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Section (A) Investment Summary

Recommendation Buy:

Yes No

Target Price:
$83.47 (15%)

Stop-Loss Price:
$63.87 (12%)

Sector: Consumer Staples

Industry: Retail Staples
Sub: Pharmacies and
Drug Stores

Market Cap (in Billions):
86.5

# of Shrs. O/S (in Millions):
1180.0

Current Price: $72.58

52 WK Hi: $76.36

52 WK Low: $55.21

EBO Valuation: $73.07

Morningstar (MS) Fair
Value Est.: $68.00

MS FV Uncertainty:
Medium

MS Consider Buying:
$47.60

MS Consider Selling:
$91.80

EPS (TTM): 3.76

EPS (FY1): 4.47

EPS (FY2): 5.02

MS Star Rating: 3 Stars

Next Fiscal Yr. End

Last Fiscal Qtr. End: Dec

If Less Than 8 WK, next

Analyst Consensus

”Year”: 2014 31%, 2014 Earnings Ann. Date: Recommendation: Reuters
“Month”: 4 Less Than 8 WK: 1.81
Y N
Forward P/E: 14.58 Mean LT Growth: PEG: 1.07 Beta: 0.89
13.61%
% Inst. Ownership: Inst. Ownership- Net Short Interest Ratio: 2.40 | Short as % of Float: N/A
88.72% Buy: Y N
Ratio Analysis Company Industry Sector
P/E (TTM) 19.66 17.26 33.71
P/S (TTM) 0.69 0.39 492
P/B (MRQ) 2.30 1.91 31.36
P/CF (TTM) 13.56 9.89 21.17
Dividend Yield 1.49 1.30 2.50
Total Debt/Equity (MRQ) | 35.33 17.99 31.03
Net Profit Margin (TTM) 3.63 2.19 13.70
ROA (TTM) 6.68 4.79 31.23
ROE (TTM) 12.17 11.37 84.49




Investment Thesis

Based off of the analysis of CVS
Caremark, | am recommending a buy.

Consistently beating the
estimates for both revenues
and earnings.

Meeting and exceeding goals
while always pushing to better
enhance pharmacy and health
of customers.

Very positive analyst ratings
and recommendations.

Affordable Care Act with high
smoking premiums will help off-
set no tobacco sales.

Dominant force in their
respective industry.

Price charts and moving
average charts show great
history.

Summary
Provide brief summary of your analysis in each section

that follows

Company Profile: CVS Caremark is a retailer and health
care company that operates through 3 primary
segments and vertically integrates its operations as the
line between the 2 main segments are blurred.

Fundamental Valuation: 7-year growth plan puts the
price at $73.07, below what the stock is currently
trading at. Adjusting beta was able to get much higher
numbers, as CVS is a “consumer staple.”

Relative Valuation: With CVS’s forward P/E ratio
calculated to 14.58, lower than their current P/E ratio
(TTM) of 19.32, it can be a good indicator that earnings
will grow in the future. Good looking PEG and P/B.

Revenue and Earnings Estimates: The past 4 quarters
shows CVS beating all of their revenue and earnings
estimates. The last 4 weeks also shows multiple
upwards revisions with none going down.

Analyst Recommendations: Reuters mean rating of
1.81 shows strong analyst believe in a buy and
outperform. Morningstar rating of 4.0 (5=buy, 1=sell)
lands exactly on outperform.

Institutional Ownership: 88.72% of stock is held by
institutional ownership. Recently there haven’t really
been any big increases or decreases in positions. Major
holders seem to be selling off more than buying.

Short Interest: CVS has all of their shares outstanding
as float and available for trading. Their days to cover
seems to have recently peaked and is going down
slightly.

Stock Price Chart: Very strong stock prices showing CVS
beating the S&P500 and XLP through all 3 time frames.
6-month moving showing golden cross mid-February
and maintaining and short-term constantly above in 2-
year.




Section (B) Company Profile
(B-1) Profile

Company Description:

CVS Caremark Corporation is a retailer and health care company that has operations primarily
in the United States, with small operations in the District of Columbia, Puerto Rico, and Brazil.
They provide pharmacy services through their more than 7,000 CVS Pharmacy and Longs Drugs
(name only in Hawaii) stores. They are focused on giving greater access to care, lowering the
overall costs for of health care plans for members and payers, and overall improving the health
outcomes of their customers. In 2013, CVS filled 734 million retail prescriptions, approximately
21% of the U.S. retail pharmacy market (10-k).

Major Business Units and Revenue Breakdown:

CVS Caremark has 3 operating segments and a Corporate Segment: CVS Retail Pharmacy, CVS
Caremark Pharmacy Services, and MinuteClinic.

CVS Retail Pharmacy: one of nation’s largest retail pharmacy chains with ~7,660 stores nation-
wide, of which ~7,603 operated a pharmacy as of December 31, 2013 with over 40 years in the
business. All of this leads the Pharmacy to account for 69.5% of net revenues (10-K).

CVS Pharmacy Services: Provides full range of pharmacy benefit management services to their
clients consisting primarily of employers, insurance companies, unions, government employee
groups, managed care organizations, and other sponsors of health benefit plans. This boils
down to providing comprehensive prescription benefit management services to over 2,000
health plans. They operate 25 retail specialty pharmacy stores, 11 specialty mail order
pharmacies and four mail service dispensing pharmacies.

Minute Clinic: The Nation’s largest walk-in clinic which is a division of CVS that are open 7 days
a week, specialize in family health care for common family illnesses, minor wounds, and
common vaccinations, and accepts most insurance plans. This is not a reportable segment
currently.

