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1. BASIC INFORMATION
Pfizer, Inc. (NYSE: PFE) is one of the oldest American multinational
pharmaceutical corporations that aims to develop and produce medicines
and vaccines for immunology, oncology, cardiology, endocrinology, and
neurology.
Currently ranked 64th on the 2020 Fortune 500 list of the largest U.S.
corporations, they work across developed and emerging markets to
Tânia Caria
Research Department

advance prevention, treatment, and cures for diseases that continuously
challenge our daily lives.

This industry has seen a skyrocketing growth during the past two decades accounting
for a total revenue of $1.25T in 2019 and is expected to continue in this path for the
upcoming years, mainly due to the aged demographic population, and upbringing of new
diseases and medical conditions.

2. INVESTMENT SUMMARY
Pfizer possesses a market capitalization as of March 16, 2021, of $199.252B and
registered its IPO back on June 22, 1942, nearly a century after its founding, which
opened the door for two years later beginning the mass production of penicillin, primarily
for World War II purposes.
Nowadays, with a bevy of competition, especially with COVID-19’s winning solution ingame, the firm could see its potential market shrink fast as other alternatives emerge.
Nevertheless, and despite the risks, the brand has a broad portfolio of well-established
products and so, according to Bloomberg, during this year the company is expected to
see a rise of approximately $20 billion in revenues followed by a slight drop of $10 billion
in 2022, reaching a value of $52 9223M.
Pfizer’s stock has shown a stable performance with a 52-week range of 26.45 – 43.08.
Additionally, with a PE ratio (TTM) of 20.93, a EPS (TTM) of 1.71, and with a current
close of $35.41, as of March 15th, our analysts’ recommendation is to HOLD, which is
justified by the upside potential of 44.75% shown by calculated target price of $50.6 –
for more information read the Valuation chapter of the Equity Report.
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3. BUSINESS DESCRIPTION
Pfizer was founded in 1849 in New York by Charles Pfizer and Charles
Erhart and in the late 1860’s the company’s revenues doubled due to the
expansion propelled by the Civil War. Amongst a lot of famous
accomplishments, Pfizer was the first mass producer of penicillin and,
alongside BioNTech, they also made the first COVID-19 vaccine authorized
in the EU, U.K and U.S. Its brands include Viagra, a treatment for erectile
dysfunction, Zoloft, an antidepressant and Lipitor, a cholesterol-lowering

Bernardo Soares
Research Department

pharmaceutical that is one of the highest-selling pharmaceuticals ever.

Until late 2020, Pfizer operated through three business segments:
•

Pfizer Biopharmaceuticals Group (Biopharma), which makes up for roughly
three-quarters of the company’s revenue. Biopharma includes six business units
– oncology, inflammation and immunology, rare diseases, hospitals, vaccines
and internal medicine.

•

Upjohn, making up for about 20% of Pfizer’s revenue. Upjohn operated in many
different therapeutical areas, such as cardiovascular, pain, psychiatry, and
urology. According to Pfizer, Upjohn was launched to embody their two strongest
points: entrepreneur mindset and sense of purpose.

•

Consumer healthcare, which was responsible for the manufacture and selling of
non-prescribed pharmaceuticals.

Following the formation of the Consumer Healthcare Joint Venture with GlaxoSmithKline
(GSK), in 2019, and the completion of Upjohn’s merge with Mylan to create Viatris, in
2020, Pfizer now operates solely through Biopharma.

Pfizer's products are marketed in more than 150 countries, being mostly sold in the USA
(roughly 52% of 2020’s revenue), followed by Emerging Markets and Europe. Regarding
the market share, since Pfizer operates in an extremely fragmented industry, each
player’s market share is relatively low, with Pfizer being one of the top players, as shown
in figure 4.
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With the change in management (Consumer Health Care JV formation and UpjohnMylan merge), mentioned before, Pfizer began remodelling itself into a much more
focused, global leader in science-based cutting-edge pharmaceuticals. Furthermore, it
also started taking measures to appropriately support the goal of the three main activities
of their innovative pharmaceuticals business: R&D, Manufacturing and Commercial. As
to R&D, Pfizer’s essential preferences are to deliver a range of highly differentiated
pharmaceuticals and vaccines, bettering its efficiency and speeding up the delivery of
innovation to patients.
As of early 2021, Pfizer’s main concerns are to stock up on non-COVID-19 inventory so
it can later focus mainly on manufacturing up to 1.3 billion COVID-19 vaccines, a request
that, according to a Pfizer spokesperson, would call for serious demands in its
manufacturing network. Additionally, Pfizer also announced the “Pfizer Breakthrough
Growth Initiative”, in June 2020. According to Pfizer, this initiative was created to secure
the continuity of the most up-and-coming clinical development programs by investing up
to $500 million in biotech companies and granting them access to Pfizer’s powerful knowhow and assets in research, clinical development and manufacturing. “Pfizer
Breakthrough Growth Initiative” will be concentrated on investing in clinical-stage public
companies, with a dominant focus on companies with small to medium market cap.
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Figure 1 - Total revenues, in millions of US dollars, between 2010 and 2020.
(SOURCE: Macrotrends)
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Revenues by segment, from 2017 to 2020
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Figure 2 – Total revenues by segment, in millions of US dollars, between 2017 and 2020. (SOURCE: Statista)
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Figure 3 - Revenues by geographic area, in 2020, in millions of US dollars. (SOURCE: Pfizer's 2020 annual report)

2.90%
3.60%

2.90%
2.70%

4%
3%

3.20%
2.90%

2019
3.70%
5%

3.80%
3.70%

2026
3.80%
4.70%

3.90%
5.30%

4%
4.60%

6.00%
5.00%
4.00%
3.00%
2.00%
1.00%
0.00%

4.40%
5.50%

T O P 1 0 P H AR M AC E U T I C AL C O M P AN I E S

Figure 4 - Top 10 worldwide pharmaceutical companies based on prescription drug market share in 2019 and 2026,
in percentage. (SOURCE: Statista)
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4. MANAGEMENT & GOVERNANCE
4.1. Management & Governance
Management Team
Albert Bourla

