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INITIATING COVERAGE 

Equity | Healthcare/ Biotechnology 

Pasithea Therapeutics Corp. 
(NASDAQ:KTTA, Target Price: $4.73) 
 

Investing in early-stage pharmaceutical and biotech firms is frequently compared 
to purchasing a lottery ticket. If they click, it results in a massive windfall for the 
investors, but there is usually a very high chance of failure. The problem with 
many of these development-stage pharma players is that their management is 
purely research-oriented, with no regard for the commercial aspect. Such 
businesses don't generate revenue for many years and are constantly raising 
funds, diluting investors' stakes. Furthermore, they face a high risk of failure in 
terms of regulatory approval of drug candidates and frequently go bankrupt if their 
candidates fail clinical trials. Pasithea Therapeutics is a rare exception to this rule. 
It is an early-stage biopharma company with a highly differentiated approach and 
has a completely upside potential from drug development coupled with consistent 
revenues from its intravenous ketamine infusion business. The company’s 
management is using its neuroscience know-how to generate revenue while also 
conducting drug research and development in the field.   

INVESTMENT THESIS 
This is our first report on Pasithea and we look to provide a detailed account of 
the various drivers that will be responsible for the company’s growth in the coming 
years. Pasithea Therapeutics raised its gross proceeds of $24 million in its recent 
public issue by offering 4.8 million shares at around $5 per share. However, its 
share price fell after it was listed, and it is now trading below the $3 mark. The 
company is far from the typical zero-revenue biotechnology companies as it has 
an ongoing ketamine infusion consultancy business whose revenue potential has 
not been factored by the market. Long-term investors can benefit greatly from 
Pasithea Therapeutics' drug development pipeline. Even investors with a 1 to 2 
year holding period can benefit from the company's ketamine business's rapid 
revenue growth. Baptista Research looks to evaluate the different factors that 
could influence Pasithea’ price in the near future and attempts to carry out an 
independent valuation of the company using a Discounted Cash Flow (DCF) 
methodology to determine a suitable price for the company’s stock. 

 

COMPANY OVERVIEW 

Pasithea Therapeutics is a biotech company focused on researching and 
developing innovative and effective treatments for one of the relatively unexplored 
spaces in clinical healthcare – brain disorders. Furthermore, the company intends 
to translate the research into clinic-ready drugs for the treatment of psychiatric 
and neurological disorders. Its biotech operations are focused on developing 
psychiatric drugs to treat the underlying causes of neuropsychiatric disorders, 
with the goal of developing novel pharmacological agents that offer significant 
efficacy and tolerability advantages over traditional therapies. It is currently 
developing a drug pipeline and will go through the standard Investigational New 
Drug application process. Besides, Pasithea Therapeutics' first set of therapies 
will take several years to commercialize. However, what distinguishes Pasithea 
from its competition is that it has a concurrent revenue stream in the form of 
intravenous ketamine infusions and related business support services to 
registered mental health clinics. Pasithea Therapeutics has already formed 
alliances with numerous clinics in New York, Los Angeles, and London, and it is 
expected to begin generating revenue in the coming quarter. The company is 
headquartered in Miami Beach, Florida. 

Key Report Highlights
Industry View: Attractive
Stock Rating: Buy
Price Target: $4.73
Current Price: $2.33
52-Week-Range: $2.33 - $4.19

Annual Income Statement 2020 2021E 2022E
Revenues 0.00 0.10 5.10
Cost of Goods Sold 0.00 0.05 2.85
Gross Income (excl. D&A) 0.00 0.05 2.25
EBITDA -0.01 -0.15 -0.30
EBIT (incl. extraordinary exp) -0.04 -0.18 -0.33
Net Income -0.04 -0.18 -0.33
Cash from Operations -0.04 -0.14 -0.25
Free Cash Flows 0.00 -0.01 -0.05

Growth & Margins 2020 2021E 2022E
Sales Growth NA NA 5000.0%
EBITDA Margin NA -150.0% -5.9%
EBIT Margin NA -180.0% -6.5%
Net Profit Margin NA -180.0% -6.5%

Valuation Ratios Current 2021E 2022E
EV/ Sales N.A. 390.5 29.9
EV/ EBITDA -1912.2 -260.4 -506.9
EV/ EBIT -478.1 -217.0 -460.9
Price/Earnings -484.1 -218.3 -462.3
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DRIVERS FOR GROWTH  

 

 

 

 

 

 

 

 

 

 

 

 

 

Anti-Depression Clinics 

• Pasithea is marketed as a development stage biopharma company, but it is not exactly a typical zero-revenue stock.  

