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Company Profile: Vertex Pharmaceuticals is a global biotechnology company based in Boston, 
Massachusetts. Founded in 1989, Vertex is now a leader in the biotechnology industry and has developed 
several highly successful drugs with a specialization in the treatment of Cystic Fibrosis, or CF. Vertex is 
established as a market leader for Cystic Fibrosis treatment, and is now in the process of developing drugs for 
Sickle Cell  Disease, Type 1 Diabetes, and other viral diseases while still expanding existing CF treatments. 

Stock Performance - Vertex vs S&P 500
52 Week High: $242.99
52 Week Low: $176.36
Beta (5y Monthly): 0.60 
52 Week Change: -16.19%
S&P 52 Week Change: 29.73%   

We recommend a BUY rating for Vertex Pharmaceuticals due to the 
Company’s promising catalog of drugs for the treatment of Cystic 
Fibrosis, no debt obligations, and aggressive growth of their newest 
drug, Trikafta. 
Drivers of Thesis:
Vertex is the market leader for treating Cystic Fibrosis and their new 
drug, Trikafta, is a transformational advancement in the treatment 
of CF. The company’s revenue has increased dramatically as a 
result of the drug’s launch and is currently developing new drugs to 
treat Kidney Disease, Sickle Cell Disease, and more. 
Low debt obligations
Vertex has very low debt obligations and a consistently growing free cash 
flow to fund future projects. 
Risks of thesis:
Competitors entering the CF market 
Abbvie has began developing a Cystic Fibrosis Drug to enter the CF 
market. The drug uses a similar compound to Vertex’s main drugs, 
however the drug is currently is the early phases of approval.

5 year performance VRTX vs S&P 500
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EXECUTIVE SUMMARY

ECONOMIC ANALYSIS

COVID 19

On March 11 of 2020, COVID 19 was declared a 
pandemic by the World Health Organization. Over the 
course of the last 20 months there have been over 47 
million cases of the novel virus in the United States 
with 763,000 deaths and a 6.5% positivity rate 
associated with the disease. The pandemic had a 
jarring effect on the world’s social and economic 
environment and has caused several changes in the 
way people and corporations engage with each other 
and how they engage with the economy. Within months 
of the virus landing in the US, the DJIA fell more than 
40% in value and almost a tenth of the population filed 
for unemployment.  (1)

As the virus spread, healthcare and pharmaceutical 
companies were engaged by the federal government to 
mobilize their resources and mitigate the effects that 
the virus had on the general population. Healthcare 
infrastructure was strengthened through stimulus fund 
distribution and leading pharmaceutical companies, 
namely biotech companies such as Moderna and 
Pfizer, were supported through government programs 
such as Operation Warp Speed. 

Vertex pharmaceuticals is a global biotechnology 
company based in Boston, Massachusetts. Vertex was 
founded in 1989 and is now a leading biotechnology 
company that specializes in the research, development, 
and manufacturing of Cystic Fibrosis (CF) drugs. Vertex 
is a market leader in the sub-industry of CF treatments 
within biotech, and after several product launches and 
establishing dominance in the CF drug space, Vertex 
has drugs in the pipeline that treat other illnesses and 
diseases such as Sickle Cell Disease, Kidney Disease, 
chronic pain, and other viral diseases. 

Due to the historical success of Vertex’s CF drugs, 
ongoing successful product launches into domestic and 
foreign markets, the company’s minimal-debt capital 
structure and Vertex’s promising catalog of drugs being 
commercialized in the near future, we recommend a 
BUY rating for Vertex. 

COVID 19 and the subsequent economic downturn has 
had a substantial impact on the operations and 
profitability of companies in the healthcare industry. 
Specifically, biotechnology companies have experienced 
intense volatility in their operations due to the growing 
demand for the development of COVID vaccines, supply 
chain disruptions, and an overall increase in consumer 
concern with healthcare since the onset of the 
pandemic. 

DEMOGRAPHICS

Demographics are a significant indicator for the 
healthcare industry, as several trends in US healthcare 
spending can be tied to age, gender, health status, 
income, and ethnicity. Age and income specifically 
dictates much of healthcare spending in the USA, as 
high income and older populations spend significantly 
more on healthcare than younger, lower income 
populations. (Chalise) 

Insured populations are much more likely to get the 
medical attention they need, as out of pocket costs for 
healthcare are typically too high for the average person 
to afford, especially in specialized fields of medicine 
and more recent COVID complications. 

