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MERCK & CO. NYSE-MRK 85.24 17.9 18.9
14.0 1.07 2.6%

TIMELINESS 1 Raised 11/30/18

SAFETY 1 Raised 4/15/11

TECHNICAL 3 Lowered 5/31/19
BETA .95 (1.00 = Market)

2022-24 PROJECTIONS
Ann’l Total

Price Gain Return
High 105 (+25%) 8%
Low 90 (+5%) 4%
Insider Decisions

A S O N D J F M A
to Buy 0 0 0 0 0 0 0 0 0
Options 2 2 1 5 0 0 12 2 0
to Sell 3 2 1 5 0 0 6 2 0
Institutional Decisions

3Q2018 4Q2018 1Q2019
to Buy 856 974 963
to Sell 938 1006 1079
Hld’s(000)196606119598601936403

High: 61.2 38.4 41.6 37.9 48.0 50.4 62.2 63.6 65.5 66.8 80.2 86.5
Low: 22.8 20.0 30.7 29.5 36.9 40.8 49.3 45.7 48.0 53.6 52.8 72.1

% TOT. RETURN 5/19
THIS VL ARITH.*

STOCK INDEX
1 yr. 36.9 -6.7
3 yr. 54.2 24.4
5 yr. 59.8 30.8

CAPITAL STRUCTURE as of 3/31/19
Total Debt $25896 mill. Due in 5 Yrs $13408 mill.
LT Debt $22721 mill. LT Interest $772 mill.

(45% of Cap’l)

Leases, Uncapitalized Annual rentals $188 mill.

Pension Assets-12/18 $18.2 bill. Oblig. $19.7 bill.

Common Stock 2,574,644,410 shs.
as of 4/30/19

MARKET CAP: $219 billion (Large Cap)
CURRENT POSITION 2017 2018 3/31/19

($MILL.)
Cash Assets 8498 8864 8798
Receivables 6873 7071 7608
Inventory (LIFO) 5096 5440 5712
Other 4299 4500 3233
Current Assets 24766 25875 25351
Accts Payable 3102 3318 3018
Debt Due 3057 5308 3175
Other 12455 13580 12350
Current Liab. 18614 22206 18543

ANNUAL RATES Past Past Est’d ’16-’18
of change (per sh) 10 Yrs. 5 Yrs. to ’22-’24
Sales 3.5% -.5% 6.5%
‘‘Cash Flow’’ 5.5% -.5% 5.0%
Earnings 4.5% 2.0% 8.5%
Dividends 2.0% 3.0% 6.0%
Book Value 4.0% -6.5% 2.0%

Cal- Full
endar Year

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

2016 9312 9844 10536 10115 39807
2017 9434 9930 10325 10433 40122
2018 10037 10465 10794 10998 42294
2019 10816 11000 11400 11584 44800
2020 11300 11600 12000 12200 47100
Cal- Full

endar Year
EARNINGS PER SHARE A

Mar.31 Jun.30 Sep.30 Dec.31
2016 .89 .93 1.07 .89 3.78
2017 .88 1.01 1.11 .98 3.98
2018 1.05 1.06 1.19 1.04 4.34
2019 1.22 1.15 1.23 1.15 4.75
2020 1.29 1.31 1.41 1.29 5.30
Cal- Full

endar Year
QUARTERLY DIVIDENDS PAID B■

Mar.31 Jun.30 Sep.30 Dec.31
2015 .45 .45 .45 .45 1.80
2016 .46 .46 .46 .46 1.84
2017 .47 .47 .47 .47 1.88
2018 .48 .48 .48 .48 1.92
2019 .55 .55 .55

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
10.12 10.39 10.09 10.44 11.14 11.32 8.82 14.92 15.80 15.62 15.04 14.88 14.20 14.48
3.56 3.29 3.34 3.59 2.42 4.48 3.21 5.87 6.29 6.19 5.95 5.98 5.96 5.83
2.92 2.61 2.53 2.52 1.49 3.64 3.25 3.42 3.77 3.82 3.49 3.49 3.59 3.78
1.45 1.49 1.52 1.52 1.52 1.52 1.52 1.52 1.52 1.68 1.72 1.76 1.80 1.84
.86 .78 .64 .45 .47 .62 .47 .54 .57 .65 .53 .46 .46 .59

7.01 7.83 8.21 8.10 8.37 8.90 19.00 17.64 17.93 17.52 17.00 17.14 16.06 14.58
2221.8 2208.6 2181.9 2167.8 2172.5 2107.7 3108.2 3082.1 3040.8 3026.6 2927.5 2838.1 2781.1 2748.7

18.2 16.2 12.1 15.2 34.1 10.2 9.1 10.5 9.1 10.8 13.3 16.4 15.8 15.2
1.04 .86 .64 .82 1.81 .61 .61 .67 .57 .69 .75 .86 .80 .80

2.7% 3.5% 5.0% 4.0% 3.0% 4.1% 5.1% 4.2% 4.4% 4.1% 3.7% 3.1% 3.2% 3.2%

27428 45987 48047 47267 44033 42237 39498 39807
24.1% 23.3% 32.4% 32.9% 31.6% 32.4% 33.9% 34.4%
2576.0 7381.0 7427.0 6978.0 6988.0 6691.0 6375.0 5441.0
7409.3 10715 11697 11743 10443 10271 10195 10580
20.0% 20.0% 23.4% 23.8% 21.7% 24.3% 21.7% 22.3%
27.0% 23.3% 24.3% 24.8% 23.7% 24.3% 25.8% 26.6%
12678 13423 16936 16509 17817 14407 10561 13410
16075 15482 15525 16254 20539 18699 23929 24274
59058 54376 54517 53020 49765 48647 44676 40088
10.1% 15.8% 17.2% 17.4% 15.4% 15.8% 15.3% 17.0%
12.5% 19.7% 21.5% 22.1% 21.0% 21.1% 22.8% 26.4%
7.1% 11.0% 12.9% 12.5% 10.6% 10.5% 11.4% 13.6%
43% 44% 40% 44% 49% 50% 50% 48%

