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Healthcare Industry
Rogers, Rosol & Seymour

S&P 500 Sector Weight 

Information Technology

Financials

Healthcare

Consumer Discretationary

Industrials

Consumer Staples

Energy

Utilities

Real Estate

Materials

Telecom

14.51%

Source: SIM Portfolio Appraisal – June 2017

SIM Weight: 
15.36% 
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Recommendation
Healthcare Industry

Rogers, Rosol & Seymour

• SIM Portfolio is currently over weight compared to S&P at 15.36% of the 
total portfolio

• We recommend OVERWEIGHTING Healthcare to the maximum allowable 
amount of 15.51% of the portfolio

Company Ticker
Current 

Price
Target 
Price

Upside / 
(Downside) Recommendation

SIM 
Weight

Target 
Weight Change

Gilead Sciences Inc GILD $73.76 $130.81 77.35% BUY 4.33% 4.79% 0.46%
HCA Healthcare Inc HCA $85.73 $107.09 24.89% HOLD 3.27% 3.50% 0.00%
McKesson Corp MCK $165.92 $201.37 20.60% SELL 5.31% 5.00% -0.31%
Medtronic PLC MDT $85.17 $104.12 22.25% HOLD 2.45% 2.45% 0.00%

15.36% 15.51% 0.15%
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Industries

Healthcare Industry
Rogers, Rosol & Seymour

Source: Fidelity

Industry YTD 1	-	Year 3	-	Year 5	-	Year
Health	Care 15.01% 8.66% 27.05% 110.17%
Biotechnology 13.14% 10.10% 17.99% 177.83%
Health	Care	Equipment	&	Supplies 24.50% 14.72% 49.92% 123.41%
Health	Care	Providers	&	Services 17.00% 16.41% 52.58% 148.36%
Health	Care	Technology 38.78% 11.83% 25.58% 60.30%
Life	Sciences	Tools	&	Services 30.47% 25.85% 42.56% 169.30%
Pharmaceuticals 8.26% -0.51% 13.66% 74.37%
S&P	500	®	Index 8.32% 15.50% 22.15% 79.02%



Business Analysis

Source: Fidelity

Overweight Healthcare?

The market appears to be 
heading to the phases of 
the life cycle where 
healthcare really shines.
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Business Analysis

Healthcare Industry
Rogers, Rosol & Seymour

Source: Various

GILD HCA MCK MDT
Overview Biopharmaceutical 

– HIV, Liver 
Diseases & 

Cardiovascular

Locally managed 
hospitals & free 
standing surgery 

centers

Drug, medical 
product, and IT 

software/services 
distribution

Medical devices and 
medical 

technologies along 
with non invasive 

therapies

Business 
Drivers

R&D, Acquisitions
& New Product 
Development

Demographics, 
Labor Costs & 

Healthcare Reform

Proprietary drug 
and equipment 

sales

Aging population, 
ACA, low tax rate

Risks Exchange, 
Litigation & Pricing 

Risks

Leverage, 
Healthcare Reform 

& BREXIT

Generic costs; drug 
legislation; 
healthcare 
spending

Political uncertainty, 
foreign exchange

rates, lawsuits from 
bad products

Operations 
Location

Operate in 30+ 
countries

Operate in 20 states 
and England

Global Global

Market Cap 30.4 B 30.7 B 34.0 B 115.7 B
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Financial Analysis

Healthcare Industry
Rogers, Rosol & Seymour

Source: Various

GILD HCA MCK MDT
Gross Profit 

Margin
86.17% 83.24% 5.70% 68.29%

Operating 
Profit Margin

57.55% 15.33% 3.80% 18.35%

Net Profit 
Margin

43.37% 8.12% 2.55% 12.27%

Return on 
Equity

74.69% 12.95% (Return on 
Investments)

14.91% 7.97%

Return on 
Assets

23.93% 10.21% 8.45% 4.08%
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Valuation Analysis

Healthcare Industry
Rogers, Rosol & Seymour

Source: Various

GILD HCA MCK MDT
P/E 7.1 12.6 12.4 24.5

P/B 9.2 N/A 3.9 2.3

P/S 3.3 0.7 0.2 3.7

P/EBITDA N/A 3.8 8.0 14.4
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Gilead Sciences Inc (GILD)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Scottrade
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Gilead Sciences Inc (GILD)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Analyst

GILD

Analyst: Anthony Rogers Terminal Discount Rate = 9.0%
Date: 7/22/17 Terminal FCF Growth = 3.0%