• Moreover, secondary operations, which focus on providing business support services to anti-depression clinics across the United Kingdom 

and the United States, have a high potential revenue stream for the company.  

• The company provides business support services to registered healthcare providers in the United Kingdom who assess patients and, if 

necessary, administer intravenous ketamine infusions to assist patients with a variety of psychological issues.  

• In the United States, its operations include providing business support services to organizations that furnish similar services to patients who 

pay for those services themselves.  

• Pasithea intends to operate through partnerships with healthcare companies in order to keep operations lean and invest as little as possible 

in fixed costs.  



© 2021 – This report is produced by Baptista Research. Important disclosures appear at the back of this report. 3 | P a g e 

    
  November 12, 2021 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

Source: Pasithea Clinics Website 

• It is worth highlighting that Pasithea Therapeutics has already partnered with two healthcare clinics in London, Los Angeles, and New York 

for immediate exposure.  

• In addition, the management will support existing healthcare providers and anti-depression clinics, implying that the company will not be 

required to make large investments in setting up its clinics and will not face ketamine licensing issues.  

 

 

 

 

 

 

 

 

Source: Company Website 
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• The above snapshot indicates the locations of the various Pasithea clinics. The company’s UK operations will be handled by its fully owned 

subsidiary, Pasithea Therapeutics Limited, in collaboration with Zen Healthcare, a general practice group with two clinics in London.  

• Another thing to consider is that Zen Healthcare has a patient base of around 30,000, giving Pasithea Therapeutics a great start in terms of 

revenue in the UK.  

• The collaboration is expected to begin in the fourth quarter of 2022, and Pasithea is expected to generate a positive top-line by the end of 

2021. 

 

 

Drug Development Progress 

• This is a long-term benefit for Pasithea Therapeutics, but it is worth noting that the company is working to build a portfolio of novel drugs.  

• It is currently working on three drug candidates with commercial potential focused on neurological disorders and the neurobiology of 

psychiatric disorders.  

• The company's partnerships with CROs (Contract Research Organizations) are in a good place to carry out drug research and development.  

• Still, specific details about the drugs in the pipeline have not yet been disclosed.  

• All of the drugs in the pipeline are expected to be novel drug candidates rather than repurposed medications.  

• The company's first drug candidate is in the early stages of development.  

• Small molecule hits from a high throughput screen are evaluated and subjected to limited optimization to identify promising lead compounds.  

• Chemistry characterization, pharmacokinetics, compound metabolism, in vivo pharmacology, in vitro pharmacology, and safety assays are 

all part of this stage.  

• Candidates who pass this stage will be subjected to preclinical models of neurological and psychiatric disorders such as PTSD and 

schizophrenia.  

• According to management's estimates, the regulatory approvals process for its three lead candidate compounds will take approximately two 

years; thus, shareholders have a long-term upside.  

• The company's research is aimed at a variety of mental disorders, including anxiety, depression, schizophrenia, and others, with a combined 

addressable market of over $20 billion.  
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• There is little doubt that even minor success in clinical trials for its candidates would imply a firm acquisition by large pharma and biotech 

firms.  

 

Strong Macro For Ketamine Infusion 

• Ketamine is an FDA-approved medication that has been used as a surgical anaesthetic since the 1970s.  

• It has a wide range of robust applications in the antidepressant industry.  

• Ketamine is known to have properties that inhibit N-methyl-D-aspartate, a brain receptor that is activated by glutamate, a neurotransmitter 

with a potentially rapid and potent antidepressant effect on the human brain.  

 

 

 

 

 

 

 

 

 

Source: Company Website 

• As a result, ketamine has emerged as an alternative antidepressant therapy around the world.  

• According to FutureWise Research, the global resistant depression treatment market will be worth more than $1 billion by the end of 2026, 

with a CAGR of 3% from 2019 to 2026.  

• Furthermore, the ongoing rise in depressive disorders among the young population indicates a global need for novel depression treatments 

such as ketamine.  

• It is one of the reasons why intravenous ketamine infusion is so popular as a treatment for depression and PTSD.  
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• US FDA is also increasingly supporting ketamine, and thus it is evident that Pasithea Therapeutics will have a large number of ketamine-

administering clinics to serve in coming years.   

