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Signs of Life

INSIGHT

Teva Pharmaceutical’s stock was a poster child for “dead money” for quite some time prior to new management taking
over in 2023. With recovery underway, how does Sound Shore Management's Peter Evans see the prognosis from here?

When long-time pharma executive
Richard Francis was named CEO of Teva
Pharmaceutical at the beginning of 2023,
there was plenty of skepticism he could re-
vive the comatose patient. Once a go-go
growth name as it became the global lead-
er in developing and selling generic drugs,
the company was struggling to adapt to
a changing and less lucrative environment
for generics. Its entire market cap when
Francis took over was only 25% of what
the company paid just for its last big ac-
quisition — buying the generics business of
Allergan — less than seven years earlier.
Francis’ recovery plan for the company
has emphasized building its branded drug
portfolio, refining its generics strategy, and
improving operating effectiveness. The
early returns have been encouraging: Rev-
enues that had fallen for six straight years
ending in 2022 have increased every year
since. Operating margins since 2022 have
increased 500 basis points, to 23%. The
shares, at just over $9 when Francis took
over, now trade at around $34.
While Teva’s health has much
proved, Sound Shore Management's Pe-
ter Evans believes even brighter days are
ahead. Relatively new-to-market branded
drugs Austedo (for tardive dyskinesa),
Uzedy (for schizophrenia) and Ajovy (for
migraines) are increasingly being adopted
for treatment and are driving 20% annual
growth in the overall branded-drug busi-
ness. Patented drugs now make up almost
40% of revenues and Evans expects that
to top 50% within the next three years.
In generics, the company is pushing for
quality over quantity. It’s cutting back on
the number of generic drugs it’s making,
focusing on more complex molecules and
biologic medicines. These are much more
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difficult and expensive to copy and, once
on the market, tend to be longer-lived and
more profitable.

Value investors typically get comfort-
able investing in pharmaceutical compa-
nies when they believe the shares trade

at a discount to the earnings generated
by the existing on-market drugs, leaving
the pipeline of new products as better-
than-free optionality on the upside. That's
what Evans sees here. He doesn't believe
the current 12.6x forward P/E and 6%

INVESTMENT SNAPSHOT

Teva Pharmaceutical
(NYSE ADR: TEVA)

Business: Worldwide development, produc-
tion and sale of generic and, increasingly,
branded pharmaceutical products.

Share Information (@2/27/26):

Valuation Metrics

(@2/27/26):

TEVA S&P 500
P/E (TTM) 28.0 24.7
Forward P/E (Est.) 12.6 21.9

Largest Institutional Owners

Price 33.86 (@12/31/25 or latest filing):
52-Week Range 12.46 - 37.34 ]
ompan % Owned
Dividend Yield 0.0% ﬂ—"—; - "6 »
Market Cap $39.43 billion orges Bank Inv Migm A7
Migdal Mutual Funds 5.7%

Financials (TTm): Phoenix Inv 5.2%

Revenue $17.26 billion

Operating Profit Margin 22.9% Short Interest (as of 2/15/26):

Net Profit Margin 8.2% Shares Short/Float 3.2%
TEVA PRICE HISTORY
40 40
35 35
30 30
25 25
20 20
15 15
10 10
5 5

2023 2024 2025 2026

THE BOTTOM LINE

The company has done an excellent job in selling its new branded drugs and in building
its new-product pipeline, says Peter Evans. He thinks the shares on the existing business
trade at a material discount to value and that the pipeline offers significant upside beyond.

Sources: S&P Capital I1Q, company reports, other publicly available information
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free-cash-flow yield appropriately reflect
the 10%-plus annual earnings growth he
expects the existing products to generate
over the medium term.

That leaves a pipeline with what he
considers multiple potential blockbusters
as a free option. He likes that manage-
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UNCOVERING VALUE: Teva Pharmaceutical

ment has taken a conservative approach
to R&D, teaming in almost all cases with
name-brand partners. Anti-inflammato-
ry treatment duvakitug, for example, is
a partnership with Sanofi that has had
highly promising trial results. Another
expected big winner, a long-acting inject-
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able treatment for schizophrenia called
olanzapine, has publicly traded Royalty
Pharma as a co-investor. "On-market
drugs will fuel growth until we get into the
mid-2030s and then the pipeline will kick
in," he says. "That's a good position for a
company like this to be in."
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