Chairman & CEO

Frank A. D’Amelio

Chief Financial Officer & EVP- Business
Operations

Tomás de Castro
Research Department

Aida Habtezion

Chief Medical officer

Lidia L. Fonseca

Executive VP, Chief Digital & Technology
Officer

Monika A. Vnuk

Vice President- Worldwide Business
Development

Margaret McLoughlin

Executive Director- Worldwide Business
Development

Hakan Sakul

Vice President & Head- Diagnostics

Deborah Baron

Senior VP- Worldwide Business Development

Sally Susman

Chief Corporate Affairs Officer & executive VP

Mikael Dolsten

Chief Scientific Officer

Douglas Ernest

Senior VP- Worldwide Business Development

Giordano
Rady A. Johnson

Chief Compliance & Risk Officer, Executive
VP

Alexander Roderick

Chief Development Officer & Executive VP

MacKenzie
John D. Young

Chief Business Officer

Angela Hwang

Group President- Biopharmaceuticals

Andy Schmeltz

President-US Oncology Business unit

Tamas Koncz

Senior Medical Director
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Denise Bruns

Late- Phase Development Group Leader

John DeYoung

Vice President- Worldwide Business
Development

Jennifer B. Damico

Senior VP- Controller & Accounting Officer

Gordon Loh

Senior Vice President- Corporate Audit

Dawn Rogers

Chief Human Resources Officer & EVP

Margaret M. Madden

Secretary, Chief Governance Counsel &
Senior VP

Douglas M. Lanker

Executive Vice President & General Counsel

Scott Gottieb

Independent Director

Suzanne Nora Johnson

Independent Director

James Quincey

Independent Director

Susan J. Hockfield

Independent Director

Helen H. Hobbs

Independent Director

Shantanu Narayen

Lead Independent Director

James C. Smith

Independent Director

Joseph J. Echevarria

Independent Director

Ronald E. Blaylock

Independent Director

Gan R. Littman

Independent Director

Board of Directors
Albert Bourla

Ronald E. Blaylock

Susan Desmond-Hellman

Joseph J. Echevarria

Scott Gottlieb

Helen H. Hobbs

Susan J. Hockfield

Dan R. Littman

Shantanu Narayen

Suzanne Nora Johnson

James Quincey

James C. Smith
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4.2. Institutional Ownership
Name

% of Shares Held

Vanguard Group, Inc.

8.06%

Blackrock Inc.

7.14%

State Street Corporation

5.03%

Capital World Investors

4.80%

Wellington Management Company, LLP

4.43%

Geode Capital Management, LLC

1.63%

Bank of America Corporation

1.23%

Northern Trust Corporation

1.20%

Bank OF New York Mellon Corporation

1.17%

Norges Bank Investment Management

1.08%

Pfizer has 3,161 holders and institutional shareholders, combining in a total of 5.58 billion
outstanding shares. The institutional ownership structure is mainly divided into mutual
funds and institutions, with The Vanguard Group, Inc. being the largest holder.
The insiders are responsible for holding 0.05% of the outstanding shares, which is
aligned with the industry average and, currently, institutions are responsible for 69.90%
of the ownership. Although insiders are responsible for only 0.05% of the shares, the
main members of the board of directors have been adding shares in the last few months
and, specifically in the last 6 months, most of the insider transactions were purchases,
resulting in 1,194,680 net shares acquired, which shows confidence on the part of
insiders with full knowledge of the current and future situation of the company.
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5. RISK FACTORS
The history of the vaccine
It is well known that Pfizer is producing a vaccine to combat the COVID-19
disease, but few people know that despite the benefits that the company
will receive from the vaccine’s sales, that revenue may not have a major
impact on the company's short-term stock price. For instance, if Pfizer loses
some patent or regulatory exclusivity to a competitor, it may lose most of
Samuel Capucho

the revenue it could gain from selling the vaccine. Also, as gradually more

Research Department

companies are involved in the production and distribution processes of the
vaccine, Pfizer may see its revenues and profit margins diminish, thus the
vaccine becoming less relevant.

In this context, the effectiveness of their vaccine for new variants and other obstacles
regarding the logistics, transportation and storage of their vaccine are also huge
challenges and key points for the company's success in this campaign. Even if the
company is not experiencing logistical problems with the production and delivery of
vaccines, if it is not effective, it will be overtaken.

High dependency on their products
The reality is that Pfizer, despite trying to develop its products as much as possible over
recent years, is a company that depends on its main pharmaceutical products and is
always subject to competition from other generic drug manufacturers. In this sense, if
any of these products - with a relevant weight in the company's revenues - lose patent
protection, are subject to regulatory problems due to any specified side effect on
consumers, if there is a change in sales growth rates of the products for some reason
(e.g.: reduction of consumers’ confidence) or even if a more effective treatment is found
and developed, the impact on their product's revenues may prove to be significant. For
example, the global spread of COVID-19 has forced many people to stop going to
pharmacies and medical appointments in non-emergency cases, which caused a drop
in sales for pharmaceutical companies like Pfizer.
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Large investment in Research and Development
Without a large investment in Research and Development - which leads to a lack of
innovation and competitiveness - Pfizer can be left behind and be surpassed by a
competitor. In fact, the discovery and development of new, safe and effective products
are necessary for the continuous activity that is inherent to the company, because
Pfizer's growth potential depends largely on the ability to identify and develop new
products and treatments that respond to consumers' medical needs. In this sense,
balancing the company's current growth with long-term investment and delivering returns
to shareholders, remains a challenge for the company.