2017 2018 2019 2020 © VALUE LINE PUB. LLC 22-24
14.88 16.31 17.70 19.05 Sales per sh 22.15
5.79 6.23 6.45 6.95 ‘‘Cash Flow’’ per sh 8.00
3.98 4.34 4.75 5.30 Earnings per sh A 6.50
1.88 1.92 2.20 2.28 Div’ds Decl’d per sh B■ 2.64
.70 1.01 1.00 1.00 Cap’l Spending per sh 1.00

12.73 10.30 10.45 11.15 Book Value per sh 14.05
2696.6 2592.6 2530.0 2470.0 Common Shs Outst’g C 2350.0

15.6 14.8 Bold figures are
Value Line
estimates

Avg Ann’l P/E Ratio 15.0
.78 .80 Relative P/E Ratio .85

3.0% 3.0% Avg Ann’l Div’d Yield 2.7%

40122 42294 44800 47100 Sales ($mill) 52000
33.8% 32.9% 32.5% 33.0% Operating Margin 35.0%
4637.0 4519.0 4300 4100 Depreciation ($mill) 3500
10981 11625 12020 13090 Net Profit ($mill) 15280
19.1% 19.8% 19.0% 19.0% Income Tax Rate 19.0%
27.4% 27.5% 26.8% 27.8% Net Profit Margin 29.4%
6152.0 3669.0 5000 7000 Working Cap’l ($mill) 10000
21353 19806 20000 19000 Long-Term Debt ($mill) 17000
34336 26701 26500 27500 Shr. Equity ($mill) 33000
20.4% 25.8% 26.5% 29.0% Return on Total Cap’l 31.0%
32.0% 43.5% 45.5% 47.5% Return on Shr. Equity 46.5%
16.9% 24.2% 24.5% 27.0% Retained to Com Eq 27.5%

47% 44% 46% 43% All Div’ds to Net Prof 41%

Company’s Financial Strength A++
Stock’s Price Stability 90
Price Growth Persistence 70
Earnings Predictability 100

(A) Diluted earnings (adjusted). Quarters may
not sum due to rounding. Excludes nonrecur-
ring gains (losses): ’05, (43¢); ’06, (13¢); ’09,
$2.40; ’10, ($3.16); ’11, ($1.75); ’12, ($1.66);

’13, ($2.02); ’14, 58¢; ’15, ($2.03); ’16, ($2.37);
’17, ($3.11); ’18, ($2.02). Next egs. report due
July 30th.
(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, and animal health products,
which it markets directly and through joint ventures. Operations
comprised of four segments: Pharmaceutical, Animal Health, Al-
liances and Healthcare Services. Top-grossing drugs in 2018 in-

cluded Keytruda (cancer), Januvia (diabetes), and Gardasil (HPV).
Acquired Schering-Plough, 11/09. Has 69,000 employees. Officers
and direcotrs own less than 1% of common stock; Vanguard, 7.9%;
BlackRock, 7.5% (4/19 proxy). Chairman and CEO: Kenneth
Frazier. Inc.: NJ. Addr.: 2000 Galloping Hill Road., Kenilworth, NJ
07033. Tel.: 908-740-4000. Internet: www.merck.com.

We have raised our 2019 estimates for
Merck & Co. The drugmaker’s Q1 results
beat consensus expectations on the back of
stronger demand in the Gardasil fran-
chise. The vaccine, used for preventing
cancers associated with HPV, generated a
better-than-anticipated $838 million in
sales (+27% year over year) with much of
the upside coming from higher vaccination
rates in Europe. Continued momentum in
Keytruda (more below) and improved cost
control provided further support to comps.
Altogether, it was a good start to the year
for Merck and management responded by
upping its full-year guidance. It is now
targeting 2019 adjusted earnings of $4.67-
$4.79 a share (previously $4.57-$4.72) on
revenues of $43.9 billion-$45.1 billion (pre-
viously $43.2 billion-$44.7 billion).
Keytruda continues to roll. Merck’s
standout immunotherapy drug pulled in
$2.27 billion in sales during Q1 (+55%
year over year), owing to continued gains
in the non-small cell lung cancer market
(NSCLC) and launches with new indica-
tions. While the tally was a hair below
Wall Street’s lofty $2.33 billion forecast, it
still topped the $1.8 billion brought in by

key rival Opdivo, made by Bristol-Myers
Squibb. Based on total sales, it has become
increasingly clear that Keytruda is the top
dog in the immuno-oncology space, due in
large part to its dominant position in the
NSCLC market. The drug racked up two
additional approvals last month and cur-
rent projections suggest that annual sales
could top $12 billion by 2024.
We have seen increased M&A activity.
The company is targeting small and mid-
sized deals in an effort to expand its oncol-
ogy portfolio beyond Keytruda. Given its
growing reliance (21% of Q1 sales), we
view this as a prudent move for the long
term. Merck agreed to acquire Peloton
Therapeutics in May for $1.1 billion and
Tilos Therapeutics in June for $773 mil-
lion, both makers of cancer treatments.
The stock holds our Highest (1) rank
for Timeliness. Based on our system,
shares of MRK currently represent one of
the more attractive year-ahead growth
plays in the large pharma space. Strong
scores for Safety and Price Stability, cou-
pled with an above-average dividend yield,
enhances the overall investment appeal.
Michael Ratty July 5, 2019

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

Options: Yes
Shaded area indicates recession
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