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SEGTOR RECOMMENDATIONS

 Jrd largest holding in S&P500

Healthcare 13.06% of SIM fund

* 4th largest holding in SIM fund

Healthcare 19% of SIM fund

* 2nd largest holding in SIM fund 5.
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Company | Recommend | WeightinSIM Current Price TargetPrice | Expected Return
Holding ation Portfolio

Gilead 4.14% $89.65 $133.12 48.9%

McKesson Buv 4.03% $151.41 $188.24 19.6%
HCA Neutral 0.00% $79.20 $105 33%

Medtronic Buy 4.89% $75.61 $83.12 9.94%
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HCA HOLDINGS, ING.
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o Market Cap
Facilities in 20 States 31.34b

Primarily in Industry's Total Dehbt
Florida & Texas Largest 30.64h
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KEY DRIVERS

1T 01 211 (][ 3 - Aging U.S. population

L]
Rates « Improving economy
« Able to keep lahor costs low in states with right to
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KEY RISKS
Regulations By

Highly levered
Costs 4% of revenue just to service deht

g
Over 90% of sales are to Government or managed .
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HISTORIC VALUATIONS

HCA Holdings' Historic High, Low, and Current Multiples

Absolute Basis | High | Low | Median| Current
P/E (ttm) 17.83 | 7.06 | 13.06 15.87
P/B NA | NA| NA N.A
P/S 1.04 | 0.33 0.63 0.78
P/EBITDA 521 | 1.46 3.37 3.89
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RELATIVE VALUATION

Nation Wide Industry Competitors for HCA

Ticker |P/E (ttm) |P/S (ttm)| P/B |P/CF (ttm)| EV/EBITDA (ttm)
Average| 11.55 0.55 [1.88 8.95 7.67
HCA 15.87 0.78 [N.A. 11.06 7.50
LNPT 16.51 0.58 [1.31 7.84 7.60
CYH 4.94 0.12 [0.55 3.74 6.82
THC 8.19 0.14 [3.11 8.67 8.13
UHS 15.49 1.20 [2.56 13.43 8.27
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HCA HOLDINGS DiscouNTED CASH FLow

Grant Williams

Terminal Discount Rate = 9.25%
Terminal FCF Growth = 1.50%
Year 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E
Revenue 42,257 45,004 48.154 51,284 54,361 57.215 59.790 62,032 63.893 65,330 66.310
% Growth 6.50% 7.00% 6.50% 6.00% 5.25% 4.50% 3.75% 3.00% 2.25% 1.50% ’
Operating Income 6,579 7,331 7,936 8,513 9,024 9,498 9,985 10,359 10,670 10,910 11,074 >
Operating Margin 15.57%  16.29% 16.48% 16.60% 16.60% 16.60% 16.70% 16.70% 16.70% 16.70% 16.70% :
Interest and Other (1.,775) (1,895) (1.974) (2,154) 2,283) (2,403) (2.541) (2.636) (2.715) (2,809) (2.851)
Interest %5 of Sales -4.20% -4.21% -4.10% -4.20% -4.20% -4.20% -4.25% -4.25% -4.25% -4.30% -4.30%
Taxes 1,530 1,734 1,899 2,026 2,148 2,260 2.372 2,461 2.534 2,581 2.620 - :
Tax Rate 31.85% 31.89% 31.86% 31.86% 31.86% 31.86% 31.86% 31.86% 31.86% 31.86% 31.86%
Net Income 3,274 M 3,703 4,062 4,333 4,593 4,834 5,072 5,262 5,420 5,520 5,603 -
% Growth 13.1% 9.7% 6.7% 6.0% 52% 4.9% 3.8% 3.0% 1.8% 1.5%
Add Depreciation/Amort 2.028 2,115 2.167 2,180 2,310 2,432 2.541 2,636 2.715 2,777 2.818
% of Sales 4.80% 4.70% 4.50% 41.25% 4.25% 4.25% 4.25% 4.25% 4.25% 4.25% 4.25%
Plus/(minus) Changes WC (344) (439) (440) (472) (500) (526) (550) (571) (588) (601) (610)
% of Sales -0.81% -0.97% -0.91% -0.92% -0.92% -0.92% -0.92% -0.92% -0.92% -0.92% -0.92%
Subtract Cap Ex 2,535 b 2,745 2961 3,077 3,126 3,147 3,139 3,102 3,035 2,940 2.818
Capex % of sales 6.00% 6.10% 6.15% 6.00% 5.75% 5.50% 5.25% 5.00% 4.75% 4.50% 4.25%
Free Cash Flow 2,423 2,634 2,828 2,964 3,278 3,593 3.924 4,226 4,513 4,756 4,993
% Growth 8.69% 7.35% 4.82% 10.59% 9.61% 9.23% 7.70% 6.78% 5.38% 4.99%
High Low g
NPV of Cash Flows 22,676 46%0 22,676 44% 22,676 47% 33
NPV of terminal value 26,995 54% 28,928 56% 25,297 53% Terminal Value 65,389 <4
Projected Equity Value 49,671 100% 51,604 100% 47,972 100%
Free Cash Flow Yield 7.17% Free Cash Yield 7.64%
Current P/E 12.9 11.5 10.6 Terminal P/E 11.7 ?f
Progjected P/E 15.2 13.4 12.2 e
Current EV/EBITDA 7.4 6.7 6.3 Terminal EV/EBITDA 6.8 . .
Projected EV/EBITDA 9.2 8.4 7.8 :
Shares Outstanding Diluted 427
Current Price S 79.20 High Low
Implied equity value/share [ S 116.40 | $120.93 | S 112.42
Upside/(Downside) to DCF 47.0% 52.7% 41.9%
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SENSITIVITY ANALYSIS

