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Starboard Has Three Ideas To Discuss Today



3Source: Starboard presentation.

Two Years Ago, We Discussed the Value Creation Opportunity at 

Salesforce

Excerpt from Starboard’s 2022 Active-Passive Presentation



4Source: Starboard presentation.

At the Time, We Highlighted Salesforce Lagged Its Peers on the 

Combination of Growth and Profitability

Excerpt from Starboard’s 2022 Active-Passive Presentation
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Over the last few years, Salesforce has significantly expanded operating margins, increasing profitability by more than 1,000bps since FY2023. 

Since Then, Salesforce Has Undergone a Remarkable Transformation to 

Increase Its Operating Margins

Salesforce Adjusted Operating Margin (FY2017-FY2025E)

Source: Company filings, Capital IQ. 

Note: Fiscal Year ends January 31. Prior consensus estimates reflect consensus estimates as of October 17, 2022.

(1) Represents restated FY2017 results reflecting change to accounting standards under ASC 606. (2) Excludes $166 million loss on settlement of Salesforce.org reseller agreement. (3) Represents increases vs. 22.5% (FY2023 Historical).
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16.5% 17.1% 17.8% 17.7%

18.7%
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20.4%
21.6%

23.0%

(1)

(2)

1,000bp+ increase in margins! (3)
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We believe Salesforce can be best-in-class among its Peer Group and operate at or above the Rule of 50.

Source: Company filings, Bloomberg, Capital IQ, Visible Alpha. Note: Rule of 50 score reflects CY2025E revenue growth + CY2025E adjusted operating margin.

(1) MSFT figures reflect estimates for the Productivity and Business Processes segment. (2) Reflects CY2022E CRM estimates from the 2022 Active-Passive Conference.

Starboard has identified ADBE, INTU, MSFT, NOW, ORCL, SAP, and WDAY as the relevant peer set for comparison with CRM. Starboard believes these provide appropriate peer comparison. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other companies had been included.

Revenue Growth + Adj. Operating Margin vs. Peers (CY2025E)

15.1% 11.0% 11.5% 13.7%
20.5%

9.0%
14.1% 11.0%

17.0%

51.2%

46.3% 44.1% 39.9% 30.5%

34.0% 27.3%
27.4%

20.4%

MSFT (PBP) ADBE ORCL INTU NOW CRM WDAY SAP Prior CRM (2)

66.3%

57.3% 55.6% 53.5%
51.0%

43.0% 41.4%
38.4% 37.4%

Adj. 

Operating 

Margins

Revenue 

Growth

Peer Median:  53.5%

The Peer Group now operates 

above the “Rule of  50”(1)

Salesforce is moving up the leaderboard

CRM has improved on the Rule of  50 since the 

2022 Active-Passive Investor Summit

Salesforce Has Made Progress Improving Growth and Profitability
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Over the last two years, Salesforce’s stock price has nearly doubled as investors have appreciated the Company’s focus on improving profitability and 

more shareholder-friendly capital allocation. 

Source: Bloomberg. Note: Represents share prices from October 17, 2022 to October 18, 2024.

Salesforce has created significant shareholder value over the last two years.

Investors Have Rewarded Salesforce for Improving Its Combination of 

Growth and Profitability
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Salesforce is currently trading at a significant discount to the peer group.

We Believe Salesforce’s Current Valuation Is Compelling

We believe Salesforce’s current valuation is compelling.

Source: Capital IQ, Visible Alpha. Market data as of October 18, 2024.

Starboard has identified ADBE, INTU, MSFT, NOW, ORCL, SAP, and WDAY as the relevant peer set for comparison with CRM. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other companies had been included. 

Price / CY2025E Free Cash Flow

21x

38x

29x
28x

25x
23x

CRM ORCL NOW MSFT SAP INTU WDAY ADBE

55x

45x

Peer Median: 29x



9Source: Company materials.

We Believe Salesforce’s Newest Offering, Agentforce, Has the Potential to 

Drive Improved Revenue Growth…
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Salesforce has driven meaningful improvements in sales and marketing and G&A efficiency since FY2023, and we believe it can continue to drive 

incremental efficiencies in these categories.

We believe Salesforce can continue to improve its operational efficiency.

Salesforce Sales & Marketing % of  Sales

Salesforce General & Administrative % of  Sales

Salesforce can continue 

closing the gap to peers on 

S&M efficiency

Source: Company filings, Visible Alpha. (1) Reflects consensus estimates. (2) The Peer Group includes ADBE, INTU, MSFT, NOW, ORCL, SAP, and WDAY and reflects median consensus estimates for the Peer Group in CY2024E.

Starboard has identified ADBE, INTU, MSFT, NOW, ORCL, SAP, and WDAY as the relevant peer set for comparison with CRM. Starboard believes these provide appropriate peer comparison. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other companies had been included.

…And Salesforce Can Continue to Become More Efficient and More 

Profitable

Salesforce can continue 

closing the gap to peers on 

G&A efficiency

36.2%

29.7%

23.8%

FY2023 FY2025E (1) Peer Median (2)

650bps 

improvement 590bps remaining 

opportunity

7.0%

6.3%

5.5%

FY2023 FY2025E (1) Peer Median (2)

70bps 

improvement 80bps remaining 

opportunity
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We believe Salesforce can operate above the Rule of 50 by improving revenue growth and continuing to expand margins.

Source: Company filings, Starboard estimates.

(1) Represents 40% of ~$2.5B available cost reduction opportunity if Salesforce reaches the peer median levels for S&M and G&A spend as % of Sales; calculated using Salesforce FY2025E Revenue Guidance.

Rule of  50 by FY2028 

11% Growth + 

39% Margin

Rule of  50 by FY2028 

9% Growth + 

41% MarginFY2025 Growth + Profit: 

41%

8.6% Growth + 

32.8% Margin

FY2028 

FCF per Share:

$20+

FY2028 

FCF per Share:

$20+

Higher Growth Scenario
11% Revenue CAGR + 

55% Incremental Margins +

$0 incremental cost savings

We believe Salesforce can and should commit to achieving the Rule of  50 by FY2028

Paths to Achieving the Rule of  50

2

Stable Growth Scenario
9% Revenue CAGR + 

60% Incremental Margins + 

$1 billion of incremental cost savings
(Only 40% of savings available relative to reaching 

peer median spending levels) (1)

1

Salesforce Has Multiple Paths to Reaching the Rule of 50 by FY2028
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Salesforce Can Achieve the Rule of 50 by FY2028

We believe Salesforce can operate above the Rule of 50 by improving revenue growth and continuing to expand margins.

Revenue Growth + Adj. Operating Margin vs. Peers (CY2025E)

Salesforce should, at a minimum, 

be in-line with the peer median

15.1% 11.0% 11.5% 13.7%
20.5%

9.0%
14.1% 11.0%

51.2%

46.3% 44.1% 39.9% 30.5%

34.0% 27.3%
27.4%

MSFT (PBP) ADBE ORCL INTU PF CRM NOW CRM WDAY SAP

66.3%

57.3% 55.6% 53.5% 50%+
51.0%

43.0% 41.4%
38.4%

Adj. 

Operating 

Margins

Revenue 

Growth

Peer Median:  53.5%

(1)

Source: Company filings, Bloomberg, Capital IQ, Visible Alpha. Note: Rule of 50 score reflects CY2025E revenue growth + CY2025E adjusted operating margin.

(1) MSFT figures reflect estimates for the Productivity and Business Processes segment.

Starboard has identified ADBE, INTU, MSFT, NOW, ORCL, SAP, and WDAY as the relevant peer set for comparison with CRM. Starboard believes these provide appropriate peer comparison. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other companies had been included.

Salesforce should move up the leaderboard
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If Salesforce can achieve a financial profile that is at least in-line with peer levels, its stock is currently trading at ~14x FY2028 free cash flow.

Salesforce’s Current Valuation Is Compelling, Especially If  the Company 

Can Reach, and Exceed, the Rule of  50

We believe Salesforce can reach the Rule of 50 and generate more than $20 of free cash flow per share in FY2028.

Source: Capital IQ, Visible Alpha. Market data as of October 18, 2024.

Starboard has identified ADBE, INTU, MSFT, NOW, ORCL, SAP, and WDAY as the relevant peer set for comparison with CRM. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other companies had been included. 

Price / CY2025E Free Cash Flow

21x

38x

29x
28x

25x
23x

CRM PF CRM 

@ FY2028

ORCL NOW MSFT SAP INTU WDAY ADBE

~14x

55x

45x

Salesforce at 

the Rule of  50
Peer Median: 29x
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Starboard Has Three Ideas To Discuss Today
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If You Have a Headache, You’re Likely to Take Tylenol

Source: Public company filings and company website.

Tylenol is the leading over-the-counter pain relief medication.
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If You Have Allergies, You’re Likely to Take Zyrtec…

Source: Public company filings and company website.

Zyrtec is one of the leading over-the-counter antihistamines.
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… Or You Might Take Benadryl

Source: Public company filings and company website.

Benadryl  is one of the leading over-the-counter antihistamines.
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If You Have a Minor Cut, You Ask For a BAND-AID…

Source: Public company filings and company website.

BAND-AIDs are the leading wound-care treatment. 
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… And You’re Also Likely to Use Neosporin

Source: Public company filings and company website.

Neosporin is the leading first aid antibiotic.
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When You Think of Mouthwash, You Think of Listerine

Source: Public company filings and company website.

Listerine is the dominant mouthwash brand.
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Neutrogena and Aveeno are Household Skin Care Brands

Source: Public company filings and company website.

Neutrogena and Aveeno are leading skin care brands.
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Collectively, These Are Among the Most Well-Known and Widely-Used 

Consumer Health Brands…

Source: Public company filings and company website.
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… But What You Might Not Know is All of These 

Brands Are Owned By the Same Company



24



25

Kenvue Was Recently Created Through the Spin of Johnson and Johnson’s 

Consumer Health Business

Source: Public company filings.

Kenvue was created in May 2023 as the spin of J&J’s Consumer Health business.

Consumer HealthPharma + MedTech
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We Believe the Separation Had Substantial Merit As Consumer Health Is a 

Fundamentally Different Business From J&J’s Core
Kenvue’s underlying business drivers – principally consumer marketing – are fundamentally different than J&J’s core business.

