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Date:4/3/2013 

Analyst: Trevor Boren 

CIF Sector Recommendation Report (Fall 2012) 

Sector: Healthcare     Review Period: 3/20/2013 – 4/02/2013 

Section (A) Sector Performance Review 

 

 

Review sector performance relative to the broad market (SP500) and explain why; Include a two-week 

(for the two-week window reviewed) price chart of the SPDR sector ETF and SP500 (on the same 

chart) 

 Over the two week period both the S&P 500 and the ETF have made positive gains. As a 

whole the S&P had been experiencing more turbulence on some fronts than the Health Care 

sector. For instance, the Cyprus banking crisis understandably had more of an effect on the 

overall market than on XLV. Overall, equities are still performing well as interest rates remain 

low, and the Health Care sector is still outperforming the market pretty handily. 

 The overall market is seeing a degree of tentativeness from some investors. Since the 

S&P has been flirting with all-time highs for some time, some investors are a bit skittish at its 

current levels. While XLV is still seeing substantial gains, much of which can be attributed to 

perceived benefits from the Affordable Care Act. In all, the market has shown lackluster 

performance over the review period as it has experienced much more uncertainty, while XLV 

has done very well. 
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Highlight noteworthy headline news from the sector (company-, industry-, or sector- level 

news) 

- Gilead hits record highs on positive news from HIV and Hep-C drug success. 

http://www.bloomberg.com/news/2013-03-28/gilead-hits-record-high-on-analyst-s-view-of-

higher-sales.html?cmpid=yhoo 

- BIIB also hits record high as a result of MS drugs approval by the FDA. 

http://www.fool.com/investing/general/2013/03/28/biogen-gains-approval-for-ms-drug.aspx 

- Overall, positive news for the health care sector has been abundant over this period in many 

regards. 

Highlight the biggest (+) and the biggest (-) movers from the sector holdings during the review 

period. Are there notable reasons why the stocks had big moves (e.g., earnings surprises, 

etc)? 

Winners 

- Synta Pharmaceuticals (SNTA) (8.00%) 

Recent buzz about outlook on account of ACA 
http://www.marketwire.com/press-release/outlook-for-diagnostic-substances-industry-nasdaq-

cldx-1766368.htm 

- GTx Inc. [GTXI] (6.31%) 

Stifel Nicolaus set a “buy” rating on the stock 

http://www.dailypolitical.com/finance/stock-market/gtx-now-covered-by-stifel-nicolaus-

gtxi.htm 

 

 

 

http://www.bloomberg.com/news/2013-03-28/gilead-hits-record-high-on-analyst-s-view-of-higher-sales.html?cmpid=yhoo
http://www.bloomberg.com/news/2013-03-28/gilead-hits-record-high-on-analyst-s-view-of-higher-sales.html?cmpid=yhoo
http://www.fool.com/investing/general/2013/03/28/biogen-gains-approval-for-ms-drug.aspx
https://www.google.com/finance?q=NASDAQ:SNTA&ei=-mtgUaD1DaOtiQKTmQE
http://www.marketwire.com/press-release/outlook-for-diagnostic-substances-industry-nasdaq-cldx-1766368.htm
http://www.marketwire.com/press-release/outlook-for-diagnostic-substances-industry-nasdaq-cldx-1766368.htm
http://www.dailypolitical.com/finance/stock-market/gtx-now-covered-by-stifel-nicolaus-gtxi.htm
http://www.dailypolitical.com/finance/stock-market/gtx-now-covered-by-stifel-nicolaus-gtxi.htm
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Losers 

- Rigel Pharmaceutical [RIGL] (-40.40%) 

Recent downgrades from several firms on account of potential FDA denial 

http://zolmax.com/rigel-pharmaceuticals-rating-lowered-to-market-perform-at-bmo-capital-

markets-rigl/53884/http://finance.yahoo.com/news/progenics-4q-loss-narrows-revenue- 

- Amarin Corp. PLC [ADR] (-4.39%) 

Also pessimism about FDA approval of a couple of their drugs 

http://www.fool.com/investing/general/2013/03/23/3-fda-decisions-you-need-to-watch-in.aspx 

Highlight the largest two holdings from the sector and note any headline news on the 

companies 

- Johnson & Johnson (JNJ) is largest holding (12.73%) 