According to the latest Census report, in 2020, 8.6% of 
people did not have any health insurance, while 91% of 
people have full or partial health insurance. (2)

Medicare and Medicaid are federal programs that 
provide health insurance to the disabled, elderly, and 
people who have lower income. Currently, 1 in 3 
Americans is covered by either Medicare or Medicaid, 
making the government a very large customer of 
medicines and treatments.   (4)

A largely insured population is beneficial to the 
economy and the healthcare industry, as more people 
can securely seek out medical attention and continue 
to contribute to the economy. 

REAL GDP

Real Gross Domestic Product is the value of goods and 
services produced by an economy, adjusted for 
inflation. Real GDP reflects the overall health and 
performance of an economy, and increases in GDP are 
linked to increased healthcare spending. Real GDP 
significantly dropped in the first quarters of 2020 due 
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to the COVID 19 pandemic, however it strongly 
rebounded in the following quarter and is reaching 
previous levels of growth. In Quarter 2 of 2020 Real 
GDP dropped 31%, and in quarter 3 increased by 33%.

Healthcare accounts for 18% of the US GDP, and there 
is a direct correlation between growth in the GDP and 
healthcare spending. There has been a steady 
increase in healthcare’s growth in relation to GDP 
since 1960, and it is projected to continue gaining 
momentum as more people continue turning
to more medical services.

Source: Statista  (3)

HEALTHCARE EXPENDITURES IN THE USA

Healthcare expenditures per capita have been 
consistently growing since the 1960’s. Year over 
year, per capita expenses have consistently grown 
between 6-10% in the last 30 years, indicating that 
healthcare is becoming increasingly important to 
American consumers. 

Source: Statista (5)

POLITICAL CLIMATE

Healthcare matters are a top voting issue for most 
Americans and the need for healthcare reform is a 
view shared across the political spectrum. However, 
both parties have widely different methods of lowering 
healthcare costs and improving the quality of services 
and products. 

Every election cycle, healthcare companies brace for 
the potential changes in healthcare policy. President 
Joe Biden proposed measures that could help and 
hurt the profitability and growth of pharmaceutical 
companies, in that he would both increase corporate 
tax rates, and allocate more funds to healthcare and 
relief for those needing medical attention.

Increasing the corporate tax rates from 21% to 28% 
would decrease profits for participants of the 
healthcare industry, though the additional funding 
would also catalyze the development of key projects 
that could generate more revenue. 

US Healthcare spending outweighs the averages of 
other countries greatly. National Healthcare 
Expenditure, or NHE is projected to reach $6.2 
trillion by 2028, which positions the government to 
be a very large customer for major healthcare and 
pharmaceutical companies. (6)



UNEMPLOYMENT

High unemployment rates could indicate lessened 
healthcare spending and overall engagement with the 
healthcare industry from consumers. It is also an 
indicator of the vitality of the economy and whether the 
population has access to funds necessary for 
healthcare expenditures. 
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As COVID cases and hospitalizations have increased 
over the past 20 months, the government has called 
upon major pharmaceutical manufacturers and 
biotech companies to help address the medical 
concerns of the American population, and this 
increased NHE projection could contribute to the 
growth of biotech companies. 

INTEREST RATES

Currently, interest rates in the United States are at a 
historical low. Banks and the government want to 
make their debt attractive to companies looking to 
fuel new projects, so the cost to borrow is very low. 

Pharmaceutical companies typically avoid 
accumulating large sums of debt and finance many of 
their projects through equity. Vertex has no long term 
debt obligations and do not plan on financing any of 
their projects through debt as they have a large sum 
of free cash they have expressed interest in using. 

CPI / INFLATION

Over the course of the pandemic and the recent 
upswing in the economy, wages have increased, 
prices of goods have gone up, and subsequently 
inflation has began to increase significantly. Before 
the pandemic, inflation floated between 1% and 3%, 
with a dip during the onset of the pandemic. 

In recent months, inflation has quickly began growing 
and outpacing typical inflation growth patterns. 
Inflation is now at 6.1% as of November 2021, and it 
is projected to continue growing. Many moving parts 
of the pharmaceutical manufacturing process are 
affected inflation, such as increased logistical 
expenses, wages, and raw materials. If inflation 
continues to increase as it is projected, it is likely that 
costs will increase and the sale price of drugs may 
increase.
 

Source: Statista (7)

CONSUMER CONFIDENCE

Consumer confidence is the measure of the degree of 
optimism consumers have towards the foreseeable 
future regarding their finances and the propensity to 
interact with the market. Major events like the 2008 
crash and the recent pandemic severely damage 
consumer confidence and makes the relationship 
between the market and its’ buyers unstable.