Unstable behaviour in the investors’ eyes
Many investors, when looking at the behaviour of Pfizer’s stock price, cannot understand
it. Therefore, it can be a sign that affects investor confidence when investing in Pfizer.
That is, Pfizer’s share price is not linked to the good or bad news the company presents,
which means, sometimes, that it may go up with supposedly negative news, and, other
times, it may go down with supposedly positive news. This unstable behaviour of Pfizer's
stock for investors that are looking to invest in the medium/long term, leads many to
move away from it and opt for a competitor.
This behaviour can also be explained as if shareholders don’t believe in the current
governance, because that's exactly what’s happening at Pfizer. One of the most used
arguments by the shareholders is that the company should be taking more advantage of
this current pandemic situation to expand its business - since it is a global healthcare
crisis - and, in the shareholder’s eyes, the company is not doing that. This situation can
lead the company to find it more difficult to finance itself, as this uncertainty might also
scare future creditors, and, consequently, affect their operations and R&D processes,
which are both crucial for the company’s success.
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6. INDUSTRY OVERVIEW & COMPETITIVE
POSITIONING
6.1. Industry Overview
As mentioned before, recently, Pfizer was one of the frontrunners, along
with their partners, the European BioNTech and the Chinese Fosun
Pharma, in developing a vaccine for the ongoing pandemic.
At the moment, Pfizer has the highest prospect of COVID-19 vaccine
João Matos
Research Department

production per year, at around 2 billion doses. Besides that, Pfizer keeps
being one of the biggest providers of other medicines, which means that,
even when the economy crashes, these products keep selling,
guaranteeing Pfizer some profit and even possible growth.

Pedro Serrano

All things considered, we can say with confidence that Pfizer will grow in

Research Department

the future, possibly outpacing its competitors, if it manages to stay
innovative and disruptive.
Let’s take a deeper analysis using the PESTEL model:

Pedro Serrano
Research Department

Political
Political factors are extremely important in a company's performance

because they reflect the stability or instability of the political environment. On one side,
if the governments have stable positions and if they give incentives to companies, the
prospects for improvement are higher. On the other side, if companies are inserted in
unstable situations, because of political conflicts, it is more difficult for firms to succeed.
Furthermore, having situations of corruption will also negatively affect a company,
tarnishing its credibility outside the company and driving away potential investors
Economic
According to Statista, the pharmaceutical industry revenue has been growing for the last
20 years, having grown more than 220%, from 2001 to 2019. This huge growth in the
industry gives good prospects for the future of Pfizer, which is a leading Pharmaceutical
company.
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As R&D gets more and more funding as time goes by, and workers get more educated,
the Pharma industry should be able to find drugs for more health problems, thus bringing
in more revenue streams
Overall, there is a rising trend in healthcare spending. The average individual is
increasingly spending more on healthcare, which includes medication, every year. This
is related to many social factors, some of which are explained below.
Social
Like previously said, workers are getting more educated, including both Pfizer’s workers
and Pfizer’s product consumers. This ultimately helps improve the company culture and
the work performed, while the consumers being more educated means being more
health conscious.
Other social subjects that we need to have in mind are the ageing of the population and
the growing obesity rates. Both subjects will increase the need for pharmaceutical
products in the long term since both obese and old people have a higher chance of
developing health problems, allowing the industry to capitalize on them
Currently, Pfizer is not much involved in the diabetes market, which is mainly caused
(Type 2 diabetes) by an inactive, unhealthy lifestyle coupled with being overweight.
Nonetheless, in the future, Pfizer could go after this market, as they tried some years
ago, in a deal with Biocon, that failed. However, the US insulin market is heavily blocked
by patents on every new advancement, so this will be a hard challenge.
Technology
Pfizer, as a pharmaceutical company, is supported by healthcare development, which is
now faster than ever, and it needs companies to search and produce new drugs to treat
patients.
The world is evolving technologically very fast, which in turn provides better machines to
Pfizer. This helps Pfizer create new products faster, more securely, and with more
quality. It also decreases testing and producing time.
Environmental
Environmentally, Pfizer faces the problem of waste management, since the Healthcare
and Pharmaceutical industry has a lot of non-reusable products.
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The biggest problem this industry is facing is the discharge of antibiotics into the
environment, which poses the risk of promoting a natural development of antibioticresistant pathogens, which become harder to treat, and the pollution of water and food
sources with waste pharma products.
Legal
Legally speaking, Pfizer is heavily affected by Legal Factors that impact Pharmaceutical
companies, including wage legislation, intellectual property protection, antitrust laws and
the need for lots of testing of products before being able to manufacture.
However, specifically to Pfizer and other Pharma companies, there are relevant issues
to take into consideration. This includes the safety regulations working with these
products, product labelling, and testing, pricing regulations which can make some
productions not worth being produced and the bureaucracy involved with the industry,
being one of the most regulated industries.
Furthermore, some of Pfizer's legal adversities are patents and copyright suits, Data
Protection while testing their products, and Consumer protection.
Conclusion
Analysing Pfizer’s situation, we can presume that its financial situation is only going to
improve, with some probable bumps along the way due to the financial crisis that should
hit at any minute.
Everything is in Pfizer’s “hands”, it all depends on its ability to deliver on the vaccine
promises and to keep the rest of production working as usual.
Using Porter’s “Five Forces” model we can have a better insight into how lots of
companies are getting lured to this industry:
Power of Buyers: The healthcare industry is increasing due to the development and
production of new products and patents. Although, the players are limited, and they have
a big influence on the price decision. Therefore, the buyer’s power is low since most of
the clients are small, independent customers with no influence on the price.
Power of Suppliers: The companies in this sector are used to having different suppliers
to negotiate prices and not to be dependent on any supplier. However, some suppliers
more specialized in niche products or patents can use this fact to increase their
bargaining power, thus increasing their prices.
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Threats of New Entrants: The healthcare industry is known to require high initial
investments, not only for R&D but also for mass production. Furthermore, it is not easy
to enter and compete in a market full of big companies with solidified positions and
economies of scale. Additionally, the elevated need for know-how is also a big factor.
Threats of Substitute Products: In this industry, substitute products are usually
provided by different competitors in the market. So, the threats of substitute products are
relatively high. However, there are regulatory and antitrust laws to prevent extreme
cases.
Rivalry Among Existing Firms: The number of competitors in the healthcare industry
is high, each one of them focusing its products on specific health problems. Therefore,
there are several companies in this sector with high stable positions, being difficult for
one to become the market leader. The ones with the highest investments and the most
disruptive and innovative R&D should prevail amongst the others.
To sum up, there are different companies in the Healthcare Sector, each providing
products specialized in different diseases, therefore, buyers don’t have any power to
negotiate prices. Regarding suppliers, there are many in this sector, so they also don’t
have a substantial power to influence prices.
Moreover, as this is a highly capital-intensive market and the majority of players have
already solidified positions, it is difficult for new entrants to prosper. Furthermore, the
substitute products are often commercialized by Pfizer’s competitors so the rivalry
between the different companies in the industry is relatively high.
Consumers – Market
As said earlier, the demand for medicines keeps increasing, with or without a pandemic.
In reality, a pandemic only increases the demand for medicines and healthcare
treatments. Besides, the number of old people is growing at a faster rate than in the past,
with the population aged over 60 expected to grow 10% between 2015 and 2025,
according to WHO.
All of this points to an increase in demand in the upcoming years, which will, in turn,
possibly increase revenues and profits.
However, not everything is working accordingly in the pharmaceutical sector. Even
though the pandemic brought a new revenue stream, through the vaccine, it also sent
millions of people home, far from their jobs. This caused the industry to lack workers to
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be able to answer to the desired supply. Moreover, by not working, the population’s
purchasing power decreases, lacking the money to pay for hospital bills and, in extreme
cases, to pay for their medicines.
Goods and services – substitutes
As Pfizer operates in the healthcare sector, there are different substitutes for Pfizer's
products.
It is estimated that between 2021 and 2025, 11 of Pfizer’s patents will expire, providing
an opportunity for Pfizer's competitors to develop and create new products that can
substitute their products. In the USA, a drug patent lasts for twenty years, and after that
period other manufacturers can introduce lower-priced generic versions.
Apart from the competition related to the expired patents, when global events like the
COVID-19 pandemic happen, there is an increased threat for the pharmaceutical
industry due to the competitiveness related to the race in developing the most efficient
products, as more companies start to be involved in the process, meaning that several
companies may enter the market with better quality products at lower prices.
However, even with these threats, Pfizer has the resources and the dimension to face
them, mainly because it has a solid position, which is supported by its long presence in
the market and its brand awareness. Furthermore, the market where Pfizer is inserted
recently showed an increase in the demand and revenues, in part due to the pandemic
situation, providing several opportunities for the company to diversify its product base
and improve its quality, meaning that it can compete with other competitors and further
solidify its position.