Year 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E

Revenue 28,871              27,427   26,056   26,837   27,642    28,472   29,326   30,206   31,112   32,045   33,006        
  % Growth -5.0% -5.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Operating Income 15,301              14,536   13,809   14,224   14,650    15,090   15,543   16,009   16,489   16,984   17,493        
  Operating Margin 53.0% 53.0% 53.0% 53.0% 53.0% 53.0% 53.0% 53.0% 53.0% 53.0% 53.0%

Interest (433)                 (411)      (391)      (403)      (415)        (427)      (440)      (453)      (467)      (481)      (495)           
  Interest % of Sales -1.5% -1.5% -1.5% -1.5% -1.5% -1.5% -1.5% -1.5% -1.5% -1.5% -1.5%

Taxes 3,420               3,249     3,086     3,364     3,465      3,569     3,676     3,786     3,900     4,017     4,137          
  Tax Rate 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0% 23.0%

Non-Controlling NI (29)                    (27)        (26)        (27)        (28)          (28)        (29)        (30)        (31)        (32)        (33)             
  Interest % of Sales -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%

Net Income 11,477              10,904   10,358   10,484   10,799    11,122   11,456   11,800   12,154   12,518   12,894        
  % Growth -5.0% -5.0% 1.2% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Add Depreciation/Amort 1,100 1,200 1,300 1,339 1,379 1,421 1,463 1,507 1,552 1,599 1,647
  % of Sales 3.8% 4.4% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%
Plus/(minus) Changes WC 295 (700) 400 412 424 437 450 464 478 492 507
  % of Sales 1.0% -2.6% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Subtract Cap Ex 900 1,100 1,300 1,339 1,379 1,421 1,463 1,507 1,552 1,599 1,647
  Capex % of sales 3.1% 4.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

Free Cash Flow 11,972 10,304 10,758 10,896 11,223 11,560 11,906 12,264 12,631 13,010 13,401
  % Growth -13.9% 4.4% 1.3% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

NPV of Cash Flows 74,183              43%
NPV of terminal value 97,174              57%
Projected Equity Value 171,357            100%
Free Cash Flow Yield 12.39%

Current P/E 8.4                    8.9         9.3         
  Projected P/E 14.9                 15.7      16.5      
Current EV/EBITDA 7.0                    7.3         7.6         
  Projected EV/EBITDA 11.6                 12.0      12.5      

Shares Outstanding 1,310.0             

Current Price 73.76$              
Implied equity value/share 130.81$            
Upside/(Downside) to DCF 77.3%

Debt 26,346              
Cash 8,229                
  Cash/share 6.28                  

Terminal Value 230,045      

Free Cash Yield 5.83%

Terminal P/E 17.8            

Terminal EV/EBITDA 13.0            
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HCA Healthcare Inc (HCA)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Various
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HCA Healthcare Inc (HCA)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Bloomberg

Absolute Valuation Current 
Multiple

Target 
Multiple

Tar/Cur (% 
of Current)

Target 
Price 

P/E 11.73 16 36.40% $117.63 
P/S 0.6909 0.8 15.79% $99.86 
P/EBITDA 3.7695 4 6.11% $91.51 

Company Ticker P/E 
TTM

P/S 
TTM P/B P/CF 

TTM
EV/ 
EBITDA 
TTM

Average Average 16.23 0.24 1.09 5.56 8.21 
HCA Healthcare HCA 12.17 0.73 N/A 5.56 7.64 
LifePoint Health LPNT 16.23 0.39 1.09 5.72 7.32 
Quorum Health QHC N/A 0.04 0.37 N/A 9.46 
Community Health 
Systems CYH 35.45 0.06 0.77 0.98 8.00 

Tenet Healthcare THC 52.66 0.09 4.03 2.88 8.43 
Universal Health 
Services UHS 16.18 1.16 2.42 8.79 9.04 
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HCA Healthcare Inc (HCA)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Bloomberg

High Low Median Current
P/E 20.68 6.88 12.96 12.63

P/B N/A N/A N/A N/A

P/S 0.95 0.27 0.61 0.69

P/EBITDA 5.07 1.46 3.53 3.77
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HCA Healthcare Inc (HCA)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Analyst

HCA

Analyst: Anthony Rogers Terminal Discount Rate = 9.0%
Date: 6/24/17 Terminal FCF Growth = 3.0%

Year 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E

Revenue 40,245          42,258 44,370 45,702 47,073   48,485 49,939 51,438 52,981 54,570 56,207     
  % Grow th 5.0% 5.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Operating Income 7,284            7,099   6,877   7,084   7,296     7,515   7,741   7,973   8,212   8,458   8,712       
  Operating Margin 18.1% 16.8% 15.5% 15.5% 15.5% 15.5% 15.5% 15.5% 15.5% 15.5% 15.5%

