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CIF Sector Update Report (Spring 2014) 

Sector _Healthcare_____________      Analyst:_Connor_McCulloh_______ 

Presentation Date:_4/7/2014________________ 

Review Period:   Start Date: _March 20th___________  End Date:__April 1st_____ 

Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

 

 

Copy/paste a one-month price chart (from http://finance.yahoo.com/ or 

http://www.google.com/finance) of both the sector ETF and SP500 here.  

 

 

http://finance.yahoo.com/
http://www.google.com/finance
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How did the sector perform relative to the broad market (SP500) during the review period? 

What might have caused the out-/under-performance of the sector in relation to the broad 

market? You should weigh in macro, sector/industry, and company-specific factors that might 

have contributed to the out-/under-performance 

 

The healthcare sector started right around the same price as the S&P 500. As the month 

moved on the healthcare sector separated from the S&P, and ended finishing about 2% below 

the S&P. Even though the HC sector finished below the S&P it wasn’t by a lot, also the S&P was 

barely above zero which reflects that it was a tough period for the markets. When looking at 

the stock price, the Healthcare sector ended slightly underperforming because the price moved 

from $59.46 to $58.88.  

Obviously the biggest news in the sector from this review period was the announcement 

that the Affordable Care Act was able to bring slightly more than their goal of seven million. The 

Affordable Care Act is most likely responsible for both the drop and the rise in the sector price. 

This is because at first the act did not appear that it was going to be able to make its original 

goal and thus brought down the sector too. Then once the deadline was almost up, there was a 

huge spike in people that were enrolling and the sector price has started to increase ever since. 

It should also be noted that there is another deadline set for other stragglers that is on April 

15th. Also Medicaid enrollment has officially jumped all the way up to three million people 

enrolled under the Obama administration. 

Another development in the healthcare sector was that the FDA recently defended that 

generic drugmakers to update their labels as they become more aware of new safety 

information. In the past the rule was that generic drugmakers could not change their labeling 

because they had to legally remain constant their brand name counterparts. The generic 

drugmaking companies are lobbying strongly against this because they feel that of this gets 

passed it will expose generic drug manufacturers to substantial liabilities. That would in turn 

require them to adjust prices to stay in business by doing things like withdrawing products or 

declining to launch new affordable versions of branded medicines (Reuters). With all of that 

said this FDA proposal will defiantly have an impact in the healthcare sector.  
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(A-2) Big Sector Movers 

Identify two largest sector gainers and losers from recent 1 month. Copy/paste a 1 month 

price chart of the two largest gainers and losers here.  

Gainers 

This is Laboratory Corporation of 

America Holding (LH) and they 

were the second biggest gainer. 

Their stock price increased from 

$93.06 to $101.48 or 9.05%. 

 

 

This Quest Diagnostics (DGX) and 

they were the largest gainer in the 

last month. Their stock price 

increased from $52.10 to $59.61 

or 14.06%. 

 

Losers  

This is the Celgene Corporation 

(CELG). Their stock price fell from 

$161.83 to $137.38 or 15.11%. 

 

 

 

 

This is Alexion Pharmaceuticals, 

Inc (ALXN) and they were the 

biggest loser in the last month. 

Their stock price fell from 

$173.44 to $142.50 or 17.84%. 
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What might have contributed to big price moves in the period examined (recent 1 month) of 

each of the named gainers/losers?  

Laboratory of Corporation of America Holdings (LH)- LH was able to have a successful month 

because they announced a change on their board that many feel was a good decision. The 

biggest factor was that it was also announced that there was a provision added to a bill in the 

House of Representatives that would prevent Medicare and Medicaid from cutting its lab 

testing fees (Fly on the Wall). 

Quest Diagnostics (DGX)- DGX also had a significant rise in the last month and it is believed to 

also be because of the provision added to the bill above. The provision insures that DGX will 

receive this income in form of a fee until 2017. 

Celgene Corporation (CELG)- Many believe that the $500 million bet CELG is putting into cancer 

research given the complexity of the disease. The biggest issue however is the lawsuit they face 

from Mylan Inc. which Celgene is accused over trying to maintain a monopoly with certain 

drugs (Yahoo Finance). 

Alexion Pharmaceuticals (ALXN)-  Some people believe that ALXN rapid decline could be 

because of the bearish outlook of the biotech industry over the last month. This has been going 

on in a number of industries outside of the healthcare sector. Some people believe that this 

stock should be able to rebound. 

 

Identify two largest sector gainers and losers of during recent 3 month. Copy/paste a 3 month 

price chart of the two largest gainers and losers here. 

 

Gainers  

This is Forest Laboratories, Inc. 

(FRX) and they were the biggest 

gainers over three months. 

Their stock price moved from 

$59.62 to $90.56 or 51.9%. 
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This is Intuitive Surgical, Inc. 