- JNJ recalled nearly 2million glucose meters used for blood sugar measurements in 

diabetes. 

http://wallstcheatsheet.com/stocks/johnson-johnson-prescribes-another-recall.html/?ref=YF 

 

- Pfizer (PFE) is second largest holding (12.10%) 

-  New rheumatoid arthritis drug, Xeljanz, was approved for use in Japan. 
http://finance.yahoo.com/news/pfizers-rheumatoid-arthritis-drug-okd-204508963.html 

 

Comment on short-term outlook of the sector (including noteworthy upcoming events) 

 

-     The short term outlook for the sector is still good. Yesterday, the CMS had voted to 

increase payments for Medicare Advantage, which caused many manage health care 

stocks to have positive jumps. Many investors and analysts are bullish on the sector still, 

and the ACA will have many positive benefits for many industries within the sector. As 

employment levels continue to rise, more people will become insured which will further 

benefit the sector. Overall, there are many good things to look forward to for the 

healthcare sector and the positive trend will seemingly continue. 

http://www.foxbusiness.com/news/2013/04/01/in-reversal-us-to-raise-medicare-advantage-

payment-rate/ 

 

Section (B) Sector Holding Updates 

Company #1: LabCorp of America Holdings (LH) 

Date Recommended: 2/5/2013 

Date Re-evaluated:   4/3/2013 

http://zolmax.com/rigel-pharmaceuticals-rating-lowered-to-market-perform-at-bmo-capital-markets-rigl/53884/
http://zolmax.com/rigel-pharmaceuticals-rating-lowered-to-market-perform-at-bmo-capital-markets-rigl/53884/
http://finance.yahoo.com/news/progenics-4q-loss-narrows-revenue-164708842.html
http://www.fool.com/investing/general/2013/03/23/3-fda-decisions-you-need-to-watch-in.aspx
http://wallstcheatsheet.com/stocks/johnson-johnson-prescribes-another-recall.html/?ref=YF
http://finance.yahoo.com/news/pfizers-rheumatoid-arthritis-drug-okd-204508963.html
http://www.foxbusiness.com/news/2013/04/01/in-reversal-us-to-raise-medicare-advantage-payment-rate/
http://www.foxbusiness.com/news/2013/04/01/in-reversal-us-to-raise-medicare-advantage-payment-rate/
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Company Update 

 Over the last two weeks the company did not have many notable events, other than a 

new addition to their board of directors. No earnings announcements have come out, nor has 

there been any change in the outlook for the company overall. Zacks had reiterated their 

position as neutral on the stock in this period. While there had been a slight increase in days-to-

cover on the stock, the share prices had made a decent jump. 

Relative Performance 

 LH greatly outperformed the S&P over this period, while it barely underperformed the 

ETF. They had only shown positive growth of roughly 5.06%, so the stock had done very well 

over the period. In comparison to ESRX, LH had again performed well. ESRX had a little over 1% 

decrease in share price over the same two week period, so in terms of our stocks LH was easily 

the best performer. 

Price Charts 

Insert a price chart of the stock for the most recent three months. You should include on the 

same chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same period 

 

 

Insert a price chart of the stock for the most recent one year. You should include on the same 

chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same period 
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Valuations Analysis 

Original Analysis 

Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of the stock, the industry, and the 

sector from “ratio analysis” section of the original stock recommendation report (from CIF 

website, “reports” tab) 

 

Re-evaluation Analysis 

Copy/paste the requested valuation multiples from http://www.reuters.com/ , “Financials” 

tab 

http://www.reuters.com/
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Briefly discuss the changes 

 

- Overall the company looks more expensive than when initially recommended, and their 

debt has shrunk very slightly. Additionally their profit margins have shrunk, as well as 

their ROA and ROA. Overall, it is not too surprising that the stock has become more 

expensive, as the equity market has been doing that lately. Though it is good that we 

bought in at cheaper multiples, the shrinking ROA, ROE, and profit margins is not a good 

sign. Overall the changes are minimal here, which leads me to believe that no changes 

need to be made at this point. Especially since the stock has been performing well lately. 

 

Historical Surprises 

Original Analysis  

Copy/paste “Historical Surprises” Table from the original stock recommendation report (from 

CIF website, “reports” tab) 
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Re-evaluation Analysis  

Copy/Paste the “Historical Surprises” Table from http://www.reuters.com/ , “Analysts” tab 

(include both revenue and earnings; make note that revenues might be in “millions”) 

http://www.reuters.com/
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Briefly discuss the changes 

 

- Since the initial proposal to buy the stock, there has been one earnings announcement. 

