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New Drug Pricing Lawsuit Hammer's

Generic Drug Stocks

Anti-Trust Lawsuit Filed by 44 States Accuses 20 Co.’s
of Inflating Prices on More than 100 Products

Stocks of generic Co.’s we follow (including Teva [TEVA, Neutral], Mylan
[MYL, Buy, $35 PT], and Amneal [AMRX, Buy, $18 PT]) were all down
between 10% - 15% today, following the filing of an anti-trust lawsuit by 44
states led by the State of Connecticut’s AG, William Tong. This lawsuit
(which was filed in the US District Court of Connecticut) accuses 20 generic
drug manufacturers of artificially inflating prices and reducing competition
on more than 100 different products, with 15 individuals named in the case.
This is the second case that has been filed against generic drug Co.’s and is
much wider in scope than the original case, which involved just 15 generic
products.

p While it is hard to assess what the potential damages could be to the
generic drug manufacturers that are a target of these investigations, we
can only point to past DOJ settlements and fines, which were paid to
the US Government. We cite two cases, both of which involved MYL -
back in the late-1990s, the Co. was fined a total of ~$147M by the US
Government in a case related to price increases on lorazepam and
clorazepate, and more recently in 2016, MYL settled with the US
Department of Justice and other agencies on its EpiPen for ~$465M.

p Certainly, the scope of this second lawsuit spans a wide variety of
generic products and could lead to much higher fines than what we
have seen in the past. We would highlight that Teva lost ~$2.5B of its
equity value today, with Mylan losing ~$1.1B. Based on our reading of
both lawsuits filed by the State Attorney Generals, there is a significant
amount of information that has been collected from various
communications (phone calls, text messages, etc.). However, this case
will still have to be litigated, which could take quite a bit of time.

p [nsum, we think today’s sell-off in the generic sector may be overdone,
as we are still a ways away from figuring out what the potential future
financial damages may be. In our view, while generic drug pricing may
have been inflated back in 2013 - 2015, many of the prices for generic
products have fallen significantly since then. Price erosion in the
generic drug industry has weighed heavily on the generic industry for
the past several years, with negative effects across the industry. Now,
with the lawsuits from the various state attorney generals it appears the
generic industry will be further penalized for profits it shouldn't have
made.
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In the tables below, we highlight the current financial metrics for eight of the major specialty pharmaceutical Co.’s
including Allergan (AGN, Not Rated), Teva, Mylan, Perrigo (PRGO, Neutral), Bausch Health (BHC, Neutral),
Mallinckrodt (MNK, Not Rated), Endo (ENDP, Not Rated), and Amneal.
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Bausch Health (BHC) is the former Valeant (VRX), effective July, 2018
WR = Withdrawn
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CY19 Consensus EBITDA

Highest to Lowest SM
1 Allergan plc 57,582
2 Teva Pharmaceutical Industries $4,618
3 Mylan N.V. $3,551
4 Bausch Health Companies $3,453
5 Endo International plc $1,271
6 Mallinckrodt plc $1,241
7 Perrigo Company plc $928
8 Amneal Pharmaceuticals, Inc. $602

Debt / EBITDA
Highest to Lowest
1 Bausch Health Companies 6.8 x

2 Teva Pharmaceutical Industries 5.8 x
3 Endo International plc 5.3x
4 Mallinckrodt plc 4.5 x
5 Amneal Pharmaceuticals, Inc. 4.3 x

6 Mylan N.V. 4.0 x
7 Allergan plc 2.9x
8 Perrigo Company plc 2.6x

EV / EBITDA

Highest to Lowest
1 Perrigo Company plc 9.9 x
2 Bausch Health Companies 9.3 x
3 Amneal Pharmaceuticals, Inc. 9.3x
4 Teva Pharmaceutical Industries 8.9 x
5 Allergan plc 8.7x
6 Mylan N.V. 6.9 x
7 Endo International plc 6.5 x
8 Mallinckrodt plc 5.5x

Source: Co. Filings, FactSet, BTIG

BTIG LLC Timothy Chiang (212) 738-6014 www.btigresearch.com
2



http://www.btigresearch.com/

BBIG

BTIG Covered Companies Mentioned in this Report

AMNEAL PHARMACEUTICALS, INC. (AMRX, Buy, $18.00 PT; Current Price: $8.91; Analyst: Timothy Chiang)
BAUSCH HEALTH COMPANIES (BHC, Neutral, $N/A PT; Current Price: $24.57; Analyst: Timothy Chiang)
MYLAN N.V. (MYL, Buy, $35.00 PT; Current Price: $20.08; Analyst: Timothy Chiang)

PERRIGO COMPANY PLC (PRGO, Neutral, $N/A PT; Current Price: $49.77; Analyst: Timothy Chiang)

