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Company Overview
Key Management

Share Price Performance

Highlights

• Bristol Myers Squibb, founded in 1887, is a biopharma company focused on discovering, 
developing and delivering innovative medicines to help patients overcome serious diseases.

• The company’s product focuses are on the hematology, oncology, cardiovascular and 
immunology therapeutic classes. 

• Their largest revenue producers include: Revlimid, Eliquis, and Opdivo.

• BMS’s 2 most recent acquisitions, Celgene and Myokardia, have paved strong foundations for 
long term success.

Giovanni Caforio, CEO was appointed in 2015. He has been 
with BMS since 2000 as vice president and general manager. 
Has led the company’s focus on:

• Researching and developing transformational medicine
• Evolving BMS’s operating model to increase speed and 

competitiveness 

David Elkins, CFO joined after the Celgene merger. He 
joined Celgene in 2018. 
Responsibilities include managing global Business 
Operations: 
• Business Insights and Analytics 
• Global Finance
• Global Procurement 

Samit Hirawat, CMO joined BMS in 2019. Previously 
working as Executive VP and Head of Oncology in Novartis. 
Oversees late-stage product development across all 
therapeutic areas. His focus is on: 

• Rapid progression and delivery of late-stage assets in 
clinical trials 

Sources: FactSet, 10-K, Annual Report 

Key Statistics

EV $177.8B

Mkt. Cap $140.7B

52-Week Range $48.17 -$67.16

Beta (5Y) 0.60

NTM P/E 8.2x

LTM P/B 3.7x

Dividend Yield 3.1%

Shares 

Outstanding
2,240M
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Core Business
Revenue Distribution Product Pipeline

Phase 3 Trials Across Competitors

• Oncology: cancer and tumor treatment
o R&D focus on melanoma, esophageal cancer, liver cancer, and lung 

cancer
o Drugs: Opdivo and Opdivo + Yervoy (combination therapy)

• Hematology: treatment of diseases related to blood
o R&D focus on multiple myeloma (leading presence), lymphoma, and 

chronic lymphocytic leukemia
o Drugs: Revlimid, Pomalyst, Opdivo, Reblozyl, Inrebic, Onureg

• Immunology: treatment of diseases related to the immune system
o R &D focus on relapsing multiple sclerosis, psoriasis, lupus, 

rheumatoid arthritis and inflammatory bowel disease
o Drugs: Orencia, Zeposia

• Cardiovascular: disease related to the heart and blood vessels
o R&D focus on cardiomyopathy, heart failure and thrombotic 

disorders
o Drugs: Eliquis

• Fibrotic disease: thickening or scarring of the tissue
o R&D focus on lung & liver fibrosis
o Small presence (lack of phase III drugs)

Expected Growth

Significant Developments
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No. of Active Phase 3 Trials Across Competitors

$12,106 
35%

$9,168 
27%

$6,992 
20%

$3,157 
9%

$3,070 
9%

Revlimid (Hematology)

Eliquis (Cardiovascular)

Opdivo (Oncology &
Hematology)

Orencia (Immunology)

Pomalyst/Imnovid
(Hematology &
Oncology)

Sources: FactSet, 10-K, Annual Report 

2020 Approvals:
• Opdivo
• Opdivo + Yervoy
• Onureg
• Reblozyl
• Zeposia
• Pomalyst

2021 Approvals:
• Opdivo + 

Cabometyx
(FDA)

• Breyanzi (FDA)
• Inrebic (EC)

• Eliquis (cardiovascular) - Majorly 
successful, continued growth

• Zeposia (immunology)
• Inrebic (hematology)
• Onureg (hematology)

• Patent expiration dates create rapidly increased competition
• Revlimid – increased competition in 2022 through partial 

generic manufacturing. Fully generic by 2026.
• Orencia – method of use patent expires 2021, formulation 

patent in 2026 

Loss of Exclusivity
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Brand Details 
Treatment MethodologyPipeline Distribution

Drug Channels Disease Category  Competition

REVLIMID

Matures erythroid cells leading to red blood cells 
increasing their maturity rates which increases 
hemoglobin