Sensitivity Table of Intrinsic Value Per Share

Discount Rate
$§79.20 8.50% 8.75% 9.00% 9.25% 9.50% 9.75% 10.00%
0.75% $115.93 $113.97 $112.13 $110.39 $108.76 $107.21 $105.75
1.00% $118.19 $116.09 $114.12 $112.27 $110.54 $108.90 $107.35
1.25% $120.60 $118.35 $110.68 $109.03
1.50% $123.18 $120.76 $112.57 $110.82 K
1.75% $125.95 §123.35 511458 §112.71 #
2.00% $128.94 [§126.13 $123.52 $121.10 $118.83 $116.71 $114.73 .
2.25% $132.16 §129.12 $126.31 $123.70 §121.26 $118.99 §116.87

Growth Rate
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MCKESSON

MCKESSON CORPORATION
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BRIEF INTRODUCTION

MCKE SSON

Delivers pharmaceuticals, medical supplies, and health care information
technologies to the healthcare industry in the United States and internationally

Two Sectors:

Ranked 14™ on the FORTUNE 500
Distribution Solutions [(90% Revenue) and Technology Solutions

Founded in 1833 fhe Il_aader in 0.5/ _ More than 187 b annual revenue
International expansion
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PERFORMANGE (arr 6 2015-2PR 1, 2016)

w McKesson Corporation (WYSE:MCK) - Share Pricing Dpen: 224.42 High: 242.75 Low: 150.03 Close: 157.41 Avg: 198,23
Open: High: Low: Close: Avg:

o
250.00 2015 sales: 189-13B 18.00mm
Diluted EPS: 8.36 £7.00mm
! l_“e _' " 16.00mm
Dividend Yield: 0.711% 15.00mm
14.00mm
Market Cap: 35.98B

52-week Range: 148.29 —243.61
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KEY DRIVERS

To create universal access to the healthcare data and improve connectivity

Global Expansion (Gelesio)
New technology or product (Vantage Oncology, LLC and Biologics, Inc.)
Reduce operation cost and enlarge synergies £

Innovation and - Technology Solution got 1 place in 2014 and 3" place in 2015 )
« Health care IT giant (Layofi 1,600 employees) i
Technology + Influence Policy to profit from further innovation
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KEY RISKS
Regulations

Financial Crisis in Europe
2016 Election

« Healthcare regulation change would increase cost

Small changes in operation margin make huge difference in the target price

$68m in 2014 and $ 72m in 2013 i

Litigation Risk
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FINANCIAL RATIOS
gty | teoors | merom | mewe | meer | o | merznn

