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NYSE: CRL

Recommendation: BUY

Target Price: $335.39 (71% upside) 

November 22, 2024



Company Overview

What is CRL’s business?

IQVIA, ICON, Covance, Parexel

CRL’s Business Segments

CRL is #1 preclinical CRO - 80% of  all FDA approved drugs over past 5 years

• The global CRO market size which is essentially outsourced BioPharma sales 

opportunity is  ~$92B.

• Out of  which, CRL is a market leader in pre-clinical development presenting a 

$20B total addressable market

• The $20B TAM as per TD Cowen is expected to keep growing at an 11% 

CAGR through 2032.

Research Model and Services (RMS)

Discovery & Safety Assessments (DSA)

Manufacturing Activities (CDMO)

65% of  CDMO revenue from gene-

modified cell therapy

FY 2023 

Revenue

$4.1B



Current Market Stats

$M (except per share data)

Share Price $195.77

Market Cap 10,010 

Enterprise Value 12,609 

Revenue (LTM) 4,061

Operating Margin % 20%

EV / EBITDA 10.8x

P / E 19.0x

Price Target $335.39

Upside 71%

Investment Thesis

The recent market pullback offers an attractive entry point into a market-leading, high-

quality business.

• Normalization of  BioTech/Biopharma funding with 

continued outsourcing

• New Cell & Gene Therapy in CDMO business and 

biologics to drive growth 

Underappreciated 

Long-term growth

Margin Expansion 

not factored in 

current price

Valuation

We recommend BUY for a target price of $335 - 70% upside with limited downside risk

• Restructuring cost base should benefit margins LT

• CDMO and RMS segment margin should continue to 

increase and recover to nromalized pre-COVID-19 levels

• Earnings downgrades have stabilized and CRL’s headwinds 

are priced in

• Anticipate ~70% upside over the next 12 months

Investment Thesis



Market has over corrected for lack of visibility in biopharma funding – presents a good entry point

to buy a #1 pre-clinical CRO player as bio-pharma funding recovers

Thesis 1: Underappreciated Long-term Growth (1/4)

CRL is a high moat business with key preclinical differentiation

Top 25 

customers 

~30% of   

sales

Highly diversified customer base. 

Largest customer makes ~LSD% of  

sales

80%
 of  FDA 

drug 

touched 

by CRL

CRL is a leading pre-clinical CRO 

with #1 position in research models 

(~40% global share) , #1 position in 

outsourced DSA (~30% share). CRL 

touched ~80% of  all FDA 

approved drugs over past 5 years 

showcasing its critical base of  

services provided

CRL : market leader with a diversified base

CRL is the largest preclinical player in the space and the only 

business that can act as a “One-Stop-Shop” for all preclinical 

needs

Strong financial metrics speak to underlying business quality

• Strong FCF generation is a key strength of  CRL Avg FCF margin of  ~12.4% over the past 5 years

• CRL has been able to use this FCF to add to its growth through disciplied strategic M&A 

• CRL also uses cash to buyback shares opportunistically

• Leverage target of  ~2.5x Net Debt/ EBITDA maintained

Source: Company reports



• FY25 and FY 26 consensus for sales is 1% vs 10yr CAGR of  

12%

• We believe CRL can deliver stronger growth in a macro 

environment that is normalizing supported by recovery in 

biotech funding and continued biopharma R&D

CRL’s revenue and valuation has always 

tracked bio-pharma funding trends

• Over the next 5 years, over $450B worth of  Pharma sales is 

projected to be at risk

• CRL is well-positioned to capitalize on this rebound, 

leveraging its pre-clinical expertise in drug development

Pharma companies are facing patent cliffs in 27-28

Total prescription sales at risk ($bn)

Expected sales lost ($bn)

Market at risk (%)

BioPharma funding will normalize as 

Pharma ramps up its investment in R&D

2015 2016 2017 2018 2019 2020 2021 2022 2023

Rev Growth % 5% 23% 11% 22% 16% 12% 21% 12% 4%

Thesis 1: Underappreciated Long-term Growth (2/4)

Source: ft.com
Source: Bioworld, Evealuatepharma



• Overall, Biotech funding is up ~20% on a TTM basis

• Management’s commentary on biotech funding is comforting: 

“Forward-looking demand indicators for biotech clients 

continued to trend more favorably vs. 2023 ̶ Leading to our 

belief that the biotech demand environment will continue to 

recover….demand environment does not appear to have 

further deteriorated”

Near term funding has been challenged but we see the market recovering.. With Biotech funding up in 2024 and 

expected to normalize

Biotech funding is up ~20% on a TTM 

basis and should continue to recover

Like other strategic sectors, the US government is seeking to place barriers on the role of  China in the biotech sector. These 

barriers come in the form of  the BIOSECURE Act, which is a bipartisan bill, that in essence will prohibit certain US Federal 

Governmental agencies from engaging with “biotechnology companies of  concern”. Listed companies like Wuxi Biologics have 

~13% of  the CRDMO industry market share. The act could have major implications for CRL’s CRO and CDMO business and add to 

further growth over the next few years. 

Thesis 1: Underappreciated Long-term Growth (3/4)

BioSecure Act could be a further catalyst



CRL has increased its exposure to high-growth markets such as cell & gene manufacturers, a market that is expected to 
grow at 15% CAGR over the next few years

Entered CDMO space via acquisitions

Acquired Cognate and Vigene Biosciences 

with a strategic focus to provide CG&T 

capabilities

Restructured the business 

right sized the business post COVID-19 

and upgraded facilities 

Limited experience in regulatory processes for 

advanced therapies complicates testing, driving 

greater reliance on outsourcing.

Expanding capabilities 

Added “centres of excellence”

Growing biologic testing solutions service 

offerings and facilities in the U.S. and 

Europe

2021

2022 - 23

2023 to

present

Since 2021, CRL increased its focus on CG&TThe ongoing rise of  cell and gene therapies (CG&T)

• In 2023, cell and gene therapies saw a record number of FDA approvals

• 8 therapies approved despite challenging market conditions (vs 5 in 2022 and 

2021 each)

• As production scales up, significant growth is anticipated in the advanced 

therapies CDMO market

Thesis 1: Underappreciated Long-term Growth (4/4)

CRL’s Value Proposition 

Integrated value chain from foundational cellular 

materials to testing and production

Source: Pharmaprojects



Consensus keeps CRL’s margins flat in the 19-20% range LT term and does not give CRL the benefit of a more efficient cost 
base as well as recovery in some of its segments  

6% headcount 

reduction

1. Labor size reduction

15 small sites

consolidated

2. Footprint Consolidation

Thesis 2: Margin Normalization and Optimization yet to 
be priced-in (1/2)

Eliminate ~5% of cost structure by 2026
CRL Company-level Operating Margin

• Reduced labor Costs: CRL has reduced ~1,300 workers or 

~6% of its workforce 

• Footprint optimization: Consolidating ~15 small sites 

primarily in the DSA and RMS segments

$200M identified as run-rate cost savings by 2026

• $40 incremental net savings generation

• Leveraging technology to be more efficient such as ApolloTM 

platform and RMS e-commerce initiatives to help streamline 

processes



Consensus keeps CRL’s margins flat in the 19-20% range LT term and does not give CRL the benefit of a more efficient cost 
base as well as recovery in some of its segments  

RMS

• Wihtin RMS, CRL recently invested and expanded the footprint 

of its CRADL® (Charles River Accelerator and Development 

Lab)

• CRADL offers rentable, turnkey vivarium lab spaces equipped 

with essential support services to facilitate in vivo research.

• CRADL has been a significant driver of RMS growth but has 

impacted RMS margins (hist. upper 20s) but margins 

should expand with increased utilization post a period of 

investment. 

CDMO

• In Manufacturing Operations (~19% of business), CRL’s 

CDMO business (~19% of businesss) is a higher margin 

business because of the inherent complexity of the market

• CRL has gone through a phase of restructuring and investment, 

but the margins should work back to ~30% operating 

margins (company margin is ~20%)

Thesis 2: Margin Normalization and Optimization yet to 
be priced-in (2/2)

Operational leverage driven by RMS and 

CDMO growth

27%
26%

22%

27%

25%

23%

24%

25%
26% 26%

27%

34% 34%

37%

34%

29%

27% 27%

29%
30%

32%

34%

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

RMS CDMO

CRL Operating Margin by Business Unit
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Historical: Introduction of caramelized garlic steak 

increased share of dinnertime customers to 40%. 

Menu innovation helps SG attract a greater share of male 

customers.

Historical: Expansion into higher income, educated, 

and suburban regions is playing out successfully as WFH 

customers and households are willing to pay more for 

healthy salad meals.

Moving Forward: SG can leverage its previous success with menu 

innovation to further increase customer engagement and reach. 

Seasonal offerings like the autumn harvest bowl attract returning and 

new customers in the upcoming colder months with warm flavors.

Moving Forward: SG can capitalize on its existing successful 

suburban expansion by targeting additional high-income/educated 

regions. Continued WFH trends can allow SG to tailor its marketing 

and menu offerings to emphasize convenience and quality.

CRL’s valuation has always tracked 

bio-pharma funding trends

8.0x

13.0x

18.0x

23.0x

28.0x

33.0x

38.0x

43.0x

CRL CRO Avg. Forward P/E CRL Avg.

CRL, along with the CRO space, saw 

elevated valuations from 2020 to late 2021

Valuation: The way market sees it today!

CRL’s is currently trading at 19x LTM earnings and 11x LTM EBITDA which is below its 10yr average of ~23x earnings

Current P/E: 19.0x

Current Share Price: $195

We believe the biopharma funding slowdown 

has passed its inflection point and is now poised 

to continue its upward trend, as evidenced in Q1 

and Q2 of  2024.



DCF Considerations

Current Price (Nov 22, 2024) $195.77 

WACC 8.5%

Terminal Value $13,349 

EBITDA (2029) 1,645 

Exit Multiple 12.2x 

Enterprise Value $16,674 

(-) Debt (1,902)

(+) Cash 2,279 

Equity Value 17,139

Share Price $335.39 

Upside 71%

KEY DRIVERS

• Revenue and Margin by Business Units

• Research Models and Services (RMS)

✓ Growth: Normalized to ~4%

✓ Margin: CDMO grow

• Discovery and Safety Assessment (DSA)

✓ Growth: Normalized to 7% from 2026 

(fairly below the historical range)

✓ Margin: Stable, in line with current margins

• Manufacturing Solutions (CDMO)

✓ Growth: Reinstate LDD growth rates

✓ Margin: operational leverage with new 

revenue growth

• Operating Margin: Expected to hit 23% in 2028E

• Terminal Value: Conservative Exit Multiple (12.2x 

EBIDTA – same as LTM multiple)

Valuation: CRL presents a low-risk entry point ahead of 
its return to a long-term growth trajectory



Risks & Catalysts

The BIOSECURE Act (H.R. 7085), introduced in 2024, aims to restrict U.S. government contracts with certain foreign 

biotech firms, particularly those linked to China. This legislation benefits CRL by increasing demand for its domestic 

services as government and private sector contracts shift away from foreign providers, thus capturing a larger market share

Positioning as a “One-Stop Shop”

BIOSECURE Act

CRL has strengthened its position in Discovery (acquisition of Retrogenix, distributed bio) and Manufacturing 

solutions (CDMO acquisitions) and could leverage its platform to provide end-to-end solutions to pharma

Risks 

Biotech Funding/Pharma Spend
Short-term funding lower than expected &

switch from clinical to preclinical spending 

takes longer than expected 

Demand is slowing, as CRL’s DSA backlog declined sequentially from its high of 

$3.2B in 3Q22 to $2.8B in 2Q23.

• Similar to biotech funding, pharma funding seems to be muted with pharma 

also prioritizing clinical assets vs preclinical

Inflation Reduction Act
Potential for lower industry R&D spend

• DSA is ~60% of CRL business (SA is ~80% of DSA)

• Safety Assessment outsourcing growth is slowing with penetration at ~60%

Mitigants

• Negotiated prices apply only to Medicare, not 

investment in therapies for diseases in the young.

• EPIC act aims to equalize grace period as small 

molecules are crucial for innovation and cost savings

• Biotech funding should strengthen as interest rates 

lower

• Refocus of pharma from late stage to preclinical

Potential for lower R&D spend due to price negotiation for certain drugs.

• Biologics are spared from price negotiations for 13 years following approval 

vs 9 years for small molecules, making pharma prioritize biologics

Lower DSA growth
could impact future growth

• DSA slowdown is overstated. DSA segment has posted 

above consensus growth

• Continues to grow with increased discovery outsourcing. 