TEVA PHARMACEUTICAL INDUSTRIES (TEVA, Neutral, $N/A PT; Current Price: $12.23; Analyst: Timothy Chiang)
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Appendix: Analyst Certification and Other Important Disclosures

Analyst Certification
l, Timothy Chiang, hereby certify that the views about the companies and securities discussed in this report are
accurately expressed and that | have not received and will not receive direct or indirect compensation in exchange
for expressing specific recommendations or views in this report.
I, Allison Kelley, hereby certify that the views about the companies and securities discussed in this report are
accurately expressed and that | have not received and will not receive direct or indirect compensation in exchange
for expressing specific recommendations or views in this report.

Regulatory Disclosures

Ratings Definitions

BTIG LLC's ("BTIG") ratings, effective June 12, 2017, are defined as follows:

BUY — A security which is expected to produce a positive total return of 15% or greater over the 12 months following
the recommendation. The BUY rating may be maintained as long as it is deemed appropriate, notwithstanding
price fluctuations that would cause the target to fall outside of the 15% return.

SELL — A security which is expected to produce a negative total return of 15% or greater over the next 12 months
following the recommendation. The SELL rating may be maintained as long as it is deemed appropriate,
notwithstanding price fluctuations that would cause the target to fall outside of the 15% return.

NEUTRAL - A security which is not expected to appreciate or depreciate meaningfully over the next 12 months.
NOT RATED - A security which is not rated or covered by BTIG.

UNDER REVIEW - Effective immediately, coverage of the following securities is Under Review. Ratings, price
targets, disclosures, and estimates for the companies listed below are suspended and should no longer be relied
upon.

Distribution of Ratings and Investment Banking Clients

BTIG must disclose in each research report the percentage of all securities rated by the member to which the
member would assign a “buy”, “neutral” or “sell” rating. The said ratings are updated on a quarterly basis. BTIG
must also disclose the percentage of subject companies within each of these three categories for whom the
member has provided investment banking services within the previous twelve months. Stocks under coverage as

of the end of the most recent calendar quarter (March 31, 2019): 348

Distribution of BTIG’s Research Recommendations (as of March 31, 2019):
BUY: 62.6%; NEUTRAL: 34.8%; SELL: 2.6%

Distribution of BTIG's Investment Banking Services (as of March 31, 2019):
BUY: 25.7%; NEUTRAL: 9.9%; SELL: 0.0%

For purposes of FINRA ratings distribution rules, BTIG's stock ratings of Buy, Neutral and Sell fall into Buy, Hold and
Sell categories, respectively.

Company Valuation and Risk Disclosures
Amneal Pharmaceuticals, Inc. (AMRX, Buy, $18.00 PT)

Valuation: Our $18 price target is based on a discounted cash flow valuation. We apply a ~10x terminal multiple
on our 2023 free cash flow estimate, discounted back at 9.5%.

Risks: Risks include potential delays for generic ANDA's, as well as the potential for additional entrants into key
products on the generic and specialty branded side. Pricing for certain generic products have fallen over the past
year. However, we think new product approvals could provide an offset on the generic side, which could drive a
recovery.
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Note: Closing Price and Tavget Price have been adiusted for corporate actions.

Date Closing Price (5) Target Price (%) Analyst Rating
0E-0ct-15 57.81 48 Timcthy Chiang Buy
21-Jun-1& 28.31 43 Timcthy Chiang Buy
Oe-Aug-15 23.43 30 Timcthy Chiang Buy
08-Mov-15 14 1% Timcthy Chiang Buy
02-Mar-17 9.35 13 Timcthy Chiang Buy
27-Mar-17 12.70 1& Timcthy Chiang Buy
10-May-17 1&.55 20 Timcthy Chiang Buy
22-5ep-17 23 7 Timcthy Chiang Buy
0E-May-18 14.71 20 Timothy Chiang Buy
10-Aug-12 20.30 24 Timothy Chiang Buy
01-Mar-15 13.50 12 Timothy Chiang Buy

The merger of Impax Laboratories, Inc. (IPXL) and Amneal Pharmaceuticals LLC (private) to create Amneal
Pharmaceuticals, Inc. (AMRX) became effective on May 7, 2018.

Bausch Health Companies (BHC, Neutral)

Valuation: Our sum-of-the-parts analysis suggests the shares are worth ~$26 per share, assuming that BHC is
valued at ~4x our CY1g revenue estimate of ~$8.35B. BTIG does not provide price targets on Neutral-rated stocks.
Risks: While BHC trades at a discount, we believe there still remains quite a bit of uncertainty with how payers
will react. In addition, we believe heightened oversight could impact future cash flows. Upside risks include BHC

being acquired. However, we see a low likelihood of this occurring.
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Note: Closing Price and Tavget Price have been adiusted for corporate actions.