We believe that Kenvue should perform well as an independent company.

Kenvue vs. J&J Pharma / MedTech

Importance of  Consumer Marketing and Speed of  Innovation

R
e
g

u
la

to
ry

 I
n

te
n

si
ty

Pharma / MedTech

J&J Core Competency

Source: Starboard research. 
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J&J Management Astutely Recognized the Differences Between Consumer 

Health and Its Core Businesses, Leading to Its Separation

Source: Public company transcripts. Quotes bolded and underlined for emphasis.

J&J management recognized the differences between Consumer Health and its core businesses, leading to the separation.

“Now in this particular case, we've seen a significant evolution in these markets, particularly on the 

consumer side, whether it's the innovation being sought by consumers, whether it's the evolving nature of  the 

channels, the distribution, the shift to e-commerce. And as we observe that, and I must say, I think it was 

accelerated quite significantly with COVID-19, where we're seeing greater interest in personal care and taking 

care of  the families. We felt that this, in fact, was the right time to recognize the differences between the

consumer-facing business versus that in our medical device and pharmaceuticals.

What I would reflect on is that we think these have evolved as fundamentally different 

businesses. If  you look at, for example, the rate and pace of  innovation, the level of  science and 

technology involved in pharmaceutical and medical devices. If  you look at the investment required for 

clinical development plans, if  you look at the regulatory pathways, if  you take a look at the 

distribution channels where you shift through intermediaries versus a more business to consumer interface 

that we're seeing on consumer as well as the actual sales and marketing and contracting and working to ensure 

access around the world. These 2 businesses share many more common themes versus our consumer 

business. And we think that it makes strategic sense for these 2 businesses to continue to work together.”

Alex Gorsky

J&J Chairman and CEO

November 2021

J&J Management Commentary
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Consumer Health was not the priority

In Summary, We Believe the Consumer Health Separation Had 

Tremendous Merit and Liberated a Great Business with Amazing Brands

+

Consumer Health is a fundamentally different business from Pharma / 

MedTech
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Consumer Health Made Up a Smaller and Smaller Mix of J&J’s Overall 

Business Over Time

Source: Public company filings.

Consumer Health was the smallest segment within J&J.

21% 

20% 
19% 

19% 

18% 

17% 17% 17% 

16% 
16% 

$14,697 $14,496 $13,507 $13,307 $13,602 $13,853 $13,898 $14,053 $15,035 $14,953 

FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022

Consumer Health Sales as a % of  Total J&J Sales

Sales
($mm)

Consumer 

Health was a 

minority of  the 

overall revenue
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Understanding Kenvue’s Brand Portfolio as a 

Standalone Company
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Kenvue Operates Three Segments With an Impressive Portfolio of Brands 

That Is Impossible to Replicate

Source: Public company filings.

Self  Care Skin Health and Beauty Essential Health
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We Believe Kenvue’s Brands Compare Favorably to Colgate-Palmolive

Source: Public company filings.

We believe Kenvue has a better personal care brand portfolio versus Colgate-Palmolive.

Kenvue Colgate-Palmolive
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We Believe Kenvue’s Brands Compare Favorably to Haleon

Source: Public company filings.

We believe Kenvue has a better personal care brand portfolio versus Haleon.

HaleonKenvue
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We Believe Kenvue’s Brands Compare Favorably to P&G

Source: Public company filings.

We believe Kenvue has a better personal care brand portfolio versus P&G.

P&GKenvue
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We Believe Kenvue’s Brands Compare Favorably to Church & Dwight

Source: Public company filings.

We believe Kenvue has a better personal care brand portfolio versus Church & Dwight.

Church & DwightKenvue
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We Believe Kenvue’s Brands Compare Favorably to Clorox

Source: Public company filings.

We believe Kenvue has a better personal care brand portfolio versus Clorox.

CloroxKenvue
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We Believe Kenvue’s Brands Compare Favorably to Kimberly Clark

Source: Public company filings.

We believe Kenvue has a better personal care brand portfolio versus Kimberly Clark.

Kimberly ClarkKenvue
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We Believe Kenvue Has the Best Brand Portfolio In Its Peer Group

P&G Colgate-Palmolive

Clorox Church & Dwight

Kenvue

Kimberly Clark

Haleon

Source: Public company filings.

Starboard has identified PG, CL, HLN, CLX, CHD, and KMB as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.
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18% 

13% 

10% 

9% 

6% 6% 

5% 

Peer Median: 10% 

Kenvue’s Categories Are Also More Defensible Than Peers With Less 

Threat From Private Label Alternatives

Source: Wall Street research.

Starboard has identified PG, CL, HLN, CLX, CHD, and KMB as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Kenvue is better suited to handle private label threat than its average peer.

Private Label Market Share by Company

Private label has lower share 

in Kenvue’s categories 

relative to peers
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Lastly, Kenvue’s Categories Are Also Supported By Attractive End Markets

Kenvue’s end-markets are supported by structural tailwinds which provide a foundation for LSD to MSD revenue growth.

Source: Public company filings and Wall Street Research.

(1) Represents expected annualized growth 2021 – 2030. (2) Average of smoking cessation and digestive remedies. (3) Average of facial and body care. (4) Average of adult sun care and hair care. 

(5) Represents wound care expected growth rate. 

Kenvue’s end-markets are expected to grow LSD to MSD through 2030.

Expected Sales Growth by Category(1)
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Self  Care Skin Health and Beauty Essential Health
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Given Its Strong Brands in Attractive Categories, 

Where Would You Expect Kenvue Is Valued 

Relative To Its Peers?
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Kenvue Trades at a Valuation Discount to Peers

28x 
27x 27x 

26x 
25x 

24x 23x 

20x 
19x 

18x 

Peer Median: 25x 

P / CY25 Earnings

Source: CapIQ and Bloomberg.  As of October 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain 

degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Lowest valuation 

multiple in peer group 

despite superior 

brand quality!

Diversified HPC Peers Skin Health and Beauty PeersLegend:
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29% 

16% 
14% 

9% 
6% 

5% 

(1%)

(10%)

(15%)

(54%)

Peer Median: 6% 

Kenvue’s Share Price Performance Since Its Spin Has Been Frustrating 

Source: Bloomberg.  (1) Represents TSR from May 4, 2023 to October 18, 2024. Excludes the gain realized from the IPO price to the close on the first trading day.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Total Shareholder Returns Since Kenvue IPO(1)

Diversified HPC Peers Skin Health and Beauty PeersLegend:
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Kenvue Has Great Brands and Its Separation From 

J&J Made Perfect Sense, But Its Share Price Has 

Underperformed Since Its IPO… Why?
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Prior to the Spin, Kenvue Grew Slower Than Its Underlying Markets…

Source: Public company filings.

Prior to the spin, J&J Consumer Health annualized growth was 140bps below the broader market.

4.8% 

3.4% 

Consumer Health
Market

Net Sales Growth CAGR % (2019-22)

~140bps 

BELOW 

industry
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… And Following the Spin, 2023 Growth Missed Expectations… Even 

After Lowering Guidance

Source: Public company filings. (1) Represents the mid-point of guidance.

After the separation, Kenvue missed its organic growth expectations for 2023.

6.00% 

5.75% 

5.00% 

Initial Organic Growth Guidance Revised Organic Growth Guidance Actual Organic Growth

FY2023 Organic Growth vs. Expectations(1)

100bps BELOW initial guidance
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7.2% 

6.7% 

5.5% 

5.1% 

4.0% 

3.7% 
3.5% 

3.4% 3.3% 
3.1% 

Peer Median: 4.0% 

Looking Forward, Kenvue’s Organic Growth Is Expected to Continue 

Lagging Its Peer Group

Source: Bloomberg and CapIQ. Estimates as of October 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Kenvue’s organic growth over the next three years is expected to lag its peers.

CY2023 – CY2026 Organic Growth CAGR %

Diversified HPC Peers Skin Health and Beauty PeersLegend:
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BEI: 27x OR: 27x 

CL: 26x 

HLN: 20x 

CHD: 28x 

EL: 25x 

PG: 24x 

KMB: 19x 

KVUE: 18x 

CLX: 23x 

 15x

 17x

 19x

 21x

 23x

 25x

 27x

 29x

 2.5%  3.0%  3.5%  4.0%  4.5%  5.0%  5.5%  6.0%  6.5%  7.0%  7.5%

Kenvue trades at a steep discount to its peers – even accounting for its growth profile.

Source: Capital IQ., and Wall Street Research. Market data as of October, 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is 

a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Still, Even Accounting for Kenvue’s Lower Growth Outlook, the 

Company’s Valuation Discount Appears Excessive…

P / CY25 EPS vs. Sales CAGR % (2023 – 2026)

Home & Personal Care Peers

Skin Health and Beauty Peers

Legend:
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We believe improving consistency and credibility should provide meaningful upside.

… Which We Believe Presents an Opportunity as the Company’s Renewed 

Focus Should Result In More Consistency and Credibility…

Opportunity 

as credibility 

improves…

BEI: 27x OR: 27x 

CL: 26x 

HLN: 20x 

CHD: 28x 

EL: 25x 

PG: 24x 

KMB: 19x 

KVUE: 18x 

CLX: 23x 

 15x

 17x

 19x

 21x

 23x

 25x

 27x

 29x

 2.5%  3.0%  3.5%  4.0%  4.5%  5.0%  5.5%  6.0%  6.5%  7.0%  7.5%

P / CY25 EPS vs. Sales CAGR % (2023 – 2026)

Home & Personal Care Peers

Skin Health and Beauty Peers

Legend:

Source: Capital IQ., and Wall Street Research. Market data as of October, 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is 

a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.
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Opportunity 

as credibility 

improves…

Further, we believe heightened focused should drive improved execution and higher growth. 

