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INDEPENDENT RESEARCH 
UPDATE AstraZeneca 
13th July 2016 Buying time 
Healthcare Fair Value 5370p vs. 5100p (price 4,476p) BUY 

Bloomberg AZN LN 
Reuters AZN.L 
12-month High / Low (p) 4,628 / 3,774 
Market capitalisation (GBPm) 56,604 
Enterprise Value (BG estimates GBPm) 68,227 
Avg. 6m daily volume ('000 shares) 2,845 
Free Float 100% 
3y EPS CAGR -3.3% 
Gearing (12/15) 48% 
Dividend yield (12/16e) 4.74% 
 

 AstraZeneca is not yet in a comfortable situation overall as innovative 
drugs do not yet offset the patent cliff and it is uncertain whether the 
group will be able to show any growth before 2018. However, in 
oncology, which is the focus of this report, things are developing well: 
Lynparza and Tagrisso are taking off nicely, key data read-outs are 
coming for durva and treme next year and acalabrutinib should soon 
be added to the list of key drugs for the company. 

 We see sales in oncology doubling in size from 2015 to 2019 and tripling 
by 2022 for AstraZeneca despite using still cautious PoS when making 
our forecasts. 

 In this report, we pay particular attention to ICI (immune checkpoint 
inhibitors) including durvalumab but we also and more specifically address 
two non-IO drugs: PARP inhibitor Lynparza (in ovarian and breast 
cancers) and BTK inhibitor acalabrutinib (in liquid tumours). We are 
taking the opportunity of this report to include Acerta for the first time 
in our model, meaning debt attached to the acquisition (including upfront 
and unconditional payment) but more importantly estimated future sales 
that are risk-adjusted by indication. Although six different indications are 
factored in, our risk-adjusted peak sales of USD2.1bn in 2026 mainly 
derives from R/R and 1L CLL where it may achieve USD1.8bn in sales. 
Phase III data in R/R CLL are expected to be released by year-end. 

 As for Lynparza, we see the drug as mainly competing with Tesaro’s in 
ovarian cancer while the game is more open in the breast cancer area 
which can be much bigger but with many more compounds engaged 
including potential best-in-class talazoparib (Medivation). What is clearer 
now is that, since Tesaro disclosed data recently with its own candidate, 
the class looks highly attractive at least in these two cancers. 

 Last but not least, durvalumab is likely to deliver clinical data in head & 
neck and, with the MYSTIC trial over the coming 12 months, we see the 
two settings as key for the peak sales of the drug that is so far not clearly 
differentiated from the pack. We have 50% PoS on USD3.7bn PS. 

 

 