Business Model and Strategy:

CVS is unique as its operations are integrated vertically as it processes claims as an independent
PBM while it also runs one of the largest retail pharmacy chains. The role of their retail
pharmacist is shifting from mainly only dispensing prescriptions to also providing services such
as vaccinations and face-to-face patient counseling. Their services segment is striving towards
more innovative pharmaceutical solutions and better client services in order to better enhance
the clinical outcomes for the members of the clients health benefit plans (10-k).

Competition and Competitors:

The main competitor who most resembles CVS is Walgreen Co. (WAG). When looking at the
Consumer Staples sector as an index, CVS weighs in for ~5.52% of the whole and WAG accounts
for 3.73%. When it comes to the retail segment of what CVS does, another listed competitor is
Wal-Mart, who is a powerhouse. These two don’t compete head to head as much as CVS and
Walgreen might. Morningstar lists Walgreen Company as the only true peer to CVS Caremark,



as the next closest competitor they list is Shanghai Pharmaceuticals Holding CO Ltd, which has a
market cap roughly $80,000 million less than CVS. CVS say that the retail pharmacy business is
highly competitive and they compete mainly on store location and convenience, customer
service and satisfaction, product selection and variety, and price (10-k).

Sensitivity to Business Cycle and Macro Environment:

As a part of the consumer staples sector this company has lower sensitivity than other
companies but definitely a high sensitivity than those in their industry and segment as a whole.
Their beta resides at .89 while their industry and sector both show betas of .58 (Reuters). Since
CVS deals with so many drugs they can be affected by government regulations and the FDA.
Something that seems to be very positive is that the Affordable Care Act now seems to be CVS’
best chance to grow its business (Moore).

Merger/Acquisition/Joint Ventures

CVS has not been actively involved in any mergers or acquisitions of late, with the most recent
of note being back in 2008 when they acquired Longs Drugs Stores Corp. in a $2.9 billion deal.
This drug store operated ~521 stores in the Western United States with 41 of these operating in
Hawaii, the only state which retained the name of the store for recognition purposes since CVS
did not previously operate in Hawaii.

Pending Litigation

There were 11 items listed on CVS’ most current 10-k. Of them, 2 are already settled and 1 has
a payment of a $20 million civil penalty due to public disclosures in 2009 regarding transactions
during the purchase of Longs Drug Stores which has been accounted for on the books. The
remaining litigation are currently being dealt with and CVS is cooperating and providing all
necessary documents.

Risk Factors:
The health of the economy in general and the markets CVS serves
The possibility of PBM client loss and/or failure to win new PBM business
Risks of declining gross margins in the PBM industry
Possible change in industry pricing benchmarks
5. Extremely competitive business environment
These are only 5 of the ~13 listed risk factors on CVS’ most recent 10-k report.

PwnNPE

Developments:

Something major that happened is that back in February 2014 CVS announced that they would
stop selling tobacco products in all of their ~7,600 stores across the United States. They have
predicted that they will lose ~$2 billion in annual revenues but the company believes that while
they won’t be able to recoup all of those revenues, they will be able to hold their earnings
consistent. Less than a week after the announcement, its stock began to rise again.

One other major factor that will affecting the industry is the Affordable Care Act (Obamacare).
Since its plan to get as many people as possible that are eligible to get health insurance covered
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and it will charge as much as 50% higher premiums to people who smoke compared who don’t

smoke, the decision doesn’t look as crazy. CVS is aiming their sights on new profits from public

exchanges and from the Affordable Care Act. CVS has also promised to spend $6 billion of their

S40 billion cash to buy back its own stock in order to raise its share price (Moore).

(B-2) Revenue and Earnings History (Refer to the guidelines document for revenue and
earnings data to be included)

REVENUE

Periods
March
June
September

Ciecember

Year
Revenue
Earnings Per Share
Dividends

Fiscal Quarter
March

Revenue
EPS
Dividends
June
Rewenue
EPS
Dividends
September
Revenue
EPS
Dividends
December (FYE)
Revenue
EPS
Dividends
Totals
Revenue
EPS
Dividends

EARNINGS PER SHARE

2012 2013 Periods
3079380 30763.0 March
30714.0 312438.0 June
30227 .0 31968.0 September
313810 J2TR2.0 Ciecember
2011 2012
$107,080(m) $123,120(m)
2.57 3.02
0.538 0.712

Rewvenue ! EP5 Summary *

2013
[Fiszal Year)
£30,763(m}

0.77 (H3102013)
0225

531,248(m)
0.91 (B/30/2013)
0.225

531,968(m)
1.02 (S30/2013)
0.225

$32,782(m)
1.04 (12/31/2013)
0.275
5126,761(m)

3.74

0.95

2012
{Fiscal Year)
£30,79&(m}

0.55 (331/2012)

0.1625

$30,714(m)
0.75 (8/20/2012)

0.1625

530,227(m)
0.79 (30/2012)
0.1625

$31,381(m)
0.89 (12/31/2012)
0.225
5123,120(m)

3.02

0712

2012 2013
(.58358 077035
0.75136 0.90777
0.79356 1.02773

0.89z28 1.04992
2013
$126,761(m)
3.74
0.95

2011
{Fiscal Year)

525,595(m)
0.52 (3/31/2011)
0.125

526,414(m)
0.6 (6/30/2011)
0.125

526,574(m)
0.65 (9/30/2011)
0.125

$28,297(m)
0.8 (12/31/2011)
0.1625
$107,080(m)

2.57

1.538



Since 2011 CVS’ revenues and earnings per share have a pretty consistent upward trend, with
only Quarter 1 of 2013 showing a very slight decrease in year-over-year revenue. Besides that,
revenue along with earnings-per-share and dividends have been up year-over-year since 2011
across the board. It seems that over the past 3 years the revenue has seemed to have its
greatest growth from Q-3 to Q-4.