42 drugs are 
approved

Various

Various - largely 
Merck’s Keytruda

11 drugs – Abbvie’s
Humira is world #1 
treatment; $13.7bn

42 drugs are 
approved

Various

Various

34 drugs approved

Pre-
Clinical

Clinical NDA 
Review

Development 
& Animal 
Testing

Phases 1,2 
and 3

Labelling, 
review, NDA, 
meeting and 

facility 
inspection

Phase 1
(Safety)

1 year
20-80 

healthy 
volunteers

Phase 2
(Efficacy)

2 years
100-300 sick 
volunteers

Phase 3
(Final)

3 years
1000's of sick 

volunteers

ELIQUIS

OPDIVO

ORENCIA

POMALYST

MAVACAMTEN

YERVOY

REBLOZYL

Sources: FactSet, 10-K, Annual Report 

Immunomodulator, which blocks growth of 
abnormal cells, prevents growth of blood vessels 
within tumors, stimulates specialized cells of the 
immune system

Enables T Cells to better identify cancer cells

Blocks Factor Xa which lowers the chance of 
blood clots forming

Blocks activation of T-cells which prevents 
"autoimmune assaults"

Inhibits growth/survival of Revlimid-resistant 
myeloma cells which improves immune 
function, especially in T-cells

Inhibition of cardiac myosin which decreases 
phosphate release from β-cardiac myosin-S1

Stimulates T Cells

Multiple Myeloma (Blood 
Cancer)

Blood Clots due to Specific 
Heartbeat Pattern (Stroke)

Multiple Myeloma (Blood 
Cancer)

Various Cancers

Various Cancers

Beta Thalassemia and 
Myelodysplastic Syndrome 
(Anemia)

Rheumatoid Arthritis (Arthritis)

Hypertrophic Cardiomyopathy 
(Cardiac Arrest)
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Celgene Acquisition
BMS has a tremendous opportunity to realize pipeline and revenue synergies that would vault them into an industry leading oncology position.

Deal Drivers

Key Focus Areas

“…Celgene will further position
us as a leading 

biopharmaceutical…expanding our 
oncology, hematology and 

immunology portfolios with several 
near-term

assets and additional external 
partnerships.”

The biggest deal in the pharmaceutical industry has blended biotech agility with Big-Pharma resources to create an oncology 
juggernaut

1

3

2

Celgene’s strength in early-stage research and partnerships with innovative firms combines well 
with BMY’s proven commercialization ability and long-term strategy, while removing an active 
dealmaker in the industry. 

Complementary oncology portfolios enhance global reach and integration creates a structure more 
conducive to innovation and creativity in an industry where success is reliant on investment into 
R&D.

Creative deal terms include shares, cash, and a CVR are supported by a strategic divestiture of 
Celgene’s Otezla to reduce debt burden and create a financially sound transaction, despite the size. 

Celgene Innovation 
+

BMY Commercialization

$2.5Bn of 
cost synergies

Board and
Employee integration

Bring late-stage
assets online
in 12-24mo

Sub declining assets

with new pipeline

revenues

Transaction Structure & Expectations

1

2

3

4

CELG shareholders receive 1 BMY share, $50.00 cash, and 1 tradeable $9 CVR 
– has since expired. Deal value including debt absorbed is $79bn. 

11% IRR exceeds 8% Cost of Capital while initial synergy estimates of $2.5bn 
have been revised to $3bn, following achievement of $1.5bn in first year.

Generate >$45bn in diversified free cash flow 2021 – 2023 while operating 
margins are expected by management to be in the low 40% range.

Revenue and EPS growth annually through 2025 with a Debt/EBITDA of 1.5x 
by 2023. Underpinned by continued dividend increases and accelerated share 
buybacks 

Sources: FactSet, 10-K, Annual Report 6



Competitors Analysis
Stock Price Performance Business Description Key Financial Statistics

Merck & Co., Inc. engages in the provision of health 
solutions through its prescription medicines, 
vaccines, biologic therapies, animal health, and 
consumer care products. It operates through the 
following segments: Pharmaceutical, Animal 
Health, Healthcare Services, and Alliances.

Pfizer Inc. engages in the discovery, development, 
and manufacture of healthcare products 
specializes in medicines, vaccine, and consumer 
healthcare. It operates through the Pfizer 
Innovative Health (IH) and Pfizer Essential Health 
(EH) segments.