Return on Sales

6.37% 6.04% 9.10% 9.35% 9.33% 9.22% =
Operating profitmargin 1.66% 112% 189% 175% 162% 1.85% o
Net profit margin 0.82% 0.92% 1.09% 114% 1.07% 116%

.
Investment
Return on equity (ROE) 18.45% 14.82% 18.93% 20.54% 16.65% 16.71%
Returnonassets (ROA) 2.14% 2.04% 3.85% 4.24% 3.89% 4.48%

szl mmmmmm
Analysis

Accounts Receivable

Turnover 13.96 12.22 12.28 13.61 13.96 1312

Inventory Turnover 12.15 10.94 11.32 12.04 131 141
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FINANCIAL RATIOS (GONT'D)
i mmmmmm

1.09 1.10 1.08 1.09 119 1.26
63.00% 62.00% 98.00% 61.00% 68.00% 69.00%
16.00% 14.00% 11.00% 19.00% 19.00% 22.00%

= “_ "Wargin _-_-
Rsset Turnover Leverage
lllﬂl!SlS Margin

18.05% 0.82% 3.2

14.82% 0.92% 2.66 -
18.93% 109% 3.52 192
20.54% 1.14% 3N .
16.65% 10T% 3.63 2.28
16.1% 116% a1
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RELATIVE VALUATION

18.70

AmerisourceBergen Gorporation 90.20
Gardinal Health, Inc. 20.20

4.04
13.89
4.08

0.20
0.13
0.21

/01 THE OHIO STATE UNIVERSITY
W FISHER COLLEGE OF BUSINESS




MULTIPLE VALUATION

18.70 19.39 0.82 2.51 133.94
P/B 4.04 1.34 1.82 - 293.69
P/ 0.20 0.20 1.00 - 162.15

/01 THE OHIO STATE UNIVERSITY
W FISHER COLLEGE OF BUSINESS




DGF VALUATION

Analyst: Siyu Zou Terminal Discount Rate = 9.50%
Date: 08/02/2016 Terminal FCF Growth = 3.00%
Year 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E
Revenue 192,250 203,798 214,466 225,190 236,449 248,272 260,685 271,113 281,957 290,416 299,128
% Grow th 6.0% 5.2% 5.0% 5.0% 5.0% 5.0% 4.0% 4.0% 3.0% 3.0% o
Operating Income 3,523 3,531 3,716 4,053 4,256 4,469 4,953 5,151 5,357 5,518 5,683
Operating Margin 1.8% 1.7% 1.7% 1.8% 1.8% 1.8% 1.9% 1.9% 1.9% 1.9% 1.9%
Interest and Other (332) (352) (370) (450) “4a73) 497) (521) (542) (564) (581) (598)
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% -
ol
Taxes 894 436 629 1,009 1,059 1,112 1,241 1,290 1,342 1,382 1,424
Tax Rate 28.0% 28.0% 28.0% 28.0% 28.0% 28.0% 28.0% 28.0% 28.0% 28.0% 28.0%
Net Income 2,298 2,289 2,409 2,594 2,724 2,860 3,191 3,318 3,451 3,555 3,661
% Grow th -0.4% 5.2% 7. 7% 5.0% 5.0% 11.6% 4.0% 4.0% 3.0% 3.0%
Add Depreciation/Amort 952 1,019 1,072 1,126 1,182 1,241 1,303 1,084 1,128 1,162 1,197
% of Sales 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 0.4% 0.4% 0.4% 0.4%
Plus/(minus) Changes WC (826) (240) (222) (225) (236) (248) (261) 271) (282) (290) (299)
% of Sales -0.4% -0.1%6 -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1% -0.1%
Subtract Cap Ex 3797 408 429 450 709 745 782 813 846 871 897
Capex % of sales 0.2% 0.2% 0.2% 0.2% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3% 0.3%
Free Cash Flow 2,044 2,660 2,830 3,045 2,960 3,108 3,451 3,318 3,451 3,555 3,661
% Grow th 30.1% 6.4% 7.6% -2.8% 5.0% 11.0% -3.9% 4.0% 3.0% 3.0%
NPV of Cash Flows 19,621 46%0 g,
NPV of terminal value 23,411 54%0 Terminal Value 58,018 :
Projected Equity Value 43,032 100%6 =
Free Cash Flow Yield 5.68% Free Cash Yield 6.31%0 ¥
Current P/E 15.7 15.7 14.9 Terminal P/E 15.8 .
Projected P/E 18.7 18.8 17.9
Current EV/EBITDA 9.2 9.1 8.6 Terminal EV/EBITDA 9.2
Projected EVV/EBITDA 10.8 10.6 10.1 >
N
Shares Outstanding 229 >
Current Price $ 157.41
Implied equity value/share $ 188.24
Upside/(Downside) to DCF 19.6%0
Debt 8,720
Cash 3,410
Cash/share 14.92
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SENSITIVITY ANALYSIS