(B-3) Most Recent Quarterly Earnings Release

1) When was the company’s most recent earning release? CVS’s most recent earnings release
was on February 11%, 2014 for the fiscal quarter ending December 315, 2013.

2) In that earnings report, was reported revenue a (1) beat, (2) match, or (3) miss from
consensus estimate? Revenues beat the estimates with $32.8 billion actual compared to
Thompson Reuters consensus estimates of $32.67 billion

3) Likewise, was reported earnings a (1) beat, (2) match, or (3) miss from consensus
estimate? Reported earnings also beat estimates with $1.12 actual compared to $1.11
estimated.

4) What did the management attribute the beat/miss to Management mainly attributed the
slight beating of the estimates mainly to drug cost inflation, a few new products, and the
new clients they were able to obtain through the quarter.

5) Did the management provide guidance about their current quarter and their outlook for
the year? What were the key points of the guidance? Their 2014 guidance estimates were
based on the assumption of the completion of $4.0 billion in share repurchases.

6) How did the stock react to that earnings release? The day after the release the stock
dropped ~$0.20 and then had steady growth until March 26", 2014 peaking at $76.36.



Section (C) Fundamental Valuation (EBO)
Include the following here:
Copy/paste completed Fundamental Valuation (EBO) Spreadsheet

C¥S 1 PARAMETERS Fi1 F12 Ltg
EPS Forecasts 447 B02]  f2Ei
Total Equity 3733300 Fundamental ¥alation (EED]
Preferred Stock .00 Model 1 12-year forecastmg horizon (I=12).
Book Yalue [end of lasy 37932.00 and a T-pear qrowth period.
Common Equity She. 0 Hz0.0d
Book valuelshare [last 3205
30- Year T-Bond Rate B0
E(r) .50
Beta 0.8
Discount Rave 8.85%
Dividend Payout Ratio | 23675 Please download and save this template to your own storage device
Nezxt Fsc Year end 201 Tou only need to input values to cells highlighted in “yellow™
Current Fsc Mth [1 to 12 The rest of the spreadsheet is calculated automatically
Target ROE [induskry ay 8.33% FPlease read “Guidelines for Fundamental¥aluation ProfLee Spreadsheet™
| vear 2004 2015 2016 2017 2018 2013 2020 2021 2022 2023 2024 2025]
Long-term EFP'S Growth Fate [Lig) 01361 01361 01361 01361 01361
Forecasted EFS 447 a.02 5.70 E.48 136 .36 9.50
Eeq. of year BY/IShr J2I61 3BGE3E 33395 43748 42694 G412 GBOEIE
Implied ROE 014 0145 0142 0151 0154 AT
ROE [Beq. ROE, from EP'S foreca: 0134 014 0145 0142 0151 0154 AT 0142 ni1zv 0113 0.09s IE:
Abnormal ROE [ROE-k) 0.051 0052 0.056 0.0g0 0.062 0.065 0.0e8 0.053 0.0 n.0z4 0.00a -0.00%
growth rate for B [1-POR][ROEL-1) 0.000 0108 [INDIES o0m 0113 0115 0112 0113 o0s 0.037 0.028 0.075
Compounded growth 1.000 1108 1226 1361 1515 1683 1888 2112 2342 2570 gl 2998
qrowth"AROE 0.051 0.058 0.069 0,081 0.09% 0 0i12s 0113 0091 0062 0026 -0.016
required rate (k] 0.0es 0.029 n00s 0.029 0.0gs 0.028 0.0e3 0.08 0.0es 0.028 0.023 0028 0.029
Compound discount rate 1084 1125 12490 1404 1528 1663 181 1371 2145 2.338 20542 76T
div. payout rate [k] 0.237
Addto PIE PY[growth ARCE] 0.08 005 0.0% 0.06 0.0e 0.7 007 0.06 0.04 0.03 0.0 -0.m
Cum F/E 105 110 115 121 127 134 141 14E 1.51 153 154 154
Add: Perpetuity
beyond current yr [A==zume this yr's ARCE Fare 052 05E 0.E0 0.ER n.rn 075 nan 0Es 0.4 030 niz -0.0E
Total P{E [PHE if we stop ext. this perio 157 165 175 126 1497 2.03 2.2 211 1,98 183 166 147
Implied price 51.99 5464 5802 61.6% 6523 6307 7307 6985 6566 6063  54.94 48.?8'
Check:
Beqg. BViShr 32161 36863 33395 43748 48694 B4312 GOGAG BTH48 THI08 82622 84TE3 96.431
Implied EFS 4.470 G020 5.703 E478 7361 8.363 450 .64 4582 9.303 4.7a8 a.033
Implied EFS gromwth 0123 0136 0138 0136 0138 0136 0.015 -0.006 -0.023 -0.055 -0.086

Inputs (provide below input values used in your analysis)
EPS forecasts (FY1 & FY2):
Long-term growth rate:

*** Indicate next to the number if you made an adjustment to the consensus LTG estimate.
Justify at the bottom of this panel how you derive the adjusted value, if any ***

Book value /share (along with book value and number of shares outstanding):

Book value:

# of shares outstanding:

Book value / share:
Dividend payout ratio:
Next fiscal year end:
Current fiscal month:

Target ROE:

4.47 and 5.02

13.61%

37938m
1180m
32.151
23.67%
2014

4

8.33%

*** Indicate next to the number if you made an adjustment to the target ROE estimate.
Justify at the bottom of this panel how you derive the adjusted value, if any ***



Discount rate 8.85%
Input for discount rate:

Risk-free rate: 3.60%
Beta: 0.89
Market risk premium: 9.50%
Output
Above normal growth period chosen: 7 years
*** Justify at the bottom of this panel your choice of abnormal growth period ***
EBO valuation (Implied price from the spreadsheet): $73.07

1) Comment on the fundamental value obtained in relation to the stock’s current price and
its 52-week price range.
2) What might be the “soft spots” of the inputs? And why?
The EBO valuation shows a stock price of 51.99 for the end of the 2014 fiscal year. At the time
of writing this CVS Caremark stock closed the day out at $73.18. This price is $3.18 under the
52-week high and the EBO valuation is $3.22 under the 52-week low. Despite the very low
implied price, Morningstar analysts have continued to raise their fair value estimate $15 over
the past year. CVS has shown very positive research growth and beat out estimates for the
most recent quarter end. A growth period of 7 years because of the constant and growing need
for pharmacies to provide the aging with medication and the new changes to health care
looking positive for CVS even though the implied price for 2020 would then be $73.07.

