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Date: 2/10/12 

    Analyst Name: Jacob Allen 

CIF Stock Recommendation Report (Spring 2013) 

Company Name and Ticker: Gilead Sciences Inc. (GILD) 

Section (A) Summary 

Recommendation Buy:       Yes         No Target Price: $48 Stop-Loss Price: $35 

Sector: Healthcare Industry: Biotechnology Market Cap (in Billions): 
$60.475 

# of Shrs. O/S (in Millions): 
1,515.30 

Current Price: $40.90 52 WK Hi: $41.34 
 

52 WK Low: $21.91 EBO Valuation: $73.86 

Morningstar (MS) Fair 
Value Est.:  $40.00 

MS FV Uncertainty: 
Medium 

MS Consider Buying: 
$28.00  

MS Consider Selling:  
$54.00 

EPS (TTM): 1.61 EPS (FY1): 2.06 EPS (FY2): 2.78 MS Star Rating: 3  

Next Fiscal Yr. End 
 ”Year”:  2013    
“Month”: December 

Last Fiscal Qtr. End: 
Less Than 8 WK:   
Y        N 

If Less Than 8 WK, next 
Earnings Ann. Date: N/A 

Analyst Consensus 
Recommendation: 
Outperform 

Forward P/E: 14.52 Mean LT Growth: 19.91% PEG: 0.73 Beta: 0.47  

% Inst. Ownership: 
35.30% 

Inst. Ownership- Net 
Buy:   Y       N 

Short Interest Ratio: 6.08 Short as % of Float: 6.07% 

Ratio Analysis Company Industry Sector 

P/E (TTM) 24.45 27.44 24.97 

P/S (TTM) 6.23 55.37 6.31 

P/B (MRQ) 6.35 11.01 3.12 

P/CF (TTM) 22.54 21.66 14.84 

Dividend Yield N/A 0.59 1.73 

Total Debt/Equity (MRQ) N/A 38.20 48.26 

Net Profit Margin (TTM) 26.53 -107.14 -2.02 

ROA (TTM) 13.35 -0.60 6.30 

ROE (TTM) 31.82 -0.91 9.83 

 



2 
 

Investment Thesis 
 Effective and strong management. 

ROE and ROA much higher than 
industry averages. This is a very good 
sign that Gilead Sciences Inc. (GILD) 
is a good company. Their net profit 
margin is also very high. 

 Dominant player in the HIV drug 
market. Leader of innovation with 
first ever all-in-one treatment drug, 
Stribild. Stribild was released for 
commercial use last August and is 
expected to be GILD’s main revenue 
source for years to come. 

 Acquisition of Pharmasset in 2011 
made GILD a player in the Hepatitis-C 
market. Currently have two drugs 
that have had successful trials in 
Phase 3 testing. Forecasted to 
submit these two drugs for U.S. and 
EU approval in second quarter of 
2013. If drugs were to be approved, 
which is predicted, GILD would be 
the first to have an oral treatment 
for Hepatitis-C, an industry predicted 
to generate billions of dollars of 
revenue. 

 Strong potential for the future. With 
Stribild emerging in the HIV market 
and the blazing entrance into the 
Hepatitis-C market, GILD has room to 
grow while increasing revenue year 
after year. 

 Revenue and earnings have been 
strong. They have beat estimates for 
5 straight quarters in revenue. 

 Technical analysis indicates a buy, 
with the RSI indicating that the stock 
will level for a moment then begin to 
increase again.  

 Biotechnology and pharmaceuticals 
are always a bit risky due to patents 

Summary 
Provide brief summary of your analysis in each section 
that follows 

Company Profile: Gilead was incorporated in 1987 and 
is headquartered in Foster City, California. Gilead works 
to discover, develop and commercialize medication to 
advance the care of patients suffering from life-
threatening diseases in areas of unmet medical need. 

Fundamental Valuation: I chose a 6-year abnormal 
growth period because GILD has multiple products that 
are currently submitted for US and EU approval as well 
as two Hepatitis-C drugs that are currently in phase 3 of 
testing. They also have a new HIV drug, Stribild, on the 
market that is the only HIV drug that is an “all-in-one” 
treatment. I believe that if their products are approved 
by the US and EU and their Hepatitis-C drugs are 
approved in the coming years, GILD will have large 
growth through these multi-billion dollar drugs. 

Relative Valuation: The implied prices from the P/E, 
P/B and PEG are all relatively accurate compared to 
where Gilead is trading today as well as its 52-week 
range. Because of the implied prices from the P/E, P/B, 
and PEG, these are the most relevant ratios to be used 
as a valuation tool. 

Revenue and Earnings Estimates: The trends in 
revenue and earnings are positive. For the past 5 
quarters GILD has had positive surprises in revenue. 
The stock has historically responded well to surprises. 
Most recently, they reported their Q4 2012 earnings on 
February 4th beating estimates in revenue and earnings, 
causing the stock to jump over 4% the next day. 

