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Natco Pharma Q1FY21 

Financial Results & Highlights  

Brief Introduction: 

NATCO Pharma Ltd. is an India-based vertically integrated and R&D focused enterprise, engaged in 

developing, manufacturing and marketing finished dosage formulations (FDF) and active 

pharmaceutical ingredients (APIs) and intermediates. 

The Company focuses on niche therapeutics areas and complex products, which gives it a unique 

positioning in the market, spread over 40 countries. It sells FDF products in the US, India, Europe and 

Rest of the World (RoW); with substantial clientele in Canada and Brazil as well. It holds a leading 

market share in the domestic oncology segment. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 552 485 13.81% 459 20.26% 

PBT 162 188 -13.83% 124 30.65% 

PAT 127 148 -14.19% 101 25.74% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 582 513 13.45% 477 22.01% 

PBT 158 184 -14.13% 117 35.04% 

PAT 122 143 -14.69% 93 31.18% 

 

Detailed Results: 

 

1. Consolidated revenues were up with 13.5% YoY growth. Profit has fallen 14.7% YoY in Q1. 

2. The company faced margin pressure in both domestic and export formulations businesses. 

3. The company has guided for >25% YoY profit growth in FY21. 

4. The segment revenue split is as follows:  

1. APIs: Rs 143.92 Cr 

2. Domestic Formulations: Rs 125.62 Cr 

3. Export Formulations: Rs 274.23 Cr 

4. Other Operating Income: Rs 18.35 Cr 

5. Other Income: Rs 19.95 Cr 

5. The company announced an interim dividend of Rs 1.25 per share for Q1FY21. 

 

Investor Conference Call Highlights 

1. The company saw challenges in the domestic oncology business primarily due to lower 

hospitalization due to the COVID situation. 
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2. The company saw good demand in June which included pent-up demand from April and May. 

Most of the company’s domestic portfolio in oncology driven as it is the most profitable segment 

for the company. This product segment was affected not only by lower hospitalizations but also 

by the fact that the company’s scale here is driven by metros like Mumbai, Delhi, Hyderabad, 

Bangalore, Chennai. Chandigarh and Kolkata, all of which have been the worst hit place in India 

by COVID-19. The management expects things to normalize in 2-3 months and sales to come back 

then. 

3. The management is confident of getting FDA approval for Remlivid by December. 

4. Broadly the company’s USA business is driven by 3-4 products. They are Copaxane, Doxil, and 

Lanthanum Carbonate. In Copaxane, Natco and Sandoz are the main competitors. In Doxil, the 

main competitor is Sun Pharma. Natco is the only generic maker of Lanthanum Carbonate in the 

USA. 

5. The company has 2 main pandemic products which are Oseltamivir and chloroquine. These 

products saw good sales but have lower margins resulting in an overall drop in margins for the 

company. 

6. The management has stated that the margins are driven solely by sales mix and it should revert 

back to previous levels as sales mix normalizes. 

7. The company is waiting on approval from the insecticide board for Coragen and it is also expecting 

an outcome on litigation on the same product. The company has no new filings in place for 

agrochemicals. 

8. The company has made a filing for a drug called trabectedin in partnership with Sun Pharma. This 

product has annual sales of almost $ 100 million and the company was the first 2 players to file an 

ANDA for it. 

9. The management has admitted that its R&D efficiency has dropped due to COVID-19. 

10. The profit guidance of 25% in FY21 does not include any earnings from Sorafenib. Everolimus and 

Lapatinib. This guidance is based solely on the order book according to the management. 

11. The management expects the oncology business to be running at 75-80% of pre-COVID levels. 

12. In terms of launches, the management is confident of delivering 10-12 launches each year. It has 

already done 5 launches in the year so far. 

13. The company’s previous guidance of achieving the target PAT of Rs 1400 Cr in FY22 is heavily 

dependent on the product Remlivid. 

14. The company’s new markets in Canada and Brazil are doing reasonably well. Non-USA earnings 

are at almost 10-15% of total earnings. The management is looking to increase this to 15-20%. It 

is also aiming to increase the share of India from the current 20-22% to 30-35% going forward. 

15. The management has stated that the US is seeing the strengthening of high market share brands 

and people who are dropping out of tail brands. 

16. The company will continue to stick to its focus areas of niche products and try to do a multi-market 

approach to get the best out of its R&D. 
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17. The management has refrained from commenting on the incoming flu season as there are too 

many uncertainties at hand. 

18. The company has 2 manufacturing sites in the USA and India for Oseltamivir. So the company has 

no worries if any sort of Make in America compulsion arises for the drug. 

19. The company has around 3 niche and 6 commodity products in the generic agribusiness segment. 

The market size for the 3 niche products is expected to be around Rs 2000 Cr. The company is 

expected to the first to make generics for these 3 niche products. 

20. The management expects agrichemicals business to contribute to 10-15% of India business in the 

next 3 years. 

21. The domestic revenue split is:  

1. Oncology: Rs 78 Cr 

2. Non-oncology: Rs 25 Cr 

3. 3rd party formulations: Rs 22 Cr 

22. The management is not too concerned about the competition in the oncology business segment 

as the company has an established brand image and a good launch pipeline in this segment. 

23. The management does not expect any significant price erosion in oncology products. 

24. The management remains confident of completing the filing process with the CIB for its 

agrochemical filings in the next 6 months. This is because the management has stated that the 

filing process takes 12-18 months and the company filed for it in August or September last year. 

25. The management remains confident of good performance in Canada due to the conclusion of the 

settlement of Remlivid and the fact that Remlivid has big demand in Canada. 

26. The company is looking to make concentrated, high-value bets to expand its portfolio, add new 

geographies, and adding new segments of cardio and diabetes. 

 

Analyst’s View: 

Natco Pharma is a vertically integrated and R&D focussed pharma company with a specialization in 

FDFs and APIs. Their revenues and margins have taken a hit due to pressure in both the domestic and 

the export market. In the export market, their dependency on the USA is still high. In the last few 

years, they have made some progress on expanding newer geographies, however, there is still a lot of 

work to be done on that front. In the domestic market, they are highly dependent on the oncology 

market. As the lockdown was in force, the demand for their products also fell. The management 

expects the demand to come back soon. However, in the long run, meaningful expansion in newer 

geographies around the world and adding new segments in the domestic market is going to be the 

points to track about the company. Despite the challenges, Natco pharma appears to be a good stock 

to watch out for due to the management’s focus on R&D and execution of long term plans for the 

company. 
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If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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