(~25% penetration) and biologics exposure with CDMO

Confidence in future Earnings beat
CRL’s Q3 results, and management commentary and outlook give us comfort that earnings downgrades have 

stabilized and CRL’s headwinds are mostly priced in. We expect the macro environment to recover

Risks

Catalysts
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Appendix I: DCF Assumptions



Appendix 2: Company Management and Strategy

Charles River Laboratories is led by a team of  industry veterans and has a favorable capital allocation policy

Management profiles and  incentives

Capital allocation priorities

• CEO: James C. Foster - 74 years old

○ Started his career at CRL in 1976 as General Counsel

○ Named CEO and President in 1992 and Chairman in 2000

○ Expanded CRL’s revenues as CEO from approximately $160 million to >$4B

○ Since CRL’s IPO in June 2000, stock price has appreciated at a CAGR of >10% 

• CFO: Flavia H. Pease - 52 years old

○ Named CFO in 2022

○ >20 years in financial leadership roles at J&J, most recently serving as VP and 

Group CFO of J&J’s global Medical Devices business

Minimum stock ownership requirements for officers 

ensures interests align with business:

• CEO: 6X base salary

• Direct reports to CEO: 3X base salary 

STIP drivers: Revenue, EBITDA, op. margin, FCF

LTIP drivers: TSR growth, ROIC, Cumm. revenue 

growth, EPS growth, organic revenue growth

Key capital allocation priorities include:

• Strong FCF generation is a key strength of  CRL - 

Avg FCF margin of  ~12.4% over the past 5 years

• Disciplined approach to M&A and Partnerships - 

CRL has pursued bolt-on acquisitions to add key 

expertise and high growth exposure

• Joint ventures that allow access to innovative 

capabilities and cutting-edge or nascent technologies

• Target leverage below 2.5x Net debt/ EBITDA

• Broad strategy to return capital. Recently approved 

buyback authorization of  $1B

Invested over $3.3B in the last 5 years

• Jan-23 | SAMDI Tech ($60M)

• Provider of  label-free high-throughput (HTS) solutions for drug discovery

• Apr-22 | Explora BioLabs ($284M)

• Provider of  contract vivarium research and related services to efficiently 

conduct early-stage research activities

• Jun-21 | Vigene Biosciences ($324M)

• A gene therapy CDMO, providing viral vector-based gene delivery 

solutions to conduct testing, process development and manufacturing

• Mar-21 | Cognate Bioservices ($878M)

• A cell and gene therapy CDMO with capabilities in manufacturing cell 

therapies and plasmid DNA. Located in Memphis, TN.



Appendix 3: Industry Overview

An overview of the competitive landscape and the industry

Global CRO Industry

• 2023 CRO market size ~$92B. Expected growth of  6.5% 

CAGR over next five years

• CRL is a Top 10 preclinical CRO focused on providing 

comprehensive preclinical support

• Biotech funding is increasing and is up 23% YOY (TTM) (~$6B/month)

• Biopharma revenue in 2023 ~$1.17T. Projected to grow at 6.3% CAGR through 2028

• CRO market projected to grow at CAGR of  6.5% over next five years

• C&GT is a key market CRL is positioned to capture (20% CAGR since 2014).

Market Dynamics
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Financial 

Overview         

11/21/24                                                                                  

Source: FactSet and Capital IQ

Current Price $30.62 52W H/L $26.73/ 
$36.27

Market Cap ($M) $22,394 EV ($M) $26,960

LTM Revenue $7,190 LTM
EBITDA

$1,770

'24YTD EPS
'23 EPS 

$0.79
$1.15

Debt/
Equity

4.89%

Price/Book 2.61% LTM 
ROA

2.7%

Company Details

The company went public in 1963, but not as a REIT. The company elected REIT status in 
2010 (taxable subsidiaries include wood products). A merger in 2016 with Plum Creek 
included 13 million acres and 38 wood products facilities. Company Includes: 10.5 million 
acres of land, 19 lumber mills, 6 OSB mills, 6 engineered wood mills, 3 veneer/plywood mills, 
1 fiberboard mill and 19 distribution centers.  Focus in the last few years has been 
operational efficiencies, innovation/automation and purchasing woodland.

Weyerhaeuser (NYSE: WY)
Company Overview

Sources:  History :: Weyerhaeuser, US Lumber Industry Set to End Canada’s Dominance as Tariffs Take Toll – BNN Bloomberg, IBIS  World, Capital IQ

Source: Capital IQ

Investment Thesis                                   Target Price: $40 (31% upside)
1. The company’s trading price is lower than the value of its raw land holdings.
2. The most difficult period of this lumber cycle is over, and WY is poised for growth.

3. The US lumber industry benefits from tariffs, which were increased in August 
2024.

The company is valued at $22.4 billion based on 11/21/24 share price of $30.62. This is 
approximately $2,259 per fee acre. WOULD YOU INVEST IN BARE LAND AT $2,259 per 
acre? This doesn’t include income from timber crop, income from leasing, wood product 
revenue. The value isn’t predicated on tenants, management, or even improvements. 
This is raw land.

Sawmills and wood production is a thin margin business and that has not performed well 
since peaking during the pandemic when prices rapidly increased.  But the market has 
likely hit the bottom and will recover next year. Many mills have closed as a result of 
record low lumber demand and prices.  WY is large, has reserves and can profit on 
other's failures. Vertical integration and innovation have positively impacted margins.  
WY has the highest profit margin in the industry in 2024 (IBISWorld).

The lumber industry benefits from tariffs and the largest competitor is Canada.  
Antidumping tariffs are in place on Canadian softwood lumber (14.54%, doubled in Aug. 
2024).  The company would benefit from tariffs raised back to levels they were in 2017-
2020 (20-24%).  The rate is annually reviewed by USDC and could double again in 2025.

https://www.weyerhaeuser.com/company/history/
https://www.bnnbloomberg.ca/business/2024/11/04/us-lumber-industry-set-to-end-canadas-dominance-as-tariffs-take-toll/
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The company is valued at $22.4 
billion based on 11/21/24 share 
price of $30.62

This is approximately $2,259 per 
acre assuming 9.884 million acres.  
This only includes fee owned raw 
land. Not standing timber, mills, 
production, equipment, Wood 
products, etc.

Current pasture land values as 
reported by USDA are to the right.
This indicates $3,355 per acre or 
$45.47 per share; $2,842 per acre 
or $38.51 per share with debt.

Investment Thesis 1: The company’s trading price is lower than the 
value of its raw land holdings
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Investment Thesis 1: The company’s trading price is lower than the 
value of its raw land holdings

Notes:
*WY reports ~3 million acres available for conservation, but they sell this 
as a turn-key product. The revenue from project management likely 

exceeds the loss in value due to detrimental easements in place, but 
10% is deducted for legal an administrative fees to return the asset to 

fee simple interest if sold.
^WY does not report a timber or tree value.  They report the timber and 
timberlands at cost less depreciation. (Annual Report, 2023).  The value 

included above was calculated as reported in Timber Estimate Table.
-All other inputs sourced from balance sheet - 2023 WY Annual Report

-Intangibles are not added, but may be present due to long-term leases 
in place. Lease details were not publicly available. 
Disclaimer:  This is not an appraisal.  For use in educational Alpha 

Challenge competition only.
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Revenue Customer

Timberland Harvest and Haul
Delivered/Raw Materials

Sawmills

22% internal log sales FY 
2023

Real Estate HBU Considerations
Subdivision Development

Real Estate Investors/Users

Energy and 
Natural Resources

Leasing/Royalty for Natural 
Gas, Mining, 
Aggregates, Alternatives

Natural Resource 
Companies

Wood Products Lumber (40%)*, Panels
Engineered Wood (19%)*, 
OSB (34%)*,  Integrated 
Supply Chain/Distribution 
(7%)*, Purchase decision 
software

Building Supply Retailers

End Market:*
SFR/Multifamily (67%)
Repair/Remodel (17%)
Non-Residential 
Construction (16%)

Carbon Platform Leasing/contracts for wind, 
solar, carbon capture, 
conservation, mitigation

Public and Private 
Companies, Municipalities

^2023 Factbook 
https://investor.weyerhaeuser.com/download/2023+Weyerhaeuser+Fact+Book_Performance+Highlights.pdf

*https://investor.weyerhaeuser.com/download/WY+IR+March+2024+Deck_Final.pdf

Investment Thesis 2: The most difficult period of this lumber cycle is 
over, and WY is poised for growth

https://investor.weyerhaeuser.com/download/2023+Weyerhaeuser+Fact+Book_Performance+Highlights.pdf


Investment Thesis 2: The most difficult period of this lumber cycle is 
over, and WY is poised for growth

6

Source:  Freddie Mac October_Outlook_EHR_ChartBook.pdf    

"The Housing Shortage Tracker computes 
how many permits are issued for every new 
job in 172 metropolitan areas."
Historical averages suggest 1 permit for every 2 jobs creates sufficient 
supply.  Areas with a permit issued for every 2 new jobs or more are 
considered sufficient (blue). Areas with less one permit for every 2 jobs are 
red.
Housing Shortage Tracker; September 2024

https://www.freddiemac.com/research/pdf/October_Outlook_EHR_ChartBook.pdf
https://www.nar.realtor/research-and-statistics/housing-statistics/housing-shortage-tracker
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Weyerhaeuser Position - STRONG

• Heavy focus on operating efficiencies and margin growth the past two years

• Wood products located in housing markets

• Company is expanding exports from South market to India, Pakistan and other global markets

• Managed forests with 100+ years management in some cases

• Climate Solutions just taking off

• 11/18/24 announcement of $500 million to build a new TimberStrand facility in Arkansas

• HBU Land Development (Residential and Industrial)

• 0.877-1.16 billion in cash LTM 

Investment Thesis 2: The most difficult period of this lumber 
cycle is over, and WY is poised for growth

Source:  IBIS World



A majority of WY sales are domestic, and the largest competitor is Canada.  The US imposed an anti -dumping duty order on softwood lumber 
products from Canada. The rate is annually reviewed and was increased from 8.05% to 14.54% (8/24).  It was as high as 24% in 2017.

8

Investment Thesis 3: The US lumber industry benefits from 
tariffs, which were increased in August 2024

Graph Source:  2023 Factbook https://investor.weyerhaeuser.com/download/2023+Weyerhaeuser+Fact+Book_Performance+Highlights.pdf
Chart Source:  Forest Products | United States International Trade Commission
Import Statistics Source:  IBIS World

https://investor.weyerhaeuser.com/download/2023+Weyerhaeuser+Fact+Book_Performance+Highlights.pdf
https://www.usitc.gov/research_and_analysis/tradeshifts/2023/forest
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Summary of Methods Used

Comparable Multiples

$35.01 - $42.89

Modified Net Asset Valuation

$51.53

Alternative Valuation
Land Only

$38.51

Valuation Methods
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Risks and Mitigants

Industry and External Risks
• Competitor recovery of shuttered sawmills and 

production facilities
• Operational inefficiencies
• Slow integration of recently purchased South land
• Labor shortage

The company has greater liquidity than competitors, 
allowing swift reaction to potential acquisitions and 
investments in technology to create operating 
efficiencies. The company announced a new $500mm 
in southern Arkansas, where recent closures of other 
lumber-related industries left 100s of skilled workers 
without jobs; WY capitalized on this closure*
*Weyerhaeuser Company creating hundreds of jobs in southern Arkansas, Weyerhaeuser to 

invest $500M to build new TimberStrand facility in Arkansas, Weyerhaeuser Expanding 
Engineered Wood Products Portfolio - Nov 18, 2024

Macroeconomic Risks
• Lack of change in housing market
• Insufficient increase in lumber and wood products 

pricing 
• Regulatory

The company has a diverse revenue stream and has 
better liquidity than peers.  The company weathered 
the past few years of underwhelming wood product 
and lumber pricing while continuing to invest in 
woodlands and operating efficiencies. The company 
reacts swiftly and appropriately in changing market 
conditions, such as the BC market exit.

Climate Risks
• Natural disaster impacting trees or procession
• Increasing rainy season preventing proper harvest

The company owns assets in various parts of the 
country, mitigating catastrophic events happening to 
assets at one time.  WY generally cuts 2% of timber 
stock per year.

Valuation Risks

https://www.msn.com/en-us/money/companies/weyerhaeuser-company-creating-hundreds-of-jobs-in-southern-arkansas/ar-AA1uojnF?ocid=BingNewsSerp
https://www.msn.com/en-us/money/companies/weyerhaeuser-to-invest-500m-to-build-new-timberstrand-facility-in-arkansas/ar-AA1ujJLJ?ocid=BingNewsSerp
https://www.msn.com/en-us/money/companies/weyerhaeuser-to-invest-500m-to-build-new-timberstrand-facility-in-arkansas/ar-AA1ujJLJ?ocid=BingNewsSerp
https://investor.weyerhaeuser.com/2024-11-18-Weyerhaeuser-Expanding-Engineered-Wood-Products-Portfolio
https://investor.weyerhaeuser.com/2024-11-18-Weyerhaeuser-Expanding-Engineered-Wood-Products-Portfolio
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Weyerhaeuser (NYSE: WY)
Appendix



Source: FactSet
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Housing Starts Detail

Source: Housing Starts - IBIS World.  