Analyst Recommendations: The mean rating for the 
stock is 1.66, a bullish indicator. Of the 29 analysts, 15 
recommended a buy, 9 said outperform, and 5 said 
hold. Not one analyst recommended underperform or 
sell. 

Institutional Ownership: On a net basis, institutions 
have been decreasing their position in GILD. Over the 
past three months there has been a position change of 
-87. However the stock has sizable institutional 
ownership. With 35% of ownership being help by Top 
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and pending approval by drug 
enforcement agencies. However it is 
predicted that GILD will become a 
front runner in the biotech industry 
with its new HIV drug, Stribild, as 
well as its new Hepatitis-C drugs. If 
their Hepatitis-C drugs do as well as 
the company and analysts think, 
buying Pharmasset will have been a 
great acquisition. They would 
become a front runner in the 
Hepatitis-C market, with earning 
potential in the billions of dollars. 
This would make them the dominate 
player in two billion dollar markets. 

 Reliance on drugs still in research has 
its risks. Because GILD’s revenue 
comes from successfully putting a 
new drug on the market, there is a 
heavy reliance on research and 
development. 

 Drugs in research always have the 
possibility of failing. If GILD’s new 
Hepatitis-C drugs failed in testing or 
failed to be approved, their stock 
would drop significantly. 

 Morningstar puts a 75% probability 
that GILD’s Hepatitis-C drug will be 
approved for commercial use.  

 Buying this stock has a higher risk 
than many others. Because GILD is a 
biotechnology company it relies 
heavily on successfully putting new 
drugs on the market. This is a risky 
industry but there is a higher reward 
for a higher risk. 

 GILD is not going to make the CIF a 
lot of money quickly, it is a growth 
stock that has a long-term potential 
to perform very well. 

10 institutions. Also, four investment management 
companies have over 5% ownership in GILD. These are 
bullish indicators because these investment 
management companies and other Top 10 institutions 
believe that GILD is going to be a good stock to hold 
onto for the years to come. 

Short Interest: GILD has a relatively high short interest, 
a bearish indicator. Their short interest has also been 
increasing for the past year. As of 1/15/2013 their days 
to cover was just over 6. This is an indication that many 
people are selling GILD short. However I believe their 
days to cover will go down when the next report comes 
out. I think this will happen because of their recent 
positive earnings report. 

Stock Price Chart: For the 3-Month time period GILD 
has done very well compared to competitors, the XLV, 
and the S&P 500. The technical analysis is in line with 
the fundamental approach. Currently, the 10 day 
moving average is higher than the 50 day, a good 
indication that the stock is worth purchasing. There has 
not been a “death cross” since September 2011. 
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Section (B) Company Profile (two pages maximum)  

Company Summary 

Gilead was incorporated in 1987 and is headquartered in Foster City, California. Gilead works to 

discover, develop and commercialize medication to advance the care of patients suffering from 

life-threatening diseases in areas of unmet medical need (Gilead.com). Gilead has become a 

leader in the biopharmaceutical industry with 15 products and a growing pipeline of 

investigational drugs (Gilead.com). Their area of focus includes HIV/AIDS, hepatitis, serious 

respiratory, cardiovascular, and metabolic conditions, cancer and inflammation (Gilead.com). 

They employ over 5,000 workers across four continents. 

The majority of their operations are located in the United States with seven locations. They also 

have two locations in Canada. Their international headquarters is located in Stockley Park 

(outside of London) in the United Kingdom. Europe is very important part of Gilead’s worldwide 

business, representing almost half of total product revenues (Gilead.com). They have an 

international presence in the following 22 countries: United Kingdom, Australia/New Zealand, 

Austria, Benelux, China, Czech Republic, Denmark, Finland, France, Germany, Greece, Hong 

Kong, Ireland, Italy, Korea, Norway, Poland, Portugal, Spain, Sweden, Switzerland and Turkey. 

(Gilead.com) 

Their largest revenue earner is their HIV drug, Atripla and is the #1 prescribed HIV regimen. 

However the patent for a key component of the drug, Sustiva, expires this year. This is nothing 

to worry about though, as Gilead’s new four-in-one oral HIV drug, Stribild, was approved by the 

FDA in August of 2012 and is currently submitted for approval in the EU. Stribild is the first all-

in-one oral HIV drug and analysts have “…pegged sales expectations for Stribild in the billions. 

All signs point to this as Gilead’s future blockbuster and the true successor to Atripla” 

(Fool.com) 

They are a leading innovator in the liver disease industry. They recently (February 5) announced 

the news that two of their new Hepatitis-C drugs were successful in their Phase 3 trials. Gilead 

projects that these two drugs will be submitted for U.S. and EU approval during 2013 

(Reuters.com). These drugs would be the first ever non-injectable treatment for Hepatitis-C 

(Nasdaq.com). “Gilead is still seen as the front-runner to bring a new generation of Hepatitis-C 

drugs to the market and the first to capitalize on what is thought to be a multi-billion-dollar 

opportunity” (Nasdaq.com).  

