
128
96
80
64
48
40
32
24

16
12

Percent
shares
traded

18
12
6

Target Price Range
2017 2018 2019

MERCK & CO. NYSE-MRK 59.28 17.1 16.8
12.0 0.97 3.0%

TIMELINESS 3 Raised 11/29/13

SAFETY 1 Raised 4/15/11

TECHNICAL 3 Raised 10/10/14
BETA .80 (1.00 = Market)

2017-19 PROJECTIONS
Ann’l Total

Price Gain Return
High 65 (+10%) 5%
Low 50 (-15%) Nil
Insider Decisions

N D J F M A M J J
to Buy 0 0 0 0 0 0 0 0 0
Options 1 0 1 9 0 5 2 4 3
to Sell 0 0 0 11 0 4 6 4 4
Institutional Decisions

4Q2013 1Q2014 2Q2014
to Buy 733 683 685
to Sell 693 748 719
Hld’s(000)217051121727242151143

High: 63.5 49.3 35.4 46.4 61.6 61.2 38.4 41.6 37.9 48.0 50.4 61.3
Low: 40.6 25.6 25.5 31.8 42.3 22.8 20.0 30.7 29.5 36.9 40.8 49.3

% TOT. RETURN 9/14
THIS VL ARITH.*

STOCK INDEX
1 yr. 28.5 9.5
3 yr. 102.8 84.2
5 yr. 128.5 104.4

CAPITAL STRUCTURE as of 6/30/14
Total Debt $23067 mill. Due in 5 Yrs $8417 mill.
LT Debt $18590 mill. LT Interest $800 mill.

(28% of Cap’l)

Pension Assets-12/13 $17.4 bill. Oblig. $16.1 bill.

Pfd Stock None

Common Stock 2,884,632,033 shs.
as of 7/31/14

MARKET CAP: $171 billion (Large Cap)
CURRENT POSITION 2012 2013 6/30/14

($MILL.)
Cash Assets 16141 17486 13395
Receivables 7672 7184 7022
Inventory (LIFO) 6535 6226 6136
Other 4509 4789 7034
Current Assets 34857 35685 33587
Accts Payable 1753 2274 2326
Debt Due 4315 4521 4477
Other 12280 11073 11125
Current Liab. 18348 17868 17928

ANNUAL RATES Past Past Est’d ’11-’13
of change (per sh) 10 Yrs. 5 Yrs. to ’17-’19
Sales -1.5% 7.0% Nil
‘‘Cash Flow’’ 5.0% 12.0% 1.0%
Earnings 2.0% 7.5% 3.0%
Dividends 1.5% 1.5% 2.5%
Book Value 9.0% 15.5% 1.5%

Cal- Full
endar Year

QUARTERLY SALES ($ mill.)
Mar.31 Jun.30 Sep.30 Dec.31

2011 11580 12151 12022 12294 48047
2012 11731 12311 11488 11738 47268
2013 10671 11010 11032 11320 44033
2014 10264 10934 10600 10702 42500
2015 10000 10300 10200 10500 41000
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2011 .92 .95 .94 .97 3.77
2012 .99 1.05 .95 .83 3.82
2013 .85 .84 .92 .88 3.49
2014 .88 .85 .89 .88 3.50
2015 .85 .85 .95 .95 3.60
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2010 .38 .38 .38 .38 1.52
2011 .38 .38 .38 .38 1.52
2012 .42 .42 .42 .42 1.68
2013 .43 .43 .43 .43 1.72
2014 .44 .44 .44

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
11.40 14.05 17.49 20.99 23.07 10.12 10.39 10.09 10.44 11.14 11.32 8.82 14.92 15.80
2.65 3.02 3.51 3.85 3.85 3.56 3.29 3.34 3.59 2.42 4.48 3.21 5.87 6.29
2.15 2.45 2.90 3.14 3.14 2.92 2.61 2.53 2.52 1.49 3.64 3.25 3.42 3.77
.95 1.10 1.21 1.37 1.41 1.45 1.49 1.52 1.52 1.52 1.52 1.52 1.52 1.52
.84 1.10 1.18 1.20 1.06 .86 .78 .64 .45 .47 .62 .47 .54 .57