Interest 1,771            1,817   1,908   1,965   2,024     2,085   2,147   2,212   2,278   2,347   2,417       
  Interest % of Sales 4.4% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3%

Taxes 1,654            1,585   1,491   1,536   1,582     1,629   1,678   1,728   1,780   1,834   1,889       
  Tax Rate 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0% 30.0%

Non-Controlling NI 523               549      577      594      612       630      649      669      689      709      731          
  Interest % of Sales 1.3% 1.3% 1.3% 1.3% 1.3% 1.3% 1.3% 1.3% 1.3% 1.3% 1.3%

Net Income 3,336            3,148   2,902   2,989   3,079     3,171   3,266   3,364   3,465   3,569   3,676       
  % Grow th -5.6% -7.8% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Add Depreciation/Amort 1,570 1,690 1,730 1,782 1,836 1,891 1,948 2,006 2,066 2,128 2,192
  % of Sales 3.9% 4.0% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9%
Plus/(minus) Changes WC (289) (450) (450) (464) (477) (492) (506) (522) (537) (553) (570)
  % of Sales -0.7% -1.1% -1.0% -1.0% -1.0% -1.0% -1.0% -1.0% -1.0% -1.0% -1.0%
Subtract Cap Ex 2,600 2,100 1,750 1,803 1,857 1,912 1,970 2,029 2,090 2,152 2,217
  Capex % of sales 6.5% 5.0% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9% 3.9%

Free Cash Flow 2,017 2,288 2,432 2,505 2,580 2,658 2,738 2,820 2,904 2,991 3,081
  % Grow th 13.5% 6.3% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Terminal Value 52,893     

Free Cash Yield 5.83%

Terminal P/E 14.4         

Terminal EV/EBITDA 7.7           

NPV of Cash Flows 16,948            43%
NPV of terminal value 22,342            57%
Projected Equity Value 39,290             100%
Free Cash Flow Yield 6.41%

Current P/E 9.4                   10.0      10.8      
  Projected P/E 11.8                12.5     13.5     
Current EV/EBITDA 7.0                   7.1        7.2        
  Projected EV/EBITDA 7.9                  8.0        8.1        

Shares Outstanding 366.9              

Current Price 85.73$            
Implied equity value/share 107.09$           
Upside/(Downside) to DCF 24.9%

Debt 31,520            
Cash 803                  
  Cash/share 2.19                
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HCA Healthcare Inc (HCA)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Analyst

8.00% 8.25% 8.50% 8.75% 9.00% 9.25% 9.50% 9.75% 10.00%
2.00% 114.54$	 109.87$	 105.57$	 101.58$	 97.88$				 94.44$				 91.23$				 88.22$				 85.40$				
2.25% 117.58$	 112.61$	 108.05$	 103.83$	 99.93$				 96.30$				 92.93$				 89.78$				 86.84$				
2.50% 120.90$	 115.60$	 110.73$	 106.26$	 102.13$	 98.31$				 94.76$				 91.46$				 88.37$				
2.75% 124.54$	 118.85$	 113.65$	 108.89$	 104.51$	 100.47$	 96.72$				 93.25$				 90.01$				
3.00% 128.54$	 122.41$	 116.84$	 111.75$	 107.09$	 102.80$	 98.84$				 95.17$				 91.76$				
3.25% 132.96$	 126.33$	 120.33$	 114.87$	 109.89$	 105.32$	 101.12$	 97.24$				 93.65$				
3.50% 137.87$	 130.66$	 124.17$	 118.29$	 112.95$	 108.07$	 103.59$	 99.48$				 95.68$				
3.75% 143.37$	 135.47$	 128.41$	 122.05$	 116.29$	 111.06$	 106.28$	 101.90$	 97.87$				
4.00% 149.54$	 140.85$	 133.12$	 126.20$	 119.98$	 114.34$	 109.22$	 104.54$	 100.24$	

Discount	Rate

Te
rm

in
al
	G
ro
w
th
	R
at
e
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LifePoint Health Inc (LPNT)

Healthcare Industry
Rogers, Rosol & Seymour

Source: Analyst

LPNT

Analyst: Anthony Rogers Terminal Discount Rate = 9.0%
Date: 6/15/17 Terminal FCF Growth = 3.0%

Year 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E

Revenue 6,555              6,752    7,022    7,232    7,449     7,673    7,903    8,140    8,384    8,636    8,895         
  % Growth 3.0% 4.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Operating Income 446                 466       520       535       551         568       585       602       620       639       658            
  Operating Margin 6.8% 6.9% 7.4% 7.4% 7.4% 7.4% 7.4% 7.4% 7.4% 7.4% 7.4%

