
Investment Bets On Antibiotics To Help  
Invigorate Investor Portfolios 

Antibiotics are back in the news 

headlines, winning fresh atten-

tion mainly because of the latest 

discoveries – and some over-

looked investment opportuni-

ties. 

For years researchers have been 

warning about the growing 

threat of “antibiotic resistance,” 

when bacteria changes into so-

called “super-bugs” that are im-

pervious to existing antibiotics. 

The worry is that common in-

fections and minor injuries 

which have been treatable for 

decades may now be very dan-

gerous again to public health. 

“Currently there’s a worldwide 

public health crisis as resistant 

bacteria or ‘superbugs’ have got-

ten out ahead of the antibiotics 

available to treat them, exacer-

bated by a dearth of new classes 

of available antibiotics as most 

antibiotics approved in the past 

30 years are new generations of 

existing, very old classes of anti-

biotics,” says David P. Luci, 

president and chief executive of 

Dipexium Pharmaceuticals in 

New York. And some antibiot-

ics, he adds, aren’t effective at 

all against the so-called super-

bugs. Dipexium is among small 

biotech companies developing 

new antibiotics to combat super

-bugs. 

The warning is now being heed-

ed. The Center for Disease Con-

trol (CDC) and the World 

Health Organization have pub-

lished separate reports warning 

about “catastrophic conse-

quences” if urgent action 

against the problem is not tak-

en. Recently, President Obama 

signed an executive order creat-

ing a national task force to tack-

le the “public health crisis” of 

antibiotic resistance. Recent re-

ports indicate that bacterial in-

fections may become as equally 

dangerous as cancer as a leading 

cause of death in the U.S. by 

2050. 

In the Senate, Senator Michael 

Bennett (D-Co.) has re-

introduced legislation, co-

sponsored by Sen. Orrin Hatch 

(R-Utah), titled “Promise for 

Antibiotics and Therapeutics for 

Health Act,” that would hasten 

approval of new antibiotic treat-

ments. The bill would accelerate 

approval of new antibiotic prod-

ucts that address unmet medical 

needs for life-threatening condi-

tions. 

Not surprisingly, the pharma-

ceutical industry has been alert 

to the problem, prompting sev-

eral major pharmaceutical gi-

ants to acquire companies that 

in the midst of developing new 

late-stage antibiotic products. 
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In February 2014, Actavis (ACT) 

announced the acquisition of 

Forest Laboratories for about 

$25 billion in cash and stock, 

and in November 2014 also ac-

quired Durata Therapeutics 

(DRTX), which produces antibi-

otic drugs, for over $800 mil-

lion. These purchases were pre-

ceded by Cubist Pharmaceuti-

cals’ (CBST) acquisition in July 

2013, of Trius Therapeutics for 

approximately $820 million. 

Merck (MRK), not to be undone 

in the renewed pursuit of more 

antibiotic products, announced 

in December 2014, its plan to 

acquire Cubist, a leader in anti-

biotics, for $8.4 billion. 

And in Europe, Swiss pharma-

ceutical giant Roche (RHHBY) 

recently started its own research 

group focused on resistant bac-

teria, while the U.K.’s Glax-

oSmithKline (GSX) announced 

in May 2013 that it will get 

funding of $200 million from 

the U.S. government for its anti-

biotics programs. At Roche, at 

least half a dozen of the compa-

ny’s arsenal of products are 

treatments for infections. 

Pharmaceutical stocks have per-

formed well and modestly out-

performed the market in the 

past two years, including Ac-

tavis, whose stock has leaped to 

$275 a share from its 52-week 

low of $174.94; Merck, which 

has risen to $63 from its year 

low of $50.86; Glax-

oSmithKline, whose stock has 

risen to $44 from a 52-week low 

of $41.25; and Roche, up to $36 

from a low of $33. These stocks 

stand out in the renewed fight 

against super-bugs and other 

diseases that have become re-

sistant to existing antibiotics, 

analysts say. 

Some Big Pharma watchers ex-

pect Actavis to jump to $285 a 

share in 12 months, Merck to 

$70, GlaxoSmithKline to 55, 

and Roche to $46. 

Among the smaller biotech com-

panies, there are several that are 

already in the late stages of de-

veloping new treatments in 

combating antibiotic resistance. 

One of them is Dipexium Phar-

maceuticals (DPRX), a late-

stage pharmaceutical company 

focused on the development of a 

topical antibiotic to treat skin 

infections caused by so-called 

super-bugs that are resistant to 

most antibiotics. 

Ben C. Haynor, analyst at secu-

rities firm Feltl & Co., who rates 

Dipexium as a strong buy, says 

the company’s product Locilex, 

currently in phase 3 clinical tri-

als, could meet clinical guide-

lines as a treatment for diabetic 

foot infections. There isn’t any 

approved drug for such foot dis-

eases, and drugs that are cur-

rently recommended for such 

ailments, notes Haynor, that are 

currently being used are off-

label and carry a host of risks, 

such as antibiotic resistance, 

narrow spectrums, poor safety 

profile, and drug interactions. 

Results from the phase 3 clinical 

studies on Locilex are expected 

to be announced in mid-2015 

and Haynor and Dipexium offi-

cials are optimistic that the re-

sults will be positive and en-

couraging. Dipexium’s stock is 

currently trading at $11 a share 

after hitting a high of $15.86 last 

year. Haynor has a 12-month 

price target of $21.75, based on 

the company’s projected reve-

nues and Locilex’s potential val-

ue on other possible uses. 

The most recent event in antibi-

otics was the discovery by a 

team of scientists at Northeast-

ern University of a new drug 

called teixobactin, which kills 

certain types of bacteria. The 

scientists used the drug to suc-

cessfully treat antibiotic-

resistant infections in mice. 
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