&80 24 0.070 0.075 0.080 0.085 0.030 0.035 0.100 0.105 0.110

0.015 245 88 2507 207.92 192 63 175.40 167.83 157.63 148.57 140.47

000 26272 23842 218.19 201.08 18542 173.72 16262 152.83 14413

0.025 262.08 253.61 230.33 210.93 194.52 180.46 168.26 157.62 148.23 ¢
0.030 30628 272138 244 590 XX 58 203.98 188.24 174.75 163.06 152.83 :t
0.035 337.39 29538 26270 236.55 21515 197.31 182.21 16927 158.05
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REGOMMENDATION - BUY

McKesson 41% $157.41 (April 1,2016)  $188.24 19.6%
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Medtronic

MEDTRONIC PLC
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BRIEF INTRODUCTION

World's largest medical devices manufacturing company, operating in
over 440 locations across 199 countries.

Four Business Segments: Acyuired/Mergedwith Govidien and

Cardiac & Vascular Group (35% of Revenues) moved its headquarters to Dublin, Ireland
Minimally Invasive Therapies Group (33% of

Revenues)

Restorative Therapies Group (25% of Revenues) —

Diabetes Group (7% of Revenues) MarketCap: 3105 Billion

, ™ THE OHIO STATE UNIVERSITY
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PERFORMANGE (arr 6, 2015-aPR 1, 2016)

2013 Sales:25.82B

Diluted EPS: 1.79

Dividend Yield: 1.90%

Market Cap: 1098

J2-week Range: 95.94 - 79.0¢

Apr 06, 2015 - Apr 05, 2016 ®MDT

78.00
76.00
74.00
72.00
70.00 :
68.00 =
66.00 e
64.00

Apr Jul Oct 2016
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KEY DRIVERS

Synergies from
Covidien Merger

Cost savings from combining administrative and back-office operations; ;.
Consolidating manufacturing plants and information technology systems. »

Extremely diversified product portiolio (>53,000 patents);
The firm makes extensive use of economies of scale;
Global presence allows the company to offset demand elasticity.

Product Portiolio &
Glohal Reach

Tax sa““lgs & 12.9% Corporate tax rate in Ireland US 35% Corporate tax rate inthe U.S. f

|m|]"“,e[| cash Flnws - This tax inversion will generate tax savings worth over $800 Million a year.
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KEY RISKS

Re-institution of the AGA'Ss 2.3% excise tax

International since 40% of MDT's Revenues come from overseas, the
EXposure firmis exposed to the European and LATAM markets

* EXposed to product lianity ciaims Lsefi-insure £

Litigation Risk - Product Recalls & Patent litigation
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FINANGIAL RATIOS
FHIEIEIEIEIEN

Return on Sales

75.45% 75.97% 75.13% 74.52% 68.86%
Operating profit margin [ Y/} 26.53% 26.53% 22.42% 18.59%
Net profit margin 19.43% 22.35% 20.90% 18.02% 13.20%
Returnon i
Investment
Return on equity (ROE) 19.39% 21.14% 18.51% 15.76% 5.03% 7
Return on assets (ROR) 10.18% 10.93% 9.95% 8.08% 2.51%
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RELATIVE VALUATION