… With Even Greater Upside Potential as Increased Focus Translates Into 

Better Execution

Diversified HPC Peers

Skin Health and Beauty Peers

Legend:

Opportunity if  

execution improves

P / CY25 EPS vs. Sales CAGR % (2023 – 2026)

BEI: 27x OR: 27x 

CL: 26x 

HLN: 20x 

CHD: 28x 

EL: 25x 

PG: 24x 

KMB: 19x 

KVUE: 18x 

CLX: 23x 

 15x

 17x

 19x

 21x

 23x

 25x

 27x

 29x

 2.5%  3.0%  3.5%  4.0%  4.5%  5.0%  5.5%  6.0%  6.5%  7.0%  7.5%

Source: Capital IQ., and Wall Street Research. Market data as of October, 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is 

a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.
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Although Kenvue’s Consolidated Growth Has 

Fallen Short, Individual Segment Performance Has 

Varied
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Kenvue’s Self Care Segment Has Performed Extremely Well

Source: Public company transcripts. Quotes bolded and underlined for emphasis.

“Self  Care delivered another banner year of  8.4% organic growth, sustaining the momentum we have 

built over the past several years, resulting, once again, in strong revenue growth and share gain.”

Thibaut Mongon (Kenvue CEO)

February 2024
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The Essential Health Segment Also Performed Well in 2023

Source: Public company transcripts. Quotes bolded and underlined for emphasis.

“Essential Health grew ahead of  our long-term expectations with 3.6% organic growth, while 

continuing to execute our strategy to drive gross margin enhancement through successful value realization and 

premiumization initiatives.”

Thibaut Mongon (Kenvue CEO)

February 2024
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The Problem / Opportunity Lies in Skin Health and Beauty

Source: Public company transcripts. Quotes bolded and underlined for emphasis.

“And in Skin Health and Beauty, organic growth was 1.8% less than we expected, mostly due to 

specific missteps around in-store execution in the U.S… However, it is our performance in the U.S. that 

did not meet our expectations… frankly, the execution of  this plan was disappointing.”

Thibaut Mongon (Kenvue CEO)

February 2024



55

Importantly, Skin Health and Beauty Growth Has Weighed on Kenvue’s 

Consolidated Organic Growth

Source: Public company filings and Wall Street research.

FY2019 to FY2023 Organic Growth: Status Quo vs. Kenvue Excl. SH&B

3.7% 

5.1% 

Market Growth Ex. SH&B: 3.9% 

Consolidated Market Growth: 4.0% 

Consolidated Kenvue Consolidated Excl. Skin Health and Beauty

On a consolidated basis, Kenvue 

underperformed market growth…

… But Kenvue would have outperformed 

the market if  not dragged down by Skin 

Health  and Beauty
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Notably, Skin Health and Beauty’s Lackluster Growth Is a Kenvue 

Specific Issue as Its Peers Have Grown Nicely

Source: Public company filings and Wall Street research. (1) Represents market growth rates for Face / Body Care and Hair, Sun, and Other categories, weighted based upon Kenvue’s sales mix.

Starboard has identified OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full 

universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Industry growth is not the issue with Skin Health and Beauty.

CY2019 to CY2023 Organic Growth: SH&B vs. Peers

8.2% 

6.0% 

0.5% 

0.0% 

Market Growth: 4.4% 

OR Ex. PP BEI Consumer KVUE SHB EL Skincare

Uniquely impacted by large 
exposure to retail travel 

headwinds in China

(1)

SH&B has lost market share
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Skin Health and Beauty’s Margins Have Also Declined

Source: Public company filings. (1) Note reported adjusted segment margins do not include an estimated allocation of corporate overhead.

Skin Health and Beauty’s margins have meaningfully declined over time.

21%

20%

19%

16%

16%

FY2019 FY2020 FY2021 FY2022 FY2023

~525bps DECLINE

Reported Adj. Segment Margins(1)
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Skin Health and Beauty’s Margins Now Trail Peers

Source: Public company presentations and filings. (1) Includes an estimate for allocated corporate overhead.

Starboard has identified OR, BEI, EL, Galderma, Unilever, and L’Occitane as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain 

degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Skin Health and Beauty now has below peer profitability.

22% 

20% 

19% 

16% 

13% 
12% 

9% 

Peer Median: 17% 

Galderma OR Ex. PP Unilever Beauty &
Wellbeing

L'Occitane BEI Consumer KVUE SH&B (FY23) EL Skincare

CY2023 Adj. Operating Margins(1)

Uniquely 
impacted by 

large 
exposure to 
retail travel 
headwinds 
in China

Includes 
lower margin 

deodorant 
business
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Given Kenvue’s Strong Underlying Fundamentals, 

Why Has the Company – and Skin Health and 

Beauty in Particular –  Underperformed?



60

We Believe Skin Health & Beauty’s Issues Trace Back to Its Prior Ownership 

and Will Now be Addressed That Kenvue Is an Independent Company

We believe Consumer Health – especially SH&B – was not prioritized under J&J

We believe Consumer Health previously did not have a marketing and innovation 

culture

Poor marketing and innovation have resulted in Consumer Health’s financial 

underperformance

1

2



61

Skin Health and Beauty Is a Fundamentally Different Business Than J&J’s 

Core Pharma Business

≠

This change has taken time.
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At Its Core, Pharma Businesses Depend On Long-Cycle, Rigorous, and 

Extremely Expensive R&D…

Source: Wall Street research. Emphasis added.

Drug Development Overview (Excerpt From Wall Street Research)

Large capital investments, long-product cycles, complex trials, and high regulatory burden 

require significant internal R&D scrutiny and bureaucracy 
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… Unlike Skin Health and Beauty Which Depends More On Marketing 

and Faster Product Cycles

The skin care and hair care industries – like other consumer goods – rely on marketing to drive sales
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As an independent company, we believe Kenvue 

has the potential to significantly improve the 

struggling Skin Health and Beauty Segment – but it 

must embrace a new marketing driven culture.
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Neutrogena and Aveeno Remain Highly Regarded Brands

Source: Wall Street research.

We believe reinvigorating skin health and beauty will be aided by its enduring customer equity.

Survey of  Lapsed Customers (n=200)

65% 

35% 

71% 

29% 

Would Buy the Brand Again Would Not Buy the Brand Again Would Buy the Brand Again Would Not Buy the Brand Again
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Skin Health and Beauty Is a Priority for Management

Source: Public company transcripts. Quote bolded and underlined for emphasis.

Management is focused on improving Skin Health and Beauty performance.

“Regarding your question on the Skin Health segment and how -- what we should expect moving forward in Skin 

Health. Our diagnostic has not changed. I've always said that our recovery would not happen overnight, will not be 

linear. We have developed a thoughtful plan. It's a priority for us. Jan and his team in the U.S. are laser-focused on 

executing this plan, the objective to stabilize brand in 2024 with improving volumes as the year goes on and deliver 

growth from 2025 onwards.”

Thibaut Mongon (Kenvue CEO)

May 2024

Kenvue Management Commentary

“Sure. yes. Look, I mean, North America in Skin Health and Beauty is a huge priority for the business and for 

Kenvue. It's such an exciting dynamic segment. So we are really focused on 3 things in our segment in North America. 

The first is about reaching more consumers and more health care professionals. The second is about really brilliantly 

activating an -- activating in-store, so really driving our presence and our prominence, both in-store and online. And 

thirdly, it's about amplifying our innovation.”

Charmaine England (Kenvue Chief  Growth Officer)

September 2024
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Kenvue’s Improved Focus and Resource Allocation Is Evidenced By Its 

Increasing Advertising Spend

Source: Public company transcript and filings. Quote bolded and underlined for emphasis. (1) Represents FY2023 spend plus an incremental $400 million per management commentary.

“We started the year with a 15% year-over-year increase. Remember, it was $300 million that we talked about. As we have seen the acceleration of  

initiatives take hold and we have seen the benefits of  gross margin enhancement, now we feel more confident in investing 20% more instead of  15% more. So we 

added another $100 million that we are starting to deploy as of  Q2 and going forward.”

Paul Ruh, Kenvue CFO

August 2024

Kenvue Advertising Spend

$1,461 
$1,356 $1,349 

$1,749 
9.7% 

9.1% 8.7% 

11.1% 

–

 2.0%

 4.0%

 6.0%

 8.0%

 10.0%

 12.0%

–

 $500

 $1,000

 $1,500

 $2,000

FY2021 FY2022 FY2023 FY2024⁽¹⁾

Advertising Spend % of Sales
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Critically, the Company Appears to Have Embraced a Marketing-First 

Mentality for Its Skin Health and Beauty Focused on Social Media

Source: Elle, Instagram, TikTok, and Company website.

Demi Lovato / OGX Partnership TikTok / Instagram Partnerships Collagen Bank TikTok Launch
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Neutrogena’s Recent Collagen Bank Launch Highlights Marketing First 

Mentality As Well As On-Trend Product Innovation

Source: Elle, Vouge, NY Post.

Neutrogena’s recent Collagen Bank product launch is very encouraging.

Product launched on TikTok prior to in-store distribution

Partnered with Hailee Steinfeld (20mm Instagram followers / 4mm 

TikTok followers) to be the face of  the product

Various partnerships with Instagram and TikTok influencers to 

promote the product

Introduced new product during the early-innings of  new trend








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CeraVe Case Study Highlights the Importance of Social Media Marketing 

For Skin Health and Beauty Success

Source: Women’s Wear Daily.

L'Oréal Acquired CeraVe in 2017…
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CeraVe Case Study Highlights the Importance of Social Media Marketing 

For Skin Health and Beauty Success (Cont’d)

Source: Women’s Wear Daily and Today.com. Emphasis added.

… hyper focused on digital marketing…

j

L'Oréal Acquires CeraVe in 2017…
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CeraVe Case Study Highlights the Importance of Social Media Marketing 

For Skin Health and Beauty Success (Cont’d)

Source: Women’s Wear Daily, Today.com, and L’Oreal. Emphasis added.

… hyper focused on digital marketing…

j

… Leading to a 10x in Sales Over 5 Years

j

L'Oréal Acquires CeraVe in 2017…
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Summary
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We Believe Kenvue Has the Best Brand Portfolio In Its Peer Group

P&G Colgate-Palmolive

Clorox Church & Dwight

Kenvue

Kimberly Clark

Haleon

Source: Public company filings.