Amgen, Inc. is a biotechnology company, which 
engages in the discovery, development, 
manufacture and marketing of human 
therapeutics. Their drugs are used to treat low 
white blood cell count, osteoporosis, colorectal 
cancer, etc.

AbbVie, Inc. is a research-based biopharmaceutical 
company, which engages in the development and 
sale of pharmaceutical products. It focuses on 
treating conditions such as chronic autoimmune 
diseases in rheumatology, gastroenterology, 
dermatology and oncology

*(stock prices as of 25th March 2021 close)
Ticker: MRK | 52 Week Range: $68.10 - $87.80 | 
Stock Price: $76.07 | Market Cap (B): 192.22 | 
EV/Sales: 4.63x | EV/EBITDA: 15.32x | P/E: 27.87x 
| Long Term Debt/Total Assets: 29.2% | Return on 
Assets: 8.0%

Ticker: PFE | 52 Week Range: $28.35 -
$43.08 | Stock Price: $35.67 | Market Cap 

(B): 198.33 | EV/Sales: 
4.83x | EV/EBITDA: 13.22x | P/E: 21.08x | Long 
Term Debt/Total Assets: 24.8% | Return on 
Assets: 5.8%

Ticker: AMGN | 52 Week Range: $190.50 -
$276.69 | Stock Price: $246.25| Market Cap 
(B): 142.30 | EV/Sales: 6.51x | EV/EBITDA: 
12.89X | P/E: 19.91| Long Term Debt/ Total 
Assets: 52.7% | Return on Assets: 11.8%

Ticker: ABBV | 52 Week Range: $68.76 - $ 
113.41 | Stock Price: $103.88 | Market Cap 
(B): 182.76 | EV/Sales: 5.8x | EV/EBITDA: 
11.9x | P/E: 37.8 | Long Term Debt/Total 
Assets: 52.1% | Return on Assets: 3.8%
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Industry Overview
Brand Name Pharmaceutical Manufacturing in the US 

➢ The biggest challenge industry operators face is loss of patent exclusivity for their drugs. This industry is prone to high level 
competition from generic drug manufacturers, which is why it is so important for companies to have healthy pipelines and maintain 
their competitive edge. 

➢ Largest players in this industry accounted for over 50% of the $205MM  total industry revenue FYE2020. A wave of patent expirations 
have caused many industry operators to consolidate in the past 5 years. It is expected that mounting competition from generics will 
continue to increase consolidation over the next five years. 

Total Revenue in 2020 increased to 
$205.0bn

Annual Growth 2016 – 2021: 2.7%

Annual growth 2021 – 2026: 2.0% 

Total Profit Margin in 2020 declined to 
6.2%

Annual growth 2016 – 2021: -2.8% 

Total Industry Profit in 2020 increased 
to  $12.7bn 

Annual Growth 2016-2021:         -2.8% 

Total Industry Employment in 2020 
increased to 225K 

Annual Growth 2016-2021: 4.0% 

Annual Growth 2021 – 2026: 2.7% 

Key Metrics

Sources: FactSet, 10-K, Annual Report 
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Porter’s Five Forces 
1. The number of competitors in the industry is medium. The industry is very concentrated with few large 

competitors holding a large market share, while acquiring smaller, innovative companies to grow their 
assets. Each company's products are highly differentiated by channel, administration methods and efficacy.

1. Suppliers have less control over prices as there are a high number of suppliers in the biopharma industry. It is 
easy for companies to switch suppliers as the products provided by the suppliers are fairly standardized and 
are less differentiated.

1. The capital requirements within the biopharma industry are high, making it difficult for new entrants to enter 
the industry as high expenditures need to be incurred – there is also a significant cost to exit.

2. Government policies require strict licensing and legal requirements to be fulfilled before a company can start 
selling their products.

1. There are very few substitutes available for the products that are produced in the biopharma industry and 
substitutes take a long time and are expensive to develop. The very few substitutes are of high quality and 
may work differently or cost more. However, once LOE occurs and generics kick in, price deterioration is 
typically swift and severe.

1. Physicians do not have much control over prices as there are few firms to choose from. There is large 
influence from government, health insurance providers, and PBMs in designing reimbursements and 
formularies.  Buyers in the industry are less price sensitive as the efficacy and quality of the products is top 
priority to the buyers, and frequent purchases are required.