YE December  12/15 12/16e 12/17e 12/18e 
Revenue (USDm) 23,641 21,272 20,402 21,474 
EBIT (USDm) 4,114 3,047 5,219 5,267 
Basic EPS (USD) 2.24 1.39 2.83 2.87 
Diluted EPS (USD) 4.26 3.63 3.82 3.86 
EV/Sales 3.53x 4.23x 4.51x 4.39x 
EV/EBITDA 14.1x 21.2x 15.1x 14.5x 
EV/EBIT 20.3x 29.5x 17.6x 17.9x 
P/E 13.8x 16.3x 15.4x 15.3x 
ROCE 16.2 13.5 12.1 12.0 
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Profit & Loss account (USDm) 2013 2014 2015 2016e 2017e 2018e 
Sales 25,712 26,095 23,641 21,272 20,402 21,474 
Change (%) -7.7% 1.5% -9.4% -10.0% -4.1% 5.3% 
EBITDA 7,850 4,104 5,937 4,248 6,073 6,500 
EBIT 3,712 2,137 4,114 3,047 5,219 5,267 
Change (%) -54.4% -42.4% 92.5% -25.9% 71.3% 0.9% 
Core EBIT 8,390 6,937 6,902 6,142 6,409 6,457 
Change (%) -24.8% -17.3% -0.5% -11.0% 4.3% 0.7% 
Financial result (445) (891) (1,045) (1,042) (945) 0.0 
Pre-Tax profit 3,267 1,246 3,069 2,005 4,274 4,366 
Exceptionals 0.0 0.0 0.0 0.0 0.0 0.0 
Tax 696 11.0 243 276 718 735 
Income from associates 0.0 0.0 0.0 0.0 0.0 0.0 
Minority interests 15.0 2.0 1.0 (30.0) (20.0) 5.0 
Reported net result 2,556 1,233 2,825 1,759 3,576 3,626 
Core Net result 6,319 5,396 5,390 4,587 4,829 4,879 
Change (%) -27.0% -14.6% -0.1% -14.9% 5.3% 1.0% 
       Cash-Flow Statement (USDm)       
Operating cash-flows 7,348 4,260 3,496 2,752 4,364 4,763 
Change in working capital 172 (3,080) (351) 537 763 62.5 
Capex (net) 2,023 2,752 2,788 1,400 1,400 1,200 
Financial investments 1,158 3,804 2,446 3,139 0.0 1,500 
Dividends paid 3,507 3,545 3,486 3,539 3,539 3,539 
Net Debt 1,162 4,504 8,823 15,323 17,361 19,670 
Free Cash flow 4,317 173 (2,955) (2,324) 2,201 2,001 
       Balance Sheet USDm       
Shareholder funds 23,253 19,646 18,509 15,262 13,673 12,470 
+ Provisions 3,650 4,058 3,216 3,216 3,216 3,216 
+ Net Debt 1,162 4,504 8,823 15,323 17,361 19,670 
= Invested Capital 28,065 28,208 30,548 33,801 34,250 35,356 
Tangible assets 33,697 40,786 43,210 45,299 44,349 44,699 
+ Working Capital 1,827 (1,253) (1,604) (1,067) (305) (242) 
+ Others / Miscellanous (7,459) (11,325) (11,058) (10,431) (9,794) (9,101) 
= Capital employed 28,065 28,208 30,548 33,801 34,250 35,356 
Total Balance Sheet 55,899 58,595 60,124 54,870 51,570 49,996 
       Financial Ratios       
Operating margin 14.44 8.19 17.40 14.32 25.58 24.53 
Core operating margin 32.63 26.58 29.20 28.87 31.41 30.07 
Tax rate 20.28 16.15 7.92 7.92 20.99 21.45 
Net margin 9.78 2.29 6.84 1.26 9.44 10.76 
ROE (after tax) 10.76 2.91 8.61 1.73 13.48 17.87 
ROCE (after tax) 19.86 15.60 16.16 13.48 12.13 12.03 
Gearing 5.00 22.93 47.67 100 127 158 
Distribution rate 137 287 125 201 98.97 97.59 
Number of shares (diluted) 1,250 1,263 1,264 1,264 1,264 1,264 
       Per share data USD       
Reported EPS 2.04 0.98 2.24 1.39 2.83 2.87 
Restated EPS 2.04 0.98 2.24 1.39 2.83 2.87 
Core EPS 5.05 4.28 4.26 3.63 3.82 3.86 
change (%) -26.5% -15.3% -0.3% -14.9% 5.3% 1.0% 
Goodwill per share 0.0 0.0 0.0 0.0 0.0 0.0 
NPV 18.58 15.54 14.63 12.04 10.76 9.79 
Cash flow per share 5.88 3.37 2.77 2.18 3.45 3.77 
FCF per share 3.45 0.14 (2.34) (1.84) 1.74 1.58 
Dividend per share 2.80 2.80 2.80 2.80 2.80 2.80 
       
       

Source: Company Data; Bryan, Garnier & Co ests. 
 

 

 
 
Company description 
AstraZeneca was formed in 1999 by 
the merger of Swedish Astra and 
British Zeneca. Originally a life science 
company, it then span off its 
agrochemicals business (merged with 
Novartis’ to form Syngenta) and 
focused on pharmaceuticals, divesting 
some other minor diversifications and 
acquiring biotech capabilities with 
CAT and then MedImmune. 
AstraZeneca has strong brands like 
Nexium, Crestor or Seroquel and is 
currently facing a deep patent cliff. 
Time will tell whether R&D revives 
and is able to deliver new medicines 
that could offset part if not all of sales 
lost to patent expiries. 

 



 
AstraZeneca 

 

45 

Price Chart and Rating History 
 
AstraZeneca 

 
 
 
Ratings    
Date Ratings Price 
18/09/15 BUY 4271p 
20/12/13 NEUTRAL 3599p 
17/01/13 BUY 3037p 
18/07/11 NEUTRAL 3093p 
 
Target Price   
Date Target price 
02/05/16 5100p 
06/04/16 5360p 
10/03/16 5520p 
05/02/16 5500p 
17/12/15 5550p 
03/12/15 5400p 
12/11/15 5150p 
16/10/15 5100p 
18/09/15 5400p 
26/05/15 4830p 
27/04/15 4860p 
14/04/15 4880p 
06/02/15 4740p 
15/01/15 4700p 
12/01/15 4640p 
12/11/14 4570p 
17/09/14 4450p 
01/08/14 4400p 
26/06/14 4220p 
25/04/14 4230p 
15/01/14 3830p 
20/12/13 3640p 
01/11/13 3580p 
02/08/13 3620p 
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Bryan Garnier stock rating system 
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows: 
Stock rating 

BUY Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a 
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of 
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 
will feature an introduction outlining the key reasons behind the opinion. 

NEUTRAL Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to 
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary 
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key 
reasons behind the opinion. 

SELL Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a 
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of 
elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 
will feature an introduction outlining the key reasons behind the opinion. 

