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Business Overview

Discovers, develops, 
and commercializes 
medicines in areas of 
unmet medical need.

Company Overview 

Commercialization and Distribution

Sell and distribute products in the US through the wholesale channel

Three large wholesalers (Each more than 10% of total revenue):

•  Cardinal Health, Inc., 
•  McKesson Corp. and 
•  AmerisourceBergen Corp.

	

63% of total worldwide 
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Third-party	
distributors	

Corporate	partners	

93%	

7%	

Revenue Breakdown

Antiviral Products 
(HIV, HCV, Liver 

diseases)

Other(Oncology, 
Respiratory, 

Cardiovascular)

Target Markets

United States – 73.05%
Europe – 21.86%

Other(JPN, TWN) – 5.09%



Market Perception v. Variant Perception 

Remarks on the cost of 
medication by Hillary Clinton 

caused a selloff of the biotech 
sector in late 2015

While medication may be 
expensive on a per dose basis, 

they are cost effective in the long 
run. 

Prescription counts of Harvoni 
and Sovaldi are declining.

This decline is common, as 
prescriptions spike initially as 

backstocking of a therapy 
commences.

Gilead may lose dominance in 
the HCV space and lose market 

share.

A large portion of the HCV 
market is still unaddressed, and 

the market size can support 
many companies. GILD’s 

promising pipeline allows it to 
maintain future dominance. 



u  Dominates both the HIV and 
Hepatitis C markets in conjunction 

Hepatitis C – Gilead has surpassed 
estimates over the last three quarters. 

u HIV – seeing revenue growth of 
approximately 10%

u  Rights to Galapagos’ pill for 
rheumatoid arthritis and Crohn’s 
disease, filgotinib. 

u  Label expansion in the US and 
growing presence in Europe and 
developing markets
u Harvoni to be used for treating 

HCV genotypes 4, 5, and 6 
infection and in patients co-
infected with HIV

Value Drivers 

Diversified Pipeline 
Constant Innovation 



Atripla
•  13.9% of total revenue

•  HIV positive patients

•  After 6 mo., 92% of 
patients had 
undetectable viral 
load.

•   After 12 months, 98%.

Genvoya
•  For patients > 12 yrs

•  In Q4, FDA approval 
of HIV-1 (most 
prevelant).
–  Improved renal 

and bone 
labratory 
parameters 
(Stribild). 

Striblid
•  4.8% of revenue

•  Revenue increased 
52% in 2015.

•  Older patients, who 
are a growing portion 
of HIV patients, saw 
lower viral counts and 
responded well.
–  Fewer side 

effects than 
Atripla for older 
patients.

HIV Products 



•  For:
–  HIV positive patients 
–  Prevention for HIV negative 

individuals.

•  Expensive ($1300/m), it is covered by 
most insurance plans.

•  Lack of awareness and stigma 
surrounding the drug have prevented 
greater uptake.

HIV Product: Truvada 

Ultra High Prevention Rate

92-99%!
% of Revenue

13.4%!
Revenue Increase in 2015

3.5%!



•  Galapagos: Discovers and develops 
small molecule medicines.

•  Jan. 19, 2016 - completed closing of 
Filgotinib.

•  Developing filgotinib - initiation of 
Phase 3 trials in rheumatoid arthritis.

Joint Collaboration with Galapagos 

Filgotinib has shown best-in-class efficiency and safety in rheumatoid arthritis patients. 



•  JAK1 inhibitor with 900 patient years clinical experience

•  Biologics – genetically engineered proteins derived from genes to inhibit 
components of the immune system

•  Oral therapy (opportunity for once-daily dosing)
–  Rheumatoid arthritis market: 16B

•  Another oral JAK inhibitor - Pfizer’s Xeljanz (2012)
–  Small sales in comparison to injected biologics
–  Xeljanz disappointed the market due to cancer risk, black box warnings

•  Opportunity to “jumpstart” Gilead’s anti-inflammatory franchise

Filgotinib - Entry into Rheumatoid Arthritis Market 

Filgotinib is revolutionary -  it is an oral therapy in a market filled with drugs that require 
injections 



