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  Approval of Pancreatic Cancer treatments would 

result in major market share gains 

 Undervaluation due to macroeconomics gives entry 

for investors 

 High cash can be used to pursue future catalysts 

and cure high demand diseases.   

Company Description:   

NewLink Genetics Corporation (NLNK) is a biopharmaceutical company focused on discovering, developing and 

commercializing immunotherapeutic products for cancer treatment. Its portfolio includes both biologic and small-

molecule immunotherapy product candidates. Its biologic product candidates are based on its HyperAcute immunotherapy 

technology, which is designed to stimulate the human immune system. Its small-molecule product candidates are focused 

oneaking the immune system's tolerance to cancer by inhibiting the indoleamine-(2, 3)-dioxygenase (IDO) pathway. Its 

lead product candidate algenpantucel-L or HyperAcute Pancreas. HyperAcute Pancreas is being studied in two Phase III 

clinical trials; one in surgically-resected pancreatic cancer patients that is being performed under a Special Protocol 

Assessment (SPA) with the United States Food and Drug Administration (FDA) and one in patients with locally advanced 

pancreatic cancer. 
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Thesis 

NewLink Genetics Corp (NLNK) is a BUY because of 

its growth potential and undervaluation. NLNK is 

awaiting FDA approval for a treatment called 

IMPRESS. This treatment would be used for 

pancreatic cancer which currently affects 50,000 

annually. Over the past 30 years, there has been no 

decrease in the mortality rate of those suffering with 

pancreatic cancer. Getting approved would give the 

company significant growth because of the potential 

new customers that need the treatment. There is 

currently an undervaluation of the stock due to the 

expectation of future legislation restricting the markup 

that the company can charge on its treatments. The 

stock price had decreased in September and has yet to 

seen a major back to where it was priced prior. Because 

of this, there is major upside and very little downside to 

the stock. 

The stock has a one-year target of $44.41 making it a 

BUY with an upside potential of 22%. 

 

Porter’s 5 Forces 

Threat of new entrants is low. The threat of new 

entrants is low because of the nature of the firms. A 

company trying to gain entry will need significant 

capital to purchase buildings and equipment to create 

the drugs for cancer patients. Furthermore, more 

capital will be needed because of patients that are 

associated with the biotech industry and to contract 

suppliers to gain the necessary ingredients for their 

drugs. Lastly, there is high government regulation to 

get these drugs sold on shelves. The drugs must go 

through different phases in the pipeline and get 

approval from the FDA for it to be distributed. 

The threat of substitution is low. NewLink Genetics 

also focuses on diseases that have very little cures. 

They created a cure for Ebola and are awaiting FDA 

approval for adjuvant treatment of patients with 

surgically resected pancreatic cancer. 

Bargaining power of customers is high. Though 

customers that are affected with illness that NLNK 

treats do not have many alternatives, the bargaining 

power remains in the insurance companies. Insurance 

companies set the rate that they will pay for cancer 

treatments. Also, there has been a push in politics for 

biotech companies to not have as high of markups. If 

legislation pass that puts a cap on the amount of 

markup that these companies can markup their 

products, this will further give bargaining power to the 

customers. 

Bargaining power of suppliers is neutral. NLNK 

currently have partnerships with other companies to 

help create their products through research and 

development. Though if they want to further the 

pipeline into a new disease that presents itself, similar 

to what lead them creating Ebola vaccines then they 

would need to partner with another company that has 

the ingredients needed. NLNK does have $200M in 

cash that they can use to partner with other companies 

if needed and gain more catalysts. 

Threat of rivalry is low. This is because NewLink 

Genetics has development drugs and treatments where 

there is little competition present and where it would 

hard for others to enter because of the barriers to 

entries that are presented.  

 

Industry Overview 

NewLink Genetics operates in what is called 

immunotherapy; it is a relatively new alternative to 

cancer treatments. Immunotherapy uses the body’s 

natural immune system to combat cancer cells. This is 

done by exposing the body to dead cancer cells to help 

trigger the body’s response and combat these cancer 

cells.  

NewLink has developed their immunotherapy called 

HyperAcute Cellular Immunotherapies. It is in its final 

stage of development and will treat prostate and renal 

cancers. Also in their pipeline are treatments for 

pancreatic cancer, NSCLC, and melanoma.  

What sets apart NewLink and has them set up to be 

the industry leader is the way they combat cancer cells 

using immunotherapy. Traditionally, patient’s tissues or 

cells were needed to create the vaccine that would be 

injected into the body. Instead, NLNK using tumor 

specific human cells that are have been lined with 

alpha-gal. The body’s immune system then attacks 

these tumor cells and triggers a response for the body 

to continue killing cancer cells. Because of this, it is 

easy to give the patients these cells as they are not 

patient specific but cancer specific. Lastly, it is believed 

that a stronger immune response will be triggered as 

NLNK uses who cells rather than cell fragments to 

trigger the immune response. 