Mid

High

Low

Mid

Low

Sources: FactSet, 10-K, Annual Report 

Competitive Rivalry 

Threat of New Entrants

Supplier Power

Buyer Power

Threat of Substitution
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Macro Outlook

Medicare and 
Medicaid Funding 

3.7%↑

Median Age of 
Population 

0.4%↑

R&D Expenditure
2.8%↑

Technology

Regulation

• Prescription drug coverage is offered to enrolled Medicare and Medicaid patients 
• As funding increases, products will become more affordable and demand for brand name pharmaceuticals will increase 

• Over 90% of seniors and 58% of all adults rely on prescription medicine regularly 
• The median age of US population is expected to increase in 2021 

• R&D costs are correlated with the number of new drugs released
• R&D expenditure is expected to increase as companies expand their pipeline, focus on orphan drugs and invest into new therapies

• Increased investments into implementing automated supply chain management systems to increase efficiency will occur 
• Electronic Health records and implementation of Single-Use Technology will cut costs and maximize efficiency 

• Heightened compliance requirements place additional budget pressures on industry operators, reducing profit margin 
• Regulation is expected to increase in 2021 

Sources: FactSet, 10-K, Annual Report 
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Financial Summary
Financials Analysis

Implications of temporary expenses from acquisitions on profitability and debt:
• BMY's acquisition of Celgene in November 2019 for $79B and MyoKardia in November 

2020 for $13B resulted in substantial accounting write-downs, transfer of intangible assets, 
and fair-value adjustments.

• The increase in temporary and one-time operating expenses rationalizes the drop-
off in operating margin to 10.6% and a negative 9.9% ROIC for 2020.

• To finance the acquisitions, total liabilities to assets rose to 43.6% and 36.6% for 2020 and 
2019, respectively, compared to a five-year average of 29%. Interest coverage ratio fell 
from 34.9 to 9.8 from 2018 to 2019. 

• Debt outpaced EBITDA with a rise in Debt/EBITDA from 1x to 5.7x. However, debt 
to EBITDA has fallen from 5.7x in 2019 to 3.4x in 2020, despite the acquisition of 
MyoKardia in 2020.

• Celgene represented $15.7B of the revenues or 60% of the growth thanks to Revlimid 
sales. Accounting for the inflating effect of one-time expenses, BMY reports that non-GAAP 
EPS increased $1.75 due to the Celgene acquisition.

Impact of FCF generation and cash balances on liquidity and M&A opportunities:
• Despite the increase in leverage, BMY consistently generated higher levels of free cash 

flow year-over-year since 2015. The Free Cash Flow Margin was 31.3% for 2020.
• Cash balances grew to a high of $16.1B in 2020 thereby providing BMY with more than 

sufficient liquidity for potential M&A deals and debt payments while R&D expenses 
increased from $5.9B in 2019 to $9.5B in 2020.

Credit Position Remains Strong
• EBITDA/Interest Expense of 10.2x is very healthy although much lower EBIT/Interest Expense 

of 2.8 illustrates impact of amortization  losses of patents, legal settlements and goodwill.
• S&P A+ Rating, $10bn in undrawn ST Credit Facilities 

Sources: FactSet, 10-K, Annual Report 
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Investment Thesis
Celgene & MyoKardia M&A Strong Stable Growth Potential

Celgene (Acquired Nov 20, 2019)
• Celgene’s main revenue producer is set to expire in 2026, but they have many late-

stage pipeline assets
• BMY's Opdivo faces intense competition from Merck’s Keytruda
• Immense potential for growth from merger for next 5 years -- has not been reflected 

in share price accurately due to mixed sentiment over cost and benefits. 

MyoKardia (Acquired Nov 17, 2020)
• $13.1 billion share buyout
• Motivation:

• Mavacamten is their main product used to treat HCM
• Substrains of HCM and other therapeutics are in pipeline
• Potential first-in-class product that accelerates cardiovascular portfolio 

alongside Eliquis 

• Solid $14B cash balance with $50B in debt. 
• BMY expects:

• $45B - $50B FCF by 2023
• < 1.5x debt to EBITDA by 2024
• Reduce their debt by $4B in 2021
• Continue their dividend growth
• $2B incremental share repurchase in 2021, with a $3B-$4B 

total share repurchased planned

Products in pipeline and new 
product launches will offset LOEs 
in the coming years

Leader in a competitive Market 

• BMS has developed alliances with many of their competitors, including AbbVie Inc. and 
Pfizer 

• Despite increased competition from generic pharmaceutical products, their industry-
relevant revenue for BMS expanded from 21.9% in 2016 to 30.9% in 2019

• Celgene amplified their presence in the domestic market, with domestic revenue 
contribution increasing from 55.2% in 2016 to an estimated 60.8% in 2021

• BMS has taken a focused strategy and begun executing in a big way. Market fears of a 
2026 LOE are distorted given the robustness of late-stage potential.