 

Experienced Management Team 

 

 

 

Source: Company Website 

 

• Dr. Tiago Reis Marques, a well-known psychiatric researcher with decades of experience in the biological mechanisms of depression, is the 

CEO of Pasithea.  

• Dr. Marques has nearly two decades of experience in neuroscience research and currently works as a fellow at Imperial College London and 

a lecturer at the Institute of Psychiatry, King's College London.  

• He is also a psychiatrist at Maudsley Hospital, which is consistently ranked as one of the world's top three psychiatric hospitals.  

• His research focuses on the mechanism of action of psychiatric medications as well as the identification of novel treatment targets.  

• He has co-authored international treatment guidelines and book chapters, including one in the leading book on the neurobiology of mental 

illness.  

• Another gem of this organization is Professor Lawrence Steinman, the Executive Chairman and Co-founder of Pasithea Therapeutics.  

• He is a neuroscience industry veteran and the Endowed Chair in the Neurology Department at Stanford University, who has founded several 

successful biotech companies and taken drugs to market.  

• He has also worked with several large multi-billion-dollar pharma and biotech companies and has controlled many key drugs right from the 

point of conceptualization and development across the US FDA approval phase to commercialization.  

• As He founded Stanford University's Steinman Laboratory, and his research focuses on the pathogenesis of autoimmune diseases, 

particularly multiple sclerosis (MS).   

• His lab was instrumental in developing the blockbuster drug Natalizumab (marketed as Tysabri), a treatment for multiple sclerosis with 

annual sales of approximately $2 billion.  
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• He was also the founder of Neurocrine Biosciences (NASDAQ: NBIX), a pharmaceutical company that went public in 1997 and has a market 

capitalization of more than $10 billion.  

• Furthermore, Dr. Yassine Bendiabdallah has been the company's Chief Operating Officer since March 2021 and is also a Co-Founder and 

Director.  

• He is the company's Head of UK Clinic Operations and will be responsible for driving revenue growth through the ketamine infusion 

business.  

• Dr. Bendiabdallah is functional medicine and bio-identical hormone therapy expert who has worked for several pharmaceutical companies as 

well as held a research position at University College London.  

• He has prior biotech and pharma startup experience with companies such as HelloDr, an online healthcare tech company, Androgenix 

Pharmaceuticals Ltd, and Zen Healthcare, where he is the co-founder and current managing director.  

• Zen Healthcare, which has several clinics and pharmacies in the United Kingdom, was Pasithea's first partner for ketamine infusion 

consultancy.  

• In addition, Dr. Bendiabdallah has a number of peer-reviewed publications in the anticancer research industry and has expertise in areas 

including age reversal therapies, functional approaches to medicines and intravenous micronutrient therapies.  

• Apart from the three medical research veterans, Pasithea's Board of Directors includes Simon Dumesnil, the company's financial brains, the 

Managing Partner and Director of Dunraven Capital Partners Limited.  

• Overall, Pasithea has a very well-rounded and strong management team. 
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FINANCIAL PROJECTIONS 

Annual Income Statement 2020 2021E 2022E 2023E 

Revenues 0.00 0.10 5.10 15.71 

Cost of Goods Sold 0.00 0.05 2.85 8.03 

Gross Income (excl. D&A) 0.00 0.05 2.25 7.68 

EBITDA -0.01 -0.15 -0.30 3.58 

EBIT (incl. extraordinary exp) -0.04 -0.18 -0.33 3.55 

Pretax Income -0.04 -0.18 -0.33 3.55 

Net Income  -0.04 -0.18 -0.33 3.55 

Earnings Per Share 0.00 -0.01 -0.02 0.24 
 

• Pasithea has been a typical zero revenue company so far but the situation is expected to change from Q4 of 2021 with the company’s Zen 

Healthcare tie-up in place. 

• We expect the company to report a positive top-line for Q4 2021 and start off generating more than $1 million in revenues in each quarter of 

2022. 

• It is possible for the company to cross the $10 million revenue threshold in 2022 itself given the vast spread of the clinics and the excellent 

macro for the ketamine infusion business but we assume a much lower number in 2022 on account of conservatism. 