 

Clinton Effect 

The stock had seen a huge drop in price in September 

where it fell from low-50s to mid-30s. This was due to 

Hillary Clinton wanting to reduce the markups that 
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companies have on their drugs. This decrease in price 

was a reaction to this news. This is a positive or 

NLNK as the huge drop in price was due to 

macroeconomics and was not industry specific.  

This creates an entry point for this stock because it can 

be considered undervalued. The stock currently reflects 

the decrease in revenues if legislation passes that 

Clinton and other members of the Democratic party 

currently want. The stock will be considered 

undervalued if a law restricting markups does not pass 

into legislation. This is because the revenues would 

remain constant if sales remain constant for the 

company.  

If a law does pass, there is still room for revenues to 

increase. This is because of an increase in revenues 

from potential products that NLNK currently have in 

their pipeline. If their revenues are restricted because 

they have to sell their current products for loss, they 

can make it up by selling new products. 

 

Pancreatic Cancer Treatment 

NewLink Genetics are awaiting FDA approval after 

completed enrollment in phase 3 of their drug, 

IMPRESS. This drug is used to target pancreatic 

cancer. This would be the first drug of its kind to treat 

pancreatic cancer. Getting FDA approved cause result 

in substantial revenue growth for the company.   

The growth for NLNK will be due to the amount of 

patients that are available for the drug treatment. In 

2015, it is estimated that there will be 49,000 new cases 

of pancreatic cancer. This new cases will result in 

around 40,500 deaths. Currently there are two routes to 

go for pancreatic cancer. They are surgical resection 

and chemotherapy. Out of these 49,000 new cases, 

only 15,000 will be eligible for surgical resection. This 

is due to pancreatic cancer being found in too late of a 

stage, making surgery impossible and not a reliable 

treatment.  

Since there are no reliable treatments, the one-year 

survivability for those at any stage is 26%. Going to the 

five-year survivability rate, that number decrease even 

further to 6% survivability for those with any stage of 

pancreatic cancer. Getting FDA approval for 

IMPRESS would be a major cancer breakthrough that 

is much needed. IMPRESS can treat those suffering 

with pancreatic cancer at any phase. This means they 

can capture market share from those who do not 

treatment because their pancreatic cancer has spread 

too far and for those who would be eligible for surgical 

resection. For those that will need chemotherapy, 

NLNK has PILLAR in the phase 3 of the pipeline that 

is for chemotherapy in pancreatic cancer. 

Despite advances in cancer research, mortality rates in 

those suffering with pancreatic cancer have remained 

unchanged over the last 30 years. Getting these 

treatments FDA approved could present major upside. 

 

Product Pipeline 

The two treatments that NewLink Genetics has in their 

pipeline are in the only ones in phase 3 but, they have 

other products in their pipeline. In phase 2 that have 

treatments that targeted the diseases of NSCLC and 

melanoma. Just finished up their phase 1 in the pipeline 

are treatments that cure prostate and renal cancer. 

Though these products will not be completed in the 

next year, their potential pipeline gives investors of 

growth for the future. The product that they currently 

have in the pipeline has relatively high demand due to 

the nature of the diseases they treat. They either cause 

high amounts of death or do not currently have any 

reliable forms of treatment. This will allow the 

company to grow and gain market share as their 

products are better than those on the market. Their 

products that treat cancer using their HyperAcute 

treatment is supposed to have a greater immune 

response which can be measured once its tested is 

completed. 

 

Treatments for New Diseases 

NewLink Genetics were the first ones to create a 

vaccine for Ebola with the partnering of Merck. Due to 

the outbreak of Ebola in the United States, there were 

a lot of companies competing to try and treat a vaccine 

for Ebola. The pairing of NewLink and Merck created 

a vaccine that was 100% effective in its field test. The 

vaccine was given to two tribes in Africa. The first had 

not been exposed to the virus yet; the other tribe had 

been exposed to the virus and was given the vaccine a 

few days later. The tribe that had yet to be exposed had 

zero people contract the virus. The second tribe only 

had sixteen members contract the virus. 

Though the stock price reflects the finding of the cure 

and the amount they sold it for in a contract, this 

shows that NewLink’s ability to find cures for diseases. 

Currently, they have $200M on their books in cash to 

purchase catalysts and to fund research and 

development of any treatments in areas that are 

needed. 

Conclusion 
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NLNK is considered a BUY because of the upside it 

currently has. NLNK have products in their pipeline 

for treatments that are currently needed. The stock 

price is currently undervalued due to speculation that 

legislation will be passed that limited markups on their 

treatments. Being on macroeconomic issue, this affects 

all biotech stocks. NLNK have much higher upside 

potential than downside which supports it of being a 

buy. 
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