The company has also shown strong management with their ROA and ROE being well above 

their industry competitors. GILD’s ROA and ROE have been above industry averages for at least 

the past five years, a trend that is likely to continue. A strong and effective management team 

is key to creating value in a company. 
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Business Model, Competition, Environment and Strategy 

Business Model: 

Their area of focus includes HIV/AIDS, hepatitis, serious respiratory, cardiovascular, and 

metabolic conditions, cancer and inflammation (Gilead.com). Their largest amount of income is 

from their Antiviral Division. The Antiviral Division includes both HIV/AIDS and Hepatitis drugs. 

The revenue from their HIV/AIDS drugs is the highest. A breakdown of revenue per drug is seen 

below. 

Sales per Drug in 2012: 

 

Domestic and International Sales: 

In 2012, International sales accounted for 38.67% of sales. This includes the EU, Canada, and 

other international locations. Therefore domestic sales accounted for 61.33% of sales 

(Gilead.com). The sales numbers were taken from its recent press release on February 4. The 

press release detailed Q4 Earnings as well as 2012 Financial Results. 

Recent Acquisitions: 

In November 2011, Gilead acquired Pharmasset for $11 Billion to gain Hepatitis-C drugs 

(Marketwatch.com). Then, in December 2012, Gilead acquired Toronto-based TM BioSciences 

Inc. for $510 Million as it aims to boost its cancer-drug portfolio (Marketwatch.com).  

Competition: 

Product Sales in 2012 (Millions) % of Sales

Antiviral Franchise:

Atripla $3,570.0 39.37%

Truvada $3,180.0 35.07%

Viread $848.7 9.36%

Complera/Eviplera $342.2 3.77%

Stribild $40.0 0.44%

Cardiovascular Franchise:

Letairis $410.1 4.52%

Ranexa $372.9 4.11%

Other Products:

Other $304.1 3.35%

Total $9,068.0 100.00%
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“The size and potential of the global HCV (Hepatitis-C Virus) market has drawn many 

pharmaceutical players” (SeekingAlpha). That being said, many companies are not nearly as far 

in development of HCV drugs as Gilead is. The closest competitor in the HCV market is AbbVie 

(ABBV), a newly-spun-off pharmaceutical division of Abbot Laboratories (ABT). Currently ABBV 

is developing its own Hepatitis-C drug that has shown impressive results in trials 

(SeekingAlpha.com) However, its drugs are not expected to become commercial anytime in the 

near future as they are currently finishing up Phase 2 of trials (SeekingAlpha.com). GILD has two 

HVC drugs that are completing Phase 3 and are expected to be sent for approval in 2013. 

 

 

 

Revenue and Earnings History 

 

REVENUE 

Periods 2011 2012 

March 1926.09 2282.45 

June 2137.25 2405.19 

September 2121.66 2426.6 

December 2200.38 2588.28 

Note: Units in Millions of U.S. Dollars 

EARNINGS PER SHARE 

Periods 2011 2012 

March 0.80204 0.28426 

June 0.46593 0.45584 

September 0.47428 0.42629 
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December 0.43398 0.46583 

Note: Units in U.S. Dollars 

 

Total Revenue: 

 2012: $9,702.52 Million 

 2011: $8,385.38 Million 

Earnings Per Share: 

 2012: 1.63 

 2011: 2.18 

Discuss any pattern in revenue and earnings (e.g., increasing year over year; seasonal; etc.) 

In regards to total revenue, it increased by 15.7% from 2011 to 2012. Revenue also increased 

quarter to quarter when comparing the numbers from 2011 to 2012. It would seem that 

revenue is relatively steady throughout the entire year. The only trend that can be seen is the 

quarter ending in December being the highest grossing, but not by much compared to the other 

quarters. 

Earnings per share is a different story. EPS decreased by 25.2% from 2011 to 2012. I cannot find 

an explanation for this occurrence however I do not think that it should be taken as a bad signal 

because GILD is still beating Wall Street estimates in EPS. It could be attributed to the almost 

$500 Million increase in R&D spending. 

GILD released their Q4 Earnings from 2012 on Monday, February 4, beating analysts’ estimates 

in both revenue and EPS. Their earnings of 47 cents a share beat the analyst consensus of 45 

cents and their revenue came in at $2.59 billion, beating estimates of $2.43 million 

(Finance.Yahoo.com). The market had a positive reaction their earnings with the price 

increasing from $39.59 to $40.54 the day after earnings were released, a 2.4% increase on the 

day. 

