
 
    

 

 

Company Description:  Ligand Pharmaceuticals is a biopharmaceutical company focused on 
developing or acquiring technologies to discover and develop new medicines that help 
pharmaceutical companies. With a very unique business model, their goal is to provide investors 
an opportunity to participate in the biotech industry, with diversification across the healthcare 
sector and a lower-risk business style. Ligand focuses on drug discovery, early-stage drug 
development, product reformulation, and partnering. Currently, we have partnerships with some 
of the top pharmaceutical companies, leveraging what they do best, which is late-stage drug 
development, regulatory management and commercialization.  

 

BUY 
Current Price: 

       $138.63 

Target Price: 

       $168.00 

Market Cap: 

       $2.9B 

Beta:  

       1.01 

P/E:                                                                     

.                 367.00 

Gross Margin:                    

.                 95.61% 

 

 

 
 

 

Thesis: Ligand Pharmaceuticals is a 

differentiator within the healthcare market keeping 
their costs low and their royalties high. By licensing 
their technologies and drug development expertise 
they reap the benefits of their partners while they 
stick to their specialties. While they recently 
reported recorded revenue performance for their 
three staple drugs, they also have had a large 
number of drugs pass through the FDA process.  
 
 
 
 
 

Catalysts: Forward looking projections that call 

for positive/negative outlook that will strengthen 
your thesis. Example: 

 Short Term (within the year): Partnership 
with Melinta Therapeutics just got FDA 
approval of new drug Baxdela to treat skin 
infections.  

 Mid Term(1-2 years): Currently have 6 drugs 
pass phase I within the FDA clinical 
process. 

 Long Term (3+): With a large and diverse 
portfolio Ligand currently has 155 products 
pumping through the FDA process, as well 
as international market gains.  

 

October 4, 2017 

Ligand Pharmaceuticals: LGND  
Hunter Sanna 

Sector: Health Care 
Industry: Biotechnology 
Current Price: $138.63 
Target Price: $168.00 
 



 
    

 

Earnings Performance: 
 Ligand has been excelling in totaling revenues for the six months ended June 30, 2016 totaling $57.3 

million, compared to $49.2 million in the same period for 2016. Royalties, which make up 54.5% of their total 

revenue, were up 38.4 million compared to $24.1 million in the same period. This increase off 59% was due 

to higher royalties from their three key products; Promacta, Kyprolis and EVOMELA. Ligand lagged in 

material sales of $6.7 million, compared to the previous periods with $9.2 million. The main driver for this 

decrease was a timing issue with their product Captisol. Licensing fees, milestone payments and other 

revenues were at $12.2 million, which was down $3.6 million from the previous quarter. This decrease was 

also due to timing of milestones and licensing fees earned. These decreases were mainly because of poor sales 

within the first quarter, which has a negative correlation to Ligands business structure. Although they offer a 

low risk alternative to the pharmaceutical industry, they only do as well as their partnering companies. The 

three top companies for Ligand posted poor results, which lead to a lagged first quarter.  

 

 
In the second quarter of 2017, Ligand posted great numbers with total revenues at $28 million, 

compared to quarter two in 2016 which resulted in $19.5 million. The partnering companies for Ligand made 

a huge gain in their sales which lead to a royalty income of 14.2 million, up from the same period last year 

which resulted in 9.8 million. This increase of 46% was due to the total sales of these drugs broke record 

numbers, and because of the cost structure of these royalties, the more sales the partnered company does the 

higher royalty Ligand gets paid. Material sales were $5.6 million compared to the same period which was $3.9 

million. The main driver for this growth was the timing of Captisol purchases for use in clinical trials and 

commercial products. Licensing fees, milestones, and other revenues posted $8.2 million, compared to $5.9 

million in the same period for 2016. 

   

 
 Ligand has been increasing in their growth for the three years shown, with strong projects heading 

into the next two quarters of 2017. Ligand has done a great job of acquiring companies to add on top of their 

diverse portfolio of technologies to continue to be innovative and gain more partnerships. If quarter three 

and four do relatively well for Ligand, they can easily beat their estimates for their fiscal year, but it all 

depends on the sales of their key products.  

 

 

 

 



 
    

 

 

 

Business Overview: 
Ligand pharmaceuticals has a very unique structure compared to the rest of the pharmaceutical 

industry because they focus on what they do best which is drug discovery, early-stage drug development, 

product reformulation, and partnering. Their main revenue stream comes from partnering with major 

pharmaceutical company and diversifying their portfolio of partnership across a wide variety within the 

pharmaceutical industry. Their current portfolio consists of partnerships with big pharma (14), specialty 

pharma (12), generics (8), and biotech companies (49). Through these partnerships, Ligand licenses their 

technologies and expertise in drug development to reap the benefits of the sales of the drugs they help 

develop through royalties. The royalties vary based on drug, and the sales of these drugs, therefore the more 

drugs the partnering companies sell, the more revenue the company takes in. This provides a distinctive 

structure to the pharmaceutical industry because they provide low cost substitute to the volatile and high debt 

industry. Where most big pharma companies spill a ton of costs into research and development of these 

drugs, Ligand takes a low risk approach by partnering with these companies and reaping the benefits when 

the partners perform well.  