Business Environment Profile - E404 Housing starts - MyIBISWorld

Note:  This driver measures the number of new, privately owned housing units started in a given year. This includes both single-unit and 

multiunit developments. The data is sourced from the US Census Bureau and is the sum of unadjusted monthly data

Source:  Other data – US Census NRC - Quarterly Starts and Completions

13

Size of Housing Units
Square feet of floor area Square feet per unit

Single Family
2+ Units per building, 

SF/unit

Median Average Median Average
2021 2,303 2,532 1,000 1,040 
2022 2,269 2,485 1,009 1,063 
2023 2,177 2,409 1,019 1,048 

https://my.ibisworld.com/us/en/business-environment-profiles/e404/business-environment-profile
https://www.census.gov/construction/nrc/quarterly.html
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Industry Projections – IBIS World
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Financial Overview & Market Metrics 11/12/24 
Source: FactSet and Capital IQ

LTM Revenue $7,190 LTM EBITDA $1,234

2023 EPS ($) $1.15 LTM ROA 2.7%

Total Debt/Equity 53.25% Debt (mm) 5,096

2024 YTD EPS ($) $0.79 Dividend 
Yield 

2.6%

(EBITDA-CAPEX)/Int. 
Exp

3.3x 3-YR CAGR 
Dividend Per 
Share

5.1%

Company Comp Set

Company Name TEV/Total 

Revenues 

LTM - Latest

TEV/EBITDA 

LTM - Latest

TEV/EBIT LTM - 

Latest

P/Diluted 

EPS Before 

Extra LTM - 
Latest

P/TangBV 

LTM - Latest

NTM 

TEV/Forward 

Total Revenue 
(Capital IQ) 

NTM 

TEV/Forward 

EBITDA (Capital 
IQ) 

NTM 

Forward P/E 

(Capital IQ) 

PotlatchDeltic Corporation 

(NasdaqGS:PCH)

4.0x 29.8x 207.2x 211.0x 1.6x 4.11x 18.05x 74.09x

Louisiana-Pacific Corporation 

(NYSE:LPX)

2.7x 11.5x 14.3x 19.4x 4.9x 2.64x 13.24x 21.95x

Rayonier Inc. (NYSE:RYN) 5.8x 16.3x 29.5x 27.8x 2.5x 6.95x 17.89x 53.39x

Weyerhaeuser Company (NYSE:WY) 3.7x 21.2x 36.4x 42.3x 2.3x 3.52x 18.22x 44.05x

Source:  Capital IQ

Source: FactSet



WY Timberland Holdings
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Source:  Weyerhauser: Weyerhaeuser Investor Relations - Events & Presentations

https://investor.weyerhaeuser.com/events-and-presentations?item=176


Source:  WY Presentation – Raymond James Conference March 2024
https://investor.weyerhaeuser.com/download/WY+RJ+Presentation_2024_Final.pdf 
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https://investor.weyerhaeuser.com/download/WY+RJ+Presentation_2024_Final.pdf
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Source:  WY Presentation – Raymond James Conference March 2024
https://investor.weyerhaeuser.com/download/WY+RJ+Presentation_2024_Final.pdf 

https://investor.weyerhaeuser.com/download/WY+RJ+Presentation_2024_Final.pdf
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Source:  WY Presentation – Raymond James Conference March 2024
https://investor.weyerhaeuser.com/download/WY+RJ+Presentation_2024_Final.pdf 

https://investor.weyerhaeuser.com/download/WY+RJ+Presentation_2024_Final.pdf
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Source:  WY May 2024 Investor Presentation
https://investor.weyerhaeuser.com/download/WY+IR+May+2024+Deck_Final.pdf 

https://investor.weyerhaeuser.com/download/WY+IR+May+2024+Deck_Final.pdf
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Source:  WY May 2024 Investor Presentation
https://investor.weyerhaeuser.com/download/WY+IR+May+2024+Deck_Final.pdf 

https://investor.weyerhaeuser.com/download/WY+IR+May+2024+Deck_Final.pdf
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Source:  2023 Fact Book
https://investor.weyerhaeuser.com/download/2023+Weyerhaeuser+Fact+Book_Performance+Highlights.pdf 

https://investor.weyerhaeuser.com/download/2023+Weyerhaeuser+Fact+Book_Performance+Highlights.pdf


10-K notes on REIT structure 

"REAL ESTATE INVESTMENT TRUST (REIT) Weyerhaeuser Company is a REIT and REIT 
income can be distributed to shareholders without first paying corporate level tax, 
substantially eliminating the double taxation on income. We also own timberland assets 
through a subsidiary, Weyerhaeuser Timber Holdings, Inc., which qualifies as a REIT 
under the Internal Revenue Code of 1986, as amended (IRC), for tax years beginning 
2022. We expect to derive most of our REIT income from our timberlands, including 
gains from the sales of our standing timber and rent from recreational leases. We are 
required to pay federal corporate income taxes on earnings of our Taxable REIT 
Subsidiaries (TRSs), which include our Wood Products segment and a portion of our 
Timberlands and Real Estate, Energy and Natural Resources segments."

23
Source:  2023 Annual Report 2023 Annual Report and 10K.pdf

file:///C:/Users/ashley/AppData/Local/Temp/MicrosoftEdgeDownloads/011ac92c-11c6-4098-b690-9f9e02411cd9/2023%20Annual%20Report%20and%2010K.pdf


Real Estate Sales
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Source:  2023 Annual Report 2023 Annual Report and 10K.pdf

file:///C:/Users/ashley/AppData/Local/Temp/MicrosoftEdgeDownloads/011ac92c-11c6-4098-b690-9f9e02411cd9/2023%20Annual%20Report%20and%2010K.pdf
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Students: Francesco Brassesco, Sophia Mao, Silvio Guaita

Long: Pegasystems (NASDAQ: PEGA)

Current Price: $91 (11/22/2024) | 2025 Price Target: $107 (17% Upside)
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Business Overview 

PEGA - Company Description

Pega Cloud

US

Maintenance

Other Americas

Subscription 
license

UK

Perpetual 
license Europe, Middle 

East, Africa

Consulting
APAC

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

By Product By Geography

Total Revenue = $1.4 billion

Who uses PEGA?

Subscription 
Services

• Develop, market, license, host, and support enterprise 
software Pega Infinity (latest version of software portfolio)

• End users include both professional developers and power 
users 

• Competes with Salesforce and Dynamics in CRM space, 
Appian and Camunda in BPM space, and UI Path and 
Automation Anywhere in RPA space

• Communications Service Providers:

• Financial Services:

• Government:

• Healthcare:

• Insurance:

• Manufacturing & High-Tech: 

Revenue Breakdown

Current Price ($) 91 Revenue ($M) 1,480

Market Cap ($M) 9,156 Gross Margin 73%

EV ($M) 8,954 EBITDA ($M) 121

52W Low / High ($) 44.07-95.91 EPS ($) 0.80

Sources: FactSet, Company Filings, Investor Presentations

Building Business Agility Through Personalized Experiences, Streamlined 
Service, and Automated Workflows

Trading and FY23 Financial Data
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1. Growing TAM accelerates growth, while regulatory 
direction adds potential fuel, driven by PEGA Cloud 
and the Generative AI solution "Blueprint"

2. PEGA's Long-Term Value for Niche Industry Clients is 
Driven by a Scalable, Sticky Business Model

3. Completion of the Subscription Model Transition 
boosts the valuation multiple

Revenue Growth

Recurring Earnings
Stable FCF

Stable FCF
Higher ROE, ROIC

Investment Thesis



Federal Financial
Institutions Examination
Council (FFIEC) guidance 
updates –2020.3
Newer guidelines are more 
focused on ensuring 
institutions can manage 
third-party risks effectively 
rather than discouraging 
cloud adoption outright.

4

Enterprise Spending on 
GenAI Solutions 

By leveraging generative AI and Pega’s extensive industry expertise, 
Blueprint enables teams to rapidly conceptualize and develop workflow 

applications tailored to specific business needs.

Growing TAM accelerates growth, while regulatory direction adds potential 
fuel, driven by PEGA Cloud and the Generative AI solution "Blueprint"

$16

$143

Billions (worldwide)

2023 2027

PEGA is integrating GenAI into its decision-making modules

PEGA clients can utilize various LLMs, including ChatGPT, AWS’s Amazon 
Bedrock, and Google Cloud’s Vertex AI, to enhance decision-making and 

workflow automation within the Pega Platform.

Enterprise Spending on 
Cloud 

68%
59%

Value Share of Cloud/ 
Infrastructure (worldwide)

2022 2027

Source: International Data Corporation (IDC), Federal Financial Institutions Examination Council (FFIEC), DLA Piper, FactSet, Internal Model Projections

Globally governments are changing mindsets and aiming to 
make the cloud more accessible to heavily regulated industries

0.0

0.4

0.8

1.2

1.6

2.0

FY21 FY22 FY23 FY24 FY25 FY26

Pega Cloud to Client Cloud Ratio Consensus

We believe this will drastically shift their product mix as PEGA 
begins to grow their cloud portfolio more aggressively

Investment Thesis #1

ModerateRobustHeavy
Regulation & Enforcement

Limited

PEGA ”Blueprint” is accelerating their client's workflows 
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PEGA can entrench itself within the clients’ processes thanks to its positioning

PEGA

Front Facing 
Applications

Operational 
Software

Back Office 
Management

✓ Digital Channel: In 350 millisecond come 
back to customer with a targeted solution 

✓ Branch Bank: Live in 5,000 branches, 
provide bankers with unique and quick 
customer insights to power conversation

✓ Speed transformation: Integrated in 9 
months what the bank expected would 
take 4-5 years 

Needed a solution that delivers a 
seamless, consistent customer 
experience across all channels

The bank has explored various solutions to enhance the customer experience. Key options include:

1. In-house (bespoke 
software)

2. White Label App
(Velmie)

Offers the highest level of customization but costly, time-consuming, and 
requires internal expertise

May excel in specific tasks but often sacrifice interoperability, 
documentation, and customizability

3. Generalist Platform
(Salesforce)

Offers broad functionality but lacks niche features, requires extra coding 
or add-ons, and has limited, costly deployment options

4. Specialized Platform
(PEGA)

Balances cost and customization, combining the documentation of larger 
platforms with the niche functionality of bespoke software

Niche industry clients require a centralized source of  predictable process 
automation that leverages their wide range of data sets. 

Gen AI,
Cloud 
service 
providing 

Highly 
regulated 
Enterprises 

Highly regulated enterprises egar to embrace GenAI and cloud service, but 
most of the companies cannot match the high regulated ask. 

PEGA's Long-Term Value for Niche Industry Clients is Driven by a Scalable, 
Sticky Business Model

Investment Thesis #2

Source: Pega Website, Team Analysis
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As PEGA nears the completion of their business model shift they can expect a multiple uplift from 2017 levels

Fueled by the faster mix shift we forecast greater and 
higher quality revenues for PEGA1

Following completion, the market is expected to reward 
PEGA for their improved earnings quality and higher 

growth rate through a ~30% multiple uplift from 2017 

levels.

2

24.68 ~42 ~20P/FCF

4.40 ~6 ~5P/S

2017 Our Estimate ConsensusMultiple

Source: FactSet, Team Analysis

*Blank transitions which have not been completed

0

500

1,000

1,500

2,000

2,500

FY21 FY22 FY23 FY24 FY25 FY26 FY27

Our Forecast Consensus

Completion of the Subscription Model Transition boosts the valuation 
multiple

Investment Thesis #3

6



7Source: FactSet, Team Analysis

12-Month Price Target of $107 in the Base Case with 17% Upside
Methodology: We used 2 different approaches for valuation (P/Sales Multiple and P/FCF Multiple), and we averaged 
the results to determine price target
Where we differ:

Forecast vs. Consensus - Base Case
2025 2026

Forecast Consensus Diff. Forecast Consensus Diff. 
Revenue  1,644 1,583 3.8% 1,821.0 1,707 7% 
% growth  5% 7% 11% 8% 
Gross Profit  1,245 1,217 2.3% 1,394.9 1,303 7% 
% margin  76% 77% 77% 76% 
EBITDA 331 242 36.7% 459.5 289 59% 
% margin  18% 33% 21% 19% 
EPS  2.95 1.97 49.6% 4.4 2.31 91% 
% growth  24% 89% 49% 17% 

Valuation Summary

Scenario Weighting
Base
(50%)

Bull
(20%)

Bear
(30%)

P/Sales - Target Price $116 $132 $81

P/Sales   6.4x 7.2x 4.9x

2025 Sales per share $18.26 $18.35 $16.53

Target Price $108 / 18% Upside

P/FCF - Target Price $101 $164.32 $36

P/FCF 42.4x 48.4x 22.5x

2025 FCF per Share $2.37 $3.39 $1.60

Target Price $106 / 16% Upside

Final Target Price $107 / 17% Upside

Our Assumptions vs. Consensus - Base Case
2025 2026

Forecast Consensus Diff. Forecast Consensus Diff. 

