 85.0% of revenue, with subscription revenue comprising the
remaining 15.0%. As adoption increases through further penetration and

healthcare practitioners in the Butterfly network continue to use the devices,
revenue mix will shift toward subscriptions and thus increase margins.

Below are BFLY's estimates. What CUBE looks most forward to is the margin
expansion as the company believes they can achieve gross margins of 68% by

2024 on $334M in revenue. 
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Net loss of $139.8M adjusted for non-cash charges totaling $16.7M
Net change of $62.0M in net operating assets and liabilities
Non-cash charges primarily consisted of $7.7M for stock-based
compensation
$6.9M for inventory write downs
$0.9M for depreciation and amortization

For the nine months ended September 30, 2020, net cash used in operating
activities was $61.1M. 

The $61.1M of net cash used in operating activities consisted of: 

Cash flow burn from investing activities has only totaled $2.6M which means
total free cash flow burn is $63.7M. 

With cash on hand of $550M, BFLY has cash on hand to last them over 8 years
assuming cash flow burn doesn't improve.

Unless the company plans on making any big acquisitions, we do not expect
much, if any, dilution risk.



LGVW (BFLY)
FUNDAMENTALS

We are going to compare Butterfly to the following medtech companies on a
price to sales basis: Dexcom (DXCM), Medtronic (MDT), Stryker (SYK), Edward

Lifesciences (EW), Intuitive Surgical (ISRG), Baxter (BAX), and Abiomed (ABMD).

Below we are using Butterfly's 2022 sales projections of $138M while using the
other companies' 2021 sales projections. We must take into account that the

companies below have been in business for decades longer than BFLY and are
not growing any near the same pace.

BFLY DXCM MDT SYK EW ISRG BAX ABMD

30x 

20x 

10x 

0x 



LGVW (BFLY)
FUNDAMENTALS

If we take into account revenue growth, medtech is expected to have a strong
bounce back over the next 12 months. Many of the name below are expected

to grow their top line double digits. 

Butterfly expects to grow revenues 77% in 2021 and another 77% in 2022
followed by 71% in 2023 before tapering to 42% revenue growth in 2024.

BFLY DXCM MDT SYK EW ISRG BAX ABMD
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LGVW (BFLY)
DCF MODEL

Discount Rate: 8.02% +/- 1.00%
Beta: 1.10
30 YR Treasury (Risk Free Rate): 1.42%
Market Risk Premium: 6.00%

Perpetual Growth Rate: 5.00% +/- 0.50% (helped by growing adoption of iQ,
recurring revenue model, expansion into wearables + monetization of cloud/data/AI)
Shares outstanding: 206M
Free Cash Flow: No free cash flow until 2025 but expands to 17.5% as recurring
revenue and economies of scale begin to kick in and gross margins hover around
70%
Current Price: $19.79

Base case: $14.32 (-28%)
Bull Case: $30.21 (+53%)
Weak Case: $9.02 (-54%)

Attached in the email, as well as in the Vault, you will see the discounted cash flow
model. Here are the following variables used:

Model predicts:

CUBE understands companies that are early into their business plan are extremely
difficult to model out as cash flow is not a priority right now. The company's goal is to
get as many users to purchase a Butterfly iQ as possible so the ecosystem can be built
and a moat can be established. At the bottom of the model, we compare Price to Sales
ratios on 2024, 2025, and 2026 sales when revenue growth tapers to compare it to the
companies we reviewed in the previous pages. For example, Dexcom should witness
30% growth next year and trades at 15x sales . We expect BFLY to realize 30% growth in
2026 on revenues of $633M thus giving them a price of $37.26 at the same 15x multiple.

https://mcusercontent.com/2b67f5da7b9614cd24fe511b6/files/ddb6da7a-f992-4ad5-9633-43b7a630b07d/NIO_DCF.xlsx


LGVW (BFLY)
TECH ANALYSIS



TECH ANALYSIS 
SUMMARY

Looking at the charts, LGVW is in a
bounce or break area. The stock was
rejected by the R2 fibonacci level of
$22.79 and has bounced off the R1
level of $19.27 twice.

Looking ahead, as long as $19.27 holds,
LGVW will try to test the R2 level again.
In the case that level breaks, shares
should visit $24.46 followed by $27.59.

In the case that $19.27 does not hold,
there isn't much support and we expect
shares to visit the 20 day moving average
of $17.16. If this were to happen, the
20DMA would most likely rise to mid $17s
by that time. 

CUBE favors near-term downside.



BULLISH OR

BEARISH?

VS.

MORE BULLISH
(POSITIVE)

MORE BEARISH
(NEGATIVE)



Overall, CUBE is bullish on Butterfly as it checks off much of

the boxes we look for in a young enterprise. 

The company has a superior product, future recurring

revenue, operating in a growing space, revolutionary

technology, significant IP, proof of concept with solid

revenue growth and great backers from those like Baillie

Gifford and Cathy Woods' Ark.

While the total addressable market is currently on the lower

end at $8B, we believe the wearables industry Butterfly is

working on will expand that TAM dramatically and ultimately

believe they will be the top company in the space. 

Right now, the investment thesis is based on revenue growth

and growing margins. As we look out to 2025 and beyond, the

story will transition into product innovation and bottom line

profits.

LGVW (BFLY)
CONCLUSION



NOTHING IN THIS DOCUMENT, OR ANY DOCUMENTS FOR THAT
MATTER, SHOULD BE USED OR CONSTRUED AS AN OFFER TO SELL, A

SOLICITATION OF AN OFFER TO BUY, OR A RECOMMENDATION FOR ANY
SECURITY. NOR IS IT INTENDED AS INVESTMENT, TAX, FINANCIAL OR

LEGAL ADVICE. INVESTORS SHOULD SEEK SUCH PROFESSIONAL ADVICE
FOR THEIR PARTICULAR SITUATION. CUBE DOES NOT MAKE ANY

GUARANTEE OR OTHER PROMISE AS TO ANY RESULTS THAT MAY BE
OBTAINED FROM USING OUR CONTENT. NO ONE SHOULD MAKE ANY

INVESTMENT DECISION WITHOUT FIRST CONSULTING HIS OR HER OWN
FINANCIAL ADVISOR AND CONDUCTING HIS OR HER OWN RESEARCH
AND DUE DILIGENCE. TO THE MAXIMUM EXTENT PERMITTED BY LAW,

CUBE DISCLAIMS ANY AND ALL LIABILITY IN THE EVENT ANY
INFORMATION, COMMENTARY, ANALYSIS, OPINIONS, ADVICE AND/OR

RECOMMENDATIONS PROVE TO BE INACCURATE, INCOMPLETE OR
UNRELIABLE, OR RESULT IN ANY INVESTMENT OR OTHER LOSSES.

CONTENT CONTAINED ON OR MADE AVAILABLE IS NOT INTENDED TO
AND DOES NOT CONSTITUTE LEGAL ADVICE OR INVESTMENT ADVICE
AND NO ATTORNEY-CLIENT RELATIONSHIP IS FORMED. YOUR USE OF

THE INFORMATION IS AT YOUR OWN RISK. THIS CONTENT IS
CONFIDENTIAL AND MUST NOT BE DISTRIBUTED

DISCLAIMER