Medtronic Company Valuation o

Relative to Industry s
High Low Median Current

Price / Eamings 0.5 0.7 0.6 0.9

Price / Book 0.9 0.9 0.8 0.5

Price / Sales 0.9 09 1.1 1.1

Price / EBITDA 1.1 0.6 0.8 1.3

Relative to S&P 500 3
High Low Median Current ;

Price / Eamings 1.1 0.8 0.9 1.5 :

Price / Book 2.1 1.1 1.2 0.8 ,

Price / Sales 33 3.0 213 23

Price / EBITDA 1.9 1.0 1.1 1.6

Source: Bloomberg. Januar 2016.
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MULTIPLE VALUATION

Target
15 3 25 8

- PME | 26.3 $84.90
6.2 $96.67
6.2 z.z 3.4 3.8 3.6 $10.76
24.1 6.9 12 19.6 19 $73.41
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DGF VALUATION

Medtronic Discounted Cash Flow Valuation

Terminal Discount Rate = 9.0% NPV of Cash Flows 37,033 40%
Terminal FCF Growth =  3.50% HPV of terminal value 55,876 60% ..t
Projected Equity Value 92,909 100% o
Year 2016E  2017E  2018E _ 2019E  2020E  2021E  2022E 2023 2024E  2025E  2026E Free Cash Flow Yield 5.80% ?
Revenue 26067 27207 28194 29321 30465 31623 32793 33973 35162 36393 37,667 Current P/E 19.2 164  18.2
% Grow th 20.00% 4.4% 16% 4 0% 38 38% 3T% 36% 35% 3.5% 3.5% Fl’{ﬁ'.ﬂﬂfﬂd P/E 21.5 18.4 20.4
Current EV/EBITDA 157 136 1441
Operating Income 5888 6,988 6,593 7,004 7,277 7,553 7,833 8115 8399 8,693 8,997 Projected EV/EBITDA 17.1 148 153
Operating Margin 22 6% 25.7% 234% 238% 23.8% 239% 23.9% 23.8% 238% 23.9% 23.8% o
Shares Cutstanding 1,096
Interest and Other (719)  (989) (1,112)  (1,010) {1,050) (1,080) (1,130) (1171} (1.211) (1,254) (1,298}
nterast % of Salkes -2.8% -3.8% -3.0% -14% -3.4% -34% -3.4% -34% -3.4% -3.4% -3.4% Current Price 5 75.61
Implied equity value/share | 84.81 $84_81
Taxes 546 938 534 838 871 904 937 971 1,005 1,040 1,077 Upside/(Downside) to DCF 12.2%
Tax Rate 14.4% 13.4% 14.2% 14.0% 14.0% 14.0% 14.0% 14.0% 14.0% 14.0% 12.0%
Debt 33,752
Net Income 4,323 5061 4548 5155 5356 5560  5.766 5073 6182 6,399 6,623 Cash 4,843
%% Grow th 2% 17.1% -10.1% 134% 38% 38% A.7% 3.6% 3.5% 3.5% 35% Cash/share 4.42
Add De preciation/Amort 1216 1255 1350 1388 1421 1475 1530 1585 1640 1,698 1757 A
%% of Sales 4T 4.7 4.7% 4 7% 4.7 47% 4 7% 4 7T% 47T 4.7% 4 7% i .‘:
Plus/{minus) Changes WC (33)  (254]  [315) (293)  (396)  (443)  (328) (408) (316)" (328"  (339) Terminal Value 132,279 ¥
% of Sales -01% -0.9% -1.1% -1.0% -1.3% -1 4% -1.0% -1.2% -0.8% -0.8% -0.8% [
Subtract Cap Ex 70 900 844 78T 813 849 281 12 944" 977" 1011 AL A SRk ‘
Capex %t of sales 2.T% 2.7% 2.7% 27% 2.T% 2.7% 2.7% 2 7% 2.T% 2.7% 2 7% B 3
Terminal P/E 20.0 o
Free Cash Flow 4806 5162 4739 5443 5563 5743 6.067 _ 6.238 6,562 6792 7,029 :