Sources: FactSet, 10-K, Annual Report 
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Risk Exposures
Risk Map Influencing Factors
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• Management has revised estimated synergies from $2.5bn 
to $3.0bn following the rapid realization of $1.5bn in 
synergies within the first year – the integration is going 
well.

ACQ

• The impact of any pipeline related news is very high but 
given the size of their pipeline, they should be able to offset 
this risk.

PIP

• Government regulations and policies can have a severe 
effect on profit margins but given that BMS deals in rare 
diseases government pricing pressures won't be as severe 
in order incentivize R&D

GOV

• The current US government is not too keen on bringing 
down drug prices although Democrats may push for drug 
price reform given the historic rate of inflation in drug 
prices in the US.

DEF

• The firm faces immaterial risk from the pandemic due to 
sheltered, inelastic demand with minimal disruption to the 
pipeline trials and raw materials inputs as a result of COVID-
19.

COV

Operational 
Risks

Failing to realize projected synergies of Celgene acquisition

Pipeline related news can have severe negative impacts

Industry 
Risks

Government Regulations and Approvals

Deflationary pressure on drug prices

Economic 
Risks

Covid-19 pandemic Risks

Sources: FactSet, 10-K, Annual Report 
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Valuation Summary
Football Field

1-Year Target Price of $85 represents a 35% upside from March 23rd, 2021 close of $63

Rationale

• BMY trades at lower multiples than its peers despite 
an industry-leading pipeline while Celgene merger 
creates a more diversified company poised for 
growth.

• EV/EBITDA of 11.7x represents an attractive value 
opportunity in a very rich market and is only slightly 
above its 5Y low of 9.6x while peer set trades at 13.4x.

• P/FCF of 10.7x suggests notable upside at current 
prices while FCF Margin has grown from 6% to 30% 
over the historical period, yielding $13.3bn in FCF -
peer set trades at 17.7x.

• Consensus estimate is $75.60 across 21 analysts with 
an LT EPS Growth Rate of 5.5%. 

• Methodology used to obtain target price involves a 
50% weight to our DCF model, a 30% weight to 
Comparable Companies and 20% to Analyst Estimates

Sources: FactSet, 10-K, Annual Report 
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Valuation Summary

Perpetuity Growth Method

Exit Multiple Method

• A 26% EBITDA Margin contraction in 2020 is temporary and attributable to a 
large, one-time MyoKardia IPRD Charge. 

• A 20-Year average EV/EBITDA multiple of 15.6x was used in Terminal Value 
calculation, a conservative estimate considering a lacklustre sales growth story is 
being set in a new direction.

• $91.11 was used as a top price because a WACC lower than 3% is anomalous, 
although the company boasts a 1.3% cost of debt and A+ credit rating with a 
10.2x EBITDA/Interest Expense ratio.

• A 1.5% Long-Term FCF rate was used in line with inflation expectations.

• BMY is a mature, stable company on a 5-Year FCF uptrend which we can 
see continuing and providing funds for more bolt-on transactions. 

• In a multiple-rich market, an exit multiple should provide a higher 
valuation but BMY’s cheap metrics and proven FCF generation favour the 
perpetuity growth method. 

Sources: FactSet, 10-K, Annual Report 

N/A
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Valuation

Perpetuity Growth Method

Exit Multiple Method

Sources: FactSet, 10-K, Annual Report 
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Historical Financials

Sources: FactSet, 10-K, Annual Report 
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DCF Model

Sources: FactSet, 10-K, Annual Report 
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WACC Calculation

Sources: FactSet, 10-K, Annual Report 
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Comparable Companies Analysis

Sources: FactSet, 10-K, Annual Report 
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