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PRA Health Sciences, Inc. is a contract research organization
that provides outsourced clinical development and data solution

services to the biotechnology and pharmaceutical industries
worldwide. 

 
The company was formerly known as PRA Global Holdings, Inc.
and changed its name to PRA Health Sciences, Inc. in July 2014.

PRA Health Sciences, Inc. was founded in 1976 and is
headquartered in Raleigh, North Carolina.

BY  THE  NUMBERS
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$6.7B
MARKET CAP

TICKER: PRAH

PRICE: $106.53
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Clinical Research 
The Clinical Research segment offers product registration services,
including clinical trial management, project management, regulatory
affairs, therapeutic expertise, clinical operations, data and
programming, safety and risk management, biostatistics and medical
writing, quality assurance, and late phase services. It also provides
strategic solutions, such as embedded, functional services provider,
staff augmentation, and custom-built development solutions, as
well as commercialization services; and early development services
for Phase I and Phase IIa studies, and bioanalytical analysis.

Data Solution
 The Data Solutions segment offers data, analytics, technology, and
consulting solutions to the life sciences market. Its services include
market intelligence services, such as targeting and compensation,
and pharmaceutical audit suite services; consulting and services
comprising brand analytics, managed markets, commercial
effectiveness, and scientific studies/clinical hubs; and technology-
enabled products and services. PRA Health Sciences, Inc. conducts
clinical trials in the areas of pharmaceutical development, including
oncology, immunology, central nervous system, inflammation,
respiratory, cardio metabolic, and infectious diseases.

PRAH operates in two segments:
 

1.
a.

2.
a.
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ANALYSIS



At its core, PRAH is a CRO - Contract Research Organization. How big is
this market? The global healthcare contract research organization

market size is expected to reach $54.7B by 2025, according to a new
study by Grand View Research. It's anticipated to expand at a

compounded annual growth rate (CAGR) of 6.6% during the forecast
period with increasing cost of drug developments expected to drive the

growth. Drug maker and sponsor companies are under pressure to
replace the revenue loss caused by generics, increasing patent

expirations, number of partnerships to identify biologics, and growing
R&D costs, which has made drug development more expensive and

complex.
 

China and India are projected to witness tremendous growth in the near
future as they are more susceptible to disease and lack the adequate

resources needed in today's complex environment. Furthermore,
genetically diverse populations, highly qualified investigators, and

well-equipped hospitals are other factors creating growth
opportunities for global clinical trials market. In fact, we are seeing this

now in China with the Coronavirus.
 

With regard to PRAH specifically, their global operations span more
than 90 countries across North America, Europe, Asia, Latin America,

South Africa, Australia and the Middle East with more than 16,000
employees. Since 2000, PRAH has participated in more than 3,800
clinical trials. In addition, PRAH has participated in the pivotal or
supportive trials that led to U.S. Food and Drug Administration or

international regulatory approval of more than 85 products.
 

So put simply, PRAH is like a healthcare consultant that utilizes their
expertise, capabilities, and reach to offer companies an end-to-end

solution to get their product from concept to compound to cure.
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PRA HEALTH'S
MULTI-STEP
APPROACH

EARLY PHASE SOLUTION
Strategically position labs within close proximity to clinical
research units. Provide an efficient and powerful process
that can save six to 12 months on entire Phase I-IIa
development program. They’ve achieved a 95% on-time
study start and completion rate through innovative
applications of technology, integration of clinical and
bioanalytical services, and unique access to patients.

1

2
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EARLY PHASE PATIENT STUDIES
PRAH conducts thousands upon thousands of studies to
help their clients fast track their operations and have
access to key data points. Not only does PRAH have the
resources to do the tests but they also have the library of
data from all the tests to tap into. Examples include: Over
6,000 schizophrenia subjects with over 200 studies for the
chronic brain disorder, extensive database of over 23,000
subjects who suffer from depression with over 175 studies,
randomizing over 800 subjects, 20,000+ subject database in
anxiety, bipolar disease, ADHD, over 1,500 Alzheimer’s
subjects and have successfully conducted over 34 studies,
and have randomized over 100 subjects, over 9,000
diabetes subjects, and over 6,900 Hepatitis C subjects.