(ISRG). Their stock price 

increased from $373.46 to 

$505.52 or 35.36%. 

 

 

 

Losers 

This is the Celgene Corporation 

(CELG) and they were the 

biggest loser in the three month 

period. Their stock price fell 

from $169.81 to $137.38 or 

19.1%. 

 

 

 

This Zoetis Inc. (ZTS) who also 

had a rough three months. 

Their stock prices fell from 

$32.05 to $29.32 or 8.52%.  

 

 

 

What might have contributed to big price moves in the period examined (recent 3 month) for 

each of the named gainers/losers?  

Forest Laboratories (FRX)- Forest Laboratories was acquired by Actavis for $25 million and that 

means that Actavis was valuing FRX shares at about $89.48, which is still roughly where their 

shares still sit. 
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Intuitive Surgical (ISRG)- ISRG was able to have a strong month because the FDA recently 

approved their Da Vinci Robotic surgical system that will improve the way robotically assisted 

surgeries are performed. 

Celgene Corporation (CELG)- As mentioned above they are in a pending lawsuit with Mylan that 

has a chance to do some really damage to CELG.  

Zoetis Inc. (ZTS)- ZTS announced on March 26th that they were declaring a second quarter 

dividend of $0.072 per share which was slightly lower than expected and brought their stock 

price down (Yahoo Finance). 

 

(A-3) Two Largest Stocks in the Sector 

Identify two stocks with the largest weight in the sector ETF. Copy/paste a 1 month price 

chart to include the two stocks, sector ETF and SP500 here.  

 

Highlight noteworthy news, announcements, or events relevant to the two stocks. 

The two stocks with the largest weight in the sector ETF are Pfizer Inc. (PFE) and Johnson 

and Johnson (JNJ).  Over the revision period dating from March 20th to April 1st both of these 

companies were involved in some recent news. First, Johnson & Johnson’s experimental drug 

for psoriasis showed a lot of promise in a recent study that most done, it should be noted that 

this drug is currently in stage II testing. Also on March 27th Fitch Ratings affirmed JNJ still had an 

issuer default rating and a long term debt rating at AAA. This means that they have stable 

ratings outlook and it also shows that Fitch has expectations that JNJ will continue to generate 

strong operational and financial performance supported by its business segments (Reuters). 

Lastly it was announced by AOL that Johnson & Johnson executive Kim Kadlec was leaving JNJ 

to become the head of the newly created position of AOL’s various media properties. 

On March 25th Pfizer announced some really huge news that their lung cancer drug was 

able to beat chemo for previously untreated patients. The drug is called Xalkori and tests have 
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shown that it has been able to delay progression of lung cancer longer that chemotherapy in 

patients who had never been treated. Currently Xalkori brings in annual sales of about $350 

million and is now expecting to make an increase with the release of this study. With the news 

coming from this late stage development study PFE shares jumped 0.6%.  There are also 

currently some rumors that there is a possibility that Pfizer will announce news of a breast 

cancer on Sunday, with would have ramifications for the company obviously (Forbes).  

 

(A-4) Short-term (up to Three Months) Outlook of the Sector 

What is your short-term (up to three months) outlook of the sector? Provide arguments in 

support of your view. 

 The Short-term outlook for the healthcare sector appears to look promising for multiple 

reasons. The biggest reason is that the Affordable Care Act is start to be figure out as to what 

changes it is going to have on the sector. Also originally some of the firms were struggling with 

some of the new fees that came along with the bill and that there wasn’t going to be a lot of 

development in new drugs. As stated previously both JNJ and PFE as the two largest firms are 

looking to announce the success that they are having with some of their experimental drugs, 

which means that these firms have been able to move on from incurring the initial fees. The 

biggest reason I believe this sector will be successful is because all of the firms can start to 

enjoy all of the new customers that are being brought to their companies. As stated previously 

the Affordable Care Act bought in just a little over their goal of seven million people. Overall 

with seven million people coming in this sector should start to success in the short-term. 
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Section (B) Sector Holding Updates 

Company #1: Bristol-Myer Squibb Company (BMY) 

Date Recommended: 02/28/2014 

Date Re-evaluated:   04/7/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

Update what happened to the company during the review period.  

 Throughout the review period which was from March 20th to April 1st Bristol-Myers 

Squibb decreased from $53.78 to $49.89. As of right now BMY has their next earnings date set 

for April 29th 2014, which is when we will get a lot more information on how the company is 

performing. That being said they recently had paid their last quarter installment of dividends or 

$1.44 which makes them an above average dividend provider in the healthcare sector 

(Investorplace). On March 24, 2014 it was announced that Bristol-Myers Squibb was going to 

release data on their drug that is advancing into late stages to deliver on their new drug 

daclatasvir (DCV). This drug is in phase III has been granted its investigational use as a 

combination therapy in the treatment of genotype 1b chronic hepatitis C infection also known 

as HCV.   