%, Growth 7 4% -B2% 14.0% 2.7% 3% 6.0% 25% 5.0% 35% 25% LESHinsERERIIA el
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SENSITIVITY ANALYSIS

Growth Rate

3.00%

A e

Discount Rate

8.50%

8.75%

9.00%

3.25%

3.50%

3.75%

4.00%

$ 87.76
$ 90.43
$ 93.36
$ 96.60

$100.20

$ 83.88
$ 86.27
$ 88.88
SUD 1S
$ 94.93

$ 80.33
$ 82.47

$ 84.81

$ 87.37
$ 90.18
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RECOMMENDATION - BUY

Medtronic Price Target

Target

Metric Price Weight

Discounted Cash Flow 58451 50%

Price / Eamings $84.90 12.5% =

Price / Book $96.67 12.5%

Price / Sales $70.76 12.5%

Price | EBITDA $73.41 12.5%

[Projected Target Price $83.12 |

Current Price $75.61

IPDIE‘]‘ﬂiﬁ] Upside 9.94% | :
Company | Recommend A Recommended CurrentPrice TargetPrice | Expected Return ¥
Holding atlnn weight £

Medtronic 9.0% $75.61 $83.12 9.94%
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BRIEF INTRODUCTION

Founded in 1981 Went Public in 1992 Leading Position

Gilead THE OHIO STATE UNIVERSITY
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Gilead 52-Week Stock Performance ( As of March 8, 2016)

) Highest: 121.21 (06/23/2015)
10 Lowest: 82.71 (02/02/2016)

s Current Price: 95.57 (04/05/2016)

80

03/08/2016 03/09/2015 X
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KEY DRIVERS

RaD And Patents & :zm:;‘t'i‘t'i"',‘:::sl;ﬂ potential product candidates -
Acquisitions * Product portfolio
- Newtechnology or improvement on technology

-
o Cannibalization
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FINANCIAL RATIOS

D T 94.73% 16.23% 26.03% 26.97% 40.63%
D T 32.93% 34.19% 13.59% 12.12% 16.12%
| GrossMargin @ [[YAED 84.78% 74.48% 74.53% 74.61%

EBITDA Margin 11.23% 12.80% 99.31% 99.41% 99.86%
Operating Margin 68.00% 61.33% 40.39% 41.33% 45.20%
Net Profit Margin 99.41% 48.45% 21.29% 26.93% 33.21%

/UW THE OHIO STATE UNIVERSITY
QP FISHER COLLEGE OF BUSINESS




Gilead Sciences, Inc. (GILD)

Terminal Discount Rate = 10.75%06
Terminal FCF Growth = 4.25%%0

(million $)

Year 2016 E 201 7E 2018E 2019E 2020E 2021 E 2022E 2023 E 2024 E 2025E 2026 E

Revenue 32,019 31,635 31,476 30,060 29,158 29,129 29,391 29,920 30,788 31,927 33,284
% Grow th -1.2%6 -0.5% -4.5% -3.0%0 -0.1%0 0.9%6 1.8%0 2.9%6 3.7%0 4.3%

Operating Income 21,581 21,448 21,215 19,840 19,011 18,963 19,398 19,837 20,659 21,870 22,833
Operating Margin 67.4% 67.8%0 67.4% 66.0%0 65.29%0 65.1%0 66.0%0 66.3%0 67.1% 68.5%0 68.6%0

Interest and Other (640) (569) (535) 4a81) “Aao8) 4a0o8) “4a11) (509) (585) (670) (732)
INnterest % of Sales -2.0% -1.8% -1.7% -1.6%6 -1.49%6 -1.4% -1.49%6 -1.7% -1.9%6 -2.19%6 -2.29%

Other Income (Expenses) 128 127 157 90 87 87 88 90 123 128 133
% of Sales 0.4% 0.4%6 0.5% 0.3% 0.3% 0.3%0 0.3%6 0.3% 0.4% 0.4%6 0.4%