Source: OECD (9)

There was a significant decrease during the onset of 
COVID and during the second wave of COVID 
variants that increased infections and created more 
lockdowns. 

However, consumer confidence bounced back 
sharply during the period of time where lockdowns 
eased and the economy opened back up. For this 
reason, we expect consumer confidence to increase 
sharply once again and regulate alongside the 
projected growth of GDP and lessened 
unemployment. 



A unique aspect of the biotech industry is the patent 
issuance process. If a company is granted a patent 
upon successful approval through the 4 phases, the 
company can take their product to market without 
competition as they have the rights to their compound 
for a number of years. For this reason, many large 
biotech companies derive much of their revenue from a 
handful of drugs, and their catalog of products is 
relatively small. 

COMPETITIVE LANDSCAPE

The competitive landscape for biotech companies in 
the US is a concentrated list of large companies that 
typically operate in different fields of specialized 
medicine. larger companies have products that cater to 
larger parts of the population whereas smaller 
companies are much more specialized.

Companies that can create innovative drugs, secure 
patents and gain FDA approval prove to be the most 
lucrative companies. We believe Abbvie, Amgen, 
Bristol-Myers Squibb, and Gilead are comparable in 
terms of specialization of medicines and developed 
drugs. 

Currently, only Abbvie is a direct competitor in the 
creation of Cystic Fibrosis drugs. Abbvie only had one 
CF drug that is in phase 1/2 of the approval process.

Other private companies around the world create drugs 
that indirectly provide treatment for CF symptoms like 
overproduction of mucus and congestion  related 
difficulties. However, Vertex is the clear market leader 
in treating Cystic Fibrosis and it is projected that Vertex 
will maintain its position as #1 in the market for 
treating CF into the late 2030’s. (17) 

This stronghold on the CF market can be attributed to 
Vertex’s revolutionary drug formula for Symdeco, 
Orkambi and Kalydeco. These three drugs that 
preceded Trikafta in Vertex’;s drug catalog brought 
relief to an otherwise untreated population of over 
100,000 people around the world. The drugs that are 
now being combined into a single more 
comprehensively effective drug, Trikafta, remain 
unchallenged in the market by a successfully 
commercialized drugs and will likely secure Vertex’s 
leadership in the market for years to come. 

Within the healthcare sector is the industry of 
biotechnology. The biotechnology industry includes 
companies that utilize biological compounds and living 
organisms to solve health programs stemming from 
inherited conditions to degenerative diseases. The 
biotechnology , or biotech, industry is mainly comprised 
of companies that focus on agricultural, environmental, 
industrial, or medical applications of biotech sciences. 
The medical applications of biotech will be the focus of 
our analysis. 

Biotech companies pursue the research, development, 
and manufacturing of a drug so they can eventually 
commercialize their drug. This process is dictated by a 
rigid funnel of clinical trials and phases. Once granted 
approval, companies can take their drug to the open 
market and compete with other biotech products.
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Source: Statista *8

Unemployment in the United States has been 
steadily decreasing after reaching record high during 
the onset of COVID 19. Since unemployment highest 
rate in 2020 of 8.1%, the figure has consistently 
dropped every month by an average of .2%, and is 
now at 4.6%. 

Unemployment is projected to level out at an 
average of 4.3% over the next 10 years after fully 
recovering from the effects of COVID in 2023. (8)

INDUSTRY ANALYSIS



COMPARATIVE REVENUE GROWTH

Compared to the other companies, Vertex has had low 
total sales since 2017. This is due to the size 
difference across the 5 companies; The average 
revenue between the 4 comparison companies was 
typically hovered at over 10-15 times the amount that 
Vertex generated in that given period. 

     Source: Yahoo Finance

However, when observing recent growth in revenue 
streams from 2019 to 2021, Vertex is 2nd in terms of 
revenue growth generated. This jump in revenue was 
derived from the company’s new drug, Trikafta, which 
we project will heavily outweigh the revenues generated 
from drugs historically. 

Trikafta generated more sales than all other drugs in 
Vertex’s catalog combined, and we project that 
Trikafta will continue to grow aggressively as it is the 
company’s primary new drug and its ongoing launch 
into domestic and foreign markets is successful. 

Source: Yahoo Finance
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PROFIT / EARNINGS RATIO

The profit to earnings ratio for Vertex is above the 
industry average and above its competitors in the 
market. 