  

Relative Performance 

Review and comment on performance of Stock #1 over the review period relative to the 

sector ETF and SP500.  

  Over the course of the review period dating from March 20th to April 1st the S&P 500 

outperformed both the healthcare sector XLV and the first stock that we have purchased BMY. 

In fact the S&P was the only one to actually finish positive and it only finished at 0.72% at the 

end of the period. While the healthcare sector finished at -0.98% and Bristol-Myers struggled 

over the time frame at -3.55%. It seems that over the review period that BMY has been on a 

steady decrease, this is most likely because of the current state of the biotech and 

biopharmaceutical industry. Like I mentioned before with ALXN it has been a bearish month for 

a lot of companies but there is still a firm belief that they should be able to make it through this 

rough patch and again become profitable.  
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1-Year Price Chart 

 

 Looking at the above price chart Bristol-Myers Squibb has not really been able to 

separate itself from either the S&P 500 or the healthcare ETF XLV. The month of March was a 

good month for BMY because of the promise of their big money making drug Yervoy getting 

closer to completion and doing well in studies. But uncertainty has to risen because of the 

companies that are really struggling within BMY’s industry and has tanked the share price in the 

last month. Where all three of the comparisons stand currently it appears to be a three way tie 

but I believe BMY will eventually pull back ahead.   

 

 

 

(B-2) Valuations, Estimates and Recommendations 

Original Analysis 
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Re-evaluation Analysis 

 
 

Comment on the changes 

 The P/E ratios across the board all got slightly higher except for the healthcare sectors. 

Again this is because of the bearish outlook with in this industry currently. The other notable 

differences include a decrease in sector and industry P/S and BMY decrease in P/CF. Although 

neither of these are by a incredibly significant amount they both indicate a bullish sediment for 

the industry and sector. This is a good signal coming on the heels of a rough last month for a lot 

of firms in this industry.  

 

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  

 
 

 

Comment on the changes 

There have been no changes to the historical surprises information because as I 

mentioned earlier the next earnings report will not be available until April 29, 2014.  

 

Consensus Estimates 

Original Analysis  
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Re-Evaluation Analysis  

 
 

 The first thing that is noticeable is the changes made to the analysts’ expectations for 

the quarter ending in June 2014. Their expectations for sales have dropped by a fair margin 

which culminates with the mean rate 159.77. The other expectations for the other earning 

dates did not drop as significantly as the one for June 2014 did. However expectations for 

earnings rose by $0.01 for the mean rate with the high estimate jumping up $0.10. This goes 

back to when we first made the recommendation because we discussed that BMY was trying to 

cut their costs and it shows here, which means everything is still going accordingly. Lastly, the 

long term growth rate increased 13.50% to 14.33% and added another analyst opinion to that 

category as well.  
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Estimate Revision Analysis 

Original Analysis (2/28/2014) 

 

 

 

Re-Evaluation Analysis  

 
 

Comment on the changes 

 As you can tell from the above chart, there were not too many revisions; in fact there 

were only a total of two. One revision for revenue for year ending in December 2014 and the 

other was for earnings in the year ending in 2014. 
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Analysts’ Recommendations 

Original Analysis 

 
 

Re-Evaluation Analysis  
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Comment on the changes 

 There were again very few changes made in both of these charts. There was only one 

mean rating that changed and that was in the two months ago category where it decreased 

from 2.35 to 2.33.  

 

(B-3) Technical Indicators (“Moving Average” and “Relative Strength Index” from 

http://finance.yahoo.com/) 

 

10 & 50 Day Moving Averages Chart 

 
50- & 200-day moving average (MA) 

 

http://finance.yahoo.com/
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How have the two sets of technical charts changed from the ones in the original report?  Are 

findings from technical analysis supportive of your other findings? 

 The most notable and visual change occurred in the 50 and 10 day moving averages chart 

because there is now a death cross coming around mid to late March. As I mentioned previously this is 

lost likely because of the entire industry that BMY is in is currently struggling. However it does look like 

to 10 day moving average is really trying to make a push for a gold cross. That be said the 200 day & 50 

day moving averages chart doesn’t really back that kind of thought up. It appears that the 200 day 

moving average is closing the gap on the 50 day moving average chart which would indicate a very 

bearish sediment. Overall I believe that these moving average charts are more of an indicator of what is 

going on in the industry rather than what is going on at BMY. With that I mind both of these charts are 

defiantly going to be important to pay attention to in the coming weeks.  

 

 

 

 

 

 

 

Stock #2- Thermo Fisher Scientific (TMO) 

Date Recommended: 03/26/2014 

Date Re-evaluated:   04/04/2014 

(B-1) Company Updates and Stock Performance 

Company Update 

Update what happened to the company during the review period.  