The outlook for 2013 is positive for GILD. The company expects product revenue to increase by 

6%-9% over the 2012 levels (Finance.Yahoo.com). GILD also expects increased costs due to the 

potential 2014 launch of Sofosbuvir, their ground breaking Hepatitis-C drug 

(Finance.Yahoo.com). 
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Section (C) Fundamental Valuation (EBO) 

Include the following here: 

Copy/paste completed Fundamental Valuation (EBO) Spreadsheet  

 

 

Inputs (provide below input values used in your analysis) 

EPS forecasts (FY1 & FY2):  2.06 & 2.78 

Long-term growth rate:  19.91% 

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

 Book value:   $9,550.9 Million 

 # of shares outstanding: 1,519.16 Million 

 Book value / share:  $6.29 

Dividend payout ratio:  0 

Next fiscal year end:   December 2013 

Current fiscal month:   2 

Target ROE:    23.16% *adjusted 

Output 

Above normal growth period chosen: 6-year 

GILD PARAMETERS FY1 FY2 Ltg

EPS Fore casts 2.06 2.78 19.91% Mode l 1: 12-ye ar fore casting  horiz on (T=12).

Book value /share  (last fye ) 6.29   and a 7-ye ar growth pe riod.

Discount Rate 5.90%

Divide nd Payout Ratio  (POR) 0.00% Please download and save this template to your own storage device

Ne xt Fsc Ye ar e nd 2013 You only  ne e d to  input value s to  ce lls highlighte d in "ye llow"

Curre nt Fsc Mth (1 to  12) 2 The  re st o f the  spre adshe e t is calculate d automatically

Targe t ROE (industry  avg .) 23.16% Ple ase  re ad "Guide line s_for_Fundame ntalValuation_ProfLe e _Spre adshe e t" file  care fully

 Ye ar 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Long-term EPS Growth Rate (Ltg) 0.1991 0.1991 0.1991 0.1991 0.1991

Forecasted EPS 2.06 2.78 3.33 4.00 4.79 5.75 6.89

Beg. of year BV/Shr 6.290 8.350 11.130 14.463 18.461 23.254 29.001

Implied ROE 0.333 0.300 0.276 0.260 0.247 0.238

ROE (Beg. ROE, from EPS forecasts) 0.328 0.333 0.300 0.276 0.260 0.247 0.238 0.236 0.235 0.234 0.233 0.232

Abnormal ROE (ROE-k) 0.269 0.274 0.241 0.217 0.201 0.188 0.179 0.177 0.176 0.175 0.174 0.173

growth rate for B (1-POR)*(ROEt-1) 0.000 0.328 0.333 0.300 0.276 0.260 0.247 0.238 0.236 0.235 0.234 0.233

Compounded growth 1.000 1.328 1.769 2.299 2.935 3.697 4.611 5.706 7.055 8.715 10.754 13.258

growth*AROE 0.269 0.364 0.426 0.500 0.589 0.696 0.824 1.012 1.243 1.525 1.869 2.288

required rate (k) 0.059 0.059 0.059 0.059 0.059 0.059 0.059 0.059 0.059 0.059 0.059 0.059 0.059

Compound discount rate 1.059 1.121 1.188 1.258 1.332 1.411 1.494 1.582 1.675 1.774 1.879 1.990

div. payout rate (k) 0.000

Add to P/B PV(growth*AROE) 0.25 0.32 0.36 0.40 0.44 0.49 0.55 0.64 0.74 0.86 0.99 1.15

Cum P/B 1.25 1.58 1.94 2.33 2.78 3.27 3.82 4.46 5.20 6.06 7.06 8.21

Add: Perpetuity

beyond current yr (Assume this yr's AROE forever) 4.30 5.50 6.07 6.74 7.49 8.36 9.35 10.85 12.58 14.57 16.86 19.49

Total P/B (P/B if we stop est. this period) 5.55 7.07 8.01 9.07 10.27 11.63 13.17 15.31 17.78 20.63 23.92 27.70

Implie d price 35.26 44.93 50.88 57.61 65.23 73.86 83.63 97.24 112.95 131.07 151.94 175.96

Che ck:

Beg. BV/Shr 6.29 8.35 11.13 14.46 18.46 23.25 29.00 35.89 44.38 54.82 67.65 83.39

Implied EPS 2.06 2.78 3.33 4.00 4.79 5.75 6.89 8.49 10.44 12.83 15.75 19.31

Implied EPS growth 0.350 0.199 0.199 0.199 0.199 0.199 0.231 0.230 0.229 0.228 0.226
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EBO valuation (Implied price from the spreadsheet): $73.86 

Sensitivity Analysis 

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

$112.95 if changing above normal growth period to 9-year 

$92.93 if changing growth rate from mean (consensus) to the highest estimate 27% 

$48.60 if changing growth rate from mean (consensus) to the lowest estimate 8% 

$23.88 if changing discount rate to 10% 

$73.86 if changing target ROE to -9.1% (Industry Average) 

 

*Target ROE: Because the industry average ROE was -9.1% and GILD had and ROE of 31.82%, I 

decided to make an adjustment to the target ROE. To find this new number I took the 5-year 

average ROE of GILD, BIIB and AMGN plus the three companies current ROE and averaged it. 