Starboard has identified PG, CL, HLN, CLX, CHD, and KMB  as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.
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BEI: 27x OR: 27x 

CL: 26x 

HLN: 20x 

CHD: 28x 

EL: 25x 

PG: 24x 

KMB: 19x 

KVUE: 18x 

CLX: 23x 

 15x

 17x

 19x

 21x

 23x

 25x

 27x

 29x

 2.5%  3.0%  3.5%  4.0%  4.5%  5.0%  5.5%  6.0%  6.5%  7.0%  7.5%

Kenvue trades at a steep discount to its peers – even accounting for its growth profile.

We Believe Kenvue Is Too Cheap Given Its World-Class Brand Portfolio 

and Current Consensus Growth Expectations

P / CY25 EPS vs. Sales CAGR % (2023 – 2026)

Home & Personal Care Peers

Skin Health and Beauty Peers

Legend:

Source: Capital IQ., and Wall Street Research. Market data as of October, 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is 

a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.
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We Believe Kenvue Can Improve Performance – Specifically Within Its 

Skin Health and Beauty Business

Source: Public company transcripts. Quote bolded and underlined for emphasis.

While portions of Kenvue’s business are performing well, we believe Skin Health and Beauty can improve performance.

“And in Skin Health and Beauty, organic growth was 1.8% less than we expected, mostly due to specific missteps around 

in-store execution in the U.S… However, it is our performance in the U.S. that did not meet our expectations. As we 

have talked with you about, we had ambitious fourth quarter recovery plan for the U.S., but frankly, the execution of  this plan 

was disappointing. Restoring Neutrogena to the level of  growth, we know the brand is capable of  is a priority for me and for 

the team.”

Thibaut Mongon (CEO)

Skin Health 

and Beauty

“Self  Care delivered another banner year of  8.4% organic growth, sustaining the momentum we have built over the past several 

years, resulting, once again, in strong revenue growth and share gain.”

Thibaut Mongon (CEO)

Self  Care

“Essential Health grew ahead of  our long-term expectations with 3.6% organic growth, while continuing to execute our strategy 

to drive gross margin enhancement through successful value realization and premiumization initiatives.”

Thibaut Mongon (CEO)

Essential 

Health

Management Commentary Performance







Kenvue Performance by Segment



77

We Believe a Revitalized Skin Health and Beauty Can Improve Its Organic 

Growth Rate to At Least Industry Growth Rates…

Source: Public company filings and Wall Street research. (1) Represents market growth rates for Face / Body Care and Hair, Sun, and Other categories, weighted based upon Kenvue’s sales mix.

Starboard has identified OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full 

universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

Industry growth is not the issue with Skin Health and Beauty.

FY2020 to FY2023 Organic Growth: SH&B vs. Peers

8.2% 

6.0% 

0.5% 

0.0% 

Market Growth: 4.4% 

OR Ex. PP BEI Consumer KVUE SHB EL Skincare

Uniquely impacted by large 
exposure to retail travel 

headwinds in China

(1)

Opportunity to improve 

growth to 4.4%
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7.2% 

6.7% 

5.5% 

5.1% 

4.0% 3.8% 

3.7% 
3.5% 

3.4% 3.3% 
3.1% 

Peer Median: 4.0% 

... Resulting In Improved Consolidated Growth

Source: Public company filings, Bloomberg, Wall Street research, and Starboard estimates.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain 

degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

There is an opportunity to improve Kenvue’s consolidated growth.

CY2023 – CY2026 Organic Growth CAGR %

Diversified HPC Peers Skin Health and Beauty PeersLegend:

Pro Forma

Reflects consolidated growth rate if  
Kenvue SH&B grew at end-market 
rate of  4.4% p.a. from 2023 to 2026
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Further, we believe heightened focused should drive improved execution and higher growth. 

We Believe Consistent Execution Along With Improved Growth Is Likely 

to Result In an Improved Multiple In-Line With Peers

Diversified HPC Peers

Skin Health and Beauty Peers

Legend:

Consistent execution 

and higher growth 

should be rewarded 

with the appropriate 

multiple

P / CY25 EPS vs. Sales CAGR % (2023 – 2026)

BEI: 27x OR: 27x 

CL: 26x 

HLN: 20x 

CHD: 28x 

EL: 25x 

PG: 24x 

KMB: 19x 

KVUE: 18x 

CLX: 23x 

 15x

 17x

 19x

 21x

 23x

 25x

 27x

 29x

 2.5%  3.0%  3.5%  4.0%  4.5%  5.0%  5.5%  6.0%  6.5%  7.0%  7.5%

Source: Capital IQ., and Wall Street Research. Market data as of October, 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is 

a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.
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In Addition, Skin Health and Beauty Should Also Be Able to Return to 

FY2019 Margins, Which Would Be In-Line with Peers

Source: Public company filings. (1) Includes estimated allocation of corporate overhead.

We believe Skin Health and Beauty can improve its profitability.

22% 

20% 

19% 

17% 
16% 

13% 
12% 

9% 

Peer Median: 17% 

Galderma OR Ex. PP Unilever Beauty &
Wellbeing

KVUE SH&B (FY19) L'Occitane BEI Consumer KVUE SH&B (FY23) EL Skincare

CY2023 Adj. Operating Margins(1)
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Pro Forma

24% 24% 

22% 22% 
21% 

20% 
19% 

16% 16% 

14% 

11% 

Peer Median: 20% 

Restoring Skin Health and Beauty’s Margins Would Also Improve 

Consolidated Margins to Best-In-Class

Source: CapIQ and Bloomberg.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain 

degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

We believe Skin Health and Beauty can improve its profitability.

CY2024 Adj. Operating Margins

Diversified HPC Peers Skin Health and Beauty PeersLegend:
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Collectively, We Believe Kenvue’s Current Valuation Presents a 

Compelling Investment Opportunity with Asymmetric Upside Potential 

Source: CapIQ and Bloomberg. As of October 18, 2024.

Starboard has identified PG, CL, HLN, CLX, CHD, KMB, OR, BEI, and EL as the relevant peer set for comparison with KVUE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain 

degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

28x 
27x 27x 

26x 
25x 

24x 23x 

20x 
19x 

18x 

16x 

Peer Median: 25x 

P / CY25 Earnings

Diversified HPC Peers Skin Health and Beauty PeersLegend:

Pro Forma

Improved growth 

and profitability
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Starboard Has Three Ideas To Discuss Today
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Pfizer’s Mission Is to Provide Breakthroughs That Change Patients’ Lives

Source: Public company filings and website. (1) Represents 2023 sales.

We believe Pfizer is a great American business that plays an important role in society. 

Primary Care ($31bn)(1) Speciality Care ($15bn)(1) Oncology ($12bn)(1)

Pfizer played a 
critical role in 

ending the 
pandemic

Pfizer serves a critical role in society that positively impacts millions of  patient lives
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Under Dr. Bourla’s Leadership, Pfizer Produced Two Critical COVID-19 

Breakthroughs
The Company was the first to introduce a publicly available COVID-19 vaccine and oral antiviral treatment – both of which helped end the COVID-

19 pandemic. 

Source: Public company filings and the Wall Street Journal.

The Company was first to market with a COVID-19 vaccine and oral antiviral treatment.

Pfizer, in partnership with BioNTech, developed the first commercially 

available COVID-19 vaccine

Pfizer also developed Paxlovid, a leading antiviral therapy used to treat 

COVID-19
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We Applaud the Company and Dr. Bourla For Their Significant 

Contributions to Ending the COVID-19 Pandemic
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Source: Our World in Data.

We believe the Company’s COVID breakthroughs were monumental to ending the global pandemic.

U.S.A. COVID-19 Daily Deaths vs. Cumulative Vaccination Rates

Pfizer introduces 
first commercially 
available vaccine

Omicron

Delta
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By Itself, the Company’s COVID Breakthroughs Should Have Created 

Substantial Value

The Company’s large COVID-19 related profits ultimately resulted in significant free cash flow generation.

Source: Public company filings and Bloomberg.

(1) Incremental cash flow calculated as annual free cash flow in 2021 and 2022 in excess of the free cash flow for 2020.

(2) Excludes cash flow from discontinued operations.

The Company generated ~$40 billion in cumulative incremental free cash flow in 2021 and 2022.

Annual Free Cash Flow

$8bn

$30bn

$26bn

$5bn

$10bn

2020 2021 2022 2023 2024

~$40 billion in incremental FCF(1)

(2)
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However, Pfizer Has Dramatically Underperformed Peers and the Market 

Since 2019

Source: Bloomberg. Market data as of October 4, 2024.

Pfizer has underperformed over the last five years.

Pfizer Total Shareholder Returns

(25)

(5)

 15

 35

 55

 75

 95

 115

 135

 155

12/31/2018 6/30/2019 12/31/2019 6/30/2020 12/31/2020 6/30/2021 12/31/2021 6/30/2022 12/31/2022 6/30/2023 12/31/2023 6/30/2024

Pfizer S&P 500 NYSE Arca Pharma Index

(13%)

120%

152%

132pts of  

underperformance
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The Company Has Lost Approximately $20 to $60 Billion in Market Value 

Since 2019

Source: Bloomberg and public company filings.

The Company has lost approximately $20 to $60 billion of value since 2019.

Pfizer Share Price: 2018 to Now

$41.38 / Shr

$28.58 / Shr

$9.02 / Shr

$3.78 / Shr

12/31/18 Share Price Dividends Value Decline 10/4/24 Share Price

Represents over $20 billion of  

lost value while the Company 

received a $40 billion+ COVID 

benefit

(x) Shares Outstanding 

= Market Cap Lost

(+) COVID Benefit

= Total Value Lost

5.7 billion

$21 billion

~$40 billion

$21 – 61 billion
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We Are Excited to be a Large Pfizer Shareholder Given Its Compelling 

Valuation and Opportunity to Improve Performance

Source: Bloomberg and CapIQ.

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer 

comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms 

had been included.

We are excited to own the business at its current valuation multiple as we believe there is substantial upside.

We believe concerns regarding the Company’s innovation track record, pipeline, capital allocation, and lost credibility have resulted in a depressed 

valuation multiple. 