Total ACV 1,597 1,589.4 0% 1,820 1,809.3 1% 

% growth  13% 12% 14% 14% 

Pega Cloud ACV 895 840.8 6% 1,129 1,062.4 6% 

% growth  27% 22% 26% 26% 

Client Cloud ACV 702 731.6 (4%) 691 686.1 1% 

% growth  (0%) 1% (2%) (6%)

Total Backlog 1,918 1,873.9 2% 2,123 2,367.8 (10%)

% growth  1% 14% 11% 26% 

Valuation

1 Faster shift to PEGA cloud driven by 
easing regulations globally 2

Increased stickiness improving net 
retention rate resulting in stronger 

revenues
3 Multiple appreciation due to completion 

of transition and higher quality earnings
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Ownership concentration 
raises governance concerns

Using gen AI concerns issues like 
data privacy, intellectual 

property rights, transparency, 
and ethical AI use

Pegasystems addresses ownership concerns through Alan Trefler’s 
visionary leadership, complemented by nearly 47% institutional 

investor oversight and an independent board for balanced governance. 
Transparent communication, succession planning, and a focus on 

innovative AI and cloud solutions further reassure stakeholders and 
support the company’s long-term stability.

Pegasystems focuses on data privacy compliance, ethical AI practices, 
and transparency in AI outputs. The company ensures accountability 
through clear documentation and audit trails, actively engages with 

regulators to meet evolving standards, and implements bias-reduction 
techniques alongside robust AI governance frameworks.

Operating in a highly 
competitive software industry

Pega has strategically focused on AI-driven solutions and industry-
specific applications, such as Pega Blueprint and cloud offerings, tailored 
to sectors like banking and healthcare for accurate market positioning. 

By leveraging generative AI for custom business applications, PEGA 
strengthens its market presence and creates barriers to entry. 

Risks and Mitigations
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Questions?



Appendix

10
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Historical Share Price Performance 

Source: Yahoo Finance

Historical Share Price Performance 



The global software as a service (SaaS) market size was USD 314.54 billion in 2023, accounted for USD 358.33 
billion in 2024, and is expected to reach around USD 1,251.35 billion by 2034, expanding at a CAGR of 13.3% 
from 2024 to 2034.

12

SaaS Industry Overview – Global  

Source: Fortune Business Insights

SaaS Industry Overview – Global 



The U.S. software as a service (SaaS) market size was estimated at USD 101.47 billion in 2023 and is predicted 
to be worth around USD 412.14 billion by 2034, at a CAGR of 13.5% from 2024 to 2034.

13

SaaS Industry Overview – U.S.

Source: Fortune Business Insights

SaaS Industry Overview – U.S.
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Platform and CRM Market 

Source: PEGA

Platform and CRM Market
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Reported ACV

Growth since Sep. 30, 2023

Total ACV: 16%

PEGA Cloud ACV: 30%

Client Cloud ACV: 7%

Source: PEGA

Reported ACV
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PEGA Cloud Revenue

Source: PEGA

PEGA Cloud Revenue



At or above a 75% gross margin, PEGA Cloud generates higher gross profit dollars than 
Client Cloud in a timeless illustrative model.

17

PEGA Cloud Gross Margin

Source: PEGA

PEGA Cloud Margin Cost
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Feature PEGA Salesforce Appian 

Core Strengh BPM + AI Decisioning CRM + Sales Automation
Low-Code BPM 
+ Process Automation

Target Industry
Banking, Insurance, Healt
hcare

Broad, but strong in
Sales/Marketing

Banking, Insurance,
Government

Customization
Highly customizable for c
omplex workflows

Limited customization;
strong out-of-the
box CRM

Customizable but best for
simpler workflows

AI Integration
Advanced AI for real-
time decisioning and
insights

Einstein 
AI for CRM insights

Basic AI, focused on
automating workflows

Deployment Options
Cloud-native, hybrid, or
on-premises

Primarily cloud-
based (Salesforce Cloud)

Cloud and on-premises

Ease of Use
Requires skilled
developers for advanced
workflows

Easy-to- use interface for
sales/marketing teams

Easier for non-
tech users due to
low-code focus

Pricing
High, suitable for large
enterprises

High, subscription-based
Competitive for
mid-to-large enterprises

Competitors – PEGA x Salesforce x Appian

Source: Team analysis

Competitors – PEGA x Salesforce x Appian
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Feature PEGA Microsoft AWS

Target Market
Enterprises needing tailored 
process automation

Broad enterprise focus; strong 
in SMEs

Developers and IT for cloud-
first companies

Strength
Deep BPM/CRM expertise; 
decisioning AI

Ecosystem integration (Office, 
Teams)

Scalability and cloud 
infrastructure

Pricing Enterprise-tier pricing
Subscription model, affordable 
tiers

Pay-as-you-go; infrastructure-
first

Verticals BFSI, healthcare, government Cross-industry
Tech, startups, scalable 
businesses

Partnerships
Partner-focused consulting 
ecosystem

Dominant enterprise 
penetration

Tech-first and ISV partnerships

Ease of Use
Complex but powerful for 
large-scale automation

User-friendly, low-code/no-
code tools

Requires technical expertise

Ecosystem Highly specific; lacks broad 
ecosystem

Office 365, Teams, LinkedIn 
integration

Extensive developer tools

AI Decisioning
Advanced real-time AI 
decisioning

Evolving via Azure OpenAI Data-intensive AI capabilities

Global Reach
Strong in targeted verticals Widely adopted worldwide Ubiquitous in cloud hosting

Innovation Pace
Continuous refinement of 
BPM/CRM

Rapid integration with OpenAI Cutting-edge cloud tools

Competitors – PEGA x Microsoft x AWS

Source: Team analysis

Competitors – PEGA x Microsoft x AWS
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Multiples

Source: PEGA

Multiples
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Cloud Concerns
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Emerging AI regulation



23

Income Statement

Source: FactSet, Team Analysis

Income Statement
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Revenue Builde Revenue Build
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Margin Builde

Source: FactSet, Team Analysis

Margin Build
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Cash Flow Statemente

Source: FactSet, Team Analysis

Cash Flow Statement 
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Comparable Companies

Source: FactSet, Team Analysis

Comparable Companies 



DCF Valuation

28Source: FactSet, Team Analysis

DCF Valuation
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Balance Sheet

Source: FactSet, Team Analysis

Balance Sheet 



December 5, 2024

Students: Andrew Jacobe, Katherine Li, Tommy Rodriguez

Long: Lennox International (NYSE:LII)

Current Price: $625 | 1Y Price Target: $766 (+23% upside)

1
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Lennox International (NYSE: LII) Overview

• Leader in residential HVAC, top-tier growth and ROIC profile

• Offer top-tier solutions through various brand names: Lennox, 
Dave Lennox Signature, Armstrong, Ducane, Airease and others

• Two business segments: 15% market share in residential HVAC 
and 10% market share in commercial HVAC

• A unique channel strategy: self-owned distributor network of 
245 Lennox Stores across the United States and Canada

• Founded in 1895, headquartered in Richardson, TX and employs 
~12,500 employees

Source: Capital IQ, Company Materials. Pricing as of 11/20/2024
Note: HVAC stands for heating, ventilation, air conditioning

Industry Leading Provider of Construction Solutions for 
Residential and Commercial Markets

($ in millions, unless otherwise stated)

Current Price $625.35 52 Week Range $397 - $653

Market Cap $22,277 25 P/E (x) 25x

Enterprise Value $23,444 EV/25 EBITDA (x) 19x

25E Revenue $5,592 Dividend Yield (%) 0.7%

25E NI $872 FCF Yield (%) 2.8%

ROE (%) 508% Net Leverage (x) 1.1x

ROIC (%) 37% Avg. Volume (mm) 0.27

25E GM (%) 33.0% Float (%) 89.6%

EBITDA Margin (%) 21.0% Short Interest (%) 2.9%

Key Financials and Trading StatisticsCompany Description

An Outlier in HVAC: LT High Quality GrowthRevenue Breakdown

89% 6% 5%

United States Canada International

75% 25%

Replacement New Constructions

65% 30% 5%

Home Confort Building Climate Other

By Application

By Geography

By Segment

Watsco Carrier Lennox Trane Daikin JCI
ROIC 18% 7% 37% 21% 8% 7%
10Y Growth CAGR
Revenue 7% NA 5% 4% 9% -3%
EPS 14% NA 17% 16% 11% 6%
Total Shareholder Return
10Y 22% NA 22% 23% 13% 7%
20Y 19% NA 21% 17% 12% 10%

18%

7%

37%

21%

8% 7%7%
0%

5% 4%
9%

-3%

22%

0%

22% 23%

13%
7%

Watsco Carrier Lennox Trane Daikin JCI

ROIC 10Y Revenue CAGR 10Y Anuual Total Shareholder Return
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Investment Overview

Lennox is best positioned HVAC player to expand market 
share and profitability

Thesis 1: Competitive advantage as both an OEM and distributor enables outsized market share gain

✓ Lennox is best positioned as both an OEM and a distributor to further capture share through stronger customer 
relationships and insights into contractor demand

✓ Expanding production and e-commerce capacity to capture fickle lower tier customers who prioritize availability
✓ Superior customer service to capture and retain higher end sticky customers

Thesis 2: Expanding product offering to drive price and volume

✓ Expanding SKU potential for both 3rd party offerings and Lennox brand to offset weakening demand for next 
year and boost topline growth

✓ Representing $400-$600mm opportunity in sales growth and higher incremental margins
✓ Partnership with Samsung to enhance end user experience, particularly for signature and elite products

Thesis 3: Strong upside potential in commercial HVAC market

✓ Business Climate Solutions segment will continue to increase as a share of total revenue
✓ Ramp up of Saltillo factory in 2025 will alleviate supply constraints and increase order fill rates
✓ Emergency replacement service is a significant growth opportunity

Investment Theses
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✓ HVAC industry driven by growing installation base (2-3% unit volume 
growth in US over past 50 years and 2% price capture)

✓ Growth tied to growing number of US households, increasing A/C 
square footage of homes from applying mini-splits to basement/attic 
at current 90% household penetration ratio

✓ Majority of volumes sold are for replacement: 80% replacement / 
20% new construction); Current install base of 110mm units with 12 
to 15 year average life of unit. 8mm units replaced each year

Growing End Markets, Highly stable and Recurring revenue Strong Pricing Power from Product and Service Nature

✓ Pricing power: Unit Selling by over 30% from 2019 to 
2023

✓ Easy price pass-throughs: End customers pay the lump 
sum of labor and HVAC systems, thus insensitive to price 

✓ Important: Homeowners prioritize a functioning HVAC
✓ Service & warranty: High urgency to repair/replace 

HVAC, especially during summer and winter

Resi HVAC Industry Highly Attractive

HVAC Value Chain Overview (Residential): Lennox Uniquely Positioned as Both an OEM and a Distributor

Resi OEM Distributors Contractors
Technicians 

Homeowners 
Businesses

OEM Carrier Daikin Trane JCI
Revenue $22.0 $29.0 $17.7 $26.8
Market Cap $56.7 $43.0 $73.3 $47.2
Resi Mkt Share 21% 20% 14% 13%
ROE 13% 11% 34% 11%
ROIC 7% 8% 21% 7%
ROA 4% 5% 10% 4%
GM% 29% 34% 33% 34%
NI% 6% 6% 12% 7%
Sales 10Y CAGR -1% 9% 4% -3%
EPS 10Y CAGR N/A 11% 16% 6%
TSR 10Y CAGR N/A 13% 23% 7%

Distributor Watsco
Revenue $7.3
Market Cap $17.8
Resi Mkt Share 11%
ROE 23%
ROIC 18%
ROA 11%
GM% 27%
NI% 9%
Sales 10Y CAGR 7%
EPS 10Y CAGR 14%
TSR 10Y CAGR 22%

OEM + Distributor Lennox
Revenue $5.0
Market Cap $19.2
Resi Mkt Share 15%
ROE 508%
ROIC 37%
ROA 19%
GM% 31%
NI% 12%
Sales 10Y CAGR 5%
EPS 10Y CAGR 17%
TSR 10Y CAGR 22%

Resi OEM
Market Share
Carrier 21%
Daikin 20%
Lennox 15%
Trane 14%
JCI(York) 13%
Others 10%
Mkt Concentration
Top1 21%
Top3 56%
Top5 83%

Distributor
Market Share
Watsco 11%
OEMs 11%
Johnstone 6%
Ferguson 5%
Others 67%

Mkt Concentration
Top1 11%
Top3 28%
Top5 36%

(USD Bn)

We see long-term compounders arising from both OEM and distributors, both delivering excellent return profile with outstanding growth 
and quality. OEM benefits from the relative higher entry barrier aroused from economics of scale in manufacturing, resulting in a more 
concentrated landscape and much higher growth potential. Among them, Lennox is uniquely positioned because of a direct channel strategy

Thesis 1: Competitive Advantage as Both an OEM and A Distributor

Lennox is Best Positioned as Both an OEM and a Distributor in 
the Highly Attractive Residential HVAC Industry
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✓ End customer insights & relationships: 
Transparency on product availability, enhanced 
by partnership with Contractor Commerce 

✓ Higher manufacturing efficiency: with insights, 
contribute to margin expansion

✓ Better Inventory & distribution: higher 
distribution fill rates through investments in  
digital inventory and distribution planning

Conversations with distribution site 
employees, customers and 
competitors highlight Lennox’s 
exceptional service, ability to 
capture and retain sticky customers
Observations:
• Lennox is a service driven business
• For contractors: client service and 

reliability are as important as price
• One new customer can result in 

10% growth for a Lennox store.
• Customers are loyal & know 

employees on a first name basis
• Higher end customers are stickier
Commentary:
• One contractor who covers New 

York, New Jersey and Pennsylvania 
goes out of his way to work with 
one specific Lennox distribution 
center specifically because of their 
superior customer service

• Employees note that a significant 
number of their customers moved 
over from Trane because of poor 
customer service or from Carrier 
because of supply chain issues

Lennox Sets Up Well to Further Capture Share Through 
Stronger Relationships, Service, and Insights Into Contractors

LIICARR Daikin YorkTrane

Integrated Channel Strategies

14% 14% 15% 16% 15% 15%

0%

10%

20%
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40%
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60%

70%

80%

90%

100%

FY2018 FY2019 FY2020 FY2021 FY2022 FY2023

LII Steadily Gained Share Organically 

rest Daikin Lennox Trane Carrier JCI

WSO

~250 self-owned Lennox stores

Distributors and Mixed Strategies

Share Gain Through End-to-End Insights

Lennox-Contractor Commerce Partnership

End Customers

As an OEM and distributor, Lennox can leverage two-way communication between factories and customers to boost 
efficiency in inventory management while meeting customer demand.