 Currently the average royalty Ligand makes on each drug that is marketed is approximately 4.5% 

when the partners produce the worst sales. The structure to the royalty breakdown is steadily increasing as the 

sales of these products go up. Along with the licensing fees, Ligand structures these partnerships to have 

milestone payments that occur when drugs make it through each phase of the FDA trail process. This 

structure takes out some of the risk associated with drug development, due to the long drawn out process 

with the FDA and the low rate of success each drug has. So, as each drug passes through the FDA phases 

Ligand gets paid a milestone payment which in turn makes the upside potential for Ligand to increase their 

revenue.  Within the FDA development process, the overall success rate for a drug to pass all approval 

processes is 8%, which is an extremely low probability to capitalize on the sales of a product. The final 

revenue driver for Ligand is the sale of the flagship product Captisol. Captisol is Ligand’s patented protected, 

uniquely modified cyclodextrin, with a chemical structure that was rationally designed to enable creation of 

new products by significantly improving solubility, stability, bioavailability, and dosing of active 

pharmaceutical ingredients. This is a highly used product within the develop mentation and the 

commercialization of different drugs. It currently has a excellent safety recorded and delivery method is 

extremely efficient relative to not using this chemical structure.  

 

 

 

 

 

 

 



 
    

 

Company Portfolio: 

 Ligand currently has 14 

commercialized products that 

generates revenue from. Although 

they have 14 products, their three 

high growthest products, which 

make up a majority of their business 

are, Promacta, Kyprolis, and 

EVOMELA. With many drugs being 

poured through the FDA pipeline 

Ligand has a strong chance of high 

growth within the future. Their 

current business model is stated as a 

“high shots-on-goal” business model, which has increase from 60 to 155 within the past five years. Their 

ideology behind this model is that due to the low success rate within the FDA, the more drugs they have, the 

higher probability that a few of these drugs will pass the screening process. With this business model the 

company creates strong financial leverage using this model because they only aid the pharmaceutical 

companies in developing these drugs, so they aren’t sinking a large amount of capital in research and 

development.  

  Within Ligands current portfolio, they have 

155 fully funded drugs that are within the FDA 

process or in the pre-clinical phase. Besides their 14 

commercialized drugs, they have three drugs in the 

regulatory submission phase, seven drugs within 

phase three, twenty-one within phase two, twenty-

seven in phase one, and forty-nine in the preclinical 

phase.  

  

 

 

 

 

 

  

 



 
    

 

 

 

Ownership Summary: 

 The majority of the holders within Ligand are Investment advisors, more specifically, Blackrock and 

Vanguard group. Blackrock is a standout owner holding about 12% of the overall shares. Ligand has about 

21.1 million shares outstanding and has a very low insider holding at 2.59%. Investment managers have also 

been adding this company to their portfolios within the month, while hedge funds are selling their positions. 

 

 

  

Industry Outlook: 

 As the baby boomer generation continues to age, more problems will arise within their health. With 

that being said, when people have health problems doctors tend to prescribe medicine to treat the disease or 

one can increase their longevity. Currently 90% of those aged 65 and older take at least one drug per week, 

and within that same age group about 40% takes at least five different drugs per week. As this generation gets 

older and we have more advancement within the pharmaceutical sector there will be more drugs to prescribe 

to a more diverse crowd. Currently the baby boomer generation makes up 20% of the American population. 

Sick people do not care how the economy is doing and millions of drugs are prescribed each day therefore, 

the pharmaceutical sector offers a potential upside even in downward economies. On average, the biotech 

industry is expected to grow at an annual rate of about 16%.  

 Currently there is an active price war with pharmaceuticals in which many companies have given in 

and reduced their price, while some companies have given a more value based pricing. The big pharma 

companies who have decreased their price hope to target a larger volume in sales, which would make up for 

the value based pricing technique that has been used for so many years. Along with these costs the healthcare 

industry will continue to converge with technology, increasing overall drug development and cheaper options 

to create these drugs. Another driver for the pharmaceutical industry would be specialized marketing in the 

most recent year. In 2015, 45 novel drugs were being marketed, but in 2016 it took a large drop and went 

down to 22 drugs, which means these companies are taking a narrow approach to concentrate these cost and 

create revenues more efficiently.  

 



 
    

 

 

Conclusion:  

 With solid margins and a very unique business structure, Ligand is a differentiator within the 

healthcare sector. With leading industry technology and partnering with some of the best big pharma 

companies, I believe that this company has a very high potential to grow. I currently have faith that Ligand is 

fairly priced, but with a merger of Crystal Bioscience, their antibody technologies will only get better and 

more companies are going to be working with them in the future. Their partnering companies have also been 

performing exceeding well, especially in sales which has a direct correlation with Ligands revenue.  

 

 

 



 
    

 

 

 