BIIB and AMGN are two of GILD’s main competitors in the Biotechnology industry and both 

have very large market caps. The new ROE averaged out to 23.16% 

Inputs for CAPM: rf: 1.96% (U.S 10-year Treasury Bill yield) 

       β: 0.49 

       rp: 8.04% 

Abnormal Growth Period: I chose a 6-year abnormal growth period because GILD has multiple 

products that are currently submitted for US and EU approval as well as two Hepatitis-C drugs 

that are currently in phase 3 of testing. They also have a new HIV drug, Stribild, on the market 

that is the only HIV drug that is an “all-in-one” treatment. I believe that if their products are 

approved by the US and EU and their Hepatitis-C drugs are approved in the coming years, GILD 

will have large growth through these multi-billion dollar drugs. 

EBO Valuation #: the EBO for 2018 is $73.86. This is $32 above its 52-week high ($41.34) and I 

believe that this is attainable by the company in the future. GILD is currently trading near its 52-

week high at $40.36 and I see room for large growth if their drugs are approved for commercial 

use. 

Sensitivity Analysis: I changed the growth period to 9-years because of GILD’s potential earnings 

from drugs in the distant future. The growth rates, high and low, were taken from Reuters.com. 

I changed the discount rate to 10% in case the market started having much different returns in 

the future. The ROE was changed to the industry average. It did not affect the price for the 6- 

year growth, but 7-years and on it had a big effect. At -9.1% the price was in the negatives 

beginning in its 9th year.  
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Section (D) Relative Valuation 

Copy/paste your completed relative valuation spreadsheet here 

 

 

 

From the top panel 

I chose Biogen Idec, Amgen Inc., and Celgene Corp as main competitors because they compete 

directly with Gilead in the Biotech industry while also having very large market caps. I added 

Pfizer as a competitor as well because they are a very big pharmaceutical company that creates 

drugs as well. Biogen, Amgen and Celgene are similar in all of their ratios, which is to be 

expected. The three ratios to take a look at are Forward P/E, P/B and PEG. These three ratios 

give a good indicator of what Gilead’s stock price is compared to their competitors. Gilead’s 

ratios are about even with its main competitors. Pfizer’s ratios are sometimes much different 

from the Biotech companies and can be disregarded for ratios such as the LT Growth Rate, PEG, 

and FY2 Earnings estimate. 

From the bottom panel 

The implied prices from the P/E, P/B and PEG are all relatively accurate compared to where 

Gilead is trading today as well as its 52-week range. The largest outlier is the implied price from 

the PEG and it comes from Pfizer. Pfizer’s PEG is much higher that the Biotech companies and 

GILD

Mean FY2 

Earnings Estimate Forward Mean LT PEG P/B ROE Value P/S P/CF

Ticker Name Mkt Cap Current Price (next fiscal year) P/E Growth Rate (MRQ) 5 yr ave Ratio TTM TTM

1 BIIB Biogen Idec Inc. 38,041.54$    160.30$               9.21$                               17.40 16.02% 1.09 5.47 17.83% 0.31 6.90 22.32

2 AMGN Amgen Inc. 66,445.29$    86.30$                 8.10$                               10.65 9.90% 1.08 3.43 20.30% 0.17 3.85 12.7

3 CELG Celgene Corp 41,406.23$    101.44$               6.82$                               14.87 22.45% 0.66 7.20 28.29% 0.25 7.52 21.8

4 PFE Pfizer Inc. 201,145.50$  26.96$                 2.36$                               11.42 2.54% 4.50 2.74 14.47% 0.19 3.41 12.21

GILD Gilead 60,475.48$    40.36$                 2.78$                               14.52 19.91% 0.73 6.35 43.40% 0.15 6.23 22.54

Implied Price based on: P/E PEG P/B Value P/S P/CF

1 BIIB Biogen Idec Inc. $48.39 $60.14 $34.77 $84.63 $44.70 $39.97

2 AMGN Amgen Inc. $29.62 $59.57 $21.80 $46.61 $24.94 $22.74

3 CELG Celgene Corp $41.35 $36.67 $45.76 $70.20 $48.72 $39.03

4 PFE Pfizer Inc. $31.76 $248.94 $17.42 $52.23 $22.09 $21.86

High $48.39 $248.94 $45.76 $84.63 $48.72 $39.97

Low $29.62 $36.67 $17.42 $46.61 $22.09 $21.86

Median $36.55 $59.85 $28.28 $61.22 $34.82 $30.89

Cougar Investment Fund Relative Valuation Template

Please download and save this template to your own storage device

You only need to input values to ce lls highlighted in "ye llow"

The  rest of the  spreadsheet is calculated automatically

Please  read "Stock Recommendation Guide lines" document carefully
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this explains the large difference in implied price. Because of the implied prices from the P/E, 

P/B, and PEG, these are the most relevant ratios to be used as a valuation tool. The implied 

price of the P/CF is also very close to the 52-week range of Gilead.  

According to the median value of the PEG, GILD is undervalued; however according to the 

median price of Forward P/E, P/B and P/CF, GILD is currently overvalued. 