✓ Premier Dealer network: Exclusive e-
commerce capabilities, including transparent 
pricing for HVAC systems and filter 
subscription services that benefit both 
homeowners and dealers

✓ Customers: Purchase Lennox filters and 
subscribe to regular deliveries, ensuring the 
right filter is available at the right time 

✓ Homeowners: will also be able to look up 
system estimates, allowing dealers to display 
their own individual pricing, enabling 
consumers to compare options and purchase 
directly from dealers' websites or online 
filter stores.

Channel Check Findings

Thesis 1: Competitive Advantage as Both an OEM and A Distributor
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Thesis 2: Expanding Product Offerings to Boost Sales and Margins

Expanding 3rd Party SKU Offerings and Lennox Brand to Offset 
Weakening Demand for Next Year

With better customer loyalty, further cross-selling 
opportunity of 3rd party offerings to expand asset utilization 
and drive sales volume and incremental margins 
✓ Lennox owns ~250 distribution centers from which it 

derives ~75% of residential sales (~$2.6bn)
✓ ~85% of the products sold are Lennox branded
✓ Management will expand its 3rd party SKU offering to 30% 

to 40% similar to other premier distribution companies, 
representing a $400-$600mm revenue opportunity

✓ Third parties benefit from Lennox’s leading distribution 
capabilities and presence

Strategic partnership to drive product innovation 
• Joint venture with Samsung to deliver its ductless products 

in North America as well as “Lennox powered by Samsung”-
branded products, which will be sold through Lennox stores 
and direct-to-dealer network. 

• Samsung expects the joint venture will help the company to 
strengthen its position in the North American HVAC market 
by adding Lennox’s distribution channels, while Lennox is 
expected to reinforce its business by expanding the product 
lineup of innovative ductless systems

• Homeowners can monitor power consumption and on save 
energy consumption

Lennox Product Lines

Expanding 3rd Party Product Offerings within Channel Strategic Partnership to Drive Product Innovation

   

       

 efore Addi ons A er

3rd Party Offerings Revenue Potential

$2.6B Resi Sales

Lennox 3rd Party

85% 15%

2.2B 0.4B

Current Brand Mix



7

Thesis 3: Strong Topline Potential in Commercial HVAC Market

Management’s Strategic Initiatives and Ability to Execute will 
Bolster Lennox’s Commercial Business

✓ Business Climate Solutions segment will continue to 
increase as a share of total revenue

✓ Lennox’s largest factory is set to fully ramp up in 2025 
with a focus on its commercial products
✓ Relieve supply constraints and increase order fill 

rates
✓ Emergency replacement service is a significant growth 

opportunity
✓ Lennox’s commercial business consists of 9 % 

key accounts / 10% emergency replacement vs. 
60% / 40% split across the industry

Lennox Revenue Breakdown ($MM)

Source: Capital IQ. Company Materials.
Note: See appendix table for peer group 
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2020 2021 2022 2023 2024

Home Comfort Building Climate BSC % of Total

2023 Acquisition of AES 

2yr CAGR 4yr CAGR
Home Comfort 4.58% 10.32%
Building Climate 16.42% 21.47%

2025 Ramp of Lennox’s Largest Factory
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Conclusion

Table 1: Target Price, EPS x P.E 

12-Month Price Target of $766 in Base Case with +23% Upside

Valuation Summary: 2025 Target Price

Comparison to Consensus

✓ Valuation applies forward P/E and EV/EBITDA and 
multiples determine price targets across the three 
different cases

✓ Base case incorporates:
• 20.0x 2026 EBITDA of $1,366mm, above its 10-year average of 

15.2x.
• 1.3x relative EBITDA multiple, in-line with its 10-yr average
• 26.5x 2026 EPS of $28.01, above its 10-year average of 21.0x
• 1.19x relative P/E multiple, in-line with its 10-yr average

✓ Price target supported by DCF which incorporates 
9% WACC, 5% growth, and 20x exit multiple

Note: Pricing as of 11/20/2024.

2024 2025 2026

Forecast Consensus % Diff. Forecast Consensus % Diff. Forecast Consensus % Diff.

Revenue $5,263 $5,219 0.8% $5,643 $5,585 1.0% $6,121 $5,945 3.0%

% Growth 5.6% 4.8% 7.2% 7.0% 8.5% 6.5%

Gross Profit $1,735 $1,710 1.5% $1,862 $1,841 1.1% $2,035 $2,002 1.7%

% Margin 33.0% 32.8% 0.2% 33.0% 33.0% 0.0% 33.3% 33.7% (0.4%)

EBIT $1,016 $986 3.0% $1,122 $1,085 3.4% $1,256 $1,191 5.4%

% Margin 19.3% 18.9% 0.4% 19.9% 19.4% 0.5% 20.5% 20.0% 0.5%

EBITDA $1,109 $1,074 3.2% $1,224 $1,171 4.5% $1,366 $1,275 7.1%

% Margin 21.1% 20.6% 0.5% 21.7% 21.0% 0.7% 22.3% 21.4% 0.9%

EPS $21.90 $21.06 4.0% $24.57 $23.36 5.2% $28.01 $25.90 8.2%

Base Bull Bear
PE 2026 EPS $28.01 $32.78 $24.56
Multiple Forward P/E 26.5x 26.5x 22.5x

Target Price $742.35 $868.77 $552.55

EV/EBITDA 2026 EBITDA $1,366 $1,575 $1,214
Multiple Forward EV/EBITDA 20.0x 20.0x 16.5x

Enterprise Value $27,322 $31,495 $20,028

Debt $1,342 $1,347 $1,340
Cash $623 $549 $591
Market Cap $28,042 $32,293 $20,776

FDSO 35.5 35.4 35.5
Target Price $789.87 $913.45 $585.21

Returns Avg. Target Price $766.11 $891.11 $568.88
Current Price $625.35 $625.35 $625.35
Upside/(Downside) 22.5% 42.5% (9.0%)
(+) Dividends $4.83 $4.95 $4.72
Total Return 23.3% 43.3% (8.3%)
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Appendix

Appendix
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Appendix – Forecast Detail

(1) FCF equals EBITDA minus taxes minus capex. 

Base Case Bull Case Bear Case

$ in Millions 2024 2025 2026 2027 2028 CAGR 2025 2026 2027 2028 CAGR 2025 2026 2027 2028 CAGR

Revenue 5,263 5,643 6,121 6,564 7,073 7.7% 5,958 6,821 7,724 8,786 13.7% 5,485 5,785 6,030 6,317 4.7%

% Growth 5.6% 7.2% 8.5% 7.2% 7.8% 13.2% 14.5% 13.2% 13.7% 4.2% 5.5% 4.2% 4.8%

COGS 3,528 3,781 4,086 4,381 4,703 7.4% 3,992 4,536 5,136 5,820 13.3% 3,702 3,934 4,100 4,295 5.0%

Gross Profit 1,735 1,862 2,035 2,182 2,369 8.1% 1,966 2,285 2,587 2,965 14.3% 1,783 1,851 1,930 2,021 3.9%

% Margin 33.0% 33.0% 33.3% 33.3% 33.5% 33.0% 33.5% 33.5% 33.8% 32.5% 32.0% 32.0% 32.0%

Opex 626 639 669 691 727 3.8% 649 710 752 814 6.8% 628 638 673 709 3.2%

EBITDA 1,109 1,224 1,366 1,491 1,643 10.3% 1,318 1,575 1,836 2,151 18.0% 1,154 1,214 1,256 1,313 4.3%

% Margin 21.1% 21.7% 22.3% 22.7% 23.2% 22.1% 23.1% 23.8% 24.5% 21.0% 21.0% 20.8% 20.8%

D&A 92 102 110 118 127 8.3% 107 123 139 158 14.4% 99 104 109 114 5.3%

EBIT 1,016 1,122 1,256 1,373 1,515 10.5% 1,210 1,452 1,697 1,993 18.3% 1,056 1,110 1,148 1,199 4.2%

% Margin 19.3% 19.9% 20.5% 20.9% 21.4% 20.3% 21.3% 22.0% 22.7% 19.2% 19.2% 19.0% 19.0%

Interest Exp. 42 39 35 32 28 (9.5%) 39 35 32 28 (9.5%) 39 35 32 28 (9.5%)

Taxes & Other 190 211 237 261 289 11.0% 228 275 323 381 18.9% 198 209 217 228 4.6%

Net Income 784 872 983 1,081 1,198 11.2% 944 1,142 1,342 1,584 19.2% 819 865 899 943 4.7%

% Margin 14.9% 15.5% 16.1% 16.5% 16.9% 15.8% 16.7% 17.4% 18.0% 14.9% 15.0% 14.9% 14.9%

FDSO 36 36 35 35 34 (1.2%) 35 35 34 34 (1.6%) 36 35 35 35 (0.7%)

Diluted Eps 21.90 24.57 28.01 31.22 35.14 12.6% 26.69 32.78 39.21 47.16 21.1% 23.06 24.56 25.68 27.11 5.5%

Capex 136 149 161 173 186 8.1% 157 180 204 232 14.1% 145 152 159 167 5.1%

Free Cash Flow 
(1) 782 864 968 1,058 1,167 10.5% 933 1,120 1,309 1,539 18.4% 812 852 880 919 4.1%

% Conversion 70.5% 70.6% 70.8% 70.9% 71.1% 70.8% 71.1% 71.3% 71.5% 70.3% 70.2% 70.1% 70.0%

Dividends 160 172 179 185 192 4.6% 176 186 197 208 6.7% 168 171 174 177 2.5%
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Appendix – Discounted Cash Flow

(1) FCF equals EBITDA minus taxes minus capex. 

Company data ($MM, FY-end Dec)

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Revenue 3,634 4,194 4,718 4,982 5,263 5,643 6,121 6,564 7,073 7,775

y/y growth -3.7% 15.4% 12.5% 5.6% 5.6% 7.2% 8.5% 7.2% 7.8% 9.9%

Gross Profit 1,040 1,189 1,285 1,548 1,735 1,862 2,035 2,182 2,369 2,605

margin 28.6% 28.3% 27.2% 31.1% 33.0% 33.0% 33.3% 33.3% 33.5% 33.5%

Operating Income (EBIT) 506 604 666 857 1,016 1,122 1,256 1,373 1,515 1,711

margin 13.9% 14.4% 14.1% 17.2% 19.3% 19.9% 20.5% 20.9% 21.4% 22.0%

Taxes -90 -103 -122 -148 -188 -209 -235 -259 -287 -325

NOPAT 416 501 545 709 828 913 1,021 1,115 1,229 1,386

+ D&A 73 72 78 86 92 102 110 118 127 140

- Capex -79 -107 -101 -250 -136 -149 -161 -173 -186 -205

+ / - Changes to working capital 142 -66 -269 -14 -107 -41 -55 -56 -41 -75

Unlevered FCF 268 532 790 559 892 907 1,024 1,116 1,210 1,396

Perpetuity Growth Method Multiple Method

Weighted average cost of capital 8.9% Weighted average cost of capital 8.9%

Net present value of free cash flow $5,650.12 Net present value of free cash flow $5,650.12

Growth rate of FCF after 2029 5% Exit Multiple 20.0x

Terminal value $37,196 Terminal value $34,223

Present value of terminal value $24,242 Present value of terminal value $22,304

Enterprise value $29,892 Enterprise value $27,954

Less net debt $1,115 Less net debt $1,115

Equity value $28,777 Equity value $26,839

Diluted shares 35.8 Diluted shares 35.8

Equity value per share $803.83 Equity value per share $749.69

% upside / downside 28.54% % upside / downside 19.88%
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Risks, and Mitigants

1. Volumes decline as end-market demand weakens
✓ Mitigant: Lennox’s strategic initiatives position the company to continue to grow on both an absolute and 

relative basis. As Lennox expands its 3rd party SKU offers, it will enhance volume on the residential side 
despite expected volume declines across the industry. Lennox is less exposed to the commercial end 
market relative to peers and is experiencing supply constraints that will be alleviated next year, bolstering 
growth within the commercial segment.

