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Biotech stocks dilute shareholders more than any other sector. Here's why — and the 15 biotech companies with the highest dilution risk right now, from live SEC filing data.
Why biotech stocks dilute shareholders more than any other sector — and who's doing it right now.
15 Biotechs at Critical/High Risk
3.9mo Avg Cash Runway (Critical tier)
80+ Avg DilutionScore™ (Critical)
$0 Revenue for Most on This List
Why Biotech Dilutes More Than Any Other Sector
If you invest in small-cap biotech stocks, you are going to experience dilution. It is not a question of if — it is a question of when and how much. Understanding why requires understanding the biotech business model.
The Biotech Cash Burn Cycle
Unlike a software company that can reach profitability with a handful of engineers, biotech companies spend tens or hundreds of millions of dollars on clinical trials before they generate a single dollar of revenue. That money has to come from somewhere — and for small biotechs, it comes from selling shares.
The typical small-cap biotech cycle looks like this:
• File an S-3 shelf registration — registers the ability to sell up to $X in securities
• Run an ATM offering or direct offering — raises capital by selling new shares
• Burn cash on clinical trials — 12-24 months of runway
• Cash gets low — company needs more money
• Back to step 1 — repeat until drug approved, acquired, or bankrupt
🚨 The Dilution Math Is Brutal
A biotech with 50M shares outstanding and 3 months of cash will likely need to raise $10M-$30M. At a stock price of $2.00, that means selling 5M-15M new shares — diluting existing shareholders by 10-30% in one transaction. Then they do it again in 12 months.
Why Small Biotechs Specifically
Large-cap pharma (Pfizer, J&J, Merck) generate billions in revenue and rarely need to sell shares for cash. The dilution problem is concentrated in small-cap and micro-cap biotechs — the companies with unproven drugs, no revenue, and a runway measured in months.
These companies need capital continuously. Shelf registrations are their lifeline. ATM programs let them sell shares quietly whenever cash gets low. The investors who buy in early hoping for a drug approval often find their shares steadily diluted down before the catalyst ever arrives.
⚠️ The Warning Signs to Watch
Cash runway under 6 months — dilution is coming, possibly within weeks. Active ATM program — they are selling shares right now. S-3 shelf just filed — they are positioning to raise capital. Recent reverse split — price artificially elevated before a new offering. Multiple offerings in 12 months — serial dilutors, this is their operating model.
Highest Dilution Risk Biotechs Right Now
These 15 biotech and healthcare companies currently have the highest DilutionScore™ ratings on TraderTools. Scores are calculated from live SEC filing data and updated daily. Cash runway figures are from the most recent 10-Q filing.
#
Ticker
Company
DilutionScore™
Risk Level
Cash Runway
1
$DRMA
Dermata Therapeutics
90/100
CRITICAL
9.0mo
Analysis →
2
$HCTI
Healthcare Triangle
89/100
CRITICAL
⚠️ 1.7mo
Analysis →
3
$JAGX
Jaguar Health
85/100
CRITICAL
⚠️ 2.8mo
Analysis →
4
$ADGM
Adagio Medical Holdings
84/100
CRITICAL
4.2mo
Analysis →
5
$ERNA
Ernexa Therapeutics
84/100
CRITICAL
4.9mo
Analysis →
6
$CLDI
Calidi Biotherapeutics
82/100
CRITICAL
9.5mo
Analysis →
7
$FCHS
First Choice Healthcare Solutions
82/100
CRITICAL
⚠️ 1.5mo
Analysis →
8
$COCH
Envoy Medical
81/100
CRITICAL
3.9mo
Analysis →
9
$ARTL
Artelo Biosciences
79/100
CRITICAL
⚠️ 1.7mo
Analysis →
10
$WINT
Windtree Therapeutics
77/100
CRITICAL
⚠️ 0.1mo
Analysis →
11
$SCNI
Scinai Immunotherapeutics
77/100
CRITICAL
3.5mo
Analysis →
12
$MODD
Modular Medical
76/100
CRITICAL
⚠️ 2.2mo
Analysis →
13
$ENSC
Ensysce Biosciences
74/100
HIGH
6.3mo
Analysis →
14
$INDP
Indaptus Therapeutics
74/100
HIGH
10.7mo
Analysis →
15
$OTLK
Outlook Therapeutics
74/100
HIGH
3.0mo
Analysis →
💡 How to Use This Data
A high DilutionScore™ does not mean a stock will crash. It means the company has the structural setup to dilute shareholders. The actual timing depends on when they need cash. Click any ticker to see the full analysis — including what specific filings are driving the score and how the company has historically used its shelf capacity.
How to Protect Yourself From Biotech Dilution
You cannot avoid dilution entirely if you invest in small-cap biotech — but you can manage the risk:
• Check the cash runway first. If a company has less than 6 months of cash, dilution is imminent. Price your risk accordingly.
• Track S-3 and ATM filings. When a company files a new shelf or sets up an ATM program, they are preparing to raise capital. You will know before they actually sell shares.
• Watch for "at-the-market" language in SEC filings. This means they are selling shares continuously in the open market. Small daily sells add up to significant dilution over months.
• Size positions to account for dilution. If you expect a company to do multiple raises before their drug is approved, factor that into your entry price.
• Set alerts on TraderTools. Get notified the moment a biotech in your watchlist files a shelf registration or prospectus supplement — usually within minutes of it hitting EDGAR.
Track Biotech Dilution Risk in Real-Time
Get timely alerts when biotech stocks on your watchlist file shelf registrations, set up ATM programs, or issue new shares. Free tier covers 3 tickers — Pro covers unlimited.
Start Tracking Free →
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