Vertex had a P/E ratio of 18.6 in 2020, whereas the 
industry average was 14.8 when considering similar 
biotech companies. Vertex’s only competitor in the CF 
space ( Abbvie has no drugs for CF on the market yet, 
just in phase ½.) 

Source: Yahoo Finance

Vertex has consistently grown in revenue and 
profitability in the last 8 years, Vertex is able to keep 
operating expenses level with no large volatility and 
use their growing profitability to fund new ventures in 
CF and new treatment markets. 

Profit to earning ratio per company

Source: Nasdaq VRTX earnings & revenue 



CONSUMER CONFIDENCE IN HEALTHCARE

Americans have historically been doubtful of large 
healthcare institutions and pharmaceutical companies 
and trust has typically been low between citizens and 
these market leaders. A 2018 pre-pandemic study by 
NRC health found that consumer confidence in 
healthcare was at an all time low for the few years 
leading up to the pandemic, with the consumer 
confidence in healthcare was rated at 65.5/100. (12)

However, biotechnology has played a pivotal role in the 
world’s return to stability in recent months; So far, 
upwards of 195 million US citizens are fully vaccinated 
and businesses can open back up with less 
restrictions when catering to a vaccinated population. 
Recently the attention surrounding biotechnology 
companies is at a historical high, and confidence in the 
healthcare industry is on the rise as more Americans 
become more dependent on hospital services, mental 
health services, specialized medicine and COVID 
treatments. A recent study by Business Wire 
discovered that physician search is up by an average of 
94% across major cities and that more patients are 
adopting telemedicine as their primary method of 
communicating with their healthcare providers. (13)

INDUSTRY BUSINESS OPERATIONS AND JOBS

US jobs in the pharma and biotech industries remained 
secure both before covid and throughout the 
development of COVID. Due to an increased awareness 
of consumers health and an increased demand for a 
vaccine worldwide, many established pharmaceutical 
companies were engaged by private investors and the 
federal government to mobilize their resources and 
create more treatment options, and subsequently the 
industry’s workers were able to sustain an otherwise 
tumultuous job market. Medical supply chain workers 
were largely impacted by the onset of COVID.

For vertex specifically, the supply chain was not 
affected and business operations remained relatively 
unchanged. Much of the company’s work could be done 
in smaller groups of scientists and bio-engineers and 
the supply chain was modular in nature, allowing the 
company to proactively address different links in the 
supply chain and address any potential barriers to 
normal operation. 

PROFITABILITY

When considering the profitability across the 4 
comparison companies, Vertex consistently 
outperformed other larger biotech industry players. This 
is due to the company’s lean capital structure of 
minimizing debts and costs, but also has to do with the 
size of the companies. Vertex is the smallest company 
in terms of revenue and market capitalization, so the 
company doesn’t have as many overhead costs to 
account for when calculating profit. 

When Abbvie, Gilead, Amgen and BMS experienced a 
dip in their profitability, Vertex was still able to grow 
their profitability in 2020. This is due to the company’s 
supply chain not being disrupted during COVID and 
having ample funds to fall back on during the economic 
downturn.  Additionally, The new drug in their catalog 
Trikafta generated a substantial amount of revenue for 
the company as it was introduced to the market in late 
2019. 

Source: Mergent Online 

SUB-INDUSTRY OF CF TREATMENT

Abbvie is the only major competitor that is in the 
process of creating a Cystic Fibrosis treatment, and the 
drug is currently in Phase 1/2. The market for CF 
treatments is growing as the industry technology 
consistently allows for more compounds to be added to 
a final drug, however Vertex’s drug catalog is widely 
referred to as the standard for CF treatment within the 
network of CF patients, doctors, and researchers. 

PAGE 7
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PORTER’S FIVE FORCES ANALYSIS

Threats of New Entrants (Low): The initial costs to enter 
the biotechnology industry and educate employers on 
successful processes and procedures is extremely 
high. In particular, the process of researching and 
developing a new product line requires a large upfront 
investment and takes multiple years before it produces 
a positive return. 

A company can try to avoid the threat of new entrants 
by investing money into research and development in 
order to create innovative products that are not easily 
replicable. 

Competition in Industry (Moderate): Competition in the 
industry is strong but varies depending on the specific 
product lines a company produces. If a biotechnology 
company produces generic product lines without patent 
protection, they are likely to face high competition in 
the industry. In Vertex’s specific case, they are currently 
focused on Cystic Fibrosis treatments and face low 
competition due to the specialization of their drug 
lines. 

