
THE MEDTECH STRATEGIST                                                                                                                                            © 2015 Innovation In Medtech, LLC. All rights reserved.

20 MEDTECH INVESTING

Xeltis and the (Positive) Economics of  
TISSUE ENGINEERING

Zurich, Switzerland-based Xeltis AG is 
developing the world’s first bioabsorb-
able heart valve through its novel Endog-
enous Tissue Restoration (ETR) platform. 
“Our technology platform can be used 
to bring significant benefits in a vari-
ety of applications in the cardiovascular 
system,” notes CEO Laurent Grandidier. 
Embracing several types of heart valves 
and a variety of other vascular applica-
tions, the company’s first commercial 
product will be a pulmonary valve used 
to correct congenital malformations in 
procedures performed on newborns 
and infants—patients with a long life 
expectancy ahead of them. Because of 
the body’s reaction to the long-term 
presence of current replacement valves 
(mainly animal tissue valves or homo-
grafts), Grandidier explains, conven-
tional valves start deteriorating rapidly 
and will require re-interventions and/or 
re-operations after a few years, as well 
as several more surgeries over the pa-
tient’s lifetime. “With our technology,” 
he says, “the device is bioabsorbed after 
the body has restored a natural valve, 
therefore the triggers for valve deterio-
ration are no longer present.”

Such an approach has clear and com-
pelling clinical benefits, but it can dra-
matically reduce costs as well. As Gran-
didier explains, “Being able to eliminate 
or reduce these reoperations, and all the 
costs associated with them—medication, 
clinical follow-ups, etc.—carries an enor-
mous health economics benefit, which 
will ultimately benefit all stakeholders.”  
That was the appeal to HEF, which co-led 
the Xeltis €27 million  Series B in 2014, 
making it one of HEF’s largest invest-
ments to date.

In fact Grandidier notes that the due 
diligence process around HEF’s invest-
ment in Xeltis was clearly influenced by 
the fund’s focus on health economics. 

“The discussions we had on health eco-
nomics were sophisticated. Health eco-
nomics were more heavily weighted for 
LSP HEF than any other fund I have come 
across,” he says. That said, since the in-
vestment was made, HEF has acted very 
much like a traditional VC. “There’s been 
no difference from governance or com-
pany strategy points of view,” from the 
perspective of Xeltis. 

Indeed, as LSP officials themselves 
point out, HEF’s insurance company LPs 
bring a novel strategic direction to the 
fund, but then remain largely at arm’s 
length after that. “The fact that HEF is 
an investor won’t influence how fast we 
get reimbursement,” Grandidier goes 
on. “We may be able to get privileged 
contacts, but reimbursement speed or 
level will remain totally dependent on 
our clinical outcomes.” That said, he 
notes an indirect benefit from the pay-
or’s role in HEF: “we had to incorporate 
health economics in our strategy earlier 
in the development process than an in-
novative startup would typically need to 
do. This forced us to go deeper and rein-
forced our understanding on the topic, 
which ultimately reinforces our value 
proposition.”

This May, Xeltis reported on the suc-
cessful completion of the first feasibility 
trial on ETR. In the study, five children 
born with only one heart ventricle in-
stead of two were implanted with Xeltis’ 
vascular graft and followed for up to 12 
months. In a press release from Xeltis, 
Prof. Leo Bockeria, a cardiac surgeon 
at the Bakoulev Center for Cardiovas-

cular Surgery of the Russian Academy 
of Medical Sciences in Moscow, com-
mented, “The results of this study are 
remarkable. At 12 months follow-up, all 
clinical parameters are positive and all 
indicators show that patients have suc-
cessfully grown their own blood vessels.” 
And Xeltis itself added, “The successful 
completion of our first clinical trial marks 
the advent of a paradigm shift in cardio-
vascular treatments. We believe it will be 
possible one day to replace most com-
monly used implantable cardiovascular 
devices by Xeltis’ technology.”

Although Xeltis officials describe the par-
adigm shift that ETR will bring in strongly 
clinical terms, Laurent Grandidier makes 
clear that the technology’s ability to fa-
vorably reshape the costs of healthcare 
will be a large part of its appeal. “We all 
know that the financial equilibrium of 
healthcare systems is being challenged,” 
he says. “During the past five years, the 
ability to demonstrate a benefit not only 
for individual patients, but for society as a 
whole, has become a critical element for 
commercial success. As a consequence, 
companies that not only have meaning-
ful innovation but also have an intrinsic 
health economics advantage will create 
the most value and will therefore return 
the best multiples to investors.” 

That, he said, is “the bet that HEF made” 
and he calls HEF “a precursor” to shifts 
in venture investing. Today, he notes, 
“most savvy VCs have adapted to the 
new world: innovations that improve 
patient outcomes but increase overall 
costs for healthcare systems will certain-
ly have a harder time getting financed 
today than a few years ago.” HEF’s strat-
egy is “putting health economics at the 
heart of their investment decisions, and 
they are being extremely clear and firm 
about it. I am convinced this is a trend 
that more funds will follow.”  
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