2. Share gain reversal 
✓ Mitigant: Lennox saw recent share gain partly as a result of good inventory management during the 

refrigerator transition. Lennox will retain these customers because of its superior client service and e-
commerce initiative to improve meeting demand in a timely manner, particularly for fickle customers. 
Contractors can often take years before switching lead providers, and as Lennox improves on fill rates it 
will retain these customers.

3. Supply constraints, particularly on the commercial side, are prolonged
✓ Mitigant: Lennox is focused on fully ramping its new Saltillo factory to address demand within the 

commercial end-market. Lennox is on track to overcome inefficiencies and have this facility fully 
operational in 2025.
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Appendix – Value Added Research Summary

Expert Calls/Tegus

▪ Former director, field marketing at Lennox

▪ Former head of marketing at Lennox

▪ Former member of European executive committee at Lennox

▪ Former VP of Lennox stores, NA

▪ President and CEO HVAC Distributors

Channel Checks

▪ Lennox store located in New Jersey

▪ Trane store located in New Jersey

▪ Two independent contractors with over 20 years of experience
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Valuation Summary – Multiples Today

Market Enterprise Forward PE Forward EV/EBITDA Gross EBITDA Operating Hist 3yr FWD. 2yr Price/ Net

Cap Value 2025 2026 2025 2026 Margin Margin Margin ROIC ROA Rev. Growth EPS Growth FCF Leverage (x)

Trane Technologies plc 92,521 95,885 32.5x 29.0x 22.8x 20.8x 35.3% 19.0% 17.3% 19.5% 11.0% 11.7% 12.8% 36.1x 1.4x

Carrier Global Corporation 66,843 77,844 24.6x 21.3x 16.4x 15.3x 28.3% 13.4% 9.0% 7.8% 4.9% 3.0% 18.0% na 2.8x

Johnson Controls International plc 54,948 66,308 23.8x 20.1x 17.6x 15.8x 35.2% 14.3% 10.7% 8.0% 3.5% 4.9% 6.0% 34.3x 2.4x

Daikin Industries,Ltd. 34,503 34,651 20.3x 18.2x 8.4x 7.9x 34.0% 13.6% 8.6% 8.6% 5.9% 7.9% 6.4% 45.1x 1.5x

Ferguson Enterprises Inc. 40,698 45,644 20.7x 18.3x 14.9x 13.5x 30.5% 10.0% 8.9% 18.9% 10.7% 9.3% 7.4% 23.0x 1.8x

Watsco, Inc. 20,004 20,348 36.3x 32.5x 22.1x 20.0x 26.7% 10.2% 9.7% 21.8% 17.6% 6.2% 11.8% 34.3x 0.5x

Peer Group Average. 51,586 56,780 26.4x 23.2x 17.0x 15.5x 31.7% 13.4% 10.7% 14.1% 8.9% 7.2% 10.4% 34.5x 1.7x

Peer Group Median 47,823 55,976 24.2x 20.7x 17.0x 15.5x 32.3% 13.5% 9.3% 13.7% 8.3% 7.0% 9.6% 34.3x 1.6x

Lennox International Inc. 22,277 23,444 26.8x 24.2x 20.0x 18.7x 32.4% 20.5% 18.7% 44.0% 22.0% 7.6% 10.9% 36.1x 1.3x

Source: Capital IQ, Company Materials. Pricing as of 11/20/2024.

Lennox trades at a slightly premium to peer set which is justified by its higher margins and stronger operating metrics
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Appendix - Trading History
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LII Peers S&P 500

5.0x

10.0x

15.0x

20.0x

25.0x

30.0x

Nov-14 Nov-16 Nov-18 Nov-20 Nov-22 Nov-24

Price/ NTM EPS EV / NTM EBITDA
Price / NTM EPS EV / NTM EBITDA

Current LTM. L3Y L5Y LY10 Current LTM. L3Y L5Y LY10
LII $27.51 $24.92 $20.67 $22.60 $21.69 $19.95 $18.37 $15.87 $16.97 $15.54

Peer Group $26.72 $23.57 $20.48 $22.09 $19.51 $17.11 $15.10 $13.87 $14.30 $12.30
SSD Prem/(Disc) 3.0% 5.7% 0.9% 2.3% 11.2% 16.6% 21.6% 14.4% 18.6% 26.3%

S&P 500 $22.71 $21.43 $19.62 $20.55 $18.94 $15.08 $14.21 $12.94 $13.22 $11.81
SSD Prem/(Disc) 21.2% 16.3% 5.4% 10.0% 14.6% 32.3% 29.3% 22.7% 28.4% 31.6%

Source: Capital IQ. Pricing as of 11/20/2024.
Note: Peers reflect group on previous page. 
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Appendix – Key Management Overview

•Only the eighth CEO of Lennox since the company was founded in 
1895
•Prior to his role as Lennox, Alok served as CEO of Luxfer Holdings, 
an international industrial company focused on advanced materials
•Over 25 years of global leadership in manufacturing and 
technology to Lennox

Alok Maskara - CEO

Gary Bedard – EVP, 
Home Comfort 

Solutions

•Appointed Executive Vice President & President of the Lennox 
Home Comfort Solutions business in January 2023
• Recently, he served as Executive Vice President & President of the 
Lennox Worldwide Refrigeration business, a position he held since 
October 2017

Joe Nassab – EVP, 
Building Climate 

Solutions

•Appointed Executive Vice President and President and the Lennox 
Building Climate Solutions business on May 4, 2022
•Joined Lennox in 2010 as Vice President and General Manager of 
Allied Air

Prakash Bedapudi - 
CTO

•Appointed Executive Vice President, Chief Technology Officer in 
July 2008
•Previously served as Vice President, Global Engineering and 
Program Management for Trane Inc. 

Mary Ellen Mondi – VP, 
Marketing/Comm.

•Joined Lennox as Vice President, Marketing and Communications 
in December 2022
•After starting her career in consulting with Booz Allen Hamilton, 
Ms. Mondi spent 10 years at Emerson Electric working in several 
marketing roles eventually serving as Vice President, Marketing 
Communications & Digital Experience

Michael Quenzer  – CFO

•Appointed Executive Vice President and Chief Financial Officer in 
January 2024
•Joined Lennox in 2004 and has held key leadership roles including 
Vice President, Investor Relations and Financial Planning Analysis 
and Vice President of Finance for the Lennox Building Climate 
Solutions (Commercial) business segment
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Appendix – Key Management Compensation Overview

• Short Term Incentive (“STI”) amounts are determined by Company performance against the net income (5 %), cash flow (3 %), and 
revenue(20%), as approved by the Committee

• Long Term Incentive (“LTI”) amounts 7 % performance based and 3 % timing based and are 5 % ROIC and 5 % Net Income 

• Stock ownership guidelines for NEOs that mandate certain multiple of base salary (CEO 6x base salary, all others 3x base salary)

• In 2023, LII moved the LTI grant date to after the Q4 earnings release in the following year. This change is intended to align all of the 
comp discussions and further maximize our pay for performance philosophy – As such, no LTI’s were granted during 2 23

• “Normalized” 2 23 CEO comp reflects ~53% of total CEO comp in stock awards
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Appendix – Products Overview

Residential HVAC

Commercial HVAC
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Appendix – Top Shareholders
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Students: Hannah Kimmel, Josh Baldwin, and Chris Coolidge
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Premium CTV deals with 

Disney+ and Netflix will deliver 

accretion to revenue growth

DOJ Anti-trust trial against 

Google to open new TAMs and 

deliver additional EBITDA

Premium inventory, improving 

financials, margin expansion 

play up multiple

Executive Summary
CTV resurgence, breaking walled gardens, financials play up multiple

BUY

PT: $22

28% 

Upside
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Largest sell-side omnichannel digital advertising 

platform (SSP) helping publishers manage and monetize 

digital ad inventory

Platform connects digital media owners with advertisers 

offering transparent, data-driven, automated ad 

transactions at scale

Suite of programmatic tools for publishers to optimize 

ad placements for target audiences

Company Overview
Leader in digital advertising solutions

Source: Company Data
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77% Digital Advertising

86% Programmatic

$178B TAM

The Challenger 

Gardens

Ad Exchanges, DSPs, SSPs
The Open Internet

$180B TAM Leading SSPs

Walled Gardens

Industry Overview
$600 Billion Programmatic Digital Advertising Industry
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$1 Trillion Advertising Industry

Industry Overview
Largest Independent SSP | 25% U.S. Market Share 

DSP SSPs
Advertiser Demand Side 

Platform

Ad Exchange Supply Side 

Platforms

Publisher

Source: ASAP Estimates & Company Data



6

Netflix & Disney+ CTV Ad Deals
CTV Market Resurgence, CTV Deals to deliver revenue accretion

Source: ASAP Estimates & Statista

…Favorable revenue mix shift to support CTV ad demand…

…Recent partnership wins…
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Netflix & Disney+ CTV Ad Deals
CTV revenue accretion drives us ahead of market expectations

Source: ASAP Estimates, Company Data, & eMarketer

…Recent partnership wins…
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Google Antitrust Trial
SSP breakoff to deliver 2.5% TAM expansion and $46M to EBITDA

Potential outcomes benefitting MGNI

Divest SSP business Adx, GAM, DV360 broken up

...Google currently retains >50% share of SSP ad spend...

Source: ASAP Estimates, Company Data, & Wells Fargo
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Improving Financial Position
Premium ad partnerships, margin expansion, ROIC to play up multiple

…ROIC rises supporting multiple…

Source: ASAP Estimates & Company Data



10

Valuation
MGNI still undervalued – trade up to ad tech competitors

Base Case

13x NTM EV/EBITDA

264m FY25 EBITDA

Target: $22

28% Return

Bull Case

16x NTM EV/EBITDA

270m FY25 EBITDA

Target: $28

62% Return

Bear Case

7x NTM EV/EBITDA

258m FY25 EBITDA

Target: $13

-25% Return

Source: ASAP Estimates & Company Data
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Investment Risks

(1) Unfavorable Shift towards Walled Gardens vs. Open Internet

(2) Unfavorable Google Antitrust trial outcome

(4) Deacceleration in CTV market

(3) Increased competition amongst SSPs

Source: ASAP Estimates & Company Data
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CTV resurgence and 

premium deal positioning

Google anti-trust trial to 

benefit MGNI

Position to trade up to 

competitors 

BUY

PT: $22

28% 

Upside

2.38 R/R

Investment Summary
MGNI Positioned to Excel in the Evolving Ad-Tech Industry
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Questions



14

Appendix
1 Year Stock Price Chart
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Appendix
Income Statement
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Appendix
Income Statement (Forecast Period)
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Appendix
Balance Sheet
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Appendix
Cash Flow Statement
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Appendix
Schedules
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Appendix
Revenue Estimates
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Appendix
Segment Estimates
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Appendix
Geographic Segments
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Appendix
DCF Inputs
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Appendix
DCF Outputs
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Appendix
ROIC Estimates
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Appendix
Adj. EBITDA Estimates
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Appendix
Ad Based Streaming Mix



December 5th, 2024

Team Number: 7

Students: Cheney Chen, Annika Ulrich, Helen Wu
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IQVIA (NYSE: IQV) Overview

Leading provider of advanced analytics, technology solutions, and clinical research 
services to the life sciences industry

Company Description

Revenue Mix by Segment (FYs Ending 12/31)

Financials and Trading Statistics

• Formed in 2016 via merger of Quintiles/IMS Health
• Three segments: Technology and Analytics Solutions 

(T&AS), Research and Development Solutions (R&DS), 
and Contract Sales and Medical Solutions (CS&MS)

• Boasts one of the largest and most comprehensive 
health information collections (~61 petabytes)

• Considered a global leader in protecting patient privacy
• Diversified client base spanning pharma, biotechnology, 

device/diagnostic, and consumer health companies
• Headquartered in Durham, NC. Apx. 87,000 employees

$10,412 $11,088 $11,359

$13,874 $14,410 $14,984 $15,384

2018 2019 2020 2021 2022 2023 2024E

Research & Development Solutions Contract Sales & Medical Solutions Technology & Analytics Solutions

Source: Factset, IQVIA filings. Market data as of Friday, November 22, 204.

