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11th Jul, 2023

Current Market Price (CMP)

Rs. 673.30

Target Price

Rs. 900

Natco Pharma Ltd. 

Recommendation

Our price target of Rs. 900 offers upside of approximately 34% from current levels.

Company Profile

• NATCO Pharma Ltd. (NATCO) is a vertically integrated and R&D focused Indian pharmaceutical
enterprise, that is in the business of developing, manufacturing and marketing finished dosage
formulations and active pharmaceutical ingredients and intermediates.

• Natco products reach more than 40 countries globally. Key geographies include India, North
America, Latin America, Asia Pacific, South East Asia & Middle East.

BUY

Rationale

• Natco Pharma has received final approval for its Abbreviated New Drug Application (ANDA) for Tipiracil
Hydrochloride and Trifluridine Tablets (generic for Lonsurf®) from the U.S. Food and Drug Administration
(USFDA). Lonsurf® is sold in the US by Taiho Oncology Inc. It is one of the First-to-File for the product and
may be eligible for a 180-day exclusivity at the time of launch. Lonsurf® is indicated primarily for the
treatment of colorectal cancer. As per IQVIA data, Lonsurf® had generated annual sales of $211 million in
USA during the twelve months ending December 2022.

• Natco pharma was granted compulsory license for Nexavar a.k.a. Sorafenib Tosylate an anti-cancer drug.
This will allow the company to manufacture and sell a generic version of a particular drug which is patent
protected by Bayer corporation. According to the publisher, the Global Sorafenib Market was valued at
USD 1.08 Billion in 2020 and is projected to reach USD 1.18 Billion by 2027, growing at a CAGR of 1.21%
from 2020 to 2027. Cancer remains among the leading causes of death worldwide. The rate of new
cancer patients is on a constant rise.

• The company’s finished dosages formulations (FDF) business is primarily focused on high-entry-barrier
products that are either difficult to formulate and/or manufacture, typically resulting in limited
competition in the market.

• The company witnessed significant growth in revenues, profits and ROE in FY23. Debt-Equity ratio
extremely low at 0.03. Growth in revenue and profits came from business growth in the US market and
growth in its subsidiaries in Canada & Brazil. The Crop Health Division started off well with strong growth
potential in the ensuing years.

• Both FII and DII Holdings have been rising gradually over the last 3 quarters of FY23.

• The stock also appears bullish on the technical charts and can be bought for a decent potential upside.
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Disclaimer

Eastern Financiers Limited (hereinafter referred to as ‘EFL’) is a Member registered with SEBI having membership of NSE, BSE, MCX. It is also registered as a Depository

Participant with NSDL. It is also having AMFI certificate for Mutual Fund Distribution. The associate of EFL is engaged in activities relating to Insurance Broking. No disciplinary

action has been taken against EFL by any of the regulatory authorities. EFL/its associates/research analysts do not have any financial interest/beneficial interest of more than one

percent/material conflict of interest in the subject company(s). EFL/its associates/research analysts have not received any compensation from the subject company(s) during the past

twelve months. EFL/its research analysts has not served as an officer, director or employee of company covered by analysts and has not been engaged in market making activity of

the company covered by analysts. This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment decision.

Nothing in this document should be construed as investment or financial advice. Each recipient of this document should make such investigations as they deem necessary to arrive at

an independent evaluation of an investment in the securities of the companies referred to in this document (including the merits and risks involved), and should consult their own

advisors to determine the merits and risks of such an investment. Reports based on technical and derivative analysis center on studying charts of a stock's price movement,

outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's fundamentals. The

information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true, but we do not represent that

it is accurate or complete and it should not be relied on as such, as this document is for general guidance only. EFL or any of its affiliates/group companies shall not be in any way

responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. EFL has not independently verified all the

information contained within this document. Accordingly, we cannot testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data contained

within this document. While EFL endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory compliance or other reasons that

prevent us from doing so.
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