5.42 5.69 6.43 7.06 8.11 7.01 7.83 8.21 8.10 8.37 8.90 19.00 17.64 17.93
2360.5 2329.1 2307.6 2272.7 2245.0 2221.8 2208.6 2181.9 2167.8 2172.5 2107.7 3108.2 3082.1 3040.8

30.0 29.8 25.6 22.7 17.3 18.2 16.2 12.1 15.2 34.1 10.2 9.1 10.5 9.1
1.56 1.70 1.66 1.16 .94 1.04 .86 .64 .82 1.81 .61 .61 .67 .57

1.5% 1.5% 1.6% 1.9% 2.6% 2.7% 3.5% 5.0% 4.0% 3.0% 4.1% 5.1% 4.2% 4.4%

22939 22012 22636 24198 23850 27428 45987 48047
35.2% 35.2% 32.9% 31.4% 48.5% 24.1% 23.3% 32.4%
1450.7 1708.1 2268.4 1988.0 1631.2 2576.0 7381.0 7427.0
5813.4 5575.8 5513.0 3275.4 7808.4 7409.3 10715 11697
27.1% 29.1% 29.9% 2.8% 20.4% 20.0% 20.0% 23.4%
25.3% 25.3% 24.4% 13.5% 32.7% 27.0% 23.3% 24.3%
1731.1 7745.8 2507.5 2787.2 4986.2 12678 13423 16936
4691.5 5125.6 5551.0 3915.8 3943.3 16075 15482 15525
17288 17917 17560 18185 18758 59058 54376 54517
26.9% 24.9% 24.5% 15.5% 34.8% 10.1% 15.8% 17.2%
33.6% 31.1% 31.4% 18.0% 41.6% 12.5% 19.7% 21.5%
14.5% 12.4% 12.5% NMF 24.1% 7.1% 11.0% 12.9%

57% 60% 60% 101% 42% 43% 44% 40%

2012 2013 2014 2015 © VALUE LINE PUB. LLC 17-19
15.62 15.04 14.65 14.40 Sales per sh 15.35
6.19 5.95 5.75 5.80 ‘‘Cash Flow’’ per sh 6.55
3.82 3.49 3.50 3.60 Earnings per sh A 4.40
1.68 1.72 1.76 1.80 Div’ds Decl’d per sh B■ 1.92
.65 .53 .55 .55 Cap’l Spending per sh .70

17.52 17.00 17.25 17.55 Book Value per sh 18.95
3026.6 2927.5 2900.0 2850.0 Common Shs Outst’g C 2800.0

10.8 13.3 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 13.0
.69 .75 Relative P/E Ratio .80

4.1% 3.7% Avg Ann’l Div’d Yield 3.4%

47267 44033 42500 41000 Sales ($mill) 43000
32.9% 31.6% 32.0% 34.0% Operating Margin 35.0%
6978.0 6988.0 6500 6300 Depreciation ($mill) 6000
11743 10443 10150 10260 Net Profit ($mill) 12320
23.8% 21.7% 25.0% 25.0% Income Tax Rate 25.0%
24.8% 23.7% 23.9% 25.0% Net Profit Margin 28.5%
16509 17817 20000 21000 Working Cap’l ($mill) 22000
16254 20539 19000 18000 Long-Term Debt ($mill) 15000
53020 49765 50000 50000 Shr. Equity ($mill) 53000
17.4% 15.4% 15.5% 15.5% Return on Total Cap’l 18.5%
22.1% 21.0% 20.5% 20.5% Return on Shr. Equity 23.0%
12.5% 10.6% 10.0% 10.5% Retained to Com Eq 13.0%