• The ketamine infusion business is a high margin business with gross margins above 50%. Pasithea has nominal indirect expenses and the 

only indirect costs are those going into drug development.an 2020 and 2019. It is expected to maintain this margin for the coming years. 

• Its EBITDA has been negative for the past years but we expect the company to be close to an EBITDA-level break even in 2023 and 

hopefully a strong EBITDA margin starting 2023. 

• The company should end 2023 much higher than 2022 as the ketamine business can generate revenues in excess of $20 million in 2 years. 

 

Balance Sheet 2020 2021E 2022E 2023E 
Net Intangible Fixed Assets 0.00 0.10 0.12 0.20 
Net Tangible Fixed Assets 0.00 0.00 0.00 0.00 
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LT Investments 0.00 0.00 0.00 0.00 
Inventories 0.00 0.00 0.00 0.00 
Accounts Receivable 0.00 0.01 0.51 1.57 
Cash and ST Investments 0.24 0.24 0.46 1.57 
Other Current Assets 0.00 0.00 0.00 0.00 
Other Assets 0.00 0.00 0.00 0.00 
Total Assets 0.25 0.35 1.09 3.34 
Equity & Minorities 0.24 0.35 0.46 1.38 
LT Debt 0.00 0.00 0.00 0.00 
Other LT Liabilities 0.00 0.00 0.00 0.00 
ST Debt 0.00 0.00 0.00 0.00 
Accounts Payable 0.01 0.00 0.64 1.96 
Other ST Liabilities 0.00 0.00 0.00 0.00 
Total Liabilities 0.01 0.00 0.64 1.96 
Shareholders' Equity + Liabilities 0.25 0.35 1.09 3.34 

 

• Pasithea has a limited base of tangible fixed assets and the value of intangibles might grow slightly on account of R&D capitalizations as it is 

continuously investing in building its intellectual property.  

• Since the ketamine infusion business is pure consultancy with no real dedicated fixed asset investments, the fixed asset turnover ratio is not 

relevant. 

• Pasithea has a decent liquidity i.e. cash and short term investments and its revenues from ketamine infusion should finance the drug 

development and research. 

• We have assumed industry standard ratios with respect to receivables turnover and payables turnover in order to forecast the company’s 

working capital situation. The company's long-term debt is zero and we don’t expect the management to raise funds through debt.  

• We forecast the fixed asset base follow a consistent turnover ratio over the years. Long term investments are zero. The average collection 

period of the company is not expected to change much as the credit policy of the management with respect to its products should remain 

consistent. 

• Given the fact that Pasithea is expected to turn EBITDA positive soon, it does provide the company with a certain amount of leeway to raise 

funding through debt to finance its growth and improve the Return on Equity of its shareholders through this financial leverage.  

 

Cash Flow Statement 2020 2021E 2022E 2023E 
Net Income  -0.04 -0.18 -0.33 3.55 
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+ Depreciation & Amortization 0.00 0.03 0.03 0.03 
+/- Change in Working Capital 0.00 -0.01 -0.51 -1.57 
+/- Deferred Taxes and Others 0.00 0.02 0.56 0.60 
Cash Flow from Operations -0.04 -0.14 -0.25 2.61 
Net Capex 0.00 -0.01 -0.05 -0.16 
Other Investment Cash Flow items 0.00 0.00 0.00 0.00 
Cash Flow after Investments 0.00 -0.01 -0.05 -0.16 
Free Cash Flow -0.04 -0.15 -0.30 2.46 
Dividends Paid 0.00 0.00 0.00 0.00 
Others (incl. Capital Increase etc.) -0.20 0.15 0.07 -3.56 
Change in Net Debt -0.24 0.00 -0.22 -1.11 

 

• Pasithea is expected to have low non-cash expenses in the form of depreciation as the value of its fixed assets is relatively low. This might 

grow in the years to come with the fixed assets growing simultaneously along with the turnover 

• The company is expected to follow a standard payment period for its payables as well and the working capital changes are not expected to 

impact the overall cash flow from operations significantly in the coming years with an EBITDA-to-Operating-Cash-Flow conversion rate more 

than 80% for the coming years.  

• Investments in capex are also expected to be in the form of R&D capitalizations. No dividend payouts are expected as the company is 

expected to invest its positive bottom-line in further growth. 

• In this way, Pasithea is expected to generate strong free cash flows which is a major green flag for a micro cap of its size. 