$mm, unless otherwise stated
Current Price ($) $201.82 52W High/Low ($) $188 - $262
Market Cap 37,205.0 Avg. Volume (mm) 1.9
Enterprise Value 48,896.0 Float (%) 99%
'25E Revenue 16,149.0 Short Interest (%) 1.5% of float
'25E GM (%) 35% EV/'25 EBITDA (x) 12.7x
'25E EBITDA 3,872.0 '25 P/E (x) 16.7x
EBITDA Margin (%) 24% ND / '24 EBITDA E (x) 3.4x
2025E EPS ($) $12.06 Dividend Yield (%) n/a



IQVIA’s Value Proposition

IQVIA drives value across the life sciences value chain by bringing together 
proprietary information assets, advanced analytics, transformative technology, and 
domain expertise

Healthcare-
specific global 

IT 
infrastructure

Real-world 
solutions 

ecosystem

Integration 
via IQVIA 

Connected 
Intelligence

Analytics-
driven clinical 
development

Proprietary 
clinical & 

commercial 
applications

Global staff 
of experts

IQVIA receives apx. 120 bn healthcare 
records annually. Its infrastructure 
connects complex healthcare data 
while applying a wide range of 
privacy, security, operational, legal 
and contractual protections

Combines sophisticated retrospective 
database analytics, prospective real 
world data collection technology 
platforms, and scientific expertise to 
address issues related to cost, value, 
and patient outcomes

Integrates data and analytics to 
inform client decision-making from 
R&D to commercialization

Includes 30k T&AS
employees, 48k R&DS employees, 
and 7k CS&MS employees

Helps clients increase clinical
operations performance; supports 
regulatory and compliance needs; 
and orchestrates sales 
operations/ management, multi-
channel marketing, performance 
management

Improves clinical trial design, site 
identification, and patient
recruitment through expansive 
levels of information; includes 
product-level tracking in 94 
markets and information about 
treatments and outcomes on more 
than 1.2 bn unique non-identified 
patient records globally

3Source: IQVIA 2023 10K



4

Investment Thesis

Recent choppiness in pharma has caused market to underestimate IQVIA’s ability to 
drive long-term revenue growth and margin improvement via continued innovation.

➢ Renewed growth outlook for life sciences and pharma
➢ Increasing demand for outsourced services given regulatory 

complexity, competitive market dynamics

➢ Healthcare/life science focus, incumbent advantage, 
integration of capabilities, and breadth of knowledge

➢ Continued backlog growth (record in 3Q24) 
➢ Innovative potential unlocked by AI Assistant

Market Growth

Superior Offering vs. 
Competitors, Enhanced by 
Generative AI Capabilities

Margin Expansion
➢ Mission-critical products support pricing power
➢ Disciplined approach to cost management
➢ Economies of scale
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Thesis #1 – Growth in Global Demand for Medicines 

The global medicine market is expected to grow at a 5–8% CAGR through 2028, 
equating to about $2.3 trillion in USD

Source: IQVIA, “Global Use of Medicines 2024: Outlook to 2028”

Global medicine market size and growth 2014-2028 including estimated COVID-19 vaccine and therapeutic spending
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Thesis #1 – Optimistic Outlook for Pharma R&D…

Funding for pharma R&D declined as COVID concerns eased in 2022. However, 2023 
saw an uptick in spending that is still greater than pre-COVID levels. 

Biopharma funding rebounded in 
2023 after a sharp slowdown in 
2022 vs. the heightened levels 
during the pandemic. The level of 
activity still exceeds the 2019 level, 
although the mix of funding types 
has shifted.

R&D expenditure by large pharma 
corporations totaled a record 
$161Bn in 2023, an increase of 
almost 50% since 2018. 

Source: IQVIA, “Global Trends in R&D 2024”



Thesis #1 – ...As Well as Pharma Services Outsourcing

The increasing complexity and costs associated with the drug development process 
will continue to drive growth in pharma services outsourcing. IQVIA’s suite of offerings 
covers the whole lifecycle of drug development and is well-positioned to benefit.

Source: Adapted from Harris Williams, “Outsourced Pharma Services & Pharma Tech Sector Brief Q2 2024”

Discovery & 
Preclinical 

Development

Clinical Trials

Commercialization

Contract 
Manufacturing 
Organization

Pharma Safety 
& Risk Mgmt

Integrated drug discovery & optimization models reduce time & cost 
to clinic. Development models provide greater certainty as novel drug 
candidates enter the clinical landscape. 

Discovery/dev. partners increasingly integral to successful R&D while 
ensuring data quality and uniformity across complex trials. 
Increasingly decentralized & patient-centric trials.

Physician specialists want to more deeply understand therapies’ 
scientific data. Resistance to sales rep visits requiring new ways to 
communicate info to prescribers.

Large companies working to manage capacity/avoid large capex, 
while small/midcap companies striving to be nimble/focused on drug 
discovery. Increasing use of large molecules, cell/gene therapies.

Regulatory/commercial compliance becoming increasingly complex, 
requiring global coordination. Pharmacovigilance services 
increasingly outsourced to be cost-effective.

Real World Evidence 
(RWE): Pharma 

increasingly using RWE to 
address regulatory 

requirements, drive drug 
development, support 

outcomes-based 
contracts, reduce 

products’ time to market

Tech Solutions: 
Outsourcing key 

functions (marketing, 
digital enablement, etc.), 

search for “one-stop 
shop” to widen scope of 

offerings while deepening 
insight capabilities, 

increased # of virtual 
trials

7
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Thesis #2 – IQVIA’s Edge

IQVIA has already established itself as a critical outsourced services provider to a 
broad range of life sciences and healthcare companies.

Large, proprietary 
dataset, internal 
experts, and 
industry-leading 
privacy guidelines 
are irreplicable and 
attractive to range of 
end-users

Believe continued 
development of AI 
products will 
strengthen suite. 
Improved Salesforce 
partnership expected 
to launch 2025. High 
ratings for breadth of 
services under single 
umbrella

Source: IQVIA Website & corporate presentations
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Thesis #2 – IQVIA Combines Breadth & Depth

IQVIA continues to drive new business growth and displace incumbents across its 
spectrum of offerings.

Select 2024 New Business Wins 

“IQVIA was awarded a multi-
year contract by a large 
pharma client to deliver our 
Next Best Action offering for 
sales reps across nine 
countries. This AI-enabled 
solution optimizes sales rep 
engagement activities and 
enhances their interactions 
with HCPs” [3Q24]

“A top 10 client chose IQVIA to 
improve HCP engagement for a 
new schizophrenia treatment. 
And in this case, we displaced 
the incumbent by offering a 
solution that will enable daily 
alerts based on near-real-time 
inputs versus the incumbent's 
weekly frequency” [3Q24]

“Within clinical 
technology, in fact, we 
continue to expand our 
recently launched One 
Home for Sites offering. A 
biotech client selected 
IQVIA to increase clinical 
trial capacity by 
streamlining access to 
multiple vendor sites via 
our single sign-on 
platform.” [3Q24]

“In the Evidence-Based segment, we secured two 
large awards where we displaced incumbents 
based on our global scale and AI capabilities. We 
were selected by a US client to conduct two large 
Phase III oncology studies simultaneously. The client 
is new to IQVIA and selected us based on our 
differentiated AI-enabled capabilities as the trial 
protocol includes complex inclusion/exclusion 
criteria, unusually large patient cohorts and 
aggressive enrollment timelines…” [1Q24]

Source: IQVIA transcripts for 1Q, 2Q, and 3Q 2024 earnings conference calls.
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Thesis #2 – Strong Backlog Growth

IQVIA’s backlog reached a record $31.1bn at the end of 3Q24 (8% growth vs. prior 
year). NTM from backlog was up 5.5% YoY.

Source: IQVIA 3Q24 earnings presentation and transcript

“Our quarterly RFP flow continued the same trend we saw in the first half, increasing mid-single digits year-over-year. And finally, our 
qualified pipeline in the quarter is up across all customer segments and it grew low-double digits overall compared to the prior year. 
And that is good. Now, just to be balanced, I should point out that in stronger market environments, that qualified pipeline has 
sometimes been up in high-double digits.” [Ari Bousbib, CEO, 3Q24 Earnings Call]
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Thesis #2 – IQVIA’s Edge Will be Enhanced by AI

IQVIA is uniquely positioned to bring high-quality AI tools to the life sciences market 
given its existing scale and proprietary data assets

Source: IQVIA transcript for 1Q 2024 earnings conference call.

Quote from CEO Ari Bousbib, 1Q24 Earnings Conference Call:

“AI has a massive amount of opportunity in general. And I would say perhaps more 
limited than people think in healthcare, because data and the ingredients, if you will, 
are not readily available publicly. You can search for medical literatures for diagnostics. 
You could look for jurisprudence for legal opinions. But frankly, to identify patients that 
are best suited for trials, sites that need to be identified for maximal effectiveness and 
fastest enrollment, that's really, really tough to get information. And if you ask those 
questions to a chatbot, you are not going to get the answers.

However, once you are within our environment, then that's a lot more possible. And 
so, if you think about it, the entire premise of what we set out to do when we merged 
Quintiles and IMS eight years ago was precisely to leverage massive amounts of data 
and analytics and technology to accelerate clinical development timelines, particularly 
applicable to oncology, rare diseases and difficult to enroll patients. With the advent of 
AI, that set of initiatives becomes even easier. And we've been at it for a while. This is 
not new to us. But some of the new tools, as you can imagine, are put to good use 
within our environment. And some of the wins we've had are the direct results of those 
capabilities.
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Thesis #3 – Margin Expansion

IQVIA remains cost-disciplined and is poised to continue experiencing margin 
expansion
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Adj. EBITDA Margin (LHS) COGS as % of Revenue (RHS) Consistent increase in EBITDA 
margins

Economies of scale

COGS remain stable/have 
declined, even amidst recent 
growth

Cost discipline demonstrated 
through historical headcount 
management decisions, 
workforce optimization 
initiatives

Continued incorporation of 
technology to drive efficiency 
and productivity gains

Source: IQVIA filings
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Thesis #3 – Margin Expansion

Markets have indicated some concern related to future margin expansion potential. 
We believe that both concerns are manageable and pose little risk over long-term.

3Q24 earnings revealed:
1. One large trial planned by a pharma client had 

been cancelled because of drug failure
2. Two fast-burning mega-trials from two 

different pharma clients had been postponed. 
They are not expected to resume until 2025. 
This has become more common as pharma 
companies face cost management pressures, 
and decision was not linked to IQVIA or 
company health.

Sunk costs for IQVIA given resources already 
expended on startup phase. Two to three quarters 
“unwind” phase. Management confident trials will 
resume 2025.

Given the nature of the industry, these are not 
unusual occurrences. This was a unique quarter in 
which several large contracts were 
delayed/cancelled in a single period.

Delays/cancellations of trials

Growth in FSP (multiple functional resourcing provider) vs. 
full-service given that FSP is a lower-margin service

From 4Q23 earnings call (CFO Ronald Bruehlman):
“…FSP tends to be somewhat lower margin than full service. 
Now, you take into account that full service comes with 
significant pass-through revenues that FSP doesn't. And so, 
when you look at the average margins, including pass-
throughs, they're not that different ... On the other hand, this 
shift is a very gradual shift that's going on. You're talking 
about single points of shift, not huge. And it takes place over 
time, remember, the average trial is four-plus years to 
complete. So, there really hasn't been any dramatic impact 
on our margins as a result of that. And, of course, we're 
working all the time to optimize and take cost out and do 
things to improve our margins independent of whatever 
contracts we happen to be signing. And you see in our EBITDA 
margins, they'd actually continued to improve overall and 
that's with R&DS being over 50% of our revenue.