That announcement was positive in terms of both earnings and sales numbers, and the 

stock moved upwards on the news. Since then the stock has remained somewhat range 

bound, but again that was not too long ago. 

 

Consensus Estimates 

Original Analysis  

Copy/paste “Consensus Estimates Analysis” Table from the original stock recommendation 

report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  

Copy/paste the “Consensus Estimates Analysis” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 
 

 

Briefly discuss the changes 

http://www.reuters.com/
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- First thing to notice here is that the amount of analysts entering the fray has increased 

very noticeably. Though it seems that this often happens shortly after earnings 

announcements are made when information is more available. Aside from that, 

quarterly sales estimates have dropped overall. And EPS has shown overall decreases as 

well, with the exception of one quarter. Similarly, the LT-growth rate has dropped by 

nearly one percent. Since there has been a sharp increase in the number of analysts 

since the stock was first recommended, and more information has come out, this is 

likely a result of more recent information being disseminated into the market and 

resulting corrections being made to LH’s outlook. 

 

Estimate Revision Analysis 

Original Analysis (02/05/2013) 

Copy/paste “Estimates Revision Summary” Table from the original stock recommendation 

report (from CIF website, “reports” tab) 

 

Re-Evaluation Analysis  

Copy/paste the “Estimates Revisions Summary” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

http://www.reuters.com/
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Briefly discuss the changes 

 

- Overall there are more up revisions for LH lately. This is again apparently a result of the 

recent earnings announcements. We see here that there is still more analysts with input 

on the stock than there was before. And the reason behind the increase in upward 

revisions is most likely the raised yearly guidance recently announced by LH. This is good 

news. 

 

Analysts’ Recommendations 

Original Analysis 

Copy/paste “Analyst Recommendations and Revisions” Table from the original stock 

recommendation report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  

Copy/paste the “Analyst Recommendations and Revisions” Table from 

http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 

 

Briefly discuss the changes 

- The changes here are very minimal. The only real change is that one analyst went from 

hold to outperform in the current category. This lead to a stronger mean rating of 2.91, 

as opposed to the original 2.96. Though admittedly, one analysts move is not something 

to focus too much on, the mean rating has still improved. 

 

Company #2: Express Scripts (ESRX) 

Date Recommended: 2/26/2013 

Date Re-evaluated:   4/3/2013 

Company Update 

  There has not been much in the news regarding ESRX lately. The only thing that is 

slightly pertinent was Walgreens (WAG) deal with AmeriSourceBergen (ABC), whereas ABC will 

be now handling pharma distribution to Walgreens stores. When this news was announced, 

ESRX had dropped roughly 1% overall, but has since regained some of that ground. Most likely 

investors had worries about WAG looking to make some company-wide changes, and 

potentially bring more of the PBM business in house. Though that may be premature, that is a 

trend in the industry lately. 

http://www.reuters.com/
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Relative Performance 

  ESRX was the worst performer overall in the two-week review period, underperforming 

GSPC, XLV and LH. Overall ESRX is still up nearly 3% at this point, but for the period it was the 

laggard of our healthcare holdings. 

Price Charts 

Insert a price chart of the stock for the most recent three months. You should include on the 

same chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same period 

 

 

Insert a price chart of the stock for the most recent one year. You should include on the same 

chart (1) the SPDR sector ETF, (2) and the SP500 prices for the same period 
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Valuations Analysis 

Original Analysis Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of the stock, the 

industry, and the sector from “ratio analysis” section of the original stock recommendation 

report (from CIF website, “reports” tab) 

 

 

Re-evaluation Analysis 

Copy/paste the requested valuation multiples from http://www.reuters.com/ , “Financials” 

tab 

 
 

http://www.reuters.com/
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Briefly discuss the changes 

- Similar with the many other equities at this time, the stock has become more expensive. 

Again, much of this is a result of the recent performance of the stock market as a whole 

and interest rates being kept so low. The debt has shrunk slightly, and the profit margins 

and returns have shrunk as well. This latter bit of information is not such good news, 

though since the announcement by their CEO back around October that caused a huge 

dip in share price, the stock is still climbing back up to past levels, so lower recent 

returns is no huge surprise.   