6.2. Competitive Positioning
Competitors
One of Pfizer´s biggest competitors is Merck & Co., a company founded in the 19th
century and focused on diabetes and oncology areas. This company has several famous
and highly sought-after products, especially drugs like Keytruda – a cancer drug
approved, and Gardasil – the vaccine for the prevention of cancers caused by Human
papillomavirus.
Another competitor is Johnson & Johnson (JNJ), one of the biggest companies in the
Healthcare Sector, in terms of revenues and brand awareness. Although the majority of
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JNJ´s revenue comes from household consumer goods, this company is relevant
because it produces self-treatment and at-home medication and high-prices speciality
drugs.
Apart from these companies, there are other relevant players in the Pharmaceutical
Industry like Novartis AG, Bristol-Myers Squibb, and Eli Lilly and Company.
In this sector, the threats of new entrants are small, since the majority of the companies
that perform have a significant size, and Pfizer's market share is relatively flat. The
biggest threat is the expansion of the other players to new business segments, and
consequently the increase of their revenues.
In the Q4 of 2020, Pfizer’s revenues increased 11.82% over the same quarter of 2019,
only considering its Biopharmaceuticals segment. Accordingly, to Macrotrends, when
compared to Merck and Johnson & Johnson with increases of 5.45% and 8.33%,
respectively, Pfizer had a higher impact on sales.
In terms of profit margin, in 2020, Pfizer had a margin of 22,95%, while Merck had
14,72% and JNJ 17,82%. This shows that Pfizer is more profitable than its competitors.
Suppliers
In terms of suppliers, Pfizer has a supplier diversity program to allow different companies
to compete for Pfizer's business. Through this diversification, the company is not
dependent on any supplier and can easily negotiate prices. Furthermore, it is constantly
searching for innovative suppliers that can offer goods or services that may benefit its
business and its consumers. The diversity of suppliers is also a way to diversify supply
chains and minimize costs.

7. FINANCIAL ANALYSIS
7.1. Revenues
Before we proceed with this analysis, it is important to note that Pfizer
completed a spin-off in 2020, combining Upjohn, a Pfizer’s business, and
Mylan into an independently traded company Viatris, which has led to a new
revenue’s guidance. Therefore, the data delivered by Yahoo Finance and
Beatriz Garrett Lourenço

Bloomberg reported revenues 20% above the data provided by Pfizer's 2020

Research Department
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Report that is justified by this new revenue's guidance: this difference is
registered as Income from Discontinued Operations instead of Revenues.
As shown in the following graph, the company’s total revenue, between 2016
and 2019, suffered slight positive and negative fluctuations, recording a 19%
decrease in 2020 when compared to the previous year. This significant fall
to $ 42 billion can be explained by the new revenue’s guidance and by the
Daniel Certo

effects triggered by COVID-19: a lower demand offered by the market, and

Research Department

the higher efforts spent to provide an efficient research regarding the
vaccine, which led to a decrease in the production of other sources of
revenue.