Something that | believe really affects these numbers is the beta. With the numbers that CVS
shows in this spreadsheet, give them the industry and the sector beta of 0.58 and their implied
prices skyrocket to a 2020 estimate of $99.17. | know that beta is formulaic and derived, but |
believe the company has a structure for the future that should allow it to be less volatile.

Sensitivity Analysis

1) Explain the input values used in sensitivity analysis. Compare the fundamental values
obtained here in relation to the value from the base case
2) Other observations worth noting

EBO valuation would be (you can include more than one scenario in each of the following):

$65.23 if changing above normal growth period to ___ 5 years
$77.38 if changing growth rate from mean (consensus) to the highest
estimate 15.00
$66.49 if changing growth rate from mean (consensus) to the lowest
estimate 11.35
$99.58 if changing discount rate to 7%
$73.07 if changing target ROEto ____10.30%




Section (D) Relative Valuation

Copy/paste your completed relative valuation spreadsheet here

A B c D E F G H | J K L M N
~

9 CVs

0

1 Mean FY2
12 Earnings Estimate  Forward Mean LT PEG P/B ROE Value P/s P/CF

3 Ticker Name Mkt Cap Current Price {next fiscal year) P/E Growth Rate (MRQ) Syrave Ratio TTM ™
141 WMT  Wal-Mart Stores, Inc. $249,647.50 $ 7818 S 577 13.55 8.34% 1.62 3.28 21.92%  0.15 0.52 9.82
152 WAG  Walgreen Company $ 62,126.95 5 63.82 5 3.92 16.28 14.75% 1.10 2.99 13.73%  0.22 0.84 15.15
16/3 ESRX | Express Scripts Holding Company  $ 56,387.50 $ 7277 5 5.62 1295 14.41% 0.90 2.58 14.73% 0.8 0.54 11.55
17/4 GNC ' GNCHoldings Inc S 423749 3 45.09 $ 3.76  11.99 16.52% 0.73 5.19 31.22% 017 1.61 13.37
18
19| _cvs cvscaremark Corporation $ 27,7436 $ 7318 § 5.02 1458 13.61% 1.07 2.30 10.30%  0.22 0.69 13.56
2
21 implied Price based on: p/E PEG  P/B value  P/S  P/CF
22 |1 WMT Wal-Mart Stores, Inc. $68.02 $111.00  $104.36 $49.04  $55.15  $53.00
232|2 WAG Walgreen Company $31.73 $75.41  $95.13 $71.37  $89.09 38176
243 ESRX  Express Scripts Holding Company $65.00 $61.39 $82.09 $57.40  $57.27  $62.33
25|4 GNC  GNCHoldingsInc $60.20 $49.60 | 5$165.13 $54.48  5170.75 $72.15
26
27 High $31.73 $111.00  $165.13 $71.37 $170.75 $81.76
28 Low $60.20 $49.60 $82.09 $49.04 $55.15 553.00
28 Median $66.51 $68.40  $99.75 $55.94  5$73.18  $67.24

When looking at Wal-Mart Stores, Inc. (WMT), Walgreen Company (WAG), Express Scripts
Holding Company (ESRX), GNC Holdings Inc (GNC), and CVS Caremark Corporation (CVS), their
numbers and valuations are in line and comparable to the rest of the industry for the most part,
and nothing was omitted or cast aside. The highest of the forward P/E ratios is WAG with 16.28
and lowest is GNC with 11.99, while CVS is sitting right at 14.58. Considering CVS’s estimated

forward P/E (14.58) is lower than their current P/E ratio TTM (19.32), earnings can be expected

to grow in the future. This is just one indicator and many other factors must be taken into

consideration, but it is definitely a good sign and a good place to start.

P/S ratios (TTM) vary from GNC at 1.61 at the highest and WMT at 0.52 to be the lowest. CVS is
sitting neatly near the middle of those two at 0.69, more towards the lower end. CVS’s price-to-
sales ratio is above the industry average which is currently at 0.38 which might suggest slight

overvaluation, but is tough since CVS is quite different than its competitors and could also
suggest a premium valuation. This is much better looking than GNC's ratio of 1.61, which much

more strongly suggests overvaluation.

Having a PEG ratio under 1 is always favorable because it can further show that a firm is
undervalued. All companies in this valuation are either under that mark or very close to it

besides WAG which is at 1.62 and CVS is at 1.07, close to the magic number.

The Price/Cash Flow (TTM) is another tool to determine if a stock in undervalued or overvalued,
but only in context with the rest of their ratios, numbers, and predicting values. Sometimes a
higher than industry average P/CF ratio shows that a company is trading at a higher price than

they are capable of cash flows sufficient to support the multiple. This is simply not the case with




CVS (13.33) as they generate cash flows in such large sums. It also doesn’t hurt that they beat
the sector average (21.67) for P/CF by roughly 8.34%.