 

Historical Surprises 

Original Analysis  

Copy/paste “Historical Surprises” Table from the original stock recommendation report (from 

CIF website, “reports” tab) 

 

Re-evaluation Analysis  

Copy/Paste the “Historical Surprises” Table from http://www.reuters.com/ , “Analysts” tab 

(include both revenue and earnings; make note that revenues might be in “millions”) 

 

http://www.reuters.com/
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Briefly discuss the changes 

 

- There have been no new announcements since presented.  

 

Consensus Estimates 

Original Analysis  

Copy/paste “Consensus Estimates Analysis” Table from the original stock recommendation 

report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  

Copy/paste the “Consensus Estimates Analysis” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 
 

Briefly discuss the changes 

 

- Sales estimates have slightly increased over the review period. Similarly most recent and 

out quarter EPS estimates have increased very slightly. In the most recent earnings 

announcement guidance for the year was raised, though that was just before the stock 

had been initially presented, so much of this information was taken into account. There 

is a small amount more analysts than before, mostly in the EPS category. Overall, the 

news here is positive, but not pronounced. 

 

 

 

 

 

 

http://www.reuters.com/
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Estimate Revision Analysis 

Original Analysis (MM/DD/YYYY) 

Copy/paste “Estimates Revision Summary” Table from the original stock recommendation 

report (from CIF website, “reports” tab) 
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Re-Evaluation Analysis  

Copy/paste the “Estimates Revisions Summary” Table from http://www.reuters.com/, 

“Analysts” tab (include both revenue and earnings) 

 

Briefly discuss the changes 

 

- Across the board, sales estimates are totally unchanged. EPS estimates have 3 total 

changes within the last 4-weeks. Most of which are up revisions for both quarters in 

question, and FY2. The one down revision is for FY1 which is surprising since their 

guidance had been raised for the year. Though overall, the revisions are upward early on 

and non-existent over the last week. 

 

Analysts’ Recommendations 

Original Analysis 

Copy/paste “Analyst Recommendations and Revisions” Table from the original stock 

recommendation report (from CIF website, “reports” tab) 

http://www.reuters.com/


20 
 

 

Re-Evaluation Analysis  

Copy/paste the “Analyst Recommendations and Revisions” Table from 

http://www.reuters.com/, “Analysts” tab (include both revenue and earnings) 

 

Briefly discuss the changes 

- There have been no changes in analyst recommendations.  

 

 

 

http://www.reuters.com/
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Section (C) Sector Recommendations 

- Overall the sector is doing very well so far this year. Many analysts are bullish on the 

sector for several reasons. For hospitals, the government being a guarantor of 

healthcare payments on account of the Affordable Care Act is proving very beneficial. 

This is reflected in the recent stock performance of various hospitals. For managed 

healthcare companies, the very recent decision to increase Medicare Advantage 

payments made health insurers more desirable. Biotech has similarly been seeing strong 

performance lately. Companies such as GILD and BIIB have seen strong runs on account 

of recent approvals in the pharmaceutical market. As a whole, the sector ETF has been 

one of the best performers so far this year. As a result, think that we should keep our 

holdings in the healthcare ETF. 

  

Section (D) Sector Holding Recommendations 

 

 
 

Company Name 

 
 
Ticker 

Symbol 

 
Date 

Recommende
d 

 
Date Re-
evaluated 

 
Recommendation 

(Explain Why) 
 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

LabCorp of America 
Holdings 

LH 2/5/2013 4/3/2013 No No No 

Express Scripts ESRX 2/26/2013 4/3/2013 No No No 

 

Provide your recommendations in the following table 

 

- Based on my analysis, I feel that we should make no changes to the stocks we are 

currently holding. Both the stocks are relatively new to the CIF, that being said I don’t 

feel this is a good reason to not make changes. I do not feel any changes need to be 

made because there has been no news on either company that fundamentally changes 

them. We purchased these stocks based on what was presented to us at the time. Since 

then, there have been very minimal changes with both companies in terms of estimates, 

analyst recommendations, earnings and so on. Similarly there has been no industry 

specific news that changes the nature of the respective environments they operate in. In 

all, these companies are showing positive returns and are in a sector that is doing very 

well. Therefore, I feel no changes need to be made. 