P / CY25 EPS

39x 

27x 

17x 16x 15x 15x 14x 
14x 

12x 12x 11x 
10x 

9x 
8x 

Peer Median: 14x 

LLY NVO AZN ABBV AMGN JNJ NOVN ROG SAN GILD MRK PFE GSK BMY

We believe there is substantial upside potential at Pfizer

To be clear, Pfizer has 
attempted to enter GLP-1 
market (See pages 113-117)

Participated in GLP-1s
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We Believe the Company’s Market Value Decline Is Attributable to a 

Series of Issues

Source: Bloomberg, Starboard estimates.

Causes of  Pfizer’s Market Value Decline

Historical Internal R&D Efficiency

A

Expected Future Returns on R&D

B

Capital Allocation

C

Forecasting and Budgeting

D

Lower valuation multiple and levered balance sheet hamper future M&A, further limiting future growth

The Company has lost approximately $20 to $60 billion in market value since 2019



A. Lack of Internal Innovation From 2019 to 2023
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At the Beginning of 2019, Pfizer Had a Robust New Product Pipeline

At the beginning of 2019, Pfizer had the fourth-most-number of new drugs in development out of its peer group.

Source: Wall Street Research.

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer 

comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms 

had been included.

In 2019, the Company had a diversified pipeline of potential new drug candidates.

Number of  New Drugs in Pipeline as of  January 2, 2019

30 
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16 
21 

6 3 
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10 
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13 

9 
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6 
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5 
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11 

1 

79 

74 

69 

61 

56 
52 

46 43 
39 

30 
26 

15 

Peer Median (Total): 46 

AZN ROG NOVN PFE SAN GSK ABBV LLY BMY MRK JNJ NVO

Phase 1 Phase 2 Phase 3 NDA

Pfizer had a healthy 

pipeline of  assets in 

clinical development
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In 2019, Wall Street Analysts Were Optimistic About Pfizer’s Pipeline and 

Future Prospects

Source: Wall Street Research. Quotes are bolded and underlined for emphasis.

Wall Street analysts believed the Company was well-positioned.

Select Quotes from Wall Street Research Analysts

“PFE best positioned for top-line growth among large cap pharma with the pipeline capable of  replenishing 41% of  the FY17 revenue base by FY25 (vs. peers 7%), 

well in excess of  the 16% of  sales exposed to generic/biosimilar headwinds (vs. peers 42%). While near-term growth will be depressed by the loss of  Lyrica, we believe investors will look 

through this to a period of  renewed growth. Post-Lyrica LOE, we model revenue CAGR rising to 7.7% (FY20-25) from 2.7% (FY17-20).”

Atlantic Equities

November 27, 2018

“Perhaps the greatest legacy of  outgoing CEO Ian Read is a reinvigorated R&D pipeline that should sustain top-line growth beyond key patent expirations. We 

expect new CEO Bourla to leverage this significant boost in late-stage R&D assets to a level that could preclude the need for M&A or financial engineering”

 Oppenheimer

December 11, 2018

“Pfizer has had pipeline success in 2018 with surprisingly good data from Tafamidis, Tanezumab meeting efficacy endpoints in smaller duration phase-3 trials but with questions 

on safety remaining, early encouraging data from next-gen JAK's for Inflammation and advancement of  20-valent pneumococcal vaccine into phase-3. We believe these events have a 

played a key role in changing the narrative on Pfizer from an M&A/Split story to a pipeline/growth story.”

UBS

January 22, 2019
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Management Also Frequently Told Investors Pfizer Had the “Best 

Pipeline” Ever

Source: Public company transcripts. Quotes are bolded and underlined for emphasis.

Management repeatedly told investors Pfizer had the best pipeline in its history.

Dr. Bourla Quotes on Pfizer’s Pipeline Pre-COVID

“Today, we believe that we have the best pipeline in our history. To ensure we capitalize this incredible opportunity, we must remain highly focused on successful execution. In this context, I 

would reiterate that we continue not to see the need for any large-scale M&A activity at this time.”

October 30, 2018

“Now we are facing a very different situation. Right now, we are facing our last LOE. That will be Lyrica. That will happen in June of this year. And then we have a virtually LOE-free period until 

the end of 2025, so for a very long period of time. At the same time, we have likely the best pipeline we've ever had at the corporation.”

January 3, 2019

“We view this as a significant opportunity because 3 very positive trends are intersecting at the same time: first, macro trends such as an aging population and a rising middle class in emerging 

markets increasing the number of people seeking access to both innovative and established medicines; second, the continued advancement of what we believe is the best pipeline in our history with 

good breadth and strong innovation.”

January 29, 2019

“But in this new scale, we retain all the growth drivers, all the products that are driving the growth and to retain the entire pipeline. As a result, this company will be, from day 1 after the separation, a 

best-in-class revenue growth, long term, sustainable story with a relatively unlevered balance sheet at this company and the best pipeline we ever had. So we can do miracles with this company.”

January 14, 2020

“And if you take a big picture view, over the last decade, we have changed and refocused our approach to R&D. We have improved dramatically its productivity, and we have developed the best 

pipeline we ever had and one of the best, I believe, in the industry.”

January 28, 2020
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In Fact, In 2019, Management Committed to Delivering Innovation – 

Specifically On 15 Potential Blockbusters 

Source: Public company transcripts. Quotes are bolded and underlined for emphasis.

Pfizer management committed to “constant flow” of innovation – as highlighted by 15 potential blockbusters.

Albert Bourla

Pfizer Chair and CEO

“But as you think about what markers you want to set for the company in the near term, so maybe in 12 months' 

time, kind of  on a 3-year view or a 5-year view, how do you deem success over the short term?:”
Keyur Parekh

GS Analyst

Excerpt From 2019 Goldman Sachs Conference (January 3, 2019)

“I think -- well, it's inevitable that for every CEO, the success is measured through -- with total

shareholder return, how much your stock was appreciated and how much dividend were you able to pass to the 

shareholders. But let's not forget that this is only a surrogate point, a very good one because the market really 

knows how to value your operational value creation. But it is a surrogate point, where fundamental it is how 

much you can stay true to your purpose. And the purpose of  the pharma company is to bring breakthrough 

products that change patients' lives. So the operational measurement of  success will be our ability to 

have a constant flow of  breakthrough innovation that significantly changes the current standards of  care, and 

that's for the long term. So a way to measure it, for us, it is we have put out there a list of 15 potential

blockbusters that could come by the year -- in 5 years, so it is by 2022 when we put it out in '18. And I 

think my focus would be to make sure that we deliver more than our fair risk adjustment of  this 

number, and that will be success.”
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Pfizer’s Targeted 15 Blockbusters Were Initially Introduced In January 2018

Source: Public Company presentation.

Pfizer initially identified 15 potential blockbuster drugs.

Excerpt from Pfizer 2018 J.P. Morgan Conference (January 8, 2018)
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At the Beginning of 2019, Management Recommitted to These 15 Pipeline 

Targets…

Source: Public company presentation.

Management recommitted to its pipeline of “blockbuster” drugs in 2019.

Excerpt from Pfizer Q1 2019 Investor Presentation
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Three of Which Had Already “Achieved Approval(s)” and Two of Which 

Had Received “Negative Pivotal Data”…

Source: Public company presentation.

Pfizer had already made significant approval progress on three of 15 drugs.

Excerpt from Pfizer Q1 2019 Investor Presentation
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… Leaving Management With 10 Potential Blockbusters It Explicitly 

Targeted

Source: Public company presentation.

In summary, current management had ten opportunities to deliver blockbuster drugs.

Excerpt from Pfizer Q1 2019 Investor Presentation

1
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While Bavencio Was Approved, Its Revenue Contribution Fell Short of 

“Blockbuster” And Was Ultimately Divested

Source: Public company filings. Quotes are bolded and underlined for emphasis.

Bavencio ultimately did not become a blockbuster drug and will not contribute to revenue moving forward.

$190 

$271 

$178 

$80 
$49 

"Blockbuster" Threshold: $1,000 

20232022202120202019

Pfizer’s Bavencio Annual Sales ($mm)

Over $700mm BELOW 

“Blockbuster” threshold 

of  $1 billion

“In March 2023, it was announced that our alliance with Merck KGaA to co-develop and co-commercialize Bavencio (avelumab) would terminate. Effective June 30, 2023, Merck KGaA took full control 

of the global commercialization of Bavencio. Beginning in the third quarter of 2023, the related profit share was replaced by a 15% royalty to Pfizer on net sales of Bavencio.”

“Additionally, we will no longer record royalties from U.S. sales of Bavencio, as we have irrevocably chosen to donate the right to such royalties to the American Association for Cancer Research.”

2023 Pfizer 10-K

1,2

Royalties donated as part of  SGEN 
acquisition, making the transaction 

even more expensive.
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Pfizer’s Early Breast Cancer Phase III Study For IBRANCE Ultimately 

Failed

Source: Fierce Pharma.

Unfortunately, Pfizer was unable to be successful with IBRANCE in early stage breast cancer.

Excerpt from Fierce Pharma 

3
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While Cibinqo (JAK1) Was Approved, It’s Expected To Fall Well Short 

of “Blockbuster” Status By 2030

Source: Public Company filings and Bloomberg. (1) Represents consensus estimates.

Cibinqo received FDA approval though its sales will likely fall well below internal expectations.

$27 

$128 

$205 

$319 

$378 

$443 

$496 
$535 

$565 

"Blockbuster" Threshold: $1,000 

2022 2023 2024 2025 2026 2027 2028 2029 2030

Pfizer’s Cibinqo Annual Sales ($mm)(1)

Over $400mm BELOW 

“Blockbuster” threshold 

of  $1 billion

4
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Litfulo (JAK3) Is Similarly Expected to Fall Well Short of “Blockbuster” 

Status by 2030

Source: Bloomberg. (1) Represents consensus estimates.

Litfulo received FDA approval though its sales will likely fall well below internal expectations.

$103 

$211 

$339 

$458 

$541 

$616 
$660 

"Blockbuster" Threshold: $1,000 

2024 2025 2026 2027 2028 2029 2030

Pfizer’s Litfulo Annual Sales ($mm)(1)

Over $300mm BELOW 

“Blockbuster” threshold 

of  $1 billion

5
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To-Date, Pfizer’s C. Difficile Vaccine Studies Have Failed to Achieve 

Its Primary Endpoints

Source: Wall Street Research.