Despite the amount of $154 million of revenues reached by the company due to the
vaccine’s sales in the final quarter of 2020, it is possible to note that there was a drop of
7.91% YoY. However, with Pfizer’s new vaccine it is expected to see a rise of roughly
$20 billion in revenues for the current year followed by a slender drop of $10 billion in
the next year.

Figure 5 – Total Revenues, in millions of US dollars, between 2016 and 2022.
(SOURCE: Bloomberg and Market Insights)

7.2. Net Income
Net income reflects the amount of revenues net of the company’s costs. Through figure
6 we can verify that, as we saw in the revenues’ figure, the net income also had some
fluctuations in its value, showing an upward-downward trend since 2016, and achieved
a yearly average of $13 billion during the observed period. In 2017, the company reached
the maximum peak recorded of $21.3 billion, showing a remarkable difference of 63%
above the average of the 2016 – 2020 period, which was mainly due to an exclusive tax
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benefit that the firm reached that year. Furthermore, it should be noted that the net
income in the fourth quarter of 2020, registered a YoY decline rate of 276 %.
According to Market Insights, for the following two years, the forecasted net income is
expected to rise, reporting an increase of 94 % in 2021 and a slight decrease in 2022.
Thus, in the current year, it will reach the level of $18.7 billion as a result of an increase
in revenues, mainly due to vaccine sales.

Figure 6 – Total net income, in millions of US dollars, between 2016 and 2022.
(SOURCE: Bloomberg and Macro Insights)

7.3. Profitability
The analysis of a company's profitability is an efficiency measure that relates to the ability
in generating profits by evaluating the extent to which generated revenues have not been
cancelled or consumed by subsequent costs, ensuring results. This is the percentage of
revenues that may turn into net income, being computed through Net Income divided by
Total Revenues from the same period.
As analysed above, during the last 5 years, the evolution of this indicator follows, as
expected, an up and down trend from year to year, having an average of 26%. This
indicates that Pfizer has been adding value to its products or services, presenting high
profitability in its operations. For instance, this means that if the profitability or net profit
margin value is 26%, then, each dollar of revenues generates 26 cents of profits. In 2020,
it reached 22.9% of profitability which leads us to conclude that Pfizer had a margin
business, i.e., the company reported a level of profitability higher than 10%, which
indicates that the company is expecting a heavy and slow turnover.
Nevertheless, it is expected steady growth in the subsequent years for this indicator,
reporting a raise to 30.7% in the current year and a lower increase to 32.6% for 2022.
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Figure 7 – Firm’s profitability, between 2016 and 2022, in percentages. (SOURCE: Bloomberg and Market Insights)

7.4. Earnings per Share (EPS)
The analysis of the earnings per share of a company is used as a basic benchmark of a
company's profitability and reveals to the investors whether the company is a reliable bet
or not. Basically, it highlights the portion of a company’s net earnings that is allocated to
an individual share and can be computed through the ratio between the net earnings
available to common shareholders and the number of outstanding common shares.
Through figure 8 we can verify that the firm’s earnings per share performed near the $2
level with a little volatility during the last 5 years, achieving the level of $1.73 earnings
per share in 2020. It is relevant to point out that the firm’s earnings per share never
reached a growth through two successive years, revealing an increase-decrease pattern
since 2016. During this period, the firm registered an average of $2.26, reaching its
maximum level of $3.57 in 2017 and its minimum level of $1.18 in 2016.
According to Market Insights, for the subsequent years, it is expected to grow 84.97%
in 2021 reaching $3.20 earnings per share and a little decrease to $2.98 for 2022. This
small difference between 2021 and 2022 may suggest some stability for this ratio
regarding the future of Pfizer.
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Figure 8 -Firm’s earnings per share (EPS), in US dollars, between 2016 and 2020. (SOURCE: Bloomberg and Market
Insights)

7.5. Dividends per share
Dividends refer to the amount that a company distributes to its shareholders, taking into
account the proportion of shares they hold. This amount is usually based on the profits
generated by the company in each period, being cash the most common form of
payment.
Pfizer has a quarterly dividend distribution policy, having consistently paid dividends
since 1980 without failing a single quarter, and the company has been increasing its
annual dividends by $0.08 every year since 2009. During the 2016-2020 period, the
value of the annual dividends per share slightly increased from $1.2 to $1.52,
representing a 26% growth. In the first quarter of the current year, it is expected to be
$0.39, showing a rise of 3% compared to the previous quarter.
It is important to note that due to the spin-off - in which Viatris Inc. was formed -, the
dividends will be adjusted in the same way for both companies, starting from the end of
the second quarter of 2021, meaning that Pfizer’s dividend should decrease and Viatris
should begin to pay their dividends - around 0.1241 shares of Viatris were granted for
each Pfizer share as a result of the spin-off.
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Figure 9 – Firm’s dividends per share (DPS), in US dollars, between 2016 and 2022. (SOURCE: Pfizer's reports)

7.6. Liquidity
Although a company can survive without meeting its long-term liabilities for a reasonable
time, it cannot survive without paying off its current liabilities. Thus, being one of the most
important measures of a company’s performance, liquidity stands for the company’s
ability to manage its current debt obligations without raising external capital.
This analysis was based on the most used liquidity ratios – the current ratio, quick ratio,
and cash ratio. In fact, it is important to highlight that the current ratio will have higher
values since it reveals the relationship between all of the current assets with the current
liabilities of a company, then it will be the quick ratio, and finally, the cash ratio.
In general, with 2019 being the only exception, the company reported a reasonable
performance during the last years since it just showed decent values for the current ratio
and poor values for the other two ratios, which only compare assets with higher levels of
liquidity. Thus, 2019 was not a healthy year in terms of liquidity for the company since
neither the current ratio had demonstrated good performance. On the other hand, if it is
taken into consideration only the quick and the cash ratios, the company was far away
from meeting its obligations during these past five years. As we can see 2020 was a
recovery year since the ratios’ values converged to the older ones observed before 2019.
The main explanation for this recovery was the slight upturn in current assets and the
huge slash reported in current liabilities.
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Figure 10 – Firm’s liquidity ratios between 2016 and 2020. (SOURCE: Bloomberg)