Threat of Substitutes (Low): In the biotechnology 
industry, patent protection minimizes the threat of 
substitutes until the patent expiration date. The threat 
of substitutes can also be minimized with innovative 
products that differentiate yourself from others. (15)

Bargaining Power of Buyers (Moderate): Consumers 
affected by a condition that requires a specific product 
have low bargaining power. Conversely, a consumer that 
has a condition that can be satisfied with multiple 
products has high bargaining power. Companies that 
produce product lines that have few to no substitutes 
are likely to be less affected by the bargaining power of 
buyers than companies with product lines that have 
many substitutes. 

Bargaining Power of Suppliers (Moderate): The 
bargaining power of suppliers is typically low fluctuates 
on how unique a product they offer. Many biotechnology 
companies gather their supplies from the same or 
similar companies, lowering the bargaining power of the 
suppliers. However, companies that require special and 
innovative equipment, tools, and education may face 
higher bargaining power of their suppliers. (15)

RESEARCH & DEVELOPMENT

Biotechnology growth has been somewhat stagnant 
over the past 5 years, but a brighter future is on the 
horizon. Part of the slow growth rate can be partially 
attributed to rising R&D expenses that have risen 
disproportionately to revenue (McGrath, 2021). The 
industry average of R&D spending as a percentage of 
revenue is 22%, which is higher than in years prior. Part 
of this increase is due to increased competition among 
competitors and part is due to companies’ changing 
preferences of investing their additional capital back 
into their company rather than a safer alternative. (19)



Symdeko: We expect Symdeko to experience -20% 
growth over the next two years with continuous declining 
returns. 

Symdeko treats those aged 6+ with the general effects 
of CF. Though Symdeko demonstrated strong revenue 
patterns for the last 10 years, Trikafta, the company's 
newest drug that features three active ingredients, is 
becoming more popular and is absorbing product sales 
from Symdeko.

Kalydeco: We expect Kalydeco to experience -15% 
growth over the next two years with continuous declining 
returns.

 Kalydeco serves a smaller population within the 
number of people globally that are affected by CF. 
Though Kalydeco is utilized for a larger age range (4 
months +), while other drugs are for years 6+, the use 
of the drug is far more targeted to those with specific 
and rare mutations of CF, usually found in kids. Due to 
the patent expiring in 2027, declining growth until 
2027 is expected. 

Orkambi: We expect Orkambi to experience -12% growth 
over the next two years with continuous declining 
returns.

 The active drugs in Orkambi treat a wider subset of the 
market and was leading product sales until last year's 
release of Trikafta. Different countries have regulatory 
standards that accept or reject some of Vertex's 
medicines, and France has cleared the way for the 
expanded use of Orkambi to treat the French CF 
population. However, Trikafta is also approved for 
widespread use and will likely dominate most markets 
it operates in. Due to Orkambi still being new to some 
international markets and it still being used (though 
less frequently) in the United states, we project higher 
returns than Kalydeco and Symdeko, although still 
negative growth rates.  

DRUGS IN THE DEVELOPMENT PIPELINE

Vertex has experienced strong revenue growth over the 
past six years fueled by their Cystic Fibrosis 
treatments. Revenue growth in 2020 and 2021 has 
been driven by TRIKAFTA in particular as it experienced 
820% in 2020. Vertex currently has six drugs in their 
development pipeline, as well as 2 drugs in a 
collaboration development pipeline. (18)
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COMPANY ANALYSIS

BUSINESS PROFILE

Vertex pharmaceuticals is a global biotechnology 
company that develops and manufactures treatments 
for degenerative diseases and chronic illnesses. Vertex 
derives a large proportion of its revenue from the sale 
of pharmaceutical drugs and treatments worldwide. The 
primary focus for Vertex’s research, development and 
manufacturing of drugs has historically been for the 
treatment of Cystic Fibrosis, or CF. Cystic Fibrosis is an 
uncommon inherited disease that affects up to 
100,000 people worldwide, and Vertex has been 
established as the dominant market leader in the 
sub-sector of CF treatment within biotechnology. 
(Healthline) In 2019, Vertex was granted approval for a 
transformative new drug for CF, Trikafta. Trikafta has 
generated more revenue than all of Vertex’s other 
products combined in 2020, and has substantially 
outpaced the growth of typical pharmaceutical product 
launches. 

