
November 8, 2023  

The Board of Directors 
InMode Ltd. 
Tavor Building, Sha’ar Yokneam  
P.O. Box 533 
Yokneam, 2069206, Israel 
 
Dear Members of the Board: 

A fund managed by Butler Hall Capital LLC (“Butler Hall”, “we”, or “our”) is a shareholder of InMode Ltd. 
(“INMD” or the “Company”).  The Company has been given an exceptional opportunity to repurchase 
shares at what we believe to be a deeply discounted price as compared to our assessment of intrinsic 
value.   

Since 2019, INMD has exhibited revenue growth of approximately 220% (34% CAGR) and EBITDA growth 
of 270%[1]. Despite this impressive track record, the stock currently trades at approximately 5x earnings 
(ex-cash) and its enterprise value has been roughly flat since the Company’s 2019 initial public 
offering[1].   

We believe the decline in InMode’s stock price year-to-date can be attributed to factors outside the 
Company’s control, mainly: (a) rising interest rate environment that has pressured large capital 
equipment purchases, and (b) the unfortunate geopolitical events in Israel. Nonetheless, prudent capital 
allocation decisions rest firmly within the Company’s control and should be underpinned by 
fundamental analysis and facts rather than conjecture.  

Buyback Commentary: 

On INMD’s November 2nd, 2023 earnings call, management provided several reasons against share 
repurchases.  Firstly, the Company repurchased shares in the past and concluded that the buyback “did 
not help at all.”  Secondly, the Company referenced a competitor that had recently announced a 
buyback authorization only to see its stock decline by 35% in the period after such an announcement[2].    
Therefore, INMD seems to have concluded that the “market will forget” about the buyback after a few 
days and that it is “better off keeping the money.”  We believe the Company has come to the incorrect 
conclusion and should reassess the merits of a sizable share repurchase authorization at this time.   

1. Price Matters:  The Company’s prior share repurchases were made at a price level that is 
approximately 85% higher than the stock’s most recent closing price[8].  We are of the opinion 
that it is incorrect to conclude that prior buybacks are comparable to today, especially with the 
share price down more than 40% on the year.  

2. Wrong Comparable Company to Analyze:  The competitor referenced on the earnings call last 
week has burned substantial cash since going public[2].  Specifically, this competitor lost $39.6 
million of cash flow in 2021, $110.3 million in 2022, and $29.6 million in the past twelve 
months[2].  This serves in direct contrast to INMD, which has generated more than $400 million 
in free cash flow, or nearly 40% of its enterprise value since 2021[1].   
 

We encourage the Board to analyze the immense value created through buybacks for great business 
with a similarly high return on capital over time, such as AutoZone, Inc. or Apple Inc.    We believe the 



decision to buy back stock should be underpinned by a firm view of intrinsic value after careful 
evaluation of the relative opportunities for the Company’s capital.  Today, INMD can deploy cash into a 
growing stock yielding 20%[1] while still preserving the Company’s ability to invest organically in the 
business.  We would also encourage the Company to allocate capital towards buybacks and organic 
investments first and foremost as compared to any external acquisition opportunities.  In fact, we are of 
the opinion that the Company could be positioned for many years of robust growth on the back of 
recent developments in glucagon-like peptide 1 (“GLP-1”) medication (as discussed below).  There is no 
need to look outward for future growth when arguably one of the public market’s largest beneficiaries is 
trading at such a depressed value.    

GLP-1: 

While usage is currently limited, we believe that INMD could be one of the largest beneficiaries of GLP-1 
medication in the public market today.  Multiple GLP-1 medication clinical trials have shown a 15-27% 
reduction in weight loss[3][4][5][6] for those that have been on the medication for 40-84 weeks[3][4][5][6].  We 
believe the Company’s dominant position in skin tightening treatments will enable it to take advantage 
of the substantial market opportunity.   We were pleased that management agreed during the third 
quarter earnings call, stopping short of calling it a “gateway drug” and noting that it is “going to have a 
positive impact” on the Company.  The fact that plastic surgeons have coined the phrase “Ozempic face” 
highlights the substantial pent-up demand for INMD’s products.   

We believe INMD’s business is deeply discounted regardless of the outcome of GLP-1 medication, but 
the potential cash generation over time from its adoption could dwarf the Company’s current enterprise 
value.  Over 40% of the US population is currently obese, translating to more than 110 million Americans 
that are potential candidates for InMode’s skin tightening procedures[7].  The fact that the market has 
not yet caught on to what we believe will be a significant benefit to the Company’s business, 
underscores the need to act now and institute a buyback.   