 

Growth & Margins 2021E 2022E 2023E  

Sales Growth 0.0% 0.0% 208.0%  

EBITDA Margin -150.0% -5.9% 22.8%  

EBIT Margin -180.0% -6.5% 22.6%  

Net Profit Margin -180.0% -6.5% 22.6%  

     

     

     

     

Leverage Ratios 2020 2021E 2022E 2023E 
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Net Debt/ Equity -1.0 -0.7 -1.0 -1.1 

Net Debt/ EBITDA 24.0 1.6 1.5 -0.4 
     

     

     

     

Operating and Performance Ratios 2020 2021E 2022E 2023E 

Receivables Turnover NA 10.0 10.0 10.0 

Fixed Asset Turnover NA 1.0 42.5 78.5 

Total Asset Turnover 0.0 0.3 4.7 4.7 

Return on Assets -16.7% -51.4% -30.2% 106.3% 
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• The receivables turnover helps quantify a company's effectiveness in collecting the money owed by clients and demonstrates how well it 

uses and manages the credit it extends to customers.        

• The inventory turnover shows the number of times a given company has sold and replaced inventory during the year and is an indicator of 

how many days of working capital is blocked in inventory.        

• The inventory days ratio is not applicable for an emerging   

• The accounts payable turnover is a short-term liquidity measure used to quantify the rate at which a company pays off its suppliers. It shows 

how many days of credit a company gets from its suppliers.        

• As per the days payable, the company takes an average period of 13.5 days to pay off its creditors which appears to be reasonable. 

• The fixed asset turnover ratio measures how well a company generates sales from its tangible as well as intangible fixed assets. The higher 

the ratio, the greater the company’s efficiency to its assets to generate revenues.        

• Pasithea's fixed assets turnover ratio of 2.0 has increased in 2020 indicating that the company is generating greater revenues from its fixed 

assets.        

• The total asset turnover ratio measures the value of a company's sales or revenues relative to the value of its assets. The higher the asset 

turnover ratio, the more efficient a company is, with respect to using its assets to generate revenues.      

• Pasithea's total assets turnover has decreased to 1.6 in 2020.       t. 
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DISCOUNTED CASH FLOW (DCF) VALUATION 

Key DCF Assumptions   

WACC 19.6% 

CoD 0% 

CoE 19.6% 

Market Rate 6.0% 

Risk Free Rate 1.6% 

Beta 3.00 

Perpetual Growth Rate (g) 15.0% 

Terminal Value 54 

Tax Rate 0.0% 

 

• For the purpose of carrying out the discounted cash flow valuation of Pasithea, we have used the standard capital asset pricing model 

(CAPM).  

• We have used a 6.0% equity market risk premium based on the S&P 500 returns for the past 5 years, which has recently dropped owing to 

the COVID-19 situation. The risk-free rate has been assumed as the 10-year U.S. Treasury Yield Constant of 1.6%.  

• The company’s stock has limited volume so the data available is insufficient to calculate an accurate beta value so we use a highly 

conservative approach and apply a beta of 3.0 which is on the higher side indicating a high level of volatility as is usually the case with 

microcap stocks.  

• This is used in order to arrive at the cost of equity (CoE) of 19.6% which appears reasonable for a fast-growing biotech company like 

Pasithea. Based on the company’s long-term debt and interest payments, the cost of debt is 0%. 

 

EV and Market Cap 2020 2021E 2022E 2023E 
Price ($) 2.33 4.73 11.33 22.33 
Total Market Cap (millions) 19.36 39.29 152.98 324.73 
Net Debt -0.24 -0.24 -0.46 -1.57 
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Enterprise Value (millions) 19.12 39.05 152.51 323.16 
 

 

• After incorporating the CoE and the CoD and average tax rate of 0%, we arrive at a Weighted Average Cost of Capital (WACC) of 19.6%.  

• The terminal value is a key component of any DCF valuation as it accounts for the largest chunk of the total projected value of the company. 

There are a number of methodologies used to determine the same such as the perpetual growth rate method or the multiples method.  

• In this case, we have gone ahead and assumed the terminal value using a perpetual growth rate (g) of 15% for the forecasted cash flows of 

2021 given the huge potential of the company’s ketamine and drug businesses. 

• This results in an EV/Sales multiple of 20.6x for the terminal year of 2023 which is quite reasonable given the high growth prospects and 

strong profitability of Pasithea. 