Shift in revenue mix & lower blended margins

Source: IQVIA filings and earnings transcripts
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Valuation Overview: Base Case

We project the Research & Development Solutions and Technology & Analytics 
Solutions segments will continue to drive topline growth and margin expansion

NYSE: IQV FY2018 FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027

Est. Est. Est. Est. CAGR CAGR

mn USD, unless noted FY2018A FY2019A FY2020A FY2021A FY2022A FY2023A FY2024E FY2025E FY2026E FY2027E FY18-24E FY18-27E

FYE 12/31/2018 12/31/2019 12/31/2020 12/31/2021 12/31/2022 12/31/2023 12/31/2024 12/31/2025 12/31/2026 12/31/2027

Revenue

Research & Development Solutions 5,465 5,788 5,760 7,556 7,921 8,395 8,493 8,885 9,520 10,090 8% 7%
%YoY 7.1% 5.9% (0.5%) 31.2% 4.8% 6.0% 1.2% 4.6% 7.1% 6.0%

Contract Sales & Medical Solutions 810 814 741 784 743 727 724 736 747 756 -2% -1%
%YoY (11.5%) 0.5% (9.0%) 5.8% (5.2%) (2.2%) (0.4%) 1.6% 1.5% 1.3%

Technology & Analytics Solutions 4,137 4,486 4,858 5,534 5,746 5,862 6,167 6,621 7,091 7,410 7% 7%
%YoY 12.4% 8.4% 8.3% 13.9% 3.8% 2.0% 5.2% 7.4% 7.1% 4.5%

Total Revenue 10,412 11,088 11,359 13,874 14,410 14,984 15,384 16,242 17,358 18,257 7% 6%

%YoY 7.3% 6.5% 2.4% 22.1% 3.9% 4.0% 2.7% 5.6% 6.9% 5.2%

Gross Profit

Research & Development Solutions 1,744 1,852 1,786 2,253 2,526 2,766 2,868 2,975 3,294 3,575 9% 8%
%YoY 11.7% 6.2% (3.6%) 26.1% 12.1% 9.5% 3.7% 3.7% 10.7% 8.5%

Contract Sales & Medical Solutions 128 113 115 132 104 107 105 110 118 120 -3% -1%
%YoY (14.8%) (11.7%) 1.8% 14.8% (21.2%) 2.9% (1.6%) 4.8% 6.9% 1.7%

Technology & Analytics Solutions 1,794 1,823 1,958 2,256 2,398 2,366 2,472 2,735 2,983 3,172 5% 7%
%YoY 7.5% 1.6% 7.4% 15.2% 6.3% (1.3%) 4.5% 10.7% 9.1% 6.3%

Total Gross Profit 3,666 3,788 3,859 4,641 5,028 5,239 5,445 5,820 6,395 6,867 7% 7%

Gross Profit Margin % 35.2% 34.2% 34.0% 33.5% 34.9% 35.0% 35.4% 35.8% 36.8% 37.6%
%YoY 1.1% -3.0% -0.6% -1.5% 4.3% 0.2% 1.2% 1.3% 2.8% 2.1%

Profitability

- SG&A 1,716 1,734 1,789 1,964 2,071 2,053 2,102 2,287 2,460 2,533 3% 4%
% of revenue 16.5% 15.6% 15.7% 14.2% 14.4% 13.7% 13.7% 14.1% 14.2% 13.9%

EBIT 741 777 731 1,393 1,799 1,977 2,159 2,239 2,558 2,885 20% 16%

Margin % 7.1% 7.0% 6.4% 10.0% 12.5% 13.2% 14.0% 13.8% 14.7% 15.8%
Adj. EBITDA 2,224 2,400 2,384 3,022 3,346 3,539 3,684 3,873 4,255 4,684 9% 9%

Margin % 21.4% 21.6% 21.0% 21.8% 23.2% 23.6% 23.9% 23.8% 24.5% 25.7%
FCF 795 835 1,343 2,302 1,586 1,500 1,984 2,468 2,607 2,723 16% 15%

Margin % 7.6% 7.5% 11.8% 16.6% 11.0% 10.0% 12.9% 15.2% 15.0% 14.9%



Perpetuity Approach Bull Base Bear
PV Stage 1 CF $7,109 $6,438 $5,056
PV of Terminal Value $61,972 $54,390 $34,374
Implied Share Price $302 $257 $141
Implied Upside vs. Current 50% 27% -30%

Exit EBITDA Approach Bull Base Bear
PV Stage 1 CF $7,109 $6,438 $5,056
PV of Terminal Value $68,145 $56,852 $39,506
Implied Share Price $336 $271 $169
Implied Upside vs. Current 66% 34% -16%

75/25 Blended Approach Bull Base Bear
Implied Share Price $327 $265 $158
Implied Upside vs. Current 62% 31% -22%
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Valuation (cont.)

Our base case projects ~31% upside to current share price, based on a blended 
approach combining DCF and Exit EBITDA methods.
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Bull Case Base Case Bear Case

’24 to ’27E: 
~7% CAGRs 

for R&DS 
and T&AS, 
~2% CAGR 
for CS&MS

’24 to ’27E: 
~6% CAGRs 

for R&DS 
and T&AS, 
~1% CAGR 
for CS&MS

’24 to ’27E: 
~3% CAGRs 

for R&DS 
and T&AS; 

CS&MS 
declines -1% 

per year

Gross profit 
margins 

contract in 
2025, 

remain flat 
2026-2027

Moderate 
margin 

expansion in 
2025, 

stronger in 
2026-2027

Consistently 
strong 
margin 

expansion

16x EV/LTM 
EBITDA. ~3 
turns below 
7yr historical 

average.

18x EV/LTM 
EBITDA. ~1 
turn below 

7yr historical 
average.

14x EV/LTM 
EBITDA. ~5 
turns below 
7yr historical 

average.

Market data as of Friday, November 22
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Other key assumptions: Terminal growth rate is 4% 
for bear case, 4.5% for base/bull. 8.9% WACC 
(discount rate) used throughout. Debt is assumed 
consistent throughout (slight de-leveraging).
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Risks & Mitigation

➢ Mission-critical services, backed by contracts
➢ Scale an advantage vs. competitors
➢ Growth opportunities beyond life sciences

➢ Idiosyncratic, company-specific risks that are generally 
absorbable on a quarterly basis; depth of relationships with 
company management

➢ Impact on IQVIA and competitors

Life sciences industry & 
high macro sensitivity

Continued delay of trials 
due to cost-cutting 
measures

Pricing pressure and 
increasing tech 
competition

➢ Integrability of product offerings
➢ Access to specialized healthcare expertise
➢ Regulatory complexity in healthcare industry 

We believe IQVIA is well-positioned if these headwinds come to pass

➢ Refinanced $2.75bn of near-term maturities in late 2023, 
effectively extending maturities to 2029 and 2031 at average 
fixed rate below 4.9 percent after swaps.

➢ Over 80% debt at fixed interest rates

Debt management and 
capital flexibility
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Appendix
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Share Price History and EV/LTM EBITDA Multiple

Market data as of Friday, November 22, 2024.
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Average EV/EBITDA multiples for the last five- and seven-year periods are 19.7x and 
19.3x, respectively
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Overview of Executive Committee

Source: IQVIA website

Ari Bousbib 
(Chairman, CEO)

• Chairman/CEO of IMS Health from 2010-2016, then CEO of IQVIA
• Prior to IMS, 14 years in executive leadership at United Technologies 

Corporation (aerospace, defense, building systems company)

Ronald E. 
Bruehlman (Exec 

VP, CFO)

IQVIA has stable leadership at the top

W. Richard Staub, 
III (President, 

R&D Solutions)

Kevin C. Knightly 
(President, Corporate 
Strategy & Enterprise 

Networks)

Eric Sherbet (Exec 
VP, General 

Counsel)

Age: 63
Tenure: 8yrs IQVIA + 

6yrs IMS Health

• Became CFO in 2020
• Worked with Bousbib at UTC prior to joining IMS Health

Age: 63
Tenure: 8yrs IQVIA + 

6yrs IMS Health

• President of R&DS segment since IQVIA merger
• Longtime pharma industry professional

Age: 62
Tenure: 8yrs IQVIA + 

3yrs Quintiles

• President of Corporate Strategy & Enterprise Networks since 2022
• Several roles within organization, including President, Tech & 

Commercial Solutions for IQVIA; Senior VP for Info Offerings at IMS

Age: 64
Tenure: 8yrs IQVIA + 

9yrs IMS Health

• GC & Secretary since 2018
• Prior, GC & Secretary at Patheon, Inventiv Health

Age: 60
Tenure: 6yrs IQVIA
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Board of Directors

Source: IQVIA website

Ari Bousbib 
(Chairman, CEO)

• CEO since 2016. Prior, CEO of IMS from 2010 until merger with Quintiles. Prior to IMS, held several 
senior positions at United Technologies Corporation (UTC)

• Also serves on board for Home Depot, Harvard Medical School Health Care Policy Council

Carol J. Burt 
(Director)

• On board since 2019. Chairs the Leadership Development and Compensation Committee, member 
of Audit Committee

• Healthcare investment professional: Burt-Hilliard Investments, Consonance Capital Partners, 
JPMorgan Chase. Also held an executive role at WellPoint, Inc. (now Anthem, Inc.)

Board comprised of thought leaders across the healthcare and financial landscapes.

John P. 
Connaughton 

(Director)

• On board since 2016. Member of Leadership Development and Compensation Committee. 
Previously a board director for Quintiles.

• Healthcare investment professional, most notably at Bain Capital

John G. Danhaki 
(Director)

• On board since 2016. Member of Nominating and Governance and the Leadership Development 
and Compensation Committees. Previously a board director of IMS Health.

• Healthcare investment professional, most notably at Leonard Green & Partners

James A. Fasano 
(Director)

• On board since 2016. Chair of Audit Committee. Previously a board director of IMS Health. 
• Investment professional, most notably as managing director for Canada Pension Plan Investment 

Board
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Board of Directors (cont.)

Source: IQVIA website

Colleen Goggins 
(Director)

• On board since 2017. Chairs the Nominating and Governance Committee, member of Audit 
Committee. Leads sustainability oversight for the board. 

• Healthcare industry professional. Notable roles at Johnson & Johnson, among other board 
positions.

John M. Leonard 
(Director)

• On board since 2016. Leader Director for the board. Member of Audit and Nominating and 
Governance Committees. Previously a board director for Quintiles

• Healthcare industry professional. Notable roles at Intellia Therapeutics, AbbVie, Abbott 
Laboratories

Leslie Wims 
Morris (Director)

• On board since 2022. Member of Nominating and Governance Committee
• Finance professional. Has held several senior-level positions within JPMorgan (currently President 

of Private Label Captive Finance) and serves on investment committee

Todd B. Sisistsky 
(Director)

• On board since 2016. Member of Nominating and Governance Committee and Leadership 
Development and Compensation Committee. Previously a board director of IMS Health

• Healthcare investment professional, currently at TPG 

Sheila A. Stamps 
(Director)

• On board since 2022. Member of Audit Committee. 
• Finance and investment professional. Roles include DBI, NYS Common Retirement Fund, New York 

State Insurance Fund

Board comprised of thought leaders across the healthcare and financial landscapes.
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IQVIA’s Heritage

IMS Health, established in 1954, spearheaded healthcare data analytics while 
Quintiles, founded in 1982, specialized in clinical trials and research services. In 2016, 
a strategic union brought together the data-driven insights of IMS Health and the 
clinical research excellence of Quintiles

Source: IQVIA website
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The Drug Development Process is Long, Expensive, Complex

Pharma services companies like IQVIA provide essential outsourcing support across 
the full spectrum of drug development and commercialization, increasing overall 
efficiency of the process.

Source: Houlihan Lokey, “Pharma Services Sector Spotlight Spring 2024”
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Outlook Across Therapeutic Types

Cell and gene therapies have differing spending outlook and large uncertainties while 
RNA therapies have the largest potential

Source: IQVIA, “Global Use of Medicines 2024: Outlook to 2028”

• While the expectations vary by type of drug within these next-generation biotherapeutics, generally the expectation is that spending will 
rise from the current $10Bn globally to approximately $33Bn by 2028, with more of the spending in cell and RNA therapies and slightly less 
for gene therapies.

• The continued flow of new therapies of all three types, combined with relatively slow uptake of approved drugs, are market characteristics 
that are expected to continue. These products will see market access limitations across geographies, with spending and usage mostly 
limited to major developed markets.

• Lower uptake, likely due to more limited reimbursement, could result in lower levels or delayed usage and spending and result in more 
risk-sharing agreements, outcomes-based contracts or other negotiated price concessions.
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Global Biotech Spending & Growth

Global biotech spending is set to exceed $890Bn by 2028, with growth slowing to 9.5–
12.5% due to the impact of biosimilars

• Global spending on biotech drugs — those created through recombinant DNA technology — expected to reach $892Bn by 2028, about 39% 
of global medicine spending.

• Spending for biotech drugs will include $20–24Bn by 2028 from cell and gene therapies, which currently represent approximately $6Bn and 
are expected to grow predominately from wider use, especially in developed markets.

• Biotech drugs will see a 77% aggregate increase over five years with a 9.5–12.5% CAGR through 2028, adding $389Bn globally.

Source: IQVIA, “Global Use of Medicines 2024: Outlook to 2028”



26

Current Growth Outlook vs. Pre-COVID Outlook

Global market growth will significantly exceed the pre-pandemic outlook even as 
COVID-19 vaccine and therapeutic usage declines

• The higher growth in 2023 driven by non-COVID-19 therapies is expected to continue, raising the five-year outlook by 2%.
• Including updated estimates, the five-year CAGR to 2028 is expected to be 5-8% compared to 3–6% prior to the pandemic and driven 

predominantly by higher projections for non-COVID-19 spending.

Source: IQVIA, “Global Use of Medicines 2024: Outlook to 2028”
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Public Pharma Tech & Services Operating Metrics

IQVIA and competitors are less richly valued relative to other categories of pharma 
tech

Source: Harris Williams, “Outsourced Pharma Services & Pharma Tech Sector Brief“ / S&P Capital IQ

IQVIA stands out vs. most 
companies in this landscape 
through scale
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Public Pharma Tech & Services Operating Metrics (cont.)

CROs like IQVIA represent an attractive segment of the pharma services market 

Source: Houlihan Lokey, “Pharma Services Sector Spotlight Spring 2024”
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