Once again having a low price-to-book ratio can provide knowledge that a stock in undervalued.
CVS looked the best in this regard as their P/B ratio was down at 2.30 with the next closest
being ESRX at 2.58 and GNC capping off the top at 5.19. According to Reuters the industry
average is a mere 1.85 which does not make these stocks look the best, but should be taken
lightly as the sector P/B ratio average is a massive 31.86.

The average implied price when calculated off of the 4 company’s forward P/E ratio is $68.74, a
mere $4.44 less than what CVS traded at the time of valuation (73.18).

GNC gave a few implied prices that were astronomically higher than the rest of the group.
Namely when based off of their price/book and price/sales which gave prices of $165.13 and

$170.75, respectively.

The only ratio that really gave inaccurately high estimates was the P/B ratio which had an
average implied price of $111.68.
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Section (E) Revenue and Earnings Estimates
(E-1)
HISTORICAL SURPRISES

Sales and Profit Figures in US Dollar (USD)
Earnings and Dividend Figures in US Daollar (USD)

Estimates vs Actual Estimate Actual Difference Surprise %

SALES (in millions)

Quarter Ending Dec-13 32 666.80 32,830.00 163.21 0.50
Quarter Ending Sep-13 31,525.30 31,958.00 438.70 1.39
Quarter Ending Jun-13 31,139.20 31,248.00 106.80 0.35
Quarter Ending Mar-13 30,357.60 30,783.00 405.41 1.24
Quarter Ending Dec-12 31,128.50 31,384.00 265.54 0.85

Earnings (per share)

Quarter Ending Dec-13 1.11 1.12 0.1 0.78
Quarter Ending Sep-13 1.02 1.05 0.03 2.92
Quarter Ending Jun-13 0.96 0.97 0.1 1.08
Quarter Ending Mar-13 0.75 0.83 0.04 452
Quarter Ending Dec-12 1.10 0.97 0.13 12.01

When looking at sales and earnings per-share, CVS has done well to beat the estimates, even if
only by small amounts. None of the surprise %’s for sales are above 1.4%, but none of them are
negative either, consistently beating out the estimates. The same goes for earnings as all of
their actual numbers were better than the estimates except for the quarter ending dec-12. The
estimate was 1.10 and actual was 0.97, resulting in -12.02% negative surprise. The % sounds
great simply because the numbers are so small, and as the only negative surprise was for the
end of 2012, | wouldn’t have it cause any alarm.
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(E-2) Copy/paste “Consensus Estimates Analysis” Table from http://www.reuters.com/,
“Analysts” tab (include both revenue and earnings)
CONSENSUS ESTIMATES AMALY SIS

Sales and Profit Figures in US Dollar (USD)
Earnings and Dividend Figures in US Dollar (USD)

SALES {im millions)

Cluarter Ending Jun-14

Cluarter Ending Sep-14

Year Ending Dec-14

Year Ending Dec-15

Earnings {per share)

Cluarter Ending Jun-14

Cluarter Ending Sep-14

Year Ending Dec-14

Year Ending Dec-15

LT Growth Rate (%)

# of Estimates

M2
M2

]
[=F]

[y}

Mean

33,020.90

33,373.70

132,930.00

135,716.00

High

33,545.30

134,054.00

145,986.00

i
[
=

15.00

Low

32,441.50

32,856.00

131,849.00

6743480

1.05

1.04

442

479

11.35

1Year
Ago

32,465.30

32,407.00

130,114.00

132,946.00

1.04

The consensus estimates analysis table shows a very intense difference between the mean,
high, and low for sales for the year ending Dec-2015. The estimate seems to be in close relation
to the year ending Dec-2014, so there must be one estimate that is the very low number, since
the mean is not dragged down very low below the high for the same time period. Sales: Quarter
Ending Jun-14: High is 1.59% above the mean, low is 1.76% below the mean. Quarter Ending
Sep-14: High is 1.08% above the mean, low is .81% below the mean. Year Ending Dec-14: High is
.85% above the mean, low is .81% below the mean. Year Ending Dec-15: High is 7.5% above the
mean, low is 50.31% below the mean. One of the estimates just has to be ridiculously low, why,
| cannot say. It is for the year ending Dec-15, which is FY2, but that low estimate still seems
insane. Earnings: Quarter Ending Jun-14: High is 2.75% above the mean, low is 3.67% below the
mean. Quarter Ending Sep-14: High is 7.97% above the mean, low is 7.97% below the mean.
Year Ending Dec-14: High is 1.34% above the mean, low is 1.12% below the mean. Year Ending
Dec-15: High is 3.59% above the mean, low is 4.58% below the mean. Many less analysts
providing estimates for LT Growth Rate % with only 6 compared to the average of 22.5 for the
rest. LT Growth Rate (%): High is 10.21% above the mean, low is 16.61% below the mean.
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(E-3) Copy/paste “Consensus Estimates Trend” Table from http://www.reuters.com/,
“Analysts” tab (include both revenue and earnings)
CONSENSUS ESTIMATES TREND

Sales and Profit Figures in US Dollar (USD)
Earnings and Dividend Figures in US Dollar (USD)

1 Week 1 Month 2 Month 1 Year
Current Ago Ago Ago Ago
SALES (in millions)
Qarter Ending Jun-14 33,020.90 33,020.90 33,035.00 3289310 32 46530
Quarter Ending Sep-14 3337370 3337370 33,369.70 3349030 32.407.00
Year Ending Dec-14 132,830.00 132,830.00 132,836.00 132 768.00 130,114.00
Year Ending Dec-15 135,716.00 135,716.00 135,548.00 139,955.00 132,946.00
Earnings (per share)
Qwarter Ending Jun-14 1.09 1.049 1.08 1.04 1.04
Cluarter Ending Sep-14 1.13 113 1.13 1.15 1.10
Quarter Ending Dec-14 4 47 4 47 4. 47 4.44 4.41
Cuarter Ending Dec-15 5.02 5.01 5.01 5.04 493