 

 

Valuation Ratios 2020 2021E 2022E 2023E 

EV/ Sales N.A. 390.5 29.9 20.6 

EV/ EBITDA -1912.2 -260.4 -506.9 90.2 

EV/ EBIT -478.1 -217.0 -460.9 91.0 

Price/Earnings -484.1 -218.3 -462.3 15.1 
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• After applying the discount rate (WACC) of 19.6%, we arrive at a price target of $4.73 for 2021. 

• Our target price at the end of 2022 is $11.33 and for 2023 is $22.33 which implies a total appreciation of more than 10x in the coming 3 

years in the stock price and implies a fantastic return for investors. 

• During this phase, we see the EV/ Revenues falling to 20x. The EV/EBITDA will turn positive in 2023 as the company will turn fully profitable 

given the fact that market is expected to recognize the high potential of Pasithea after a string of strong results resulting in multiples 

expansion.  

• We foresee a continuing fall in the Net Debt levels as we forecast the management to generate strong positive cash flows from 2022 

onwards and have a rapidly increasing EBITDA. 
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KEY RISKS 

• It is important to highlight the key risks associated with an investment in Pasithea as well as the inherent risks associated with the financial 

projections and price forecasts presented in this report.  

• To accommodate growth and compete effectively, the company will need working capital to develop additional procedures and controls and 

increase, train, motivate and manage its work force.  There is no assurance that the company will generate revenues from its prospective 

ketamine infusion partners and be able to capitalize on additional partnerships. 

• The company has a very limited operating history. As a result, many potential investors find it difficult to evaluate its business prospects and 

management.  

• Since their inception, they have financed their business operations by selling their common stock, experiencing losses from the beginning of 

2019 to the end of 2020. Moreover, Pasithea needs to raise additional funds to run its future business operations.  

• It is likely that the management encounters unforeseen expenses, complications, delays, and other unknown factors that can increase its 

capital needs leading to a rapid cash expenditure. Hence, there are no assurances that future funding will be available on favorable terms or 

at all.  

• According to their prospectus, if the management fails to raise additional capital, they may need to reduce, defer, curtail or cease their 

operations. 

• Furthermore, Pasithea cannot assure that it can effectively manage its business expansion or facility, management, and procedures in the 

future. These factors can adversely affect the company's future growth, financial conditions, and operational results. 

• In addition to requiring additional financing to fund capital expenditures, the company may require additional financing to fund working 

capital, research and development, sales and marketing, general and administrative expenditures and operating losses. The incurrence of 

debt creates additional financial leverage and therefore an increase in the financial risk of the company’s operations. 

• The company’s ability to continue as a going concern is contingent upon the ability to raise additional capital through the sale of securities 

and incurrence of debt. Additionally, the future capital requirements of the company depend on many factors including the rate of revenue 

growth, selling price of the products and research and development efforts which raise substantial doubt about Pasithea’s ability to continue 

as a going concern.  

• It is worth highlighting that the extent to which Covid-19 impacts the financial results of the company is highly uncertain and could 

significantly disrupt the operations including sales, manufacturing and supply chain-related activities. It could also result in social, economic, 

and labor instability in the countries where the customers and suppliers operate. 

• If management is unable to proceed with drug commercialization while generating simultaneous revenues from the ketamine infusion 

business effectively, it will have a negative impact on their business and operations.  
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• There is no guarantee that the company will generate revenue from its prospective ketamine infusion consulting services sales. 

Management may be unable to successfully implement and execute their business strategies, operating plans, and growth initiatives.  

• If management fails to effectively manage their growth and organizational change, it may harm their business and operational results.  

• Moreover, If the company fails to commercialize its drug candidates in the coming years as well as if clinical and preclinical trials fail, it may 

lose its competitiveness. As a result, their revenue and operating results may suffer.  

• Pasithea Therapeutics may go on to rely on third-party providers such as contract research organizations (CROs) to advance drug 

candidates. Thus, any change in contractual relationships or disruption in service provided by these third-party service providers may have a 

negative impact on them and subject them to liability.  

• Proper use and protection of their intellectual property, as well as non-infringement of third parties' intellectual property within the US and 

other countries where Pasithea Therapeutics intends to expand, are important for their business to succeed.  

• There could be a significant dilution and loss of value of their equity shares as the company may require regular infusions of funds through 

equity issuances to fund their research for the next two years.  

