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October 7, 2024 

CMP: ₹ 1375 Target: ₹ 1675(22%)  Target Period: 12 months  

Natco Pharma (NATPHA) 

 
 
 

BUY  

  

  

Preparing for post-gRevlimid era with time-tested 
focused approach… 
 

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: 

• Q1FY25- Revenues in line but significant beat in profitability- Revenues 
grew ~20% YoY to ₹ 1367 crore driven by export formulations which grew 
37% to ₹ 1210 crore on the back of significant traction from anti-cancer 
drug gRevlimid. Other segments remained weak with 48% de-growth in 
APIs to ₹ 39 crore, 23% de-growth in the domestic formulations to ₹ 102 
core and 65% de-growth in the crop protection to ₹ 16 core. EBITDA grew 
55% YoY to ₹ 809 crore while EBITDA margins improved 1310 bps to 59%. 
EBITDA growth was mainly driven by strong GPM improvement (~407 bps 
YoY to 86.8%). PAT grew 61% YoY to ₹ 669 crore.  

• Company banks on 6-7 niche products to fill the expected g Revlimid void 
– Over the last 10 years 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. Already, its partner Mylan has settled a US patent litigation 
with Novo-Nordisk for generic Ozempic (to be outsourced from Stelis) 
which registered ~US$ 9 billion sales in the US in CY23.  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 
and tie-ups with the CDMO players.  

Rating and Target price 

• Our target price is ₹ 1675 based on 18x FY26E base business EPS of ₹ 87.2 
plus ₹ 110 NPV for gRevlimid. 

 

 

Key Financials (₹ crore) FY20 FY21 FY22 FY23
3 year CAGR 
(FY23E-26E)

FY24 FY25E FY26E
3 year CAGR 
(FY23E-26E)

Revenues 1915.0 2052.1 1944.8 2707.9 12.2 3992.7 5027.5 5214.1 24.4
EBITDA 582.6 606.2 263.5 936.4 17.1 1745.3 2375.1 2145.4 31.8
EBITDA Margins (%) 30.4 29.5 13.5 34.6 43.7 47.2 41.1
Net Profit 460.8 440.9 170.0 714.2 15.7 1388.3 1833.3 1596.1 30.7
EPS (₹) 25.2 24.1 9.3 39.0 75.9 100.2 87.2
PE (x) 54.6 57.1 148.0 35.2 18.1 13.7 15.8
EV to EBITDA (x) 43.6 41.7 95.9 26.6 14.3 10.0 10.5
RoNW (%) 12.2 10.7 4.0 14.7 23.7 24.4 17.8
RoCE (%) 14.0 13.1 4.6 17.1 26.9 29.9 22.8

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 

Shubh Mehta 
shubh.mehta@icicisecurities.com 
 
 
 
 

 

(in %) Sep-23 Dec-23 Mar-24 Jun-24

Promoter 49.7 49.7 49.7 49.7

FIIs 12.8 13.7 16.1 17.5

DIIs 14.0 11.3 9.7 7.9

Others 23.5 25.3 24.5 25.0
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Q1FY25 Results / Conference call highlights 

• The growth in revenue and profits were primarily driven by export 
formulation business as domestic pharma business remains stable on 
the segmental split. 

• Revlimid share will move to 1/3rd of Market at time of patent expiry in 
Jan’26. 

• Natco pharma has exclusivity of Semaglutide FTF in weight loss where 
as in Diabetes FTF it has shared and solo (~60% of market) both.  

• Mylan is the front-end partner in Semaglutide. Profit share of Mylan 
will be higher in this product and CDMO Stelis will also have a share 
in profits 

• The total number of dossiers filled in Canada are 40 and more than 20 
products of that has started with the sales activities. 

• Management believes that Agro-Chemical business will require 2-3 
years to become a branded business with a stable income. 

• A reasonable amount of dividend will be paid in FY25 as management 
will require cash for making acquisitions if any opportunity comes up 
in the current fiscal year. 

• Due to the observation at Kothur plant, the Injectables portfolio has 
been moved to a CDMO player. 

• The remediation work is on-going in Kothur plant, some of the 
products have been moved out internally to different plants and others 
are outsourced externally. 

• Exports business has done well and Canada has reported highest 
turnover ever. 

• Management is hopeful that the number of fillings will keep on 
growing from subsidiaries in Canada and Brazil. 

• Excluding receivables, the company has a cash of ₹2000 crore. 
• The company wouldn’t mind to sit on cash until and unless it doesn’t 

find a suitable acquisition opportunity. Company is looking to acquire 
company with potentially disruptive technology or business which 
should make a significant impact on its earning or/and fills in the gap 
such as absence in certain geographies. 

• Management expects strong growth in Q2FY25 and aims to achieve a 
20% growth in profits in FY25 

 

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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