Unfortunately, Pfizer has yet to have success with its C. Difficile vaccine.

Excerpt from Wall Street Research Report

6
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Pfizer Has Had Continued Success With its PCV20 Vaccine…

Source: Public company press release.

Prevnar continues to be a bright spot for Pfizer.

Excerpt from Pfizer Press Release

7
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… Though Now There Are Concerns About Threats to Pfizer’s PCV20 

From Potential New Vaccines

Source: Wall Street research. Quotes are bolded and underlined for emphasis.

Pfizer must continue to innovate with Prevnar to fend off looming threats.

Excerpts From Wall Street Research Analysts

7

“Based on our proprietary PCV market model (NOTE), considering the potentially evolving landscape including lowering universal age recommendation, "catch-up" and prime-booster 

vaccination, we continue to believe VAX-31, if successful, will take up the lion's share in a growing ~$10B+ future PCV market. With that, together with current ~$7.1B EV (~$1.9B cash), 

we see meaningful upside potential(~50%) following today's data.”

Jefferies

September 2024

“VAX-31 has the potential to displace Prevnar 20 (and one could argue even MRK's Capvaxive (PCV21), though we generally think ACIP may prefer having some redundancy in the 

system).”

Mizuho

September 2024

“VAX-31 APPEARS BEST-IN-CLASS & SHOULD LEAD THE EXPANDING ADULT + INFANT MARKET… VAX-31 met non-inferiority to PCV20 across the board, was 

superior on many difficult and highly-prevalent serotypes, and the data were more striking than for V116. The probability of even broader superiority in Phase III (starting in H1) is now much 

higher. The ~$8B market could grow to over $13B by 2027, and we believe VAX-31 should become the leader and generate significant strategic interest.”

TD Cowen

September 2024

“Prevnar-20 is the leading pneumococcal vaccine, but Merck’s 21-valent Capvaxive for adults could be a headwind to growth; other 20+ valent vaccines for infants are in 

development at MRK, GSK, PCVX, and SNY.”

TD Cowen

October 2024
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Pfizer’s Rivipansel Failed to Achieve Primary and Secondary Endpoints

Source: Public company press release.

Unfortunately, Rivipansel was not successful in its Phase 3 study.

Excerpt from Pfizer Press Release

8
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Pfizer’s Tafamidis Was Approved for ATTR-CM and Has Proven to Be 

a Blockbuster

Source: Public company press release.

Tafamidis was successful though Phase 3 readout had already occurred prior to 2019.

Excerpt from Pfizer Press Release

9
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Tanezumab Also Failed to Achieve FDA Approval

Source: Biospace.

Unfortunately, Pfizer was also unsuccessful in developing Tanezumab.

Excerpt from Biospace

10
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Again, Management Defined Success as Constant and Breakthrough 

Innovation…

Source: Public company transcripts. Quotes are bolded and underlined for emphasis.

Pfizer management committed to “constant flow” of innovation – as highlighted by 15 potential blockbusters.

Albert Bourla

Pfizer Chair and CEO

“But as you think about what markers you want to set for the company in the near term, so maybe in 12 months' 

time, kind of  on a 3-year view or a 5-year view, how do you deem success over the short term?:”
Keyur Parekh

GS Analyst

Excerpt From 2019 Goldman Sachs Conference (January 3, 2019)

“I think -- well, it's inevitable that for every CEO, the success is measured through -- with total

shareholder return, how much your stock was appreciated and how much dividend were you able to pass to the 

shareholders. But let's not forget that this is only a surrogate point, a very good one because the market really 

knows how to value your operational value creation. But it is a surrogate point, where fundamental it is how 

much you can stay true to your purpose. And the purpose of  the pharma company is to bring breakthrough 

products that change patients' lives. So the operational measurement of  success will be our ability to 

have a constant flow of  breakthrough innovation that significantly changes the current standards of  care, and 

that's for the long term. So a way to measure it, for us, it is we have put out there a list of 15 potential

blockbusters that could come by the year -- in 5 years, so it is by 2022 when we put it out in '18. And I 

think my focus would be to make sure that we deliver more than our fair risk adjustment of  this 

number, and that will be success.”
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… We Believe Management Has Failed to Deliver On This Commitment

Source: Public company presentation.

We do not believe Pfizer achieved “constant” and “breakthrough” innovations.

Excerpt from Pfizer Q1 2019 Investor Presentation
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At the Beginning of 2023, the Company Also Set a $10 Billion Sales Target 

for GLP-1s

Source: Public company transcripts. Quotes are bolded and underlined for emphasis.

The Company told investors GLP-1s were a $10 billion sales opportunity.

“We're happy to speak about our exciting GLP-1 programs. We have 2 programs, right, danuglipron and then PF-1532, which we now refer to as lotiglipron. So we 

believe that it's going to be a $90 billion market opportunity set in 10 years, so a little bit beyond 2030 across type 2 diabetes and obesity.

We believe that oral GLP-1s will take 30% of  this opportunity in a Pfizer oral GLP-1, either danuglipron or lotiglipron could garner about 1/3 of  that oral segment. 

So the math calculation here is 30% share of  $90 billion and then 1/3 of  that $27 billion, that gets you to about $9 billion in the U.S. And internationally, today, 90% of  

sales -- or globally, today, 90% of  sales of  GLP-1s occur in the U.S. given price realization and market access. So we expect about 10% for international, assuming nothing 

changes in that dynamic. And that's how we get to our $10 billion global opportunity for Pfizer oral GLP-1.”

Andy Schmeltz (PFE Global President of  Oncology)

February 16, 2023

Excerpts from Company Transcripts

“Now we will see how things will evolve. But that's one clearly. GLP-1, clearly, everybody is excited about that. I believe that it is something that could -- we said that

we think it could be $10 billion product for us in a market that could be $90 billion. So it's not part of  this calculation, but it is a major upside if  we get it right. Again, 

we think that we'll be very few players that will play in the oral GLP-1, us and Lilly. Clearly, we are going to be one of them. We think the data should show which one has 

a better profile. We believe and we hope that we will have. But no matter what, it's going to be so big a market that it's going to be a very big product for both of  us, I think.”

Albert Bourla (PFE CEO)

January 9, 2023
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As a Result, Wall Street Research Analysts Gave Management Some Risk-

Adjusted Credit For GLP-1s

$10,000 

$1,731 

 Company Target  2030 Consensus (As of Mar-23)

Source: Visible Alpha.

Wall Street research analysts risk-adjusted management’s $10 billion sales target.

Danuglipron Expectations: Mgmt vs. Consensus ($mm)
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However, the Company’s GLP-1 Assets Have Not Been Successful To 

Date…

Source: Wall Street research. Quotes are bolded and underlined for emphasis.

The Company appears to have missed the mark on GLP-1s.

The Company discontinued its Phase 2b Danuglipron (twice a day formulation) after tolerability issues.

“We expect PFE to trade lower today following disclosure of  topline results from the phase 2b obesity study of  the company’s twice daily oral GLP-1 receptor 

agonist, danuglipron. Despite the study meeting its primary endpoint of  body weight change from baseline vs placebo, we view the results as markedly negative for the 

program, with PFE discontinuing further development of  the twice daily formulation.”

Goldman Sachs

December 1, 2023

The Company is continuing to invest behind a once a day formulation, but analysts are skeptical.

“This morning, PFE announced that it is advancing the development of  its QD formulation of  danuglipron (oral GLP-1) based on recent PK data, and we wanted to 

provide our thoughts. Overall, while we are not surprised that PFE is moving forward with this program, we remain skeptical on the asset with questions remaining on 

the tolerability profile… Net-net, we are not surprised by today’s news but continue to see a limited role for the asset absent more clarity on the tolerability profile 

of  the new formulation and based on LLY’s significant time-to-mkt advantage for orforglipron (ph3 data expected in mid-2025).”

J.P. Morgan

July 11, 2024
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… Resulting In a Substantial Decline In Expected Sales From 

Danuglipron

Source: Visible Alpha.

Sales estimates for Danuglipron have been revised downward meaningfully.

Danuglipron Consensus Expectation Progression

Wall Street research analysts’ 

expectations have decreased 

by 66%!

$10,000

$1,731 

$592 

 Company Target  2030 Consensus (As of Mar-23)  2030 Consensus (As of Oct-24)
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Other Peers, However, Have Been Able to Introduce Successful GLP-1 

Products

Source: Bloomberg. (1) Represents consensus estimates. (2) LLY represents the total of Mounjaro and Zepbound. NVO represents the total of Ozempic and Wegovy.

Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not 

listed here, the comparisons made herein may differ materially if other firms had been included.

Peers have been successful at developing and commercializing GLP-1s whereas Pfizer has not. 

LLY and NVO Expected GLP-1 Sales ($bn)(1)(2)

$26

$34

$40
$43 $44 $44 $43

$19

$31

$41

$48

$54

$58
$61

2024 2025 2026 2027 2028 2029 2030

NVO LLY



B. Lack of Expected Future Innovation
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Looking Forward, Wall Street Research Analysts Are Not Expecting 

Significant Revenue Growth From Pfizer
Wall Street research analysts expect Pfizer’s revenue to decline by 3% (9% increase excluding COVID) from 2023 to 2030.

Source: Bloomberg. 

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer 

comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms 

had been included.

Wall Street research analysts expect Pfizer’s revenue to decline through 2030.

207%
152%

58% 

44% 
41% 39% 

27% 
21% 21% 19% 17% 17% 

9% 

(3%)

(19%)

Peer Median: 27% 

LLY NVO AZN SAN ABBV AMGN ROG MRK GILD JNJ GSK NOVN PFE Excl.
COVID

PFE BMY

Cumulative Revenue Growth (2023 to 2030)
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Even Excluding Pfizer’s Large Patent Expirations, the Company Is Still 

Expected to Underperform on Growth

Source: Visible Alpha, Bloomberg, and Wall Street research. (1) Based on Starboard’s research and estimates. Represents products with patent expirations or products that are expected to significantly decline per consensus estimates.

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer comparisons. This 

presentation is a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

We believe the Company should seek to improve R&D and innovation to improve growth prospects.