Interest 144                 135       154       159       164         169       174       179       184       190       196            
  Interest % of Sales 2.2% 2.0% 2.2% 2.2% 2.2% 2.2% 2.2% 2.2% 2.2% 2.2% 2.2%

Taxes 109                 119       131       135       139         144       148       152       157       162       167            
  Tax Rate 36.0% 36.0% 36.0% 36.0% 36.0% 36.0% 36.0% 36.0% 36.0% 36.0% 36.0%

Non-Controlling NI 13                    14         14         14         15           15         16         16         17         17         18              
  Interest % of Sales 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2%

Net Income 180                 198       220       226       233         240       247       255       262       270       278            
  % Growth 10.2% 10.8% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

Add Depreciation/Amort 354 365 379 391 402 414 427 440 453 466 480
  % of Sales 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4% 5.4%
Plus/(minus) Changes WC (29) (125) (100) (103) (106) (109) (113) (116) (119) (123) (127)
  % of Sales -0.4% -1.9% -1.4% -1.4% -1.4% -1.4% -1.4% -1.4% -1.4% -1.4% -1.4%
Subtract Cap Ex 200 250 300 309 318 328 338 348 358 369 380
  Capex % of sales 3.1% 3.7% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3% 4.3%

Free Cash Flow 305 188 199 205 211 217 224 230 237 245 252
  % Growth -38.3% 5.9% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%

NPV of Cash Flows 1,386              43%
NPV of terminal value 1,826               57%
Projected Equity Value 3,212              100%
Free Cash Flow Yield 11.55%

Current P/E 14.7                13.3      12.0      
  Projected P/E 17.9                16.2     14.6     
Current EV/EBITDA 3.4                   3.3        3.0        
  Projected EV/EBITDA 4.1                  4.0        3.7        

Shares Outstanding 40.4                 

Current Price 65.35$            
Implied equity value/share 79.57$             
Upside/(Downside) to DCF 21.8%

Debt 96                    
Cash 22                    
  Cash/share 0.54                

Terminal Value 4,323         

Free Cash Yield 5.83%

Terminal P/E 15.5           

Terminal EV/EBITDA 3.9             
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Healthcare Industry
Rogers, Rosol & Seymour

Source: Various

McKesson Corp 
(MCK)
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MCK Healthcare Industry
Rogers, Rosol & Seymour
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MCK Healthcare Industry
Rogers, Rosol & Seymour
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MCK Healthcare Industry
Rogers, Rosol & Seymour

BUY
Price:	$166.96
Target:	$201.37	

Market	Cap:	 $33.96B

Enterprise	Value: $40.13B

52-Week:	 $114.53	– 199.43

90-Day	Avg.	Volume: 1,733,468

Shares:	 210.9M

Price	Performance	
(52-week):

-9.15%
Revenue	(TTM):	

+4.01%

Annual	Dividend: $1.12

Annual	Yield: 0.70%

P/E	(TTM):	 6.82

P/E	(5-Yr	Avg.): 21.26

EPS	(TTM):	 $23.28

Price/Cash	Flow	(TTM): 5.84

Price/Book:	 3.80
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Cardinal Health vs MCK
Healthcare Industry

Rogers, Rosol & Seymour
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Medtronic PLC (MDT)  HOLD

Healthcare Industry
Rogers, Rosol & Seymour

Source: Various
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Medtronic PLC (MDT)

Healthcare Industry
Rogers, Rosol & Seymour
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Medtronic PLC (MDT)

Healthcare Industry
Rogers, Rosol & Seymour
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Medtronic PLC (MDT)

Healthcare Industry
Rogers, Rosol & Seymour

Yahoo Finance 
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Pfizer PFE 

Healthcare Industry
Rogers, Rosol & Seymour
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Pfizer PFE 

Healthcare Industry
Rogers, Rosol & Seymour
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Recommendation
Healthcare Industry

Rogers, Rosol & Seymour

• SIM Portfolio is currently over weight compared to S&P at 15.36% of the 
total portfolio

• We recommend OVERWEIGHTING Healthcare to the maximum allowable 
amount of 15.51% of the portfolio

Company Ticker
Current 

Price
Target 
Price

Upside / 
(Downside) Recommendation

SIM 
Weight

Target 
Weight Change

Gilead Sciences Inc GILD $73.76 $130.81 77.35% BUY 4.33% 4.79% 0.46%
HCA Healthcare Inc HCA $85.73 $107.09 24.89% HOLD 3.27% 3.50% 0.00%
McKesson Corp MCK $165.92 $201.37 20.60% SELL 5.31% 5.00% -0.31%
Medtronic PLC MDT $85.17 $104.12 22.25% HOLD 2.45% 2.45% 0.00%

15.36% 15.51% 0.15%
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Questions?