 

Section (E) Revenue and Earnings Estimates 

Copy/Paste the “Historical Surprises” Table from Reuters.com, “Analysts” tab (include both 

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

HISTORICAL SURPRISES 

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

Estimates vs Actual Estimate Actual Difference Surprise % 

SALES (in millions) 

Quarter Ending Dec-12 2,433.82 2,588.28 154.47 6.35 

Quarter Ending Sep-12 2,339.25 2,426.60 87.35 3.73 

Quarter Ending Jun-12 2,293.48 2,405.19 111.70 4.87 

Quarter Ending Mar-12 2,200.57 2,282.45 81.88 3.72 

Quarter Ending Dec-11 2,182.43 2,200.38 17.95 0.82 

Earnings (per share) 

Quarter Ending Dec-12 0.48 0.50 0.02 5.13 

Quarter Ending Sep-12 0.47 0.50 0.03 6.56 

Quarter Ending Jun-12 0.47 0.50 0.02 4.30 

Quarter Ending Mar-12 0.47 0.46 0.01 -2.65 

Quarter Ending Dec-11 0.52 0.49 0.04 -7.35 
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The trends in revenue and earnings are positive. For the past 5 quarters GILD has had positive 

surprises in revenue. The most recent quarter, December 2012, saw the highest surprise 

beating estimates by $155 million. The earnings trend is positive as well. There were two 

negative surprises in December 2011 and March 2012, but since that time they have beat 

estimates, showing a positive trend. 

The stock has historically responded well to surprises. Most recently, they reported their Q4 

2012 earnings on February 4th beating estimates in revenue and earnings, causing the stock to 

jump over 4% the next day. 

The trends of positive surprises are consistent with the majority of analysts who rate GILD as an 

Outperform or Buy stock.  

 

Copy/paste the “Consensus Estimates Analysis” Table from Reuters.com, “Analysts” tab 

(include both revenue and earnings) 

CONSENSUS ESTIMATES ANALYSIS 

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

 

# of Estimates Mean High Low 
1 Year 

Ago 

SALES (in millions) 

Quarter Ending Mar-13 18 2,555.67 2,661.00 2,418.50 2,343.57 

Quarter Ending Jun-13 18 2,631.31 2,754.00 2,558.00 2,411.35 

Year Ending Dec-13 28 10,592.00 11,129.00 10,219.10 9,762.34 

Year Ending Dec-14 26 12,336.30 14,168.60 11,072.70 11,057.70 

Earnings (per share) 

Quarter Ending Mar-13 20 0.50 0.63 0.41 0.50 

Quarter Ending Jun-13 20 0.50 0.66 0.45 0.53 

Year Ending Dec-13 29 2.06 2.32 1.77 2.21 
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Year Ending Dec-14 27 2.78 3.45 2.02 2.79 

LT Growth Rate (%) 9 19.91 27.00 8.00 14.79 

The range of analysts’ estimates varies by quite a large amount. For the next quarter, March 

2013, there is a $245.5 million difference between the high and low sales estimates. That 

difference rises to $1 billion for the year ending December 2013. Earnings also see a large 

difference in the high and low for March 2013, with a .22 difference. That difference rises to .55 

for the year ending December 2013. Long-term growth sees a difference of 19% between high 

and low estimates. There are only 9 analysts reporting LT-Growth compared to 18-28 analysts 

providing estimates on earnings and revenue. 

For the quarter ending March 2013, there is a 4.1% difference between the high and mean 

estimates in revenue and a -5.4% difference between the low and mean estimates. For 

earnings, there is a 26% difference between high and mean estimates for earnings and a -18% 

difference between low and mean estimates.   

For the year ending December 2013, there is a 5.1% difference between the high and mean 

estimate for revenue and a -3.5% difference between low and mean estimates. For earnings, 

there is a 12.6% difference between the high and mean estimates and a -14.1% difference 

between the low and mean estimates.  

The divergent are more noticeable for FY2 as the estimates are much further apart. 

 

 

Copy/paste the “Consensus Estimates Trend” Table from 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) 

 

Current 
1 Week 

Ago 
1 Month 

Ago 
2 Month 

Ago 
1 Year 

Ago 

SALES (in millions) 

Quarter Ending Mar-13 2,555.67 2,498.41 2,503.53 2,490.40 2,343.57 

Quarter Ending Jun-13 2,631.31 2,578.92 2,584.41 2,566.14 2,411.35 
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Year Ending Dec-13 10,592.00 10,453.10 10,466.50 10,464.10 9,762.34 

Year Ending Dec-14 12,336.30 12,165.90 12,029.70 11,967.40 11,057.70 

Earnings (per share) 

Quarter Ending Mar-13 0.50 0.50 0.50 0.50 0.50 

Quarter Ending Jun-13 0.50 0.53 0.52 0.53 0.53 

Quarter Ending Dec-13 2.06 2.17 2.19 2.20 2.21 

Quarter Ending Dec-14 2.78 2.86 2.85 2.86 2.79 

Revenue estimates are trending upwards for both the quarters and years. For the quarter 

ending March 2013 the analysts’ estimates rose from 1 year ago to today current mean. The 

same is also true for the year ending December 2013. The estimate trend is more noticeable in 

the FY2 with the analysts current mean being over $1 Billion higher than it was a year ago. 