44% 49% 50% 50% All Div’ds to Net Prof 44%

Company’s Financial Strength A++
Stock’s Price Stability 90
Price Growth Persistence 60
Earnings Predictability 75

(A) Based on avg. shares outstanding through
1997, diluted thereafter. Quarters may not sum
due to rounding. Excludes nonrecurring gains
(losses): ’98, 1¢; ’05, (43¢); ’06, (13¢); ’09,

$2.40; ’10, ($3.16); ’11, ($1.75); ’12, ($1.66);
’13, ($2.02). Next egs. report due late October.
(B) Dividends historically paid in early January,
April, July, and October. ■ Dividend reinvest-

ment plan available.
(C) In millions.

BUSINESS: Merck & Co., Inc. is a global health care company that
delivers innovative health solutions through its prescription medi-
cines, vaccines, biologic therapies, animal health, and consumer
care products. Operations comprised of four operating segments:
Pharmaceutical, Animal Health, Consumer Care, and Alliances.
Top-grossing products in 2013: Januvia (diabetes), Zetia

(cholesterol) and Remicade (arthritis). Acquired Schering-Plough,
11/09. Has 76,000 employees. BlackRock owns 7.0% of common
stock; Capital World, 5.8%; Wellington, 5.3%; Off/dirs., less than
1%. (4/14 proxy). Chrmn.: Richard T. Clark; CEO: Kenneth Frazier.
Inc.: NJ. Addr.: One Merck Dr., P.O. Box 100, Whitehouse Station,
NJ 08889. Tel.: 908-423-1000. Internet: www.merck.com.

We are maintaining our 2014 es-
timates for Merck & Co. The New
Jersey-based drugmaker reported second-
quarter earnings of $0.85 a share, out-
performing consensus (and our) expecta-
tions of $0.80. The beat was driven by bet-
ter revenue growth and continued cost
control. Although total sales declined 1%
year over year to $10.9 billion, the figure
was comfortably ahead of our $10.6 billion
target, as stronger gains in the company’s
core franchises helped to offset generic
competition and declines in Hep-C drugs.
Following the release, management raised
the lower end of its 2014 bottom-line guid-
ance, from a range of $3.35-$3.53 to $3.43-
$3.53. We are leaving our full-year es-
timate unchanged at $3.50 a share. Merck
is scheduled to release its third-quarter re-
sults on October 27th.
Momentum in several core franchises
should help to lighten the generic im-
pact, but losses are still likely in the
near term. In our view, recent patent
losses on Temodar (sales -58% in Q2) and
Nasonex (-21%), coupled with increased
competition on the hepatitis franchise, is
likely to weigh on top-line comparisons

over the next several quarters. That said,
we expect to see some improvement during
the 2015-2016 timeframe, and possibly a
trend reversal, as generic pressures abate
and newer products begin to take form.
Encouragingly, Merck’s top 5-grossing
franchises each posted sales growth in the
second quarter; Januvia/Janumet (+2%),
Zetia/Vytorin (+6%), Remicade (+15%),
Isentress (+10%), and Gardasil (+7%).
Moreover, the pipeline appears well
stocked with several attractive late-stage
assets, a few of which have the potential to
be immediate contributors.
The stock maintains an Average (3)
rank for Timeliness. In our view, these
shares represent a quality core holding for
investors seeking drug exposure. Merck
possesses superior marks for Safety (1)
and Financial Strength (A++), to go along
with an attractive 3.0% dividend yield.
That said, the equity’s strong performance
of late appears to have diminished near-
term share appreciation potential, to a de-
gree. Merck’s stock has increased nearly
20% year to date and is currently trading
right around its 52-week high.
Michael Ratty October 10, 2014

LEGENDS
8.0 x ″Cash Flow″ p sh. . . . Relative Price Strength

Options: Yes
Shaded area indicates recession
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