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Callisto Pharmaceuticals (AMEX: KAL) is an emerging biotechnology Com-

pany with a clear focus on developing innovative drugs to treat various 

types of cancers such as leukemia, multiple myeloma and carcinoid tumors.  

In the treatment of cancers, the Company has been initially focusing on 

treating relapsed (reoccurance of active disease) acute leukemias and multi-

ple myeloma.  Currently, the Company has two licensed drugs in develop-

ment stage:  

 

1. L-Annamycin for relapsed or refractory leukemia.  

2. Atiprimod for relapsed or refractory multiple myeloma (MM), and for 

advanced carcinoid cancer.  

 

In addition, the Company has other drug development initiatives such as a 

drug called Guanilib which is in pre-clinical development for inflammatory 

bowel disease .   

  Company Background 
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The Company has two subsidiaries, Callisto Research Labs, LLC and 

Synergy Pharmaceuticals Inc.  In addition, the Company has exclusive 

worldwide licenses to develop, manufacture, use and sell L-

Annamycin and Atiprimod from the University of Texas M. D. Ander-

son Cancer Center and AnorMED Inc., respectively. 

 

An important development recently announced by Callisto regarding 

Atiprimod, which is presently in two Phase I/IIa clinical trials in multi-

ple myeloma and advanced cancer patients, is the uncovering of a po-

tential new cancer target for the drug. Based on a clear response in a 

patient with advanced carcinoid cancer plus additional encouraging 

data on other carcinoid patients, the Company announced plans to 

initiate a Phase I/II clinical trial with Atiprimod specifically in ad-

vanced carcinoid patients. According to the Company, the time frame 

for the clinical trials should begin in 2006.  The Company also states that if the results are positive, it may 

be possible to move to a more advanced trial which may eventually lead to FDA approval. This could 

then translate into a possible approval within 2-3 years. The best case scenario is that since there are no 

other drugs currently available to fight these specific ailments, there is potential for accelerated approval 

by the FDA. 

 

We see this as significant news for Callisto since Atiprimod could potentially be used to treat patients 

with advanced carcinoid tumors. The significance rests on the fact that current treatment for advanced 

metastatic carcinoid cancer gives poor results, with chemotherapy relieving symptoms in only a small 

portion of patients. 

 

Carcinoid tumors, or carcinoids, originate in hormone-producing cells of the gastrointestinal (GI) tract, 

the respiratory tract, the hepatobiliary (liver) system and the reproductive glands. The most common 

site of origin is the GI tract, with tumors often developing in the rectum, and other sections of the small 

intestine. In particular, Atiprimod may provide new hope for patients with advanced carcinoid tumors 

of the liver and GI tract. Common sites of carcinoid metastases include liver, lungs, bone and lymph 

nodes. Carcinoid tumors that metastasize to the liver have a poor prognosis. Traditionally, chemother-

apy relieves symptoms in less than 30% of cases of metastatic carcinoid tumors, usually for less than 1 

year. 

Background Information on Carcinoid Tumors  
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Coupling these new developments with the recent $5.14 million private placement certainly solidifies 

the Company’s near-term prospects.  Investors may see these new funds as somewhat of a testament 

to the belief of the long term potential of Callisto by the general investment community. The use of 

these funds will likely go towards additional support for their diversified strategy, as well as the 

further research and development of Atiprimod and the rest of its drug portfolio. There is always a 

double edged sword when it comes to private placements with a dilution of equity on one side and 

the extension of working capital for a company that is currently burning cash with no immediate 

revenues. We feel the next 2-3 years will provide the answers, but for now the immediate cash-flow 

need should be met and will most likely open the doors for future funding as the enthusiasm 

increases. 

 

What this should mean to current shareholders and potential investors is a significant advancement 

for Callisto as they push to get their products to the market and the possibility of sooner rather than 

later FDA approvals. With this in mind, the future cash flows used in our valuation model can be 

potentially expected to flow earlier in terms of time. While FDA approval and ultimate market 

success is often uncertain with these types of drugs, it would be reasonable to expect a 10% price 

increase based on this news alone and the consideration of future long term price target adjustments. 

Based on peer and industry analysis and comparisons, these slightly higher targets seem very 

reasonable as valuations in the industry are predominately based on future expectations, rather than 

current earnings.  In light of the current news regarding the additional funding and the positive 

comments on Atiprimod, we are raising our 12-month price target to $3.37 from the current $3.06.  

We maintain our “Outperform” rating on the stock as well. 

 

Peer Comparison  

 

 

Summary  

  KAL CTIC BIVN VION 

PRICE $    1.62 $    1.90 $    7.95 $    2.26 

MKT CAP $   53.80 $ 136.50 $ 324.50 $ 149.10 

P/S NA 8.39 76.40 NA 

EPS NA $   (2.00) $   (0.66) $   (2.80) 

QTR REV. 

GROWTH 
NA -85% -7% 25% 
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and 

micro capitalization companies.  BER has no investment banking or consultation conflicts thereby minimiz-

ing the inherent conflicts of interest between the research analysts and the companies they cover.  BER is not 

a registered investment advisor or broker dealer.  No information in this report should be construed as an 

endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared this 

report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the au-

thor. Beacon Equity Research has been compensated eighteen thousand dollars by Callisto Pharmaceuticals 

for a one year enrollment in its research program.  All decisions are made solely by the analyst and inde-

pendent of outside parties or influence.  The Private Securities Litigation Reform Act of 1995 provides inves-

tors a “safe harbor” in regard to forward-looking statements.  To fully comply with the requirements of this 

law, BER cautions all investors that such forward-looking statements in this report are not guarantees of 

future performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may 

cause actual results to materially differ from the results, performance or expectations expressed or implied 

by such forward-looking statements.  Investors should exercise good judgment and perform adequate due-

diligence prior to making any investment.  In accordance with the “Standards for Independent Research 

Providers” issued by the FIRST Research Consortium, BER makes the following assertions: ratings and price 

targets in this report should not be construed as recommendations or stock price predictors.  Conflicts are 

inimical to credible professional research; however, the analysts responsible for this report publicly state 

that they do not own a stake in any of the companies covered in this report.  Neither they nor principals of 

this research provider are permitted to trade any form of equities of companies being covered prior to re-

search being initiated. 

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company’s SEC filings as well as our initial report on the firm to better understand the inherent 

risks associated with this security.  Uncontrollable or unknown factors may cause actual results to materially 

differ from the results, performance or expectations expressed or implied by such forward-looking state-

ments.  Investors should exercise good judgment and perform adequate due-diligence prior to making any 

investment. 
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Mr. Schmidt is currently a Principal with Coastal Asset Management. He holds the CFA Charter and is a 

member of the South Florida Financial Analysts Society. He is currently a portfolio manager and a securities 

analyst covering all sectors of fixed income and equity markets. Prior to that he was employed by the fol-

lowing firms as a senior portfolio manager/analyst or a pension consultant. Mellon Bank, Northern Trust, 

Indata and Mercer Meidinger Hanson. 
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