Distribution of stock ratings  
 

BUY ratings 56.8% NEUTRAL ratings 33.8% SELL ratings  9.5% 

Research Disclosure Legend 

1 Bryan Garnier  shareholding 
in Issuer 

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a 
shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company 
that is the subject of this Report (the “Issuer”). 

No 

2 Issuer shareholding in Bryan 
Garnier 

The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members 
of the Bryan Garnier Group. 

No 

3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are 
significant in relation to this report 

No 

4 Market maker or liquidity 
provider 

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or 
in any related derivatives. 

No 

5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager 
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives. 

No 

6 Investment banking 
agreement 

A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the 
Issuer relating to the provision of investment banking services, or has in that period received payment or been 
promised payment in respect of such services. 

No 

7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of 
this Report. 

No 

8 Analyst receipt or purchase 
of shares in Issuer 

The investment analyst or another person involved in the preparation of this Report has received or purchased 
shares of the Issuer prior to a public offering of those shares. 

No 

9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied 
to investment banking transactions performed by the Bryan Garnier Group. 

No 

10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing 
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate 
finance services from the Issuer in the next six months. 

No 

11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the 
securities or derivatives of the Issuer. 

No 

12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the 
securities or derivatives of the Issuer. 

No 

13 Bryan Garnier executive is 
an officer 

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s 
household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or 
subsidiaries.  The name of such person or persons is disclosed above. 

No 

14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of 
the research has been influenced by any knowledge of clients positions and that the views expressed in the 
report accurately reflect his/her personal views about the investment and issuer to which the report relates and 
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in the report. 

Yes 

15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, 
price target/spread and summary of conclusions removed). 

No 

Summary of Investment Research Conflict Management Policy is available www.bryangarnier.com 

http://www.bryangarnier.com/en/pages/legal/Summary%2Bof%2BInvestment%2BResearch%2BConflict%2BManagement%2BPolicy�
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Important information  
This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and 
arrangements required for investment research as set out in the FCA’s Conduct of Business Sourcebook. 
This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier 
& Co Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered 
address: Beaufort House 15 St. Botolph Street, London EC3A 7BB, United Kingdom 
This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned 
in this Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be 
construed as, investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.  
The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the 
accuracy of which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or 
warranty is given or should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law 
neither the Firm nor any associated company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to 
the Firm and/or associated companies which are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the 
subject of this Report.  
This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this 
Report.  
Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an 
independent party and should not be seen as an indication of returns which might be received by investors. Similarly, where projections, forecasts, targeted or illustrative returns or 
related statements or expressions of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or 
probability. Actual events and circumstances are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to the risk factors stated in this 
Report, could cause actual results to differ materially from those in any Forward Looking Information.  
Disclosures specific to clients in the United Kingdom  
This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in 
the United Kingdom only to persons who have been classified by Bryan Garnier & Co Limited as professional clients or eligible counterparties. Any recipient who is not such a 
person should return the Report to Bryan Garnier & Co Limited immediately and should not rely on it for any purposes whatsoever.  
Notice to US investors  
This research report (the “Report”) was prepared by Bryan Garnier & Co Limited for information purposes only. The Report is intended for distribution in the United States to 
“Major US Institutional Investors” as defined in SEC Rule 15a-6 and may not be furnished to any other person in the United States. Each Major US Institutional Investor which 
receives a copy of this Report by its acceptance hereof represents and agrees that it shall not distribute or provide this Report to any other person. Any US person that desires to 
effect transactions in any security discussed in this Report should call or write to our US affiliated broker, Bryan Garnier Securities, LLC. 750 Lexington Avenue, New York NY 
10022. Telephone: 1-212-337-7000.  
This Report is based on information obtained from sources that Bryan Garnier & Co Limited believes to be reliable and, to the best of its knowledge, contains no misleading, 
untrue or false statements but which it has not independently verified. Neither Bryan Garnier & Co Limited and/or Bryan Garnier Securities LLC make no guarantee, 
representation or warranty as to its accuracy or completeness. Expressions of opinion herein are subject to change without notice. This Report is not an offer to buy or sell any 
security.  
Bryan Garnier Securities, LLC and/or its affiliate, Bryan Garnier & Co Limited  may own more than 1% of the securities of the company(ies) which is (are) the subject matter of 
this Report, may act as a market maker in the securities of the company(ies) discussed herein, may manage or co-manage a public offering of securities for the subject company(ies), 
may sell such securities to or buy them from customers on a principal basis and may also perform or seek to perform investment banking services for the company(ies).  
Bryan Garnier Securities, LLC and/or Bryan Garnier & Co Limited  are unaware of any actual, material conflict of interest of the research analyst who prepared this Report and are 
also not aware that the research analyst knew or had reason to know of any actual, material conflict of interest at the time this Report is distributed or made available.. 

 