Closing Price (%) Target Price (%)
20-Jul-15 239.88 275 Timethy Chiang Buy
23-Jul-15 253.84 260 Timgcthy Chiang Buy
0E6-0ct-15 1&6 250 Timgcthy Chiang Buy
21-0ct-15 11861 210 Timothy Chiang Buy
26-0ct-15 11004 175 Timothy Chiang Buy
25-0ct-15 111.50 MA Timothy Chiang Meutral

Bausch Health Companies (BHC) is the former Valeant Pharmaceuticals International (VRX), effective July, 2018

Mylan N.V. (MYL, Buy, $35.00 PT)

Valuation: Our PT of $35 is based on a discounted cash flow valuation. We apply a 9.5x terminal multiple on our
2022 FCF estimate of $2,975M, discounted back at 10.5%.

Risks: The key risks to our estimates, price target, and rating are MYL's ability to achieve its revenue and EPS
targets as a result of slower-than-expected launches of Rx products and MYL’s ability to make additional
acquisitions.
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Note: Closing Price and Tavget Price have been adiusted for corporate actions.

Date Closing Price (%) Target Price (%) Analyst Rating
18-Jun-15 7256 &5 Timothy Chiang Buy
27-0ct-15 4405 70 Timothy Chiang Buy
11-Feb-1& 41.42 &0 Timgothy Chiang Buy
05-0ct-16 35.54 55 Timgothy Chiang Buy
Os-Aug-17 32.08 42 Timgothy Chiang Buy
04-0ct-17 37.80 45 Timgothy Chiang Buy
05-lan-18 44 54 55 Timgothy Chiang Buy
27-Feb-1% 26.01 35 Timothy Chiang Buy

Perrigo Company plc (PRGO, Neutral)

Valuation: Our DCF analysis suggests that PRGO shares are worth ~$60 per share. We arrive at that price by
applying a 10x terminal multiple on our 2022 EBITDA estimate, discounted back at 12.5%. BTIG does not provide
price targets on Neutral-rated stocks.

Risks: The key risks are 1) PRGO's ability to achieve its revenue and EPS targets as a result of slower-than-
expected launches of its OTC/Rx products 2) PRGO'’s ability to make additional acquisitions 3) Continued price
erosion in key segments, including the generic Rx business.
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Note: Closing Price and Tavget Price have been adiusted for corporate actions.

Closing Price (%) Target Price (%)
03-Jun-15 155.88 223 Timethy Chiang Buy
22-0ct-15 147 68 150 Timethy Chiang Buy
18-Feb-1& 130.40 70 Timgcthy Chiang Buy
25-Apr-1& 5540 MA Timgcthy Chiang Meutral

Teva Pharmaceutical Industries (TEVA, Neutral)

Valuation: We rate Teva shares Neutral. Our DCF analysis suggests TEVA shares are worth ~$18 per share. BTIG
does not provide price targets on Neutral-rated stocks.

Risks: Key risks to our Neutral rating include revenues and cash flows exceeding our estimates, higher than
expected cost cuts being implemented, the Co. is able to pay down debt faster than we expect, weaker than
expected generic segment sales, an acceleration in Copaxone sales erosion due to multiple generics, and weaker
than expected Ajovy sales.
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Teva Pharmaceutical Industries (TEVA)
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Note: Closing Price and Tavget Price have been adiusted for corporate actions.

Date Closing Price (%) Target Price (%) Analyst Rating
0&-Iul-15 £l.66 Iri Timothy Chiang Buy
05-May-16 52.81 75 Timothy Chiang Buy
16-Mow-1& 38.07 A, Timcthy Chiang Meutral
11-5ep-17 18.50 24 Timothy Chiang Buy
02-Mow-17 11.23 1& Timothy Chiang Buy
15-Dec-17 18.61 20 Timothy Chiang Buy
18-lan-18 2071 M/ Timcthy Chiang Meutral
02-Feb-18 2057 17 Timethy Chiang Sell
16-5ep-18 22.85 M8 Timothy Chiang Meutral

Company-Specific Regulatory Disclosures
BTIG LLC expects to receive or intends to seek compensation for investment banking services in the next 3
months from: Amneal Pharmaceuticals, Inc. (AMRX)

Other Disclosures
Additional Information Available Upon Request

General Disclosures

Research reports produced by BTIG LLC ("BTIG") are published for and intended to be distributed solely to BTIG
institutional and corporate clients. Recipients of BTIG reports will not be considered clients of BTIG solely because
they may have received such BTIG report.

