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May 30, 2024 

CMP: ₹ 1040 Target: ₹ 1250(20%)  Target Period: 12 months  

Natco Pharma (NATPHA) 

 
 
 

BUY  

  

  

Exemplary numbers propelled by gRvlimid; future 
pipeline looks promising… 
 

About the stock: Natco has, over the years, developed a knack for manufacturing 
complex generic products with few competitors, especially for the US market. 

• India formulations mainly comprise oncology products (39 brands). For the 
US, it follows partnership products for risky launches and acquired Dash 
Pharma for a front-end presence. It owns six FDF, two API manufacturing 
facilities and two crop health sciences units. 

• Maiden entry into crop protection was via launch of pheromone product, 
Natmate. Also launched CTPR pesticides subsequently.   

• FY24 revenue break-up - domestic formulations: 10%, export formulations: 
81% (mainly from the US, Canada, Brazil), APIs: 6%, crop protection: 3% 

Investment Rationale: 

• Q4FY24- Bumper quarter driven by gRevlimid traction – Revenues grew 
~17% YoY to ₹ 1057 crore driven by export formulations which grew 35% 
to ₹ 955 crore on the back of significant traction from anti-cancer drug g 
Revlimid. Typically, gRevlimid sales are higher in Q4 and Q1 quarters. 
Other segments remained weak with 31% de-growth in APIs to ₹ 50 crore, 
43% de-growth in the domestic formulations to ₹ 52.4 core. EBITDA grew 
43% YoY to ₹486 crore while EBITDA margins improved 821bps to 46%. 
EBITDA growth was mainly driven by strong GPM improvement (~1529 
bps YoY to 86.5%). PAT grew 41% YoY to ₹ 386 crore. 

• gRevlimid traction expected for some time but the company banks on 6-7 
niche products to fill the void – Over the last 10 years (and going) the 
company has successfully demonstrated its capabilities in exploiting 
limited competition block-buster products especially in the US via launches 
such as gCopaxone, gTamiflu and now gRevlimid. The company is now 
banking on some new FTF opportunities, notably gOzempic (Anti-
diabetic), gWeovy (Weight management) and gLynparza (Anti-cancer) 
among others. (Total pipeline- Key Solo Para IV FTFs- 8; Key Para IV 
products -7). The management is confident on the prospects of some of 
these products to maintain the blockbuster traction beyond FY26. The 
Kothur warning letter is not expected to have much impact as the company 
has dome dual filing including from Vizag for most of the important 
products. The company is banking on three-prong strategy of niche filings, 
geographical expansion and acquisitions (preferably in the ROW markets.)  

Rating and Target price 

• Our target price is ₹ 1250 based on 13x FY26E base business EPS of ₹ 81.6 
plus ₹ 191 NPV for gRevlimid. 

 

 

Key Financial Summary 
 

 
 

Source: Company, ICICI Direct Research 

 

 

Particulars 
 

   

Shareholding pattern 

   

Price Chart 

 
Key risks  

 

 (i) Slower ramp up in the new launches 
in the US. 

 (ii) Kothur plant warning letter and its 
implication on cost and launches. 

Research Analyst  

Siddhant Khandekar 
siddhant.khandekar@icicisecurities.com 
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Q4FY24 Results / Conference call highlights 

• The management is guiding for ~15-20% sales growth and ~20% PAT 
growth in FY25.  

• On the domestic fund the company took a one-time charge of ₹ 35 crore 
due to change in its business model which was reflected in the de-growth. 
The crop care business was a complete washout during the quarter due to 
₹ 55 crore charge on account of 1) higher than expected stock returns and 
2) non-utilisation charge for certain assets meant for agri intermediates. 

• The company is most likely scout for acquisition opportunities in ROW 
markets as Indian assets are pricy.  

• Buyback of shares possible if there is no big-ticket acquisition.  
• Two FTF filings is planned for FY25 
• Brazil and Canada annual run-rate- US$ 25 million and US$ 40 million 

respectively.  
• The company believes crop protection is still a viable business despite set-

back in Q4. Management’s own estimates for FY24 was ₹140-150 crore. 
• The management expects to reach ₹ 300 crore sales in crop protection 3 

years down the line. 
• No major impact due to Red Sea crises as most of the shipments are via air 

route. 
• The management will keep exploring opportunities in Oligopeptides, difficult 

to manufacture Generics and Para IVs. 
• Distribution and profit-sharing agreement with Teva for gRevlimid to 

continue after FY26 as well. 
•  Investment in Cellogen Therapeutics Private Ltd is primarily to explore 

opportunities in CAR-T segment.  
• Capex for FY25 would be ₹ 300-350 core (mostly maintenance capex). 

 

Exhibit 1: Quarterly Summary 

 
Source: Company, ICICI Direct Research 
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Financial Tables 

Exhibit 2: Profit and loss statement                                    ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 3: Cash flow statement                                            ₹ crore 

 
Source: Company, ICICI Direct Research 

Exhibit 4: Balance Sheet                                                      ₹ crore 

 

Source: Company, ICICI Direct Research 

Exhibit 5: Key ratios 

 

Source: Company, ICICI Direct Research 
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