Currently, Vertex has an additional CF drug in phase 3, 
along with new drugs in phases 1 and 2 that treat 
Sickle Cell Disease, Kidney DIsease, Type 1 Diabetes, 
chronic pain and more. 

PRODUCTS

Trikafta: We expect Trikafta to experience 35% and 25% 
growth in 2021 and 2022 respectively. 

Trikafta was launched and granted FDA approval in late 
2019. Trikafta has quickly become the world's most 
popular Cystic Fibrosis treatment medication due to its 
transformational drug composition, which takes the 
active drugs in the already popular Symdeko, and has 
an added drug, elexacaftor. In just the first year, 
Trikafta has done more in sales than all the other 
treatments that Vertex sells combined. We expect 
these trends to continue until Trikafta hits steady state 
growth in 2026. 



WACC
WACC is a critical element to our valuation model, with multiple variables that have differing effects on our 
DCF/EP model. To calculate the WACC, we had to make several assumptions on the risk free rate, equity risk 
premium, marginal tax rate, and beta. The risk free rate of 1.56% that we chose to utilize is the 10 year treasury 
rate as of 11/16/2021. We chose a 10 year treasury rate due to it having extremely low default risk. The next 
assumption we made in order to calculate our WACC is a beta of 0.96. This beta was calculated by taking the 
average betas of the weekly 2y, 3y, 4y, 5y, and 10y from the Bloomberg terminals. Lastly, our marginal tax rate of 
18.16% was calculated using the most recent tax information provided in Vertex’s 2020 10-K. Taking all of these 
assumptions into account, we calculated a WACC of 6.22%. 

COST OF EQUITY + DEBT
Many of the assumptions in the WACC calculations were also utilized in our cost of equity and debt calculations. 
Our cost of equity was calculated by multiplying beta by the equity risk premium and adding the risk free rate. For 
the equity risk premium, we used the Damodaran forward ERP of 4.93% to get a cost of equity of 6.3%. Cost of 
debt was calculated by multiplying the pre tax cost of debt by one minus the marginal tax rate. Our pre tax cost of 
debt assumption of 2.35% was the YTM on Regeneron’s 10 year corporate bond. Vertex disclosed in their 2020 
10-K they only invest in investment grade bonds and this bond has a Moody’s rating of Baa3 and an S&P rating of 
BBB+, satisfying Vertex’s requirements. Taking these assumptions into account, we calculated an after tax cost of 
debt of 1.93%. 
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Vertex continues to place an emphasis on developing treatments to Cystic Fibrosis in their drug pipeline but is 
also currently developing treatments for sickle cell disease, type 1 diabetes, and kidney diseases. These 
developments leave potential for Vertex to branch out of the Cystic Fibrosis market and reach new consumers. 
(18)

VALUATION ANALYSIS

DDM & DCF/EP MODEL

We generated our stock price estimate using multiple evaluation methods and then utilized the evaluation method 
believed to provide the most accurate stock price estimate. The Dividend Discount Model (DDM) evaluation 
method generated a price estimate of $207. However, Vertex does not currently payout dividends, so we did not 
utilize this model. The DCF/EP model generated a price estimate of $268, which is 46% higher than the current 
stock price. We chose the DCF/EP model as our evaluation method due it providing a more accurate estimate of 
Vertex’s stock price. 
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Revenue Decomposition 



PAGE 12

Income Statement 
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Balance Sheet 
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Balance Sheet 
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Historical Cash Flow Statement 
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Forecasted Cash Flow Statement 
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Common Size Income Statement 
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Common Size Balance Sheet 
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Drivers
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Drivers Continued...
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WACC



DCF/EP & DDM 
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Leases
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Key Management Ratios
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ESOP & Relative P/E
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Share Change



PAGE 27

SENSITIVITY ANALYSIS

Sensitivity Tables
We sensitivity tested a majority of the variables used to calculate our cost of debt, cost of equity, and WACC. 
These sensitivity tables exhibit how an increase or decrease in one variable affects our overall price. These tables 
are also very useful at discovering what assumptions would be unrealistic or unreliable. We discovered that 
changes in variables used to calculate our cost of equity have a greater impact on the equity price change than 
variables used to calculate the cost of debt. 

Risk free rate, beta, and equity risk premium were the three components used to calculate our cost of equity and 
the sensitivity table that included both our equity risk premium and beta was observed to have the largest overall 
increase in our price. Conversely, the table that includes our WACC and CV ROIC was observed to have the largest 
decrease in price. These sensitivity tables can be referenced on page xxx. 
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