When looking at the trends, it would be hard for CVS’s estimates to become any steadier from
even 1 year ago. For both sales and earnings (per share), all numbers are slightly up from 1 year
ago. The only slight hiccup seems to be from 2 months ago when sales for quarter ending sep-
2014, year ending dec-2015, and earnings for quarter ending sep-14 and quarter ending dec-15
were estimated to be higher than the current estimations, but it is such a small difference that
there is absolutely no worry to be found.
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(E-4) Copy/paste the “Estimates Revisions Summary” Table from http://www.reuters.com/,
“Analysts” tab (include both revenue and earnings)
ESTIMATES REVISIONS SUMMARY

Last Week Last 4 Weeks

HNumber Of Revisions: Up Diown Up Down
Revenue

Cluarter Ending Jun-14 0 0 0 0
Cluarter Ending Sep-14 0 ] ] 0
Year Ending Dec-14 0 ] ] 0
Year Ending Dec-15 0 ] ] 0
Earnings

Cuarter Ending Jun-14 0 ] ] 0
Cluarter Ending Sep-14 1 ] 1 0
Year Ending Dec-14 0 ] 0 0
Year Ending Dec-15 1 0 1 0

During the last week and the last 4 weeks there have been no downwards revisions for either
revenues or earnings, and 2 upward revisions, both for earnings. One is for the quarter ending
September 2014 and the other is for the year ending December 2015.

(E-5) “Consensus Earnings Revisions” from CNBC

The last reported earnings was on February 11t, 2014 for the quarter ending Dec-2013 and the
next expected date to report earnings is on May 2", 2014 for the quarter ending Mar-2014.
There were no consensus revisions reported on CNBC.com for the latest month on CVS
Caremark.
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Section (F) Analysts’ Recommendations
(F-1) cvs
ANALYST RECOMMENDATIONS AND REVISIONS

1 Month 2 Month 3 Month
1-5 Linear 5Scale Current Ago Ago Ago
(1) BLY 11 11 11 11
(2) OUTPERFORM 10 10 10 11
(3)HOLD B B 7 5
{4) UNDERPERFORM 0 0 0 0
(5) SELL 0 0 0 0
Ma Opinion 0 0 0 ]
Mean Rating 1.81 1.81 1.86 1.78

Over the past three months the opinions of the analysts have changed very little. The
current mean rating is at 1.81, showing that on average the analysts believe CVS is between
(1) buy and (2) outperform, leaning more towards (2) outperform. The ratings for 1 month

ago was also 1.81, 2 months ago was 1.86, and 3 months ago it was 1.78. 3 months ago was

the best rating, jumping up (bad) by 0.08, but then dropping down by 0.05 the next month
and then staying put.

Current: Buy 11, Outperform 10, Hold 6, Underperform 0, Sell 0.

1 Month Ago: Buy 11, Outperform 10, Hold 6, Underperform 0, Sell 0.

2 Months Ago: Buy 11, Outperform 10, Hold 7, Underperform 0, Sell 0.

3 Months Ago: Buy 11, Outperform 11, Hold 5, Underperform 0, Sell 0.

Morningstar has an average analyst opinion rating for CVS of 4.0 (Buy=5, Sell=0). This
average rating falls exactly on an outperform rating, showing positive ratings. There are 3
that are for a buy, 0 for outperform, and 3 for hold. There are none for underperform or
sell. This lines up decently well with the analysts from Reuters, helping cement the idea that
it is looking like a good time to buy.

(F-2) Most Recent One Month Analysts Upgrades/Downgrades from CNBC

The last reported earnings was on February 11*, 2014 for the quarter ending Dec-2013 and the
next expected date to report earnings is on May 2", 2014 for the quarter ending Mar-2014.
Within the last month there were no analyst revisions for CVS Caremark. Because of this, there

are

no upgrades or downgrades to report, nor were there any clusters of changes.
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Section (G) Institutional Ownership

Copy/paste the completed “CIF Institutional Ownership” spreadsheet here.

Cougar Investment Fund Institutional Ownership Template

CVS

%

Ownership Activity # of Holders % Beg. Holders Shares Shares
Shares Outstanding 1,188,564,137 100.00%
# of Holders/Total Shares Held/% Shares 1,523 100.66% 1,025,968,563 86.32%
# New Positions 16 1.06%

# Closed Positions 6 0.40%

# Increased Positions 72 4.76%

# Decreased Positions 63 4.16%

Beg. Total Inst. Positions 1,513 100.00% 1,025,968,554 86.32%
# Net Buyers/3 Mo. Net Chg 9 53.33% 3,787,571 0.32%

Ownership Information

% Institutional Ownership

Top 10 Institutions % Ownership
Mutual Fund % Ownership
5%/Insider Ownership

Float %

%
Outstanding

88.72
30.57%
46.81%

0.33%

100.00%




> 5% Ownership

Holder Name % Change % Outstanding Report Date
Vanguard Group, Inc. -1.30% 4.79%  12/31/2013
State Street Corp 4.07% 4.43% 12/31/2013
Fidelity Management and Research Company -10.20% 4.26% 12/31/13
Wellington Management Company, LLP 3.41% 4.22% 12/31/13

The 3 sections show that there have not been any real substantial increases or decreases in
ownership. 4.76% of owners have increased their positions and 4.16% have decreased. The
owners holding over 4% of the company have been varied. Keep in mind that these report
dates are from over 4 months ago. Vanguard showed a small decrease in position by 1.3%
whereas Fidelity dropped by 10.2%. The other two big owners, State Street and Wellington
showed increases in position by 4.07% and 3.41% respectively.
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Section (H) Short Interest
(H-1) Short Interest Data from http://www.nasdaq.com/ (NASDAQ’s website)