7.7. Solvability
While the liquidity of a company describes its ability to meet its short-term liabilities,
solvency defines the company’s competence to handle all its financial obligations in the
long run. Therefore, this metric provides a strong assessment of the company’s current
condition and its capital structure and, consequently, an unfavourable ratio indicates that
there exists some probability that the company will default on its debt obligations.
In order to perform this analysis, we used the debt-to-assets ratio to assess the
company’s exposure to financial distress and the interest coverage ratio to evaluate the
firm’s ability to cover its interest expense.
On one hand, if we look at figure 11, we can conclude that the company showed a sharp
reduction in 2017 followed by two consecutive increases and then the last drop in 2020
to 59%. Overall, the firm’s long-term debt to total assets decreased by 6% between 2016
and 2020. Therefore, it is possible to conclude that the company managed to lower its
leverage, and consequently, lowered its financial risk.
In addition, if we consider figure 12, we can easily affirm that the company is able to
meet its interest expenses. Despite the downgrade reported in the last year, the firm’s
operating income is almost six times higher than its interest expenses.
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Figure 11 -Firm’s long-term debt-to-assets ratio between 2016 and 2020. (SOURCE: Bloomberg)

Figure 12 – Firm’s interest coverage ratio between 2016 and 2020. (SOURCE: Bloomberg)

8. BALANCE SHEET ANALYSIS
8.1. Assets
During the 2016-2020 period, Pfizer’s total assets decreased from $171.6 billion to $154
billion, showing a maximum peak recorded of roughly $172 billion in 2018. Despite this
decline being characterized by ups and downs over the reviewed period, we can see a
10% downgrade.
Moreover, we can verify that, in 2020, there was a sharp drop of $15 billion when
compared to the previous year, reaching a value of $154 billion due to a 17% YoY
decrease in the total non-current assets, mainly in the goodwill and other intangible
items. However, regarding the current assets, we can verify a significant rise of 7% due
to an increase in Cash and Cash equivalents.
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Furthermore, it is important to emphasize that in 2020 the Return on Assets (ROA) ratio
was 6.2%. This positive correlation means that the higher the assets’ value, the higher
will be the profits proportionally. On the other hand, the turnover in 2020 was 0.3 and it
has been more or less constant during the period under observation, whose value does
not surprise since the type of business is a margin business, as referred before in the
company’s profitability. With the analysis of these indicators, we can conclude that Pfizer
has been having a pleasant performance since it has the ability to generate value from
its resources with little rotation in its assets.

Figure 13 - Total Assets, in millions of US dollars, between 2016 and 2020. (SOURCE: Bloomberg)

8.2. Debt
Looking at figure 14, we can conclude that, in the last 5 years, the firm’s total liabilities
showed a gradual decrease between 2016 and 2018, and a single increase of 9% in
2019 followed by another decrease in 2020. Overall, the firm’s total liabilities performed
a downgrade of 19%, from $112 billion in 2016 to $91 billion in 2020.
On one hand, if we take a look at the evolution of the firm’s total liabilities between 2016
and 2020, we can conclude that the major reason for this 19% decrease was due to the
noncurrent liabilities, with a reduction of almost 90% in the noncurrent deferred tax
liabilities. However, if we compare with last year, we can observe that the cut stated in
current liabilities, in particular the decrease of 83% in short-term borrowings, had a major
impact in conducting the good performance of the firm in terms of total liabilities in 2020.
In addition, it is also important to highlight the good performance registered in the debtto-equity ratio, with a decrease from 1.87, in 2016, to 1.44, in 2020. Therefore, it seems
to be a good indicator of the company’s health since it has less leverage and therefore,
it indicates a lower likelihood of the company defaulting in the foreseeable future.
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Figure 14 - Total Debt, in millions of US dollars, between 2016 and 2020. (SOURCE: Bloomberg)

8.3. Equity
During the last five years, the firm’s total equity reported a growth of 6% achieving $63
billion in 2020. If we look at figure 15, we can interpret 2017 as an outlier year since the
remaining years were approximately at the same level. The main reason for this increase
of almost 20% was the huge boost in the retained earnings of the company in that year
from $72 billion, in 2016, to $85 billion, in 2017. On the other hand, the increase of 14%
registered in Treasury Stocks was the predominant reason for the 11% decrease
registered in 2018. All in all, both these rubrics increased during the observed period,
while the others mostly stayed flat, meaning that they ended up cancelling each other
and thus stabilizing the total equity value.
Moreover, it is important to refer that, in the last years, the proportion of equity in terms
of the firm’s total value fluctuated between 34.87%, in 2016, and 41.71%, in 2017. In
2020, the firm’s equity was 41.07% of its total value.

Figure 15 - Total Equity, in millions of US dollars, between 2016 and 2020. (SOURCE: Bloomberg)
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9. VALUATION
9.1. Overview
Pfizer is currently one of the most talked-about research-based
biopharmaceutical companies in the world due to their vaccine being
used globally in attempts to combat the ongoing COVID-19 pandemic.
The company is listed on the NASDAQ stock exchange with the ticker
Carolina Marques
Research Department

PFE and has a growing market capitalization, currently at $196,782
million and 5,632 million shares outstanding.
Pfizer’s performance over the years has been on a steady rise. The
company is projected to have a YoY revenue growth of 45% alongside an
estimated 144% YoY growth in gross margin by the end of 2021.

