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How will CVS Grow Revenue?

-Based on listing prices, spending on prescription pharmaceuticals is projected to rise from $450 

billion in 2016 to $600 billion by 2021.

-CVS earns approximately 45% of its revenue from filling prescriptions, which will allow CVS to 

capitalize from a growing/aging US population.

-An acquisition of Aetna, which is poised to be approved by the DOJ, would mean the addition of 

the USA’s 3rd largest health insurance company into CVS.



Is Aetna a Good Deal?

-CVS has its own Pharmacy Benefits Management system, which negotiates drugs prices with 

pharmaceutical companies and insurers. CVS could incentivize people to pick up prescriptions 

at their store, for a reduced cost if they keep Aetna health insurance.

-Aetna can incentivize the use of CVS walk-in clinics, by guaranteeing a lower price and covering 

that option.

-CVS is spending $145 in cash and .8725 CVS shares ($70 per share), per share of Aetna. This is 

a 38% premium compared to projected P/E ratios.



Industry Outlook

- While still facing competition from historical rivals like Rite Aid and Walgreens, CVS is 
now facing pressure from Walmart and Amazon

- After two failed mergers, Rite Aid  has sold 1900 locations to Walgreens as it struggles to 

find a way to compete against larger pharmacy retailers

- Amazon’s acquisition of PillPack has allowed the tech giant to gain pharmaceutical 

licenses in all 50 states, staging the beginning of Amazon’s entry into healthcare

- Walgreens has acquired the pharmacy patient prescriptions and inventory of 185 Fred’s 

stores, as smaller M&A deals become more mainstream



Multiples Analysis
Forward P/E Ratio

PEG Ratio

PEG Ratio

EV/ Ebitda

           EV/EBITDA 

CVS 7.86X S&P 500 12.3X

Walgreens 10.38X S&P 500 12.3X

Rite Aid 9.12X S&P 500 12.3X

CVS 10.82X S&P 500 17.3X

Walgreens 11.48X S&P 500 17.3X

Rite Aid 64.0X S&P 500 17.3X

CVS .98X S&P 500 1.88X

Walgreens 1.04X S&P 500 1.88X

Rite Aid 16.67X S&P 500 1.88X



Projected Income Statement



Discounted Cash Flow Model