The review period for this project was from March 20th to April 1st, but this stock wasn’t 

recommended to the class until March 26th so there will be some overlap of information. It 

should also be noted that this stock only spent a total of five days in our class portfolio when 

my review period ended. The biggest news coming from Thermo Fisher Scientific was that it 

sold gene modulation and magnetic beads businesses to General Electric for $1.065 billion on 

March 24th. After that announcement TMO’s stock price was able to rise roughly 7%. On March 

31st TMO introduced its new instruments and equipment at Analytica. The products they 

unveiled there generally have a main use in the operating room.  
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Relative Performance 

Review and comment on performance of Stock #2 over the review period relative to the 

sector ETF and SP500.  

 Over the course of the review period TMO price decreased from $123.58 down to 

$121.88 for a loss of -1.38%. This means that it underperformed in regards to both the 

healthcare sector ETF XLV and the S&P 500.  Again the S&P 500 performed the best at 0.72% 

and Bristol-Myers Squibb struggled at 3.55% and the healthcare sector -0.98%. With that said it 

should again be noted that over time frame, TMO wasn’t in the portfolio until eight days later.  

 

1-Year Price Chart 

 

 This price chart shows that Thermo Fisher Scientific basically dominated both the S&P 

500 and the healthcare sector ETF XLV. A year ago all of the comparisons basically started in the 

same area, but ever since then TMO gained the lead and has continuously been pulling away 

from the other two. Currently it appears that TMO is up roughly 35% on both the S&P and the 

healthcare ETF over the last twelve months.  

 

(B-2) Valuations, Estimates and Recommendations 

Original Analysis 
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Re-evaluation Analysis 

 
 

 

 

Comment on the changes 

 I was surprised to see that there were actually some noticeable changes to these charts 

in such a short amount of time. However there were really only two that change substantially 

and those were the industry P/E and P/CF. Both of these increased by about one which isn’t 

enough to really mean all that much but if they continue to increase that will result in a bearish 

sediment.  

 

Historical Surprises 

Original Analysis  
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Re-evaluation Analysis  

 
 

Comment on the changes 

 There are zero changes in either chart because of how recently TMO was 

recommended. 

 

Consensus Estimates 

Original Analysis  
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Re-Evaluation Analysis  

 
Comment on the changes 

 Since the first recommendation occurred the quarter ending in March 2014 obviously 

already happened so we can ignore that first row in the original chart. Other than that one 

small technical change there really isn’t any new changes in fact all of the numbers are still the 

same.   

 

Estimate Revision Analysis 

Original Analysis (03/26/2014) 
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Re-Evaluation Analysis  

 
 

Comment on the changes 

 As you can see the biggest change comes in the up column from the last four weeks as 

there have been multiple revisions. Obviously having an increasing amount of up revisions is a 

very good signal that the stock will continue to perform well. Also there are now zero 

downward revisions for this stock as of right now.   

 

Analysts’ Recommendations 

Original Analysis 
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Re-Evaluation Analysis  

 
Comment on the changes 

 There are no changes to report here again because of how recently the 

recommendation was.  

 

 

 

(B-3) Technical Indicators (“Moving Average” and “Relative Strength Index” from 

http://finance.yahoo.com/) 

 
 

 

http://finance.yahoo.com/
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Copy/paste 50- & 200-day moving average (MA) technical analysis chart with relative 

strength index (RSI) as the bottom panel 

 
 

How have the two sets of technical charts changed from the ones in the original report?  Are 

findings from technical analysis supportive of your other findings? 

 Obviously with my review period so close to the date of recommendation the moving average 

charts look very similar to the originals. We now get a further look into what going to happen to the first 

50 & 10 day moving average chart. It appeared at first that it was headed towards a certain death cross 

but now it looks like the two lines will only just touch and not intersect each other resulting in said death 

cross. Moving to the 200 & 50 moving day average charts you can notice that they are basically the 

same except that there is now an even bigger gap between the 50 & 200 day moving averages resulting 

in a bullish sediment.  

 

Section (C) Sector Holding Recommendations 

Based on your sector update research, recommend and provide justifications what CIF should 

do for each individual stock it holds in the sector: 

1. Continue to hold and keep “target price” & “stop-loss price” as is; 

2. Adjust “target price”. If you recommend an adjustment, you must suggest a new “target 

price”; 

3. Adjust “stop-loss price”.  If you recommend an adjustment, you must suggest a new 

“stop-loss price”; 

4. Sell the stock; 
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Provide your recommendations in the following table 

 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

 
Recommendation 

 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

Bristol-Myers Squibb BMY 02/28/2014 04/04/2014 N/A $61.62 
Unchanged 

$45.54 
Unchanged 

Thermo Fisher 
Scientific 

TMO 03/26/2014 04/04/2014 N/A $133  
Unchanged 

$104 
Unchanged 
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