9.2. Stock Performance & Multiples Comparison
Pfizer's stock recovered well from the market crash that took place last year
in March due to the COVID-19 pandemic. A good part of its recovery and
Fernando Rangel

uptrend was due to news of the company taking on the challenge of working

Research Department

on a vaccine to combat the virus. This gave many investors hope and
optimism in the company, which helped the stock grow about 60%, going
from $26 in March of 2020 to $43 by December.

However, ever since December, Pfizer’s stock has been on a downtrend due to their
fourth-quarter report which disappointed many investors. The company had earnings per
share of $0.42 which was below analysts' predicted expectations of $0.48.

Figure 16 - Percentage returns of Pfizer and the benchmark S&P 500, as of 01/01/2020 to 10/03/2021. (SOURCE:
TradingView)
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As seen in the valuation multiples table below (figure 17), Pfizer is operating below the
median industry benchmark amongst their peers in their EV/EBITDA, P/E, Price/Book
Value, 1year revenue growth. However, they are performing well above the industry
average in their EPS, PEG ratio and Net Income/Profit growth. Considering that Pfizer is
performing better than their peers in terms of their EPS and PEG ratio, this could indicate
that even though some of their valuation multiples are underperforming when compared
to the benchmarks in the industry, investors are still optimistic about the company and
still see a potential upside. This optimism can be due to the roll-out of the vaccines being
used to combat COVID-19.

Valuation Multiples
Name

Mkt Cap
(USD)

EV /
EBITDA

EV /
EBIT

EPS

P/E

PFIZER INC

196,782

9.14

11.99

3.57

17.58

4.76

2.89

-0.53

195.33

9.48

12.87

0.88

14.50

1.55

6.08

0.79

-38.93

MERCK & CO.
INC.
184,409.41

PEG Price/Book Revenue 1Y Net Income/Profit
Ratio
Value
Growth
Growth

ABBVIE INC

187,872.15

14.58

16.58

3.31

18.95

8.10

91.98

10.06

-10.82

ELI LILLY &
CO

194,090.79

15.67

20.86

-0.19

22.50

-

18.22

7.77

-

BRISTOLMYERS
SQUIBB CO

135,548.75

16.24

18.98

0.61

18.44

0.52

7.09

6.94

-77.41

JOHNSON &
JOHNSON

414,766.25

14.47

18.28

0.48

21.86

2.44

5.99

6.34

-92.14

Minimum

135,548.75

9.14

11.99

-0.19

14.50

0.52

2.89

-0.53

-92.14

Median

187,612.36

14.52

17.43

0.75

18.69

2.44

6.58

6.64

-38.93

Maximum

414,766.25

16.24

20.86

3.57

22.50

8.10

91.98

10.06

195.33

Figure 17 - Valuation multiples of Pfizer and the main peers, computed using historical data from the past 3 years.
Values in millions of US dollars, except for percentages. (SOURCE: Bloomberg)

9.3. DCF Model
The Discounted Cash Flow model is widely used among researchers to value the
business of a firm, which is a forecast of a company’s unlevered free cash flow
discounted back to today’s value (NPV). The basic building blocks of a DCF model are
the 3 financial statements, which link the financials together (CFI, 2020). The rate at
which we discount back the cash flows is the WACC, meaning the Weighted Average
Cost of Capital. This method also implied the calculation of the terminal value using the
perpetuity growth (g) model to achieve the Intrinsic Value of the business in perpetuity.
For the determination of the intrinsic value throughout this method, the CAPM approach
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was applied to calculate the cost of debt (Kd) and the cost of equity (Ke). The steps
presented next show the detailed calculations of:
WACC=Ke*E/(D+E) +Kd*D/(D+E) *(1-t)
Ke=Rf+β*(Rm-Rf)

Kd=Interest Expenses/Book to Value Debt

To obtain the market value of debt it was used, as a proxy, the book value of debt, which
was calculated by summing the long and short-term debt, present in the Balance Sheet,
adding to a total of $39,836 million. The market value of capital is 196,782 million, easily
obtained by multiplying the current price per share by the total number of shares
outstanding. This gives us a weight of 16.76% for debt and 83.24% for equity.
The firm has a cost of debt (Kd) of 3.34%, which was calculated using a 5-year average
effective interest rate. The same process was used to obtain the effective tax rate, which
adds up to 7.51%. The Cost of equity (Ke) represents the compensation equity investors
demand to possess an asset and to carry its underlying risk, for Pfizer it is equal to 8.52%
and calculated using the CAPM formula, displayed above. For the risk-free rate (Rf) we
use the 10-year US T-Bill (1.629%), we assumed a market risk premium of 9.99%,
according to historical data from the US equity market return and computed a 5-year
daily Beta of 0.69. Adding all these variables up, using the WACC formula we previously
demonstrated, we can conclude the average weighted cost of capital for Pfizer stands at
7.61%. As displayed in the table below (figure 18), the firm’s WACC is higher than its
main competitors and particularly closer to Merck and Co, which has also a similar
Market Cap.

Ticker

Company

WACC

Market Cap (Million $)