Taxes 3,582 3,571 3,126 3,485 4,093 4,639 4,747 4,832 5,018 5,300 5,525
Tax Rate 17.0%6 17.0%6 15.0%6 18.0%6 22.0%0 25.0%0 25.0%06 25.0%0 25.0%06 25.0%06 25.0%0

Net Income 17,487 17,434 17,712 15,964 14,598 14,004 14,328 14,586 15,178 16,027 16,709
% Grow th -0.3%06 1.6%06 -9.9% -8.6%0 -4.1%0 2.3%6 1.8%6 4.1%6 5.6%6 4.2%0

Add Depreciation/Amort 1,217 1,139 1,070 902 816 757 735 748 800 o58 1,065
% of Sales 3.8% 3.6% 3.49% 3.0% 2.8% 2.6%6 2.59% 2.59%96 2.6% 3.0%6 3.2%6

Plus/(Mminus) Changes WC 9,513 282 ae) (150) (233) (291) 4a41) (180) 31 223 333
% of Sales 29.7% 0.9%6 -0.1%6 -0.5%6 -0.8%6 -1.0%6 -1.5%6 -0.6%6 0.19%6 0.7% 1.0%6

Subtract Cap Ex 640 569 535 601 671 728 764 808 831 926 832
Capex % of sales 2.0%6 1.8%6 1.7% 2.0%6 2.3% 2.59%96 2.6% 2.7% 2.7% 2.99%6 2.59%96

Free Cash Flow 27,576 18,286 18,231 16,115 14,510 13,742 13,858 14,347 15,178 16,283 17,274
% Grow th -33.7% -0.3% -11.6%6 -10.0%6 -5.3%0 0.8%6 3.5%6 5.8%6 7.3%06 6.1%6

NPV of Cash Flows 95,084 49%0

NPV of terminal value 99,799 5120 Terminal VValue 277,055

Projected Equity VValue 194,884 100%%6

Free Cash Flow Yield 21.40%0 Free Cash Yield 6.24%0

Current P/E 7.4 7.4 7.3 Terminal P/E 16.6
Projected P/E 11.1 11.2 11.0

Current EV/EBITDA 5.5 5.6 5.6 Terminal EV/EBITDA 11.5
Projected EVV/EBITDA 8.4 8.5 8.6

Shares Outstanding 1,464

Current Price 89.65

Implied equity value/share 133.12

Upside/(Downside) to DCF 48.50%

I

Debt 9,891

Cash 12,851

Cash/share

8.78



MULTIPLEVALUATION

142 15.39 1540 22.50 16.24 .
421 6.37 549 974 598 k2
153 828 418 1574 568 ®
P/CF 156 20.81 1327 4164 20.75
518 1532 1128 3351 1070
| Multiples | Max [ Min | Averageof3Peerfirms | Auverageofindustry | Denominators [ |
P/E 2250 1540 18.05 15.39 EPS 12.31
P/S 914 549 101 6.37 Sales/Share 22.29
P/B 1514 418 853 828 BookValue/Share 35.11
P/CF 4164 13.21 25.22 20.81 CashFlow/Share 12.05
EV/EBITDA 33.51 1070 1850 15.32 EBITDA/Share 1722
GileadValue 4
P/FE 21833 19050 22324 190.37 &
P/S’'S 21115 12240 151.62 142.02 -~
P/B'B 55734  148.01 302.16 293.19
P/CFCF 50170  159.88 303.86 25013
51697 18423 318.47 263.18
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ABSOLUTE VALUATION

Gilead Target Target Multiple

Multiple Multiple /Gilead Multipte | currentPrice | TargetPrice

P/E 142 13.90 1.82 89.69 163.11
P/S 4.21 10.10 231 89.69 212.09
P/B 133 8.20 1.09 89.65 91.63

EWEBITDA  [EX[] 10.00 173 89.65 155.10
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TEGHNIGAL ANALYSIS

Gillead Sciences, Inc., W, Nasdag o H L C o
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REGOMMENDATION

’] THE OHIO STATE UNIVERSITY
FISHER COLLEGE OF BUSINESS




’@1 THE OHIO STATE UNIVERSITY
w FISHER COLLEGE OF BUSINESS