Market concern: Sustainability of  HCV Products 

Rebate on HCV treatments creates sustainable revenue stream until new products get to the 
market (2019) 

Accessibility Sustainability 

•  Stabilizing 46% rebates on HCV 
treatments, potential 10% further 
decrease in 2016

•  2015: most states restricted access 
to drug from low-income patients 
due to high prices, but State 
Medicaid still spent $1.33B on HCV 
in Q3

•  Broader access to low-income, 
healthier patients

•  Increase volume and revenue

•  1.6m patients diagnosed with 6 
year run rate

•  Over 4m needs treatment (>2m 
additional patients)



185 million patients (WHO estimate)

HCV: Global Presence 

World Population Infected with HCV 

Licensed 11 Indian companies to make generic versions of Sovaldi

Europe 

0.112m / 9.3m treated = 1.3% market penetration
Austria/Sweden recently approved company’s drugs

Developing Countries 

Promising Prospect of  Long-Term, Stable Cash Flows 



HCV: Low Competitive Pressures 

Among New Patients 

HCV treatments hold 95% 
market share

Market Dominance 

8 / 10 pharmacy benefit 
managers use Harvoni 

exclusively
Competitive Advantage: Superior Products 

Harvoni Viekira Pak (AbbVie)

-  6 week treatment duration
-  Does not need interferon or 

ribavirin

-  12 week treatment duration
-  Needs interferon or ribavirin

GILD’s competitive advantage in the HCV market is due to its superior products 



Future M&As and Growth 

Strong Balance Sheet Allows for M & A Considerations 

Potential Targets 

Possess commercialized cancer drug and JAK inhibitors 
in pipeline 

Strategic fit for Gilead’s Phase-3 product for treatment of 
liver disease, NASH

Has HCV candidate, Odalasvir - achieved 100% SVR 
rate when administered jointly with Sovaldi. 

2015, $30B 
Unused Cash

$12B share buyback 
($15B in 2014)

Strong FCF to 
pursue M and A

M and A plans: 
1.   Protects GILD from its HIV drugs nearing patent expiration  
2.   Allows for inorganic growth by acquiring HCV competitors  



Market 
Cap 
($B) 

P/E Gross 
Margin 

Operating 
Margin 

ROE EV/
EBITD
A 

Debt/
Equity 

EPS 

AbbVie 85.30 16.67 81% 38% 155.76% 11.63 660.77 3.13 

Biogen 
Inc. 

53.60 15.98 88% 47% 35.6% 10.32 69.61 15.34 

GlaxoSm
ithKline 

94.74 7.79 66% 23% 121.21% 10.78 187.34 5.02 

Merck 136.46 31.31 63% 22% 9.44% 10.12 58.38 1.56 

Average 92.53 17.94 74.5% 32.5% 80.5% 10.71 244 6.26 

Gilead 126.52 7.34 88% 68% 90.32% 6.01 119.45 11.91 

Comparables 



Case Assumptions Price 
Target

Bear: 15%

1. Competitors are able to take more HCV 
2. Upcoming figotinib generate only moderate demand.

$76.24

Base: 55%

1.  Gilead maintains dominance of market share in HCV 
market;

2.  Notable demand for filgotinib’s oral therapy. $115.42

Bull: 30%

1.  Greater market share HCV market through label 
expansion in the US and increasing demand in Europe 
and developing markets; 

2.  Filgotinib alongside other products generate large 
demand.

$138.92

Current Price: $89.44 Price Target: $116.59 30.4% 

Valuation 



Appendix 



•  Clinton’s limited impact in September 2015, drug pricing regulation legislation is 
unlikely
–  Republican-held House until at least 2020, which will prevent significant 

legislative action
In argument against regulation:
–  Medication may be expensive on per- dose basis, cost effective in the long 

run

Limited Regulatory Effect 

“Even if  a Democratic president is assumed, a 2017 Congress almost 
certainly would not approve drug pricing regulation legislation”  