Summary: 

We believe the Company should immediately announce a buyback of $550 million, or approximately 
30% of the Company’s outstanding shares.  Doing so in the form of an accelerated share repurchase or 
tender would drive, in our estimation, over 30% accretion in earnings per share.  We do not believe 
there to be an alternative use for the cash on the balance sheet that can drive a similar level of value to 
shareholders.  It would also return the cash balance to the levels seen around the time of the IPO, a 
level we believe to be more than sufficient to prudently operate the business.  The Company has done a 
fantastic job operationally, but due to a confluence of events, the Board has been presented with an 
opportunity to create enormous value for shareholders.  We urge you to act now.   

Sincerely, 
 
 
Brad Lundy                                                                                                                Michael Rybak, CFA  
Managing Member, Butler Hall Capital LLC                                                        Partner, Butler Hall Capital LLC  
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Disclaimers 

This letter has been prepared by Butler Hall. Butler Hall is providing this letter for informational and 
discussion purposes only. The views expressed in this letter reflect the views and opinions of Butler Hall 
as of the date hereof. Butler Hall reserves the right to change or modify any of such views or opinions at 
any time and for any reason and expressly disclaims any obligation to correct, update, or revise the 
information contained herein or to otherwise provide any additional materials. 

All of the information contained herein is based on Butler Hall’s independent research and analysis and 
publicly available information. The information and materials included herein have not been prepared or 
endorsed by the Company and may not be attributed to the Company in any way, other than certain 
statements and information included herein which were sourced directly from the Company’s filings. 
Butler Call does not make any representations regarding the accuracy, completeness or timeliness of any 
third-party statements or information contained in this letter. Except as may be expressly set forth herein, 
permission to cite such statements or information has neither been sought nor obtained from such third 
parties. Any such statements or information should not be viewed as an indication of support from such 
third parties for the views expressed herein. This letter does not purport to contain all information that 
may be relevant to an evaluation of the Company, any securities issued by the Company, or any other 
matter related to the Company. 

One or more funds and accounts (collectively, the “BH Accounts”) managed by Butler Hall has a beneficial 
ownership interest or an economic interest in the securities discussed herein. Nothing in this letter should 
be taken as an indication of any current or future trading or voting intentions with respect to the BH 
Accounts, which may change at any time and from time to time, and which are reviewed on a continuing 
basis by Butler Hall and determined based on various factors Butler Hall considers relevant. Butler Hall 
expressly disclaims any obligation to notify or update any person of any changes to such trading or voting 
intentions. 

Certain statements contained in this letter are forward-looking statements including, but not limited to, 
statements that are predications of or indicate future events, trends, plans or objectives.  Undue 
reliance should not be placed on such statements because, by their nature, they are subject to known 
and unknown risks, assumptions, and uncertainties. Specific forward-looking statements can be 
identified by the fact that they do not relate strictly to historical or current facts and include, without 
limitation, words such as "may," "will," "expects," "believes," "anticipates," "plans," "estimates," 
"projects," "targets," "forecasts," "seeks," "could," "should" or the negative of such terms or comparable 
terminology. There can be no assurance that any idea or assumption herein is, or will be proven, correct. 
If one or more of the risks or uncertainties materialize, or if Butler Hall’s underlying assumptions prove 
to be incorrect, the actual results may vary materially from outcomes indicated by these statements. 
Accordingly, forward-looking statements should not be regarded as a representation by Butler Hall that 
the future plans, estimates or expectations contemplated will ever be achieved. 

This letter does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation to 
buy, sell, or otherwise transact in any security, including, without limitation, any interest in any BH 
Account. Nothing in this letter promotes, is intended to promote, or may be construed as promoting any 
BH Account. Any offer to purchase an interest in a BH Account may only be made at the time a qualified 
offeree receives the confidential memorandum and other offering documents of such BH Account. The 
terms of any investment in a BH Account shall be governed by the governing documents of such BH 
Account, which expressly do not include this letter. 



Nothing herein should be construed as seeking any confidential information about the Company or 
otherwise. Butler Hall expressly disclaims any obligation to treat the receipt of any such information as 
confidential, except to the extent expressly agreed in writing by Butler Hall. No agreement, commitment, 
understanding, or other legal relationship exists or may be deemed to exist between Butler Hall and any 
other person by virtue of such person’s direct or indirect receipt of this letter.  