For earnings, the estimate has remained the same from 1 year ago to today for quarter ending 

March 2013. However, for the remaining three estimates, quarter ending June 2013 and year 

ending December 2013 and 2014, the estimates are trending downward from 1 year ago to 

today. The most noticeable change in estimate is for the year ending December 2013. 1 year 

ago the consensus was 2.21 and today it has been reduced to 2.06.  

These trends are consistent with Morningstar’s analysis. Sales are predicted to increase with 

GILD’s new HIV drug as well as their new Hepatitis-C drug that is slated to be submitted for FDA 

approval this year (Morningstar Direct). These drugs account for the upward trend of sales and 

revenue but do not account for the downward trend of earnings. The reason earnings estimates 

have been declining is because of GILD’s increased R&D spending. This is not a bad thing 

considering R&D is vital to a biotechnology company’s success. “We like that management is 

rewarded for R&D progress rather than earnings per share” (Morningstar Direct). This quote 

from Morningstar agrees with GILD’s increase in R&D spending. 
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Copy/paste the “Estimates Revisions Summary” Table from Reuters.com, “Analysts” tab 

(include both revenue and earnings) 

ESTIMATES REVISIONS SUMMARY 

 

Last Week Last 4 Weeks 

Number Of Revisions: Up Down Up Down 

Revenue 

Quarter Ending Mar-13 10 3 8 3 

Quarter Ending Jun-13 11 2 9 2 

Year Ending Dec-13 17 4 15 6 

Year Ending Dec-14 15 4 16 3 

Earnings 

Quarter Ending Mar-13 4 9 3 8 

Quarter Ending Jun-13 1 12 1 9 

Year Ending Dec-13 2 18 3 21 

Year Ending Dec-14 4 13 6 15 

Analysts’ estimates are trending up for revenue and down for earnings in both the past for 

weeks and last week. This trend is similar to the earnings trends mentioned above. There is a 

large majority of analysts upping their estimates for revenue and decreasing their estimates for 

earnings. The reasons for these trends is the exact same as the reasons in revenue and earnings 

estimates in the table before this one.  

I believe that GILD has a good chance of beating both quarter and year-end estimates. Their 

most recent earnings report was higher that estimates in both earnings and revenue and I 

believe that can continue to happen. Earnings are going down because of R&D expenditures 

but their dominant position in the HIV market and high potential in the Hepatitis-C market 

continues to drive revenues and profits upward (Morningstar Direct). The financial outlook for 

GILD is strong, with high revenue growth predicted in the future.  
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Section (F) Analysts’ Recommendations 

Copy/paste the “Analyst Recommendations and Revisions” Table from Reuters.com, 

“Analysts” tab. NOTE: Make sure you copy the entire table including the “Mean Rating” at the 

bottom of the table. 

ANALYST RECOMMENDATIONS AND REVISIONS 

1-5 Linear Scale Current 
1 Month 

Ago 
2 Month 

Ago 
3 Month 

Ago 

(1) BUY 15 15 14 14 

(2) OUTPERFORM 9 9 9 10 

(3) HOLD 5 5 5 4 

(4) UNDERPERFORM 0 0 0 0 

(5) SELL 0 0 0 0 

No Opinion 0 0 0 0 

Mean Rating 1.66 1.66 1.68 1.64 

 

The trend of analysts’ recommendations has remained consistent for the past three months. 

One month ago one more analyst added their recommendation to the list. The 

recommendation was a Buy. Also, one analyst has dropped their recommendation to a hold and 

one increased their recommendation to Outperform.  

The mean rating for the stock is 1.66, a bullish indicator. Of the 29 analysts, 15 recommended a 

buy, 9 said outperform, and 5 said hold. Not one analyst recommended underperform or sell. 

These recommendations are consistent with Morningstar as well as other websites that have 

analyst recommendations. A high majority of analysts predict that GILD with have strong 

growth in the future and are long on GILD (SeekingAlpha.com).  

The graph below is from CNBC.com and show the number of changes in estimates by analysts. 

Over the past three months many analysts have downgraded the earnings which is consistent 

with information from other sites. Because analysts are lowering their earnings estimate I 
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believe that the future potential of GILD has not been included in its current price. After their 

next earnings report analysts will know more about their potential earning power for this year. 

Their new HIV drug that was released in the 4th quarter of last year should see an increase in 

revenue and their two Hepatitis-C drugs that are in Phase 3 of testing are scheduled to be 

submitted for FDA approval during the second quarter. 