 
-Terry Haines, Evercore ISI’s D.C. policy analyst and 
former Washington lobbyist



Patent Expirations 



HCV Statistics 



•  20-25% of patients that didn’t 
respond to initial treatment 
experienced a 70% reduction in 
disease activity 

•  Dosed for 24 weeks with 100 or 200 
mg of filgotinib, respectively

•  With Humira, only 21% experienced 
a 70% reduction in disease activity

Filgotinib’s Impressive Performance 

Filgotinib - more effective than existing oral JAK inhibitors - and can disrupt injected 
biologics that dominate rheumatoid arthritis market. 

Crohn’s Disease 

Phase 2 Study Results

48% of patients experienced clinical 
remission after 10 weeks

Rheumatoid Arthritis 



•  TAF (Regulatory submission)  
–  10-25mg as potent as 300mg of  previous tenofvir 

version 
–  Optimism for TDF-based regimens (improvements 

in bone and kidney measures) 
•  GS-9620 and GS-4774: functional cure(s) 

for HIV and hep B (Phase III) 
–  Revolutionary mechanism of  action would involve 

increasing the immune response against the virus 
while minimizing systemic side effects 

•  Other companies’ pipelines: 
–  ViiV Healthcare: S/GSK1265744, for the 

treatment and prevention of  HIV infection (only 
product in pipeline) 

–  AbbVie: no product in the pipeline 
–  Boehringer Ingelheim gmbh: no product 
–  Merck: HIV doravirine, MK-1439 (Phase II) 

Pipeline: HIV 



HCV: going beyond Harvoni and Sovaldi 
•  SOF/VEL (Phase III): Treats any genotype (first pangenomic drug); Important in emerging economies (eliminating the 

time and cost problems attendant to genotyping) 
•  sustained virologic response improved from 50-78% to 80-99% 

HBV 
•  GS-9620 and GS-4774 (Phase III) 

NASH (could affect anywhere from 2% to 5% of  the U.S. population, and if  left untreated it can lead to scarring of  the liver 
known as fibrosis, which can lead to liver complications, liver cancer, or even death) 

•  Simzutab (Phase II) failed for pancreatic cancer but demonstrated reductions in AST and ALT levels with no serious 
adverse events reported or discontinuations 

•  GS-4997: novel ASK-1 inhibitor (Phase II), also used with simzutab 

Pipeline: Liver Disease 



•  Zydelig (idealisib) (Phase III) (could excess $1b 
annually) 
–  July 2014 it was approved to treat three types of  

blood cancers 
–  This product will compete with ABBV’s Imbruvica 
–  Median progression-free survival for the trio was 

23.1 months compared to just 11.1 months for the 
Treanda/Rituxan combination. Although approved 
in relapsed CLL already, Zydelig was only 
previously approved in combination with Rituxan 

–  In addition, Imbruvica does not work on everyone, 
and over time, it may be expected that resistance to 
it will develop in some patients who may then 
respond to Zydelig 
•  Pave the way to GS-9901 

•  GS-4059 (Phase I) 
–  “Surrounding” strategy 

Pipeline: Hematology/Oncology 



HCV Statistics 



How to sustain revenue?
•  Zydelig (idealisib) (Phase III) (could excess $1b annually) 

–  July 2014 it was approved to treat three types of  blood cancers 
–  This product will compete with ABBV’s Imbruvica 
–  Median progression-free survival for the trio was 23.1 months compared to just 11.1 months for the 

Treanda/Rituxan combination. Although approved in relapsed CLL already, Zydelig was only 
previously approved in combination with Rituxan 

–  In addition, Imbruvica does not work on everyone, and over time, it may be expected that resistance 
to it will develop in some patients who may then respond to Zydelig 
•  Pave the way to GS-9901 

•  GS-4059 (Phase I) 
–  “Surrounding” strategy 



I/S – Assumptions (Bull) 



I/S – Assumptions (Base) 



I/S – Assumptions (Bear) 



DCF (Bull) 



DCF (Base) 



DCF (Bear) 