CVS Caremark
Settlement Date
3312014
42014
212812014
242014
13112014
1152014
12312013
121312013
1142912013
111842013
100312013
101502013
9/3012013
9/13/2013
8/30/2013
8/M15/2013
713112013
7152013
6/28/2013
GM42013
513112013
5M15/2013
4/30/2013

41512013

Short Interest

16,599,951

12,415 494

11,738,887

11,286,465

10,370,343

10,818 331

12,038,510

11,354,900

11,507,022

11,962 684

15,982 334

23,138,477

12,351,624

10,994 038

9,415 900

8,652,841

9,077,851

10,432,526

11,098,475

11,385,153

12,204 635

12,575,418

11,628,047

11,524 864

Avg Daily Share Volume
6,371,271
4 697,786
5625822
7487784
6,171,104
5147 704
5205915
5,361,670
4324836
5,573,892
§,245 312
6,246,025
6,486,338
4 357 517
4919232
5,010,305
3,141,490
3,972,900
5,444 920
4,648,308
4747 718
5,871,080
5,224 694

5,977,929

Days To Cover

2605438
2642839
2.086608
1.507317
1.680468
2101584
2312468
2117792
2 660684
2146199
2559092
3.704512
1.904252
2523005
1.914100
1.727009
2880664
2625922
2038317
2449311
2570632
2141926
2225504

1.927902
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Wal-Mart Stores, Inc.

Settlement Date  Short Interest  Avg Daily Share Volume  Days To Cover

Days to cover

332014 27,150,833 7,261,510 3.739008 E

3M4/2014 25,024 562 6,354,839 3.837875 :

212812014 24969477 8,330,087 2.997505 :

a

2M4/2014 24,736,579 6,617,099 3738282 3

1312014 24,810,463 8,182,856 3.032008 :

11512014 24,254,639 5,695814 4293748 Velume
5000k

1213112013 23,633,930 5,221,156 4526570 S

121312013 30,898,020 6,032,527 5121903 3000k |II | IIIIIIIII'I'I I I|

11/28/2013 33,774,025 4,784,191 7.059508 4;.3153.2013 5/30/2013 1/15/2014

111512013 31,511,748 6,374,713 4943242

10/31/2013 26,162,286 6,111,738 4280662

10M15/2013 22152706 7,061,488 3137116

9/30/2013 21,2557 6,810,281 3121133

2132013 19,089,877 5,476,555 3.485748

813012013 19,148,713 5,790,357 3.307000

81512013 20,761,486 5,379,945 3.254179

713172013 20,974,719 5,057,955 4146877

TM5i2013 21,611,691 5,236,136 4127412

G/28/2013 22,912,876 8,823,927 2.567571

61472013 23,357 264 7,340,263 3182075

51312013 24750463 8,041,679 A.07F773

5M18/2013 26,851,598 6,714,518 3.899038

4302013 27,988,175 7442123 3760778

41512013 27,609,531 7,570,113 3.6471786
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GNC Holdings, Inc.

Settlement Date  Short Interest  Awvg Daily Share Volume Days To Cover

Days to cover

3312014 3,085,329 1,798,911 1715302 .
31412014 3142 676 1,270,981 2 472628 7
212812014 2 065 661 2 672,110 1100857 5
3
21412014 3346 187 3,320.235 1005092
1
113172014 3,508,405 2,003,076 1750555
Volume

111512014 3,139,834 1,502,214 2090138

2000k
12/31/2013 2597 173 763,827 3.400211 T
1211312013 2448213 886,512 2761624 1000k |" III I II lI

A48, - - TR

11/209/2013 2 547,379 734, TAD 3503009 4/15/2012 8/30/2013 1/15/2014
111512013 20920 302 888,073 3703402
10/31/2013 3,960,021 1741912 2 273376
10/5/2013 4,827 487 979,400 4929025
9/30/2013 4,909,199 879,074 5534512
91312013 5,042,190 903,935 5578045
8/30/2013 5520711 594115 7.930070
81512013 £.193,915 1079236 5730166
713112013 8883779 1661681 5 346260
71512013 10,125,536 1,253,304 B.075352
B/28/2013 9,857,895 1,673,131 5891885
B14/2013 9,740,568 1,094,301 8.901178
513112013 10,254,744 1,121,542 9.059974
51512013 10,706,714 1233233 B 754805
413012013 10,046,284 2 388 507 4582808
411512013 11,192 263 1,604,160 £.977024
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(H-2) Short Interest Data From http://finance.yahoo.com/
Copy/paste required data from the “share statistics” table to the following table for (1) your

stock, and (2) two competitors (in separate tables).

CVS Caremark

Avg Vol Avg Vol Shares Float
(3 month) (10 day) Outstanding
5,985,570 5,784,460 1.18B 1.18B
Shares Short Short Ratio Short % of Float Shares Short
(Most recent date) (Most recent date) (Most recent date) (2 weeks prior)
12.42M 2.40 N/A 11.74M
Wal-Mart Stores, Inc.
Avg Vol Avg Vol Shares Float
(3 month) (10 day) Outstanding
7,161,480 7,063,700 3.23B 1.55B
Shares Short Short Ratio Short % of Float Shares Short
(Most recent date) (Most recent date) (Most recent date) (2 weeks prior)
25.02M 3.50 1.60% 24.97M
GNC Holdings, Inc.
Avg Vol Avg Vol Shares Float
(3 month) (10 day) Outstanding
2,076,990 1,649,150 95.17M 93.88M
Shares Short Short Ratio Short % of Float Shares Short
(Most recent date) (Most recent date) (Most recent date) (2 weeks prior)
3.14M 1.20 3.60% 2.97M
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The last reported earnings was on February 11*, 2014 for the quarter ending Dec-2013 and the
next expected date to report earnings is on May 2"9, 2014 for the quarter ending Mar-2014.