This chart also reiterates the recommendation of a Buy. 
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Section (G) Institutional Ownership 

 

GILD

Ownership Activity # of Holders % Beg. Holders Shares % Shares

Shares Outstanding 1,515,309,631 100.00%

# of Holders/Tot Shares Held 1,084 101.31% 1,445,302,326 95.38%

# New Positions 43 4.02%

# Closed Positions 29 2.71%

# Increased Positions 166 15.51%

# Decreased Positions 253 23.64%

Beg. Total Inst. Positions 1,070 100.00% 1,451,542,034 95.79%

# Net Buyers/3 Mo. Net Chg -87 39.62% -6,239,708 -0.41%

Ownership Information % Outstanding

Top 10 Institutions % Ownership 35.30%

Mutual Fund % Ownership 1.67%

Float % 99.69%

> 5% Ownership

Holder Name % Outstanding Report Date

Capital Research Global Investors 10.10% 10/31/2012

American Funds Growth Fund of America 6.8 12/31/2012

Capital World Investors 6.50% 09/30/12

Fidelity Management & Research Company 5.60% 09/30/12

Cougar Investment Fund Institutional Ownership Template

Please download and save this template to your own storage device

You only  ne e d to  input value s to  ce lls highlighte d in "ye llow"

The  re st o f the  spre adshe e t is calculate d automatically

Ple ase  re ad "Stock Re comme ndation Guide line s" docume nt care fully
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On a net basis, institutions have been decreasing their position in GILD. Over the past three 

months there has been a position change of -87. However the stock has sizable institutional 

ownership. With 35% of ownership being help by Top 10 institutions. Also, four investment 

management companies have over 5% ownership in GILD. These are bullish indicators because 

these investment management companies and other Top 10 institutions believe that GILD is 

going to be a good stock to hold onto for the years to come. 

Section (H) Short Interest (two pages) 

From http://www.nasdaq.com/ (NASDAQ’s website) 

GILD: 

 

http://www.nasdaq.com/
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BIIB: 
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AMGN: 
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NOTE: You are encouraged to look at the short interest information for two of the companies’ 

closest competitors. This will help gauge whether the sentiment indicated in the short interest 

statistics is company specific or industry-wide. 

From http://finance.yahoo.com/ 

Complete the following table with information from the “share statistics” table.  

    

Avg Vol  Avg Vol Shares  Float 
(3 month) (10 day) Outstanding 

 11,962,000 9,827,650 1.52B 1.50B 

Shares Short Short Ratio Short % of Float Shares Short 

(Most recent date) (Most recent date) (Most recent date) (2 weeks prior) 

 26.52M (1/15/13) 3.20 (1/15/13) 3.50% (1/15/13) 25.62M 

 

Settlement Date  

1/15/2013 

Short Interest 

26,515,655 

      

 Average Daily               # of  

Days to cover 

 

6.077076 
      Shares Volume 

4,353,226 

 

http://finance.yahoo.com/
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GILD has a relatively high short interest, a bearish indicator. Their short interest has also been 

increasing for the past year. As of 1/15/2013 their days to cover was just over 6. This is an 

indication that many people are selling GILD short. However I believe their days to cover will go 

down when the next report comes out. I think this will happen because of their recent positive 

earnings report. They beat estimates causing their stock price to jump 5% and gave a positive 

and encouraging forecast for 2013. I think that many people will start to hold onto GILD and 

become long on the stock.  

 

Compared to two main competitors, its short interest is much higher. BIIB has a days to cover of 

1.46 and AMGN has a days to cover of 3.6 

 

Section (I) Stock Charts 

A three months price chart 

Copy/paste the “3 Mos.” stock chart here 
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A one year price chart 

Copy/paste the “1 Yr” stock chart here  

 
 

 

A five year price chart 

Copy/paste the “5 Yrs.” stock chart here  
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Additional price chart 

6-Month Technical Analysis 
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2-Year Technical Analysis 

 
 

 

Discuss what you observe from the stock charts. This should include comparing your stock to 

competitors, sector, and SP500 over the three different time horizons.  

 

For the 3-Month time period GILD has done very well compared to competitors, the XLV, and 

the S&P 500. For the 1-year and 5-year the stock has underperformed competitors as well as 

the XLV until the past six months when the value of their stock started to rise rapidly. Analysts 

have started to realize their very high potential, boosting the price of the stock. I believe the 

trend of growth will continue during 2013 as well as for years to come. Their potential with the 

Hepatitis-C market is in the billions of dollars and they are already a dominant player in the HIV 

market. Last August they released their new all-in-one HIV drug, Stribild, which caused their 
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stock price to jump. Stribild is the first ever all-in-one HIV treatment and is predicted to be the 

leader in the HIV market for this year and many years to come. 

 

The technical analysis is in line with the fundamental approach. Currently, the 10 day moving 

average is higher than the 50 day, a good indication that the stock is worth purchasing. There 

has not been a “death cross” since September 2011. Taking a closer look at the RSI indicator, it 

could be predicted that the stock will level for a short amount of time before it rises again. This 

seems to be the trend when comparing the stock price to with the RSI indicator. That is why 

now is the time to buy GILD. 
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