PFE

Pfizer

7.61%

196,782

JNJ

Johnson & Johnson

5.7%

420,181

MRK

Merck and Co

7.0%

188,762

Figure 18 - Comparison among Pfizer's competitors in terms of Market Capitalization and the Weighted Average
Cost of Capital, as of March 12th of 2021. (SOURCE: FinBox, Yahoo Finance and Team Estimates)
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Free Cash Flow and Terminal Value
Pfizer cemented their position in the Pharma world since its vaccine against COVID-19
was one of the earliest to demonstrate high efficacy rates and to be approved by EMA,
FDA and MHRA. On the other hand, it also faces numerous challenges as the industry
is extremely competitive and the company is continuously investing in research and
development. The outcome of this is dependent on the ability to correctly identify the
most potential products, which most of the time is uncertain.
We predict that Pfizer will have a FCFF (at year 5 after 2020) of $20,028 million and a
terminal value of $306,244.4 million. Additionally, we assumed a perpetuity g of 1 %
which considers the volatility of the company’s stock, the strong competitiveness of the
industry and the instability shown in the main metrics observed in the financial analysis
part. Thus, the present value of the company’s business divided by the total amount of
outstanding shares gives us a price target of $50.65 and an upside potential of 44.95%.
Mean Analyst Recommendations
According to individual target price valuations, the sum of the most relevant analysts
gives a mean investment decision to hold with an average Price Target of $41.11. Based
on our analysis, our recommendation is to hold, which is justified by the upside potential
of 44.85% shown by our target price of $50.65. Even though the value calculated is
above the mean, it’s still in line with the upper and lower bound of the estimates.
Nevertheless, the price is currently on a downwards trend due to Pfizer's fourth-quarter
report which disappointed investors.
Recommendation

January

February

Current

Buy

5

5

5

Overweight

1

2

2

Hold

13

14

13

Underweight

0

0

0

Sell

0

0

0

Figure 19 - Investment decision recommendations from the most relevant Investment Bank’s analysts on buying,
selling, or holding, as of March 12th of 2021. (SOURCE: CNN Business)
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Analyst- 12 Month Price Target
High

$53.00

Median

$40.00

Low

$36.00

Average

$41.11

Current Price

$34.94

Figure 20 - Analyst 12-Month Price Target (SOURCE: CNN Business)

9.4. Sensitivity Analysis
A central part of a valuation process is the sensitivity analysis, which relies on
determining how different values of two independent variables affect a specific variable
that we want to emphasize (under a given set of assumptions).
In this specific case, we observed the fluctuations of the three dependent variables, those
being the Enterprise Value, Target Price and Upside (or Downside) Potential. The base
scenario assumed was 7.61% for WACC and 1% for the perpetuity growth rate
(presented in the middle of the table) and we also added four more cases in total, in
which two are above the base scenario and the other two are below it.
The results of the analysis are very intuitive to understand, since as the terminal growth
rate increases, so does the enterprise value, and vice-versa, and as the WACC
increases, the higher is the cost of capital and the lower the value of the company, and
vice-versa. The same pattern is observed for the Target Price and Upside Potential as
both are indexed to the Enterprise Value.
Therefore, In the best case-scenario, the price target of the company will rise to $61.5,
which results in an upside potential of 76.17% from the current market price. In the worstcase scenario, the price target will still increase to $43.1 representing an upside potential.
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Enterprise Value (Millions of Dollars)
WACC
285242

6.86%

0.50%

301623.97

279179.75

269143.99

259791.64

242876.28

0.75%

311505.37

287491.30

276799.48

266861.14

248947.75

1.00%

322229.89

296456.27

285034.06

274445.90

255431.70

1.25%

333910.26

306154.88

293916.02

282604.40

262371.61

1.50%

346680.21

316681.01

303524.81

291404.30

269817.35

7.36%

7.61%

7.86%

8.36%

Growth rate g

Target Price (USD)
WACC
50.65

6.86%

7.36%

7.61%

7.86%

8.36%

0.50%

53.5554

49.5703

47.7883

46.1278

43.1243

0.75%

55.3099

51.0460

49.1476

47.3830

44.2024

1.00%

57.2141

52.6378

50.61

48.7297

45.3536

1.25%

59.2880

54.3599

52.1868

50.1783

46.5859

1.50%

61.5554

56.2289

53.8929

51.7408

47.9079

Growth rate g

Side Variation
WACC
45.0%
0.50%
0.75%
Growth rate g
1.00%
1.25%
1.50%

6.86%

7.36%

7.61%

7.86%

8.36%

53.28%

41.87%

36.77%

32.02%

23.42%

58.30%

46.10%

40.66%

35.61%

26.51%

63.75%

50.65%

44.85%

39.47%

29.80%

69.69%

55.58%

49.36%

43.61%

33.33%

76.17%

60.93%

54.24%

48.08%

37.11%

Figure 21, 22 and 23 - Sensitivity Analysis on Enterprise Value, Target Price and Upside/Downside potential caused
by the variation of two independent variables which are WACC and g, as of March 12th of 2021 (SOURCE: Team’s
Estimates)
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10. APPENDIXES

Appendix 1 - Balance Sheet Statement, in millions of US dollars, between 2016 and 2020 (SOURCE: Bloomberg)
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Appendix 2 – Cash Flow Statement, in millions of US dollars, between 2016 and 2020 (SOURCE: Bloomberg)
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Appendix 3 – Income Statement, in millions of US dollars, between 2016 and 2022 (SOURCE: Bloomberg)
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11. DISCLAIMER
This report was elaborated by Equity Research Analysts from the Research Division of
ITIC – ISCTE Trading & Investment Club. ISCTE Business School does not take
responsibility for the information expressed in this document. All data was collected by
our analysts from Bloomberg L.P. and Thomson Reuters databases and used to
generate statistics and graphs in excel software. These graphs are property of ITIC and
should not be copied.
Disclaimer: ITIC – ISCTE Trading & Investment Club is a Training & Research
Association of Finance & Investment, headquartered in ISCTE Business School, Lisbon.
DISCLAIMER Copyright 2017 ITIC – ISCTE Trading & Investment Club. All rights
reserved. This report has been prepared and issued by ITIC – ISCTE Trading &
Investment Club for publication globally.
All information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable, however we do not guarantee the
accuracy or completeness of this report. Opinions contained in this report represent
those of the equity research division of ITIC – ISCTE Trading & Investment Club at the
time of publication. The securities described in Equity Research may not be eligible for
sale in all jurisdictions or to certain categories of investors.
No part of this material may be (i) copied, photocopied or duplicated in any form
by any means or (ii) redistributed without the prior written consent of ITIC – ISCTE
Trading & Investment Club.
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