Accounting for sizable patent expirations further highlights Pfizer’s lagging gross revenue growth relative to peers.
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238% 159%

44% 
42% 41% 41% 

38% 

34% 

31% 

27% 
24% 

17% 
15% 

13% 

10% 

Peer Median: 38% 

NVO LLY JNJ AZN SAN NOVN ABBV ROG AMGN GSK MRK GILD PFE Excl. 

COVID⁽³⁾

BMY PFE

Critically, the Company’s Lower Revenue Growth Reflects Lower Return 

on R&D Spend

Source: Public company filings and Bloomberg. (1) Cumulative R&D spend from 2019 to 2023. Includes IPR&D not captured by M&A. (2) Cumulative M&A spend from 2019 to 2023. (3) Cumulative R&D excludes estimated COVID-related R&D of $4 billion.

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain 

degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

The Company is expected to generate lower returns on R&D already spent.

Ex-LOE Revenue Growth (2023 – 2030) Divided by 5-Year Cumulative R&D and M&A Spend(1)(2)

Expected Revenue Return on R&D + M&A Investments



C. Capital Allocation
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Pfizer Pursued Significant Inorganic Investments Over the Last Five Years

The Company used its COVID-19 cash benefit to make multiple large acquisitions.

Source: Public company filings.

The Company used more than its COVID cash benefit on large M&A transactions.

$43.4 

$12.9 

$6.3 
$5.3 

$0.4 

SGEN (2023) Biohaven (2022) Arena (2022) GBT (2022) ReViral (2022)

Select PFE Transactions ($bn)

The Company invested nearly $70 Billion in M&A since the pandemic
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The Company Expects Its Acquisitions Since 2022 to Generate >$20.5 

Billion in Sales by 2030

Source: Public company presentation.

Pfizer management expects these transactions to contribute >$20.5 billion in revenue by 2030.

Excerpt from Pfizer Public Presentation

The Company 

spent nearly $70 

billion on M&A at 

an implied ~3.3x 

“peak” revenue 

multiple
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Pfizer Appears to Have Overpaid For Its Post 2022 Acquisitions Based On the 

Company’s Own Sales Targets

Source: Wall Street research and public company presentation. (1) Revenue multiple based upon 2030 sales. (2) Entire Biopharma Industry >$1bn in TEV.

The Company’s EV / Sales multiple for its M&A is higher than the industry median for the last 10 years.

EV / Peak Sales by Transaction Year(2)
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Wall Street Research Analysts Expect Sales of Pfizer’s Deals to Fall Short 

By $7 Billion
Wall Street research analysts expect the contributions from the Company’s announced M&A ambitions to fall well short.

Source: Public company presentation, Bloomberg.

Wall Street research analysts expect the Company’s announced M&A to underdeliver.

2030 Expected Sales From M&A: Management Estimates vs. Sellside Consensus ($bn)
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Pfizer Appears to Have Significantly Overpaid Based Upon Wall Street’s 

Lower Sales Expectations

Source: Wall Street research and public company presentation. (1) Revenue multiple based upon 2030 sales. (2) Entire Biopharma Industry >$1bn in TEV.

Accounting for lower sales expectations highlights the lofty multiples paid by Pfizer.
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Lower Sales Expectations at Market Multiples Suggest Significant Value 

Was Lost Through M&A

Source: Wall Street research and Bloomberg.

We believe the Company likely lost more than $20 billion in value from M&A.
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In 2022, the Company acquired Global Blood Therapeutics for $5.4 billion with a focus on sickle-cell disease.

Source: Public company filings.

Pfizer expected GBT’s product portfolio to generate worldwide peak sales of >$3 billion.

In 2022, the Company Acquired Global Blood Therapeutics For Over $5 

Billion…

Excerpt From Pfizer Press Release

The Company purchased GBT for 

$5.4 billion…

… and expected to generate more 

than $3 billion in peak sales

<2x multiple would have been great 

compared to market multiples!
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In September 2024, Pfizer suddenly voluntarily withdrew GBT’s lead sickle cell disease treatment from the market.

Source: Public company press release.

Pfizer decided that OXBRYTA’s benefits no longer outweighed its risks and pulled the product from the market.

… But Recently the Company Removed GBT’s Main Drug From the 

Market Following Adverse Effects

Excerpt From Pfizer Press Release
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Wall Street analysts were shocked by Pfizer’s recall of OXBRYTA.

Pfizer’s Failed GBT Acquisition Shocked the Industry and Raised Serious 

Questions About Its BD Capabilities

Select Quotes from Wall Street Research Analysts

“Oxbryta pulled from market; $5.4bn GBT deal latest example of  challenged BD track record. Pfizer announced voluntary withdrawal of  sickle-cell 

therapy Oxbryta globally today, citing an updated view that the totality of  data suggests a more negative risk-benefit profile. This likely implies an imbalance in 

VOCs and/or fatal events to warrant the quick action. The decision comes just shy of  the two-year mark from Pfizer's $5.4bn acquisition of  Global Blood 

Therapeutics (GBT) to obtain Oxbryta and a follow-on sickle cell pipeline. While Pfizer reaffirmed '24 guidance and the NPV impact is minimal (see consensus 

numbers below) this will again raise questions on Pfizer's BD effort - feeding into old criticism around Pfizer's ability to pick winners through BD.”

Barclays – Sept 25, 2024

“When you cover biotech and pharma - it’s hard to find a headline that's truly jarring, but news that PFE is recalling Oxbryta/discontinuing 

all active trials after seeing a death/ VOC imbalance in clinical trials & lack of  overall risk-benefit fits the bill.”

Jefferies – Sept 26, 2024



D. Forecasting and Budgeting Issues
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The Company Has a Poor Track Record of Achieving Quarterly 

Consensus Expectations Since 2019

Source: Bloomberg.

The Company has a poor record of achieving consensus expectations.

Summary of  Quarterly Results vs. Expectations

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2019 2020 2021 2022 2023 2024

                     Sales

The Company has missed consensus expectations 8 out of  22 quarters 64% Success Rate

COVID Benefit

Ex. COVID: The Company has missed consensus expectations 7 out of  14 quarters 50% Success Rate
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Notably, the Company’s Peers Are Meaningfully More Consistent Than 

Pfizer At Achieving Consensus Sales

Source: Bloomberg.

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer 

comparisons. This presentation is a determination that is subject to a certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms 

had been included.

Pfizer achieves consensus sales expectations less consistently than its peers.

Quarterly Success Rate Since 2019 (Achieving Consensus Sales Expectations)

86% 
82% 82% 82% 82% 

77% 
73% 73% 

64% 
59% 

50% 50% 50% 

Peer Median: 77% 

MRK BMY GSK AMGN GILD ABBV JNJ AZN PFE ROG SAN NOVN PFE Excl.
COVID
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The Company misjudged the durability of COVID sales.

We Believe COVID Represents the Clearest Example of the Company 

Improperly Forecasting Its Business

COVID Assumptions vs. Results

Management’s 

Expectations Actual Results Achieved?

$21.5 billion $12.5 billion 

Growth after 2023 

trough

2024 guidance 

forecasting another $4 

billion decline 

2023 COVID 

Revenue

Long-Term COVID 

Revenue Trajectory
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Pfizer Guided to 2023 COVID Sales of $21.5 Billion Based On Inventory 

Absorption and Normalized Utilization

While management recognized 2022 COVID-19 sales resulted in an inventory build-up, it still assumed a significant level of COVID sales in 2023 

with increases thereafter.

Source: Public company filings and transcripts.

Management guided to $21.5 billion in COVID-19 sales for 2023.

$36,857 

$56,739 

$21,500 

FY2021 FY2022 FY2023 Guide

Pfizer’s COVID Vaccine and Paxlovid Sales (2021 – 2023) ($mm)

Lower COVID sales based on (i) 

inventory absorption and (ii) 

management’s assumed level of  

normalized utilization
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Importantly, Management Expected 2023 COVID Sales to be the Trough 

With Sustained Growth Thereafter

Source: Public company presentation. Emphasis added in red.

Despite a significant reduction in COVID-19 sales for 2023, management expected growth to resume in 2024.

Excerpt from Pfizer’s Q4 2022 Earnings Presentation

Management expected doses sold 

to increase every year after 2023
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The Company ultimately fell significantly short of its expected 2023 COVID-19 sales by $9 billion.

Source: Public company filings.

Actual 2023 COVID-19 sales were $9 billion less than management expected.

Unfortunately, the Company Ultimately Missed Its 2023 COVID Sales 

Guidance By a Wide Margin…

$21,500 

$12,499 

FY23 Guidance FY23 Actuals

Pfizer’s 2023 COVID Sales: Guidance vs. Actuals ($mm)

MISSED guidance 

by $9 billion…

The magnitude of  this 

miss affects budgets and 

cost structure
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$21,500 

$12,499 

$8,500 

FY23 Guidance FY23 Actuals FY24 Guidance

MISSED guidance by 

$9 billion…

While management assumed COVID-19 sales would increase after 2023’s inventory absorption, its guidance now assumes even further reductions 

into 2024.

Source: Public company filings.

Management incorrectly expected COVID-19 sales to increase after 2023.

… And Now Expects 2024 COVID Sales to Decline Instead of Its Initial 

Sustained Growth Assumption

Pfizer’s Expected COVID Sales Progression ($mm)

… and expects further ~$4 billion 

reduction instead of  growth!
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Poor COVID expectations and projections led to a significant earnings guidance miss.

Lower-Than-Expected 2024 COVID Guidance Resulted In a Substantial 

2024 Earnings Guidance Miss

2024 Adj. EPS: Consensus Expectations vs. Initial Guidance

$3.20 

$2.15 

FY24 Adj. EPS Consensus (Dec-23) FY24 Adj. Initial EPS Guidance (Dec-23)

Initial 2024 Adj. EPS 

guidance missed 

expectations by over 

$1.00/shr!



141Source: Wall Street research. Quotes are bolded and underlined for emphasis.

The massive earnings guidance miss significantly damaged management’s credibility.

Notably, the Magnitude of the Company’s Guidance Miss Resulted In a 

Blow to Management’s Credibility

Select Commentary From Wall Street Research Analysts

“Investors in PFE have been battered twice in the last 2 weeks - the first came with danuglipron's failure (oral GLP1),the second with the new guidance. No doubt 

there was an element of  capitulation… In other words, despite a year of  major underperformance, it's hard to say PFE's a "buy." Some credibility has been lost, and the 

near-term catalyst path is not a strong one.”