Seems that CVS has all of the their shares outstanding as float and readily available for tradin.g
For CVS the market sentiment based on short interest statistics has had its slight ups and downs
in the most recent year according to NASDAQ's short interest table. Days-to-cover stayed
between about 1.68 and 3.7. The 3.7 came back in October of 2013. The most recent month
seems to show days to cover peaking at 2.64 and has most recently dropped back down to 2.61
hopefully showing a good sign that it’s becoming more bullish than bearish (Fink).

CVS’s days-to-cover is currently 2.61, therefor taking those who shorted the stock 2.61 days to
close out their position if they wish when a stock price increase begins to happen. The short
interest rate is low enough to indicate a bullish signal. The days to cover for WMT and GNC are
3.74 and 1.72 respectively. CVS is showing better than WMT when it comes to signals from
these ratios, and GNC is looking surprisingly good. All of the ratios are low enough though that
there isn’t much that can be differentiated from them alone.
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Section (I) Stock Charts
For (I-1) — (I-3), the stock price charts should include (1) your stock, (2) 1 competitor, (3)
sector ETF, and (4) SP500

(I-1) 3 Month Price Chart

1 Day 5 Days 1 Mo 2 Mes & Mos YTD 1¥r 2¥rs 2¥rs 5¥rs Max

mCvs m S&P 500 INDEX m NON-CYCLICAL GOODS AND SERVICES mWAG
Data az of 4/12/2014. Market data is delayed by at least 15 minutes.

Jan 13,2044  Cpen §89.33  High 589.68 Low §68.43 Close §68.55 Veolume 3638344
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20
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(1-2) 1 Year Price Chart
1 Day 5 Days 1 Mo 3 Mos B Mos YT 1%r 2¥rs 3¥rs 5¥rs Max
mCvs m 5&P 500 INDEX m NON-CYCLICAL GOODS AND SERVICES mWAG

Cata as of 4/12/2014. Market data is delayed by at least 15 minutes.
Apr12,2013 Cpen 557.66 High §57.99 Low §57.17 Close §57.52 Volume 4,614,842
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(I1-3) 5 Year Price Chart

1 Day 5 Days 1 Mo 3 Mos & Mos YTD 1¥r 2%rs 3¥rs 5¥rs Max

mCvs | S&P 500 INDEX m NON-CYCLICAL GOODS AND SERVICES mWAG
Data az of 41 2/2014. Market data iz delayed by at least 15 minutes.
Apr 13, 2009 Open §29.96 High §30.39 Low 529.48 Clos= §29.90 Volume 7,108,803
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Looking back towards the beginning of 2014, CVS, WAG, S&P500, and XLP seemed to be right
about even with each other finishing up January. Around February though, CVS and WAG took
off upwards and hit the +5% quickly while WAG continued to grow until it peaked at about
+14% at the beginning of March. WAG came back down to earth but it still right with CVS at
about +6-7% growth.

The 3-month chart shows roughly the same thing for the recent months with CVS and WAG
spiking above the others, but looking a little bit farther back shows that WAG had good growth
about mid-September, 2013 and continued to stay up there until it took a slight drop and CVS
caught up in terms of growth around the beginning of December, 2013.

When looking at the 1-year price chart, CVS is shown to have outperformed both WAG and the
consumer staples sector since around the beginning of 2012. CVS was over and under the
S&P500 in that same time frame and has been on top of it since late 2013. CVS has shown good,
steady growth over the past 5 years with few times of substantial deceases.
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(I-4) Technical Indicators (“Moving Average” and “Relative Strength Index” from
http://finance.yahoo.com/)

6-Month Moving Average Price Chart

CVS Caremark Corporation Common
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2-Year Moving Average Price Chart

CVS Caremark Corporation Common
ECVS
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Looking at the 6-month moving average price chart it is visible that there has been a very, very slight
downward trend in the last week or so of April. Mid to late February looked great as a golden cross
occurred and has not come back down since. For the majority of the past 6 months the 10 day average
has stayed above the 50 day average, showing very good signs for the company and how the market
interprets it.

BRS|

=

2

The 2-year moving average price chart shows the 50-day average staying above the 200-day average for
the entirety of the chart. Going back even farther shows that the golden cross that started this run was
back right at the end of 2011. With the averages from the 2-year, it doesn’t seem like there will be as
death cross anytime soon.

RSI ratings for both the 6-month and 2-year charts are looking positive to the future performance of
CVS. When the RSl approaches 70 it can mean that the stock might be overvalued and could be a good
time to pull back. Whereas if the RSl is approaching 30, it can be a possible indicator that the stock is
being oversold and can indicate that the stock may become undervalued in the short future. Both charts
show that the RSl is right about 40 or perhaps just slightly below.
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Sources:

http://www.sectorspdr.com/sectorspdr/tools/sector-tracker/components
http://www.nasdag.com/symbol/cvs/revenue-eps
http://healthworkscollective.com/linda-ringquist/110611/what-specialty-pharmacy
http://www.theguardian.com/world/2014/feb/05/cvs-tobacco-revenues-obamacare
http://finance.yahoo.com/news/cvs-lifts-first-quarter-earnings-130042085.html
http://www.npr.org/2014/02/12/275796856/cvs-stock-rises-ahead-of-lost-tobacco-sales
Charts, graphs, data, etc. pulled from

www.reuters.com

finance.yahoo.com

Morningstar

www.chbc.com

www.sectorspdr.com
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