• Furthermore, the management must comply with significant and complex government regulations, which may cause the commercialization of 

its drug candidates to be delayed or prevented.  

• They cannot guarantee that their drug candidates will receive regulatory approval or that clinical study results will be favorable. Its product 

candidates' preclinical and clinical studies may not be successful.  

• It is worth highlighting that if Pasithea is unable to generate successful results from preclinical and clinical studies of its product candidates 

or experience significant delays in doing so, its business may be materially harmed. Even if the management achieves positive results from 

preclinical testing of products, this may not indicate the outcomes of its planned clinical trials in humans.  

• Many pharmaceutical and biotechnology companies have experienced significant setbacks in clinical trials after achieving positive results in 

preclinical development, and the Pasithea management cannot be certain that they will not experience similar setbacks.  

• Preclinical and clinical data are frequently subject to differing interpretations and analyses, and many companies that believed their product 

candidates acted satisfactorily in preclinical reports and clinical trials were denied FDA approval.  

• And therefore, if Pasithea Therapeutics fails to achieve positive clinical trial results, the development timeline, regulatory approval, and 

commercialization prospects for its products, as well as its business and financial prospects, will be materially harmed.  

• The development of drug candidates requires a substantial investment in R&D. Pasithea Therapeutics' R&D expenses, in turn, vary 

depending on a variety of factors, many of which are beyond its control.  

• A significant increase in R&D expenses could have a material and negative impact on the company's results of operations.  
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• Furthermore, efforts by the government and third-party payers to contain or reduce healthcare costs may have a negative impact on the 

company's revenues, even if they develop an FDA-approved drug. Unexpected expenses, complications, delays, and other unknown factors 

will likely increase the management's capital requirements, resulting in rapid cash expenditure. As a result, there is no guarantee that future 

funding will be available on favorable terms, if at all.  

• Global economic, political and other conditions may adversely affect trends in consumer, business and government spending, which may 

adversely impact the demand for Pasithea’s services and its revenue and profitability. 

• Another one of the biggest risks to Pasithea's model is the fact that the company’s top-line growth is assumed to be consistently growing by 

a certain rate in the model. There is a possibility that this assumption might not hold true if the COVID-19 situation persists for too long. With 

respect to our price projection, we would like to clarify that the valuation of Pasithea in this report is specific to the date of the analysis i.e. 

09th November 2021. 

• We must emphasize that the projected valuation and the share price of Pasithea are dependent on the realization of the revenue growth, 

free cash flows and the other assumptions taken into account. Our analysis cannot be directed to providing any assurance about the 

achievability of these financial forecasts. There is a possibility that the actual results of the company are different from the projected results 

as a result of unexpected events and circumstances such as the realization of the threats mentioned in the paragraph above. Lastly, we 

would like to clarify that we had no interaction with the management of the company and they did not comment on the achievability or the 

reasonableness of the assumptions underlying the financial forecasts. Please check out our detailed disclosures at the end for further 

details. 

 

  



© 2021 – This report is produced by Baptista Research. Important disclosures appear at the back of this report. 19 | P a g e 

    
  November 12, 2021 
 
 
 
 

 

ANALYST RATINGS 

• Buy: Expected to outperform market over next 6 to 12 months. Minimal risk to fundamentals and valuation. Good long-term investment. 

• Outperform: Expected to outperform the market over next 6 to 12 months but there is a moderate risk to fundamentals and valuation. 

• Sell: Expected to significantly underperform the market over next 6 to 12 months. There is a strong likelihood of the security delivering 

negative returns and a very high risk to fundamentals and valuation. 

• Underperform: Expected to underperform the market over next 6 to 12. There is a moderate to high risk to fundamentals and valuation. 

• Hold: Expected to perform in line with the market over next 6 to 12 months. However, there is a moderate to high risk to fundamentals and 

valuation. 

 

ANALYST INDUSTRY VIEWS 

• Attractive: The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 

relevant broad market benchmark, as indicated below. 

• In-Line: The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the 

relevant broad market benchmark, as indicated below. 

• Cautious: The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the 

relevant broad market benchmark, as indicated below. 