Wolfe

December 14, 2023

“Given the high number of  questions we have received on EPS and margin dynamics and the implications for 2025 results, we do not see today’s update as a clearing 

event. Today’s update essentially should provide a floor on COVID estimates and EPS, in our view. However, there remains a significant amount of  uncertainty on what 

is driving 2024 margins & EPS so low (i.e. whether this is due to depressed COVID guidance or there is an issue with the core business margins, or a mix of  both). And 

based on our conversations, we expect that investors will have a hard time stepping into the story until they gain further clarity.”

JP Morgan

December 13, 2023

“But we don't have much conviction in the outlook, making it tough to pound the table even from these levels... Level Of  Confidence In Management - Our 

confidence is not the highest for several reasons. PFE provided guidance on many parameters but in retrospect much of  it is proving to have been too optimistic, is no 

longer supported, and resulted in two reductions in guidance in 2023. We were not fans of  the Seagen acquisition from the start, given that each of  the key assets has associated 

questions, making the outlook less than clear, particularly given the price paid. 

TD Cowen

January 4, 2024



Conclusion
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We Agree with Management – TSR and Innovation Are the Defining 

Characteristics of Success for a Pharma Company

Source: Public company transcripts. Quotes are bolded and underlined for emphasis.

Pfizer management committed to “constant flow” of innovation – as highlighted by 15 potential blockbusters.

Albert Bourla

Pfizer Chair and CEO

“But as you think about what markers you want to set for the company in the near term, so maybe in 12 months' 

time, kind of  on a 3-year view or a 5-year view, how do you deem success over the short term?:”
Keyur Parekh

GS Analyst

Excerpt From 2019 Goldman Sachs Conference (January 3, 2019)

“I think -- well, it's inevitable that for every CEO, the success is measured through -- with total

shareholder return, how much your stock was appreciated and how much dividend were you able to pass to the 

shareholders. But let's not forget that this is only a surrogate point, a very good one because the market really 

knows how to value your operational value creation. But it is a surrogate point, where fundamental it is how 

much you can stay true to your purpose. And the purpose of  the pharma company is to bring breakthrough 

products that change patients' lives. So the operational measurement of  success will be our ability to 

have a constant flow of  breakthrough innovation that significantly changes the current standards of  care, and 

that's for the long term. So a way to measure it, for us, it is we have put out there a list of 15 potential

blockbusters that could come by the year -- in 5 years, so it is by 2022 when we put it out in '18. And I 

think my focus would be to make sure that we deliver more than our fair risk adjustment of  this 

number, and that will be success.”
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The Company’s TSR Since 2019 Has Been Poor

Source: Bloomberg. Market data as of October 4, 2024.

Pfizer has underperformed over the last five years.

Pfizer Total Shareholder Returns

(25)

(5)

 15

 35

 55

 75

 95

 115

 135

 155

12/31/2018 6/30/2019 12/31/2019 6/30/2020 12/31/2020 6/30/2021 12/31/2021 6/30/2022 12/31/2022 6/30/2023 12/31/2023 6/30/2024

Pfizer S&P 500 NYSE Arca Pharma Index

(13%)

120%

152%

132pts of  

underperformance
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The Company Also Failed to Achieve Constant and Breakthrough 

Innovation

Source: Public company presentation.

We do not believe Pfizer achieved “constant” and “breakthrough” innovations.

Excerpt from Pfizer Q1-2019 Investor Presentation

1

2

3

4

5

6

7

8

9

10
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Capital Allocation Is Extremely Important For Large Pharma Companies

For large pharma companies, like many other companies, it is critical to have 

the discipline to achieve the right return on investment.

Management needs to be held accountable for capital allocation.

Capital allocation is a key value driver for large pharma.
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We Believe the Root Cause of Pfizer’s Issues Are Its Low Expected Return on 

Organic and Inorganic R&D Investments

Source: Public company filings and Bloomberg. (1) Cumulative R&D spend from 2019 to 2023. Includes IPR&D not captured by M&A. (2) Cumulative M&A spend from 2019 to 2023. (3) Cumulative R&D excludes estimated COVID-related R&D of $4 billion.

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a 

certain degree of subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

The Company is expected to generate worst-in-class returns on R&D and M&A.

238% 159%

44% 
42% 41% 41% 

38% 

34% 

31% 

27% 
24% 

17% 
15% 

13% 

10% 

Peer Median: 38% 

NVO LLY JNJ AZN SAN NOVN ABBV ROG AMGN GSK MRK GILD PFE Excl. 

COVID⁽³⁾

BMY PFE

Ex-LOE Revenue Growth (2023 – 2030) Divided by 5-Year Cumulative R&D and M&A Spend(1)(2)

Expected Revenue Return on R&D + M&A Investments



148Source: Public company filings, Visible Alpha, Bloomberg, and CapIQ. (1) Excludes estimated COVID-related R&D of $4 billion.

This is not acceptable.

Illustrative Explanation of  R&D and M&A Efficiency

Pfizer Ex. COVID

(Consensus 2023-30)

$19 billion

$128 billion

÷

15%

2023 to 2030 Consensus 

Estimated Gross Sales 

Growth:

Cumulative R&D + M&A 

Investments  From 2019 to 

2023(1):

Expected Revenue Return on 

R&D + M&A Investments:

The Board Needs to Be Laser Focused On Tracking Pfizer’s Return on 

R&D Investments

$46bn of  R&D 
expenses from 2019 to 2023

(+)

$82bn of  M&A spend

Reminder: Peer Median is ~38%
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Adjusting For LOEs, Pfizer Is Currently Expected to Grow by $19 Billion 

of Revenue From 2023 to 2030

Source: Public company filings, Wall Street Research, Visible Alpha, and Starboard estimates.

This is not acceptable.

Pfizer Sales Bridge (Ex. COVID): 2023 to 2030 

$46

$50

($15)

$19

PFE 2023 LOEs Gross Revenue Growth PFE 2030 Consensus Sales

Gross Revenue Growth

(÷) R&D and M&A

= Revenue Return

$19 billion

$128 billion

15%

We need management focused on 

achieving at least 38% revenue 

growth return and the Board focused 

on accountability and raising 

expectations
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If the Company Is Going to Continue Its R&D Investment Rate, It Needs to 

Generate Considerably More Revenue

Source: Public company filings and Starboard estimates.

The Company needs to achieve higher revenue growth based on its R&D and M&A investments.

Incremental Revenue Growth Required (Ex. COVID)

Cumulative R&D and M&A Investments  (2019 – 2023)

(x) Peer Median Rev. Return on R&D + M&A Investments

=  Required Gross Revenue Growth

(-) Consensus Gross Revenue Growth

= Incremental Gross Revenue Growth Required

$128 billion

38%

$48 billion

($19 billion)

$29 billion
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Specifically, the Company Would Have to Generate $79 Billion in 2030 

Revenue to Achieve Peer Median Revenue Returns

Source: Public company filings, Wall Street Research, and Starboard estimates.

The Company would have to generate $79 billion in 2030 revenue.

Pfizer Sales Bridge (Ex. COVID): 2023 to 2030

$46

$50

$79

($15)

$19

$29

PFE 2023 LOEs Gross Revenue Growth PFE 2030 Consensus Sales Additional Growth Required Pro Forma PFE 2030 Sales

Additional growth required through 2030 

to achieve median return on investment
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The Board Needs to Hold Management Accountable For Achieving Sufficient 

Revenue Returns on R&D and M&A

• We agree with management: “the operational measurement of success will be [Pfizer’s] ability to have a constant flow of breakthrough 

innovation”

• Underlying Pfizer’s ability to produce consistent innovation is its ability to generate attractive revenue returns on its R&D and M&A 

investments

• Management is allocating a substantial amount of shareholder capital

• To-date, the Company has not achieved sufficient revenue returns on R&D and M&A

− The Company is expected to generate revenue returns of just 15% compared to the peer median of 38%

− Pfizer ranks worst-in-class among its peer group on expected gross revenue growth from 2023 to 2030 based on its cumulative R&D and M&A 

from 2019 to 2023

− Capital allocation and M&A is critically important to pharma companies – Pfizer has been worst-in-class

• The Board is responsible for holding management accountable on improving its expected revenue return to at least 38%

Source: Public company filings, Wall Street Research, and Starboard estimates. (1) Excluding COVID.

The Board needs to hold management accountable for improving performance.

Achieving at least 38% 

expected 2030 revenue 

return…

… Would result in 2030  

Sales of  $79bn and Adj. 

EPS of  >$4.25(1)
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The Board Needs to Hold Management Accountable to Achieve the 

Appropriate Returns on Capital

We believe it is unlikely that Pfizer will be able to achieve $79 billion in 

revenue by 2030 thereby making Pfizer’s return on R&D and M&A 

insufficient. 

We believe the Board needs to actively hold management accountable for 

earning appropriate returns on R&D and M&A moving forward.

Pfizer deserves to be best in class.

The Board needs to hold management accountable for capital allocation.
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We Believe There Is Substantial Upside at Pfizer

Source: Bloomberg and CapIQ. 

Starboard has identified BMY, AZN, JNJ, NOVN, ROG, MRK, SAN, GILD, ABBV, AMGN, LLY, NVO, and GSK as the relevant peer set for comparing PFE. Starboard believes these provide appropriate peer comparisons. This presentation is a determination that is subject to a certain degree of 

subjectivity. As the full universe of potential peers is not listed here, the comparisons made herein may differ materially if other firms had been included.

We are excited to own the business at current valuation multiples as we believe there is substantial upside.

We believe concerns regarding the Company’s innovation track record, pipeline, capital allocation, and lost credibility has resulted in a depressed 

valuation multiple. 

P / CY25 EPS

39x 

27x 

17x 16x 15x 15x 14x 
14x 

12x 12x 11x 
10x 

9x 8x 
7x 

Peer Median: 14x 

LLY NVO AZN ABBV AMGN JNJ NOVN ROG SAN GILD MRK PFE GSK BMY PFE
(Median

R&D
Efficiency)
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