To the extent recipient accesses BTIG research, whether on a BTIG research website or through a third-party
platform, BTIG is able to search, filter, download and review information on the readership of BTIG's research,
including the specific research consumed and the name, company name, email address and, in certain
circumstances, the location of the individual who accessed the research (the “Readership Information”). Recipient
consents to BTIG's receipt of the Readership Information, including receipt of that information from a third party.

The research analyst(s) responsible for the preparation of this report receives compensation based upon a variety
of factors, including the quality and accuracy of research, internal/client feedback, and overall Firm revenues.

BTIG LLC Timothy Chiang (212) 738-6014 www.btigresearch.com
9



http://www.btigresearch.com/

BTIG reports are based on public information and BTIG considers the same to be reliable, comprehensive
information, but makes no representation or warranty that the reports are accurate or complete. BTIG opinions and
information provided in this report are as of the date of the report and may change without notice. An issuer may
be classified as “Under Review” or “Research Restricted”. In these cases, investors should consider any previous
investment recommendation and/or rating to a subject company/issuer to no longer be current and should not be
relied upon nor considered a solicitation.

This research reportis not an offer to buy or sell or solicitation of an offer to buy or sell any security in any jurisdiction
where such an offer or solicitation would be illegal. This research report was not drafted specifically for any
particular individual or entity and is not a personal recommendation to participate in any particular trading strategy
or transaction. Any recipient of this research report should obtain independent advice specific to their personal
circumstances before undertaking any investment activity and must make their own independent evaluation of any
securities or financial instruments.

Facts, views or opinions presented in this report have not been reviewed by, and may not reflect information known
to, employees or other professionals in the “BTIG Group” (BTIG Group includes, but is not limited to, BTIG and its
parents, subsidiaries and/or affiliates). BTIG Group employees, including Sales Representatives and Traders, may
provide oral or written commentary or advice that may be inconsistent with the opinions and/or views expressed in
this research report. BTIG Group employees and/or its affiliates not involved in the preparation of this research
report may have investments in securities or derivatives of securities of companies mentioned in this report that
are inconsistent with the views discussed in this report.

Investors in securities products bear certain risks in conjunction with those investments. The value of, and income
from, any investments may vary because of changes in interest rates or foreign exchange rates, securities prices or
market indexes, operational or financial conditions of companies or other factors within or beyond the companies
control. Recipient of the research reports should be aware that investments in securities may pose significant risks
due to the inherent uncertainty associated with relying on forecasts of various factors that can affect the earnings,
cash flow and overall valuation of a company. Any investment in securities should be undertaken only upon
consideration of issues relating to the recipient’s overall investment portfolio and objectives (such as diversification
by asset class, industry or company) as well as time horizon and liquidity needs. Further, past performance should
not be taken as an indication or guarantee of future performance, and no representation or warranty, express or
implied, is made regarding future performance. There may be time limitations on the exercise of options or other
rights in any securities transactions.

Investing in foreign markets and securities, including ADRs, is subject to additional risks such as currency
fluctuation, limited information, political instability, economic risk, and the potential for illiquid markets. Investing
in emerging markets may accentuate these risks. Non-U.S. reporting issuers of foreign securities, however, may
not make regular or complete public disclosure relating to their financial condition or the securities that they issue.

The trademarks and service marks contained herein are the property of their respective owners. Third-party data
providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness
of the data they provide and shall not have liability of any damages of any kind relating to such data. The report or
any portion hereof may not be reprinted, sold or redistributed without the written consent of BTIG. This report is
intended only for use by the recipient. The recipient acknowledges that all research and analysis in this report are
the property of BTIG and agrees to limit the use of all publications received from BTIG within his, or her or its, own
company or organization. No rights are given for passing on, transmitting, re transmitting or reselling the
information provided.

Jurisdiction and Dissemination
BTIG is a U.S. broker-dealer and member of FINRA and SIPC.
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BTIG Australia Limited ACN 128 554 601, member of ASIC and ASX; BTIG Hong Kong Limited, an Exchange
Participant of SEHK and licensed and regulated by the SFC; BTIG Ltd, member of the LSE, authorized and regulated
by the FSA; and BTIG Singapore Pte Ltd, registered and licensed with MAS; are all separate but affiliated entities
of BTIG. Unless governing law permits otherwise, you must contact a BTIG entity in your home jurisdiction for
further information, or if you want to use our services in effecting a transaction.

Issued and approved for distribution in the UK and EEA by BTIG Ltd. to eligible counterparties and professional
clients only. Issued and distributed in Australia to “wholesale clients” only by BTIG Australia Limited. In Singapore
and Hong Kong, further information may be obtained from BTIG Singapore Pte Ltd and BTIG Hong Kong Limited,
respectively.
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