• Benchmarks for each region are as follows: North America - S&P 500; Latin America – MSCI EM Latin America Index; Europe – MSCI 

Europe; Japan - TOPIX; Asia - relevant country index or sub-regional index. Please contact us to know the relevant index in case it is not 

specified in the report. 
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DISCLOSURES 

This report has been prepared and distributed by Baptista Research (“Baptista Research”, “its”, “our”) , in collaboration with Salesparq, LLC and it 

is for informational purposes only and does not constitute an offer, solicitation or recommendation to acquire or dispose of any investment or to 

engage in any transaction. Key statistical data, historical data, and price-volume information is sourced from the sources mentioned above which 

are considered reliable sources. This report is based on publicly-available information about the featured company(s) which Baptista Research 

considers reliable, but Baptista Research does not represent that it is accurate or complete, and it should not be relied upon as such. All 

information contained in this report is subject to change without notice. The forward-looking information in the analysis is based on subjective 

assessments about the future, which constitutes a factor of uncertainty. Baptista Research cannot guarantee that forecasts and forward-looking 

statements will materialize. Investors shall conduct all investment decisions independently. This analysis is intended to be one of a number of 

tools that can be used in making an investment decision. All investors are therefore encouraged to supplement this information with additional 

relevant data and to consult a financial advisor prior to an investment decision. Accordingly, Baptista Research accepts no liability for any loss or 

damage resulting from the use of this analysis. 

This report is not disseminated in connection with any distribution of securities and is not an offer to sell or the solicitation of an offer to buy any 

security in any jurisdiction where such an offer or solicitation would be illegal. This report neither constitute a personal trading recommendation 

nor take into account the particular investment objectives, financial situation or needs of the recipients of this report, and does not provide all of 

the key elements for any user to make an investment decision. Nothing in this report constitutes investment, legal, accounting or tax advice or a 

representation that any investment or strategy is suitable, appropriate to your individual circumstances, or otherwise constitutes a personal 

recommendation to any party. Baptista Research does not offer advice on the tax consequences of investment and readers are advised to 

contact an independent tax adviser. Recipients should consider whether any information in this report is suitable for their particular 

circumstances, review the company’s filings and, if appropriate, seek professional advice, including tax advice. 

Investors need to be aware of the high degree of risk in small-cap, mid-cap, and micro-cap equities. The price per share and trading volume of 

the company(s) in this report may fluctuate and Baptista Research is not liable for these inherent market fluctuations. Past performance is not a 

guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Certain transactions, including those 

involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Baptista Research and its 

owners, analysts, employees, contractors or interns accepts no liability whatsoever for any direct or consequential losses, loss of profits, 

damages, costs or expenses incurred or suffered by the recipients of this report, arising out or in connection with the access to, use, misuse of or 

reliance on any information contained in this report. 

Baptista Research is an equity research focused firm but it is not a FINRA registered broker/dealer or investment advisor and does not provide 

investment banking services. Baptista Research and its owners, analysts, employees, contractor or interns do not have any long/short equity 

position of the shares of the companies covered in this report. It is worth highlighting that Baptista Research has been hired by third parties 

engaged by the company covered in the report as a part of their online awareness and visibility program, of which this report is a part, for which 

Baptista Research has been duly compensated. Baptista Research has a restrictive policy relating to personal dealing and conflicts of interest. 

Baptista Research does not receive any equity securities from the featured companies nor do its owners, analysts, employees, contractors or 

interns. Further, its owners, analysts, employees, contractors or interns do not engage in purchasing or selling the securities of any featured 

companies at any period beginning 72 hours following the public release of the report and until at least 72 hours after the report is released to 

general public, via electronic distribution. 



© 2021 – This report is produced by Baptista Research. Important disclosures appear at the back of this report. 21 | P a g e 

    
  November 12, 2021 
 
 
 
 

 

This report may not be altered, copied, reproduced, redistributed or published in electronic, paper or other form for any purpose without the prior 

written consent of Baptista Research. Baptista Research and its owners, analysts, employees, contractor and interns accept no liability 

whatsoever for any direct, indirect or consequential loss arising from any inaccuracy herein or from any use of this report or its contents. 

Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will attract penalty. Baptista Research and its owners, 

analysts, employees, contractors or interns accepts no liability whatsoever for the actions of third parties. Baptista Research and its owners, 

analysts, employees, contractors or interns makes no representations or warranties whatsoever as to the data and information provided in any 

third party referenced website and shall have no liability or responsibility arising out of, or in connection with, any such referenced website. 

Accessing third party portal or website is at your own risk. Additional information regarding this research publication will be furnished upon 

request. 


