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Company Overview

Company Highlights

e Description/Profile: Merck & Co., Inc. (MRK) has operations all over the world,
covering Animal Health and Pharmaceutical. It provides services to hospitals,
government organizations, drug wholesalers and retailers, physicians and physician
distributors, veterinarians, and animal producers, as well as managed health care
organizations, pharmacy benefit managers, and other institutions. MRK invest in
researching long-acting HIV therapies and making small chemical inhibitors of the
transforming growth factor—activated kinase 1 (TAK1) protein.

e Business Strategy: Turning Science into long-term solutions for customers
e Revenue Segments: Pharmaceutical and Animal Health

e Sector: Healthcare

o Sub-Industry: Drugs and Manufacturing

Valuation hare Price Performance

Key Financial Overview

Market Cap: $277.67B Dividend Yield: 2.92 (2.67%)

Beta (5Y Monthly): 0.37
eta (5Y Monthly) Debt to Equity Ratio: 93.7%

PE Ratio: 19.17
Return on Equity: 20.2%

EPS:5.71

Share Price: $109.52 Current: $109.52 52 wk High/Low: $72.88-115.49
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Revenue Breakdown

Segments and Core Drivers

Major Revenue Segments Pharmaceutical Revenue Breakdown
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Competitors

Company Merck & Johnson & Eli Lilly and Abbvie Inc Astrazeneca Plc Pfizer Inc
Company Johnson Company ADR

Stock Price $109.52 $160.39 $328.4 $151.31 $68.97 $43.21
Market Capitalization 277B 419B 312B 267B 213B 242B

Shares Outstanding 2,535,396 2,614,484 950,178 1,768,480 3,099,600 5,613,314

Annual Sales 59.283B 94.943B 28.541B 58.054B 44.351B 100.330B
60-Month Beta 0.36 0.54 0.35 0.61 0.51 0.62
Earnings per Share 1.62 2.35 2.09 3.6 0.69 1.14
Most Recent Dividend 0.73 1.13 1.13 1.48 0.455 0.41
Price/Earnings ttm 14.24 15.57 41.07 10.73 20.34 6.53
Weighted Alpha 41.4 -6.1 25 3.9 15.7 -14.9

Debt/Equity 0.64 0.37 1.39 3.77 0.65 0.35



Industry Risk & Regulations

Political Risk Factors & Public Policy or Legal Regulations

Legal Regulatory

FDA Approvals and Labels - increasing regulations and political action
Lawsuits

Public Policy

Pressures to reduce pricing over drugs / country based pricing mismatch
Changes in Medicare and other payers can effect the drugs purchase
Changes in Patent regulation

Tax laws

Macro risk

Competition in the pharmaceutical industry

Any introduction of a new process or products

Generics/Biosimilars

Unexpected safety and efficacy concerns

Other conditions such as potential political instability, changes in trade sanctions and embargoes, significant currency fluctuation and
controls, financial crises, and limited or changing market access especially in emerging markets
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Investment Thesis 2

Collaborations(M&A/Partnerships/Royalty Income)

Acquisitions

° Acceleron Pharma Inc. -Pulmonary Arterial Hypertension Phase 3
° Imago BioSciences, Inc. - Bone Marrow Disorders Phase 2
° Pandion Therapeutics, Inc. - Autoimmune Disorders Phase 1

Partnerships

° Moderna - mRNA + Keytruda
° AstraZeneca - Drug Combinations

&
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Scotty Screener

Market cap > 5B

Revenue increased last 5 years

Revenue estimate to increase next 3
years

EPS increased past 5 years

EPS estimate to increase next 3
years

PEG Less than 1

ROE increasing for 3 yrs consecutive
(20-22)

Current DE RATIO <0.3

Wall Street Analyst rating (pass with
70% buy or strong buy)

Insider Trading (buy>sell)




Analyst Ratings

PE($19.17)*Projected EPS($6.87)= $131.70(20.25% Upside)

Merck & Co., Inc. Consensus Rating and Price Target (2023)

Consensus Analyst Rating Analyst Ratings Merck & Co. Inc.
Moderate Buy '- $115.71 3 Months Ago 1Month Ago Current
¢ 4

S R Buy I - B - B -
Current 1 Month Ago 3 Months Ago 1 Year Ago i
2/19/22 to 2/19/23 1/20/22 to 1/20/23 11/21/21 to 11/21/22 2/19/21 to 2/19/22 overwelght . 3 . 3 . 2
Consensus Rating Hold - 9 - 8 - 5
Strong Buy ° ° B n Underweight 0 0 I 1
Buy . N _—
Hold . - - s =T Sell 0 0 0
Sell 0 9 e ° Consensus
Consensus Price Target $115.71 $113.39 $106.00 $91.47 ! 1 | | | o | com— | — | — . [ [ [ |
Predicted Upside A 5.65% Upside A 13.98% Upside A 12.27% Upside A 15.84% Upside
Source: MRK Price Target 2023 | Source: MRK | Merck & Co. Inc. Analyst
Merck & Co.. Inc. Analyst Ratings Estimates & Rating — WSJ

(marketbeat.com)



https://www.wsj.com/market-data/quotes/MRK/research-ratings
https://www.wsj.com/market-data/quotes/MRK/research-ratings
https://www.marketbeat.com/stocks/NYSE/MRK/price-target/#:~:text=According%20to%20the%20issued%20ratings%20of%2017%20analysts,%24135.00%20and%20a%20low%20price%20target%20of%20%2498.00.
https://www.marketbeat.com/stocks/NYSE/MRK/price-target/#:~:text=According%20to%20the%20issued%20ratings%20of%2017%20analysts,%24135.00%20and%20a%20low%20price%20target%20of%20%2498.00.
https://www.marketbeat.com/stocks/NYSE/MRK/price-target/#:~:text=According%20to%20the%20issued%20ratings%20of%2017%20analysts,%24135.00%20and%20a%20low%20price%20target%20of%20%2498.00.
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Future Outlook
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Key External Drivers 2015-2028

Year

—@— Revenue
=&= Number of people with private health
insurance

Brand Name Pharmaceutical Manufacturing

Future Growth, Predictions

Next 5 years:
Revenue

e Mean 2.342% increase per year
Key Drivers Increase (average)
e  Private Health Insurance
o  0.058% increase per year
e Fed. funding for Medicare/Medicaid

o 7.156% increase per year

e Research and Developmental expenditure
o 2.9% increase per year

e Median Age
o 0.4% increase per year



Annual Change in Number of people with private health
insurance 2015-2028
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Industry Outlook 2015-2028
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Company Risk Factors(Examples)

Disruption and Potential Risks (Current Risk)

Trade-weighted index declines, drugs become more expensive intentionally
Regulation and Policies
° The CREATES Act (December 2019)
o Increase competition for generic drugs
° Prescription Drug User Fee Act (September 2022)
o Collect fees from pharma in order to approve/test drugs
Patents last only for 20 years!
e  Januvia & Janumet expire by Merck & Co., Inc. between 2022 and 2023, generated $1.1 billion globally in the third quarter of 2022
Patent Expiry [ Keytruda(2028), Gardasil(2028), Lenvima(2025) etc]

COVID-19
° Disrupt
o Increase export share of revenue
° Benefit

o Operation Warp Speed
m  $10.0 billion of federal funds to vaccine development