PRA HEALTH'S
MULTI-STEP
APPROACH

HEALTHY VOLUNTEERS
PRAH also provides volunteers to conduct studies on as
another means of streamlining the entire process. They
now have an active pool of more than 40,000 volunteers
and patients including both healthy volunteers and various
specific patient populations from the Netherlands,
Belgium, and the US.

3
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PHASE II-III
PRAH's field-based Clinical Trial Liaisons (CTLs) can help
increase participation and enrollment in client's clinical
trials, while also ensuring they receive high-quality data.
CTLs are highly trained PhDs, PharmDs, and medical
doctors with extensive experience cultivating productive
relationships across all key functions of clinical research.

5 REAL WORLD STUDIES
After all of this, end users, regulatory authorities,
physicians, and sponsors want to know how a product
performs in the real world. PRAH has conducted 330 real
world studies, spanning over 265,000 patients, at nearly
19,000 sites in 60 different countries.



As of 2019, many of the largest pharmaceutical firms spend nearly 20% on
R&D. Of the 20 largest R&D spending industries in the world, the

pharmaceutical industry makes up nearly half the list.  As of June 30, 2019,
AstraZeneca (AZN) blazed the path by spending 25.63% of revenues on

research and development. Holding strong, Eli Lilly (LLY) spent 22.38% of
its revenues on R&D as of March 31, 2019. Roche Holding AG (RHHBY)

wasn't far behind with 21.29% spent on R&D as of June 30, 2019. Falling
just below 20%, multinational biotechnology companies Biogen (BIIB) and
Merck spent 15.41% as of June 30, 2019, and 19.70% as of March 31, 2019,

respectively. Pfizer (PFE) and GlaxoSmithKline (GSK) are closer to the 15%
level. On the lower end of the spectrum, Abbott Laboratories (ABT)

dedicates about 7% of revenues to R&D spending as of June 30, 2019.
 

Pharmaceutical companies spend, on average, 17% of revenues
on research and development with big pharma closer to 22%.
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R&D GROWTH IS A
BIG TAILWIND



Several large biopharmaceutical companies have completed mergers
and acquisitions in order to consolidate the outsourcing trends and
R&D expenditures into fewer companies as these huge firms seek
economies of scale. Large pharmaceutical companies represent a

significant portion of their customer base and this is a risk to PRAH. The
pharmaceutical industry is currently undergoing a period of increased

merger activity. This could weaken their client diversity and overall
spend. In addition, consolidation and other factors in the

biopharmaceutical industry, may slow decision making from their
clients and/or result in the delay or cancellation of clinical trials.

 
The healthcare sector (incorporating pharma, medical and biotech) has

seen M&A valued at $256.5B across 645 deals in 2019. This is a
decrease of 9% by volume BUT an increase of 121% by value - which we

would argue is worse.
 

A significant proportion of the rise in deal value is attributable to the
$89.5B acquisition of biotech Celgene by BMS, one of the largest deals

in the sector's history. The third-largest deal also involved a
biotechnology business—Danaher Corporation's $21.4B purchase of GE

Healthcare Life Sciences
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PHARMA
CONSOLIDATION IS A

HEADWIND



CUBE'S TOP
PROS FOR 
PRAH

 

ATTRACTIVE
VALUATION

R&D INDUSTRY
GROWTH

LARGE
ADDRESSABLE
MARKET
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CUBE'S TOP
CONS FOR 
PRAH

 

COMPETITION

INDUSTRY
CONSOLIDATION

LARGE REV SHARE
FROM CERTAIN
CLIENTS
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GLOBAL GEOMETRY YEAR 2018

FINANCIAL

STATEMENTS

 

 CUBEWEALTHPRAH REPORT

BALANCE SHEET



When looking at the assets, cash on hand of $181M is healthy but what
we find pretty obscure is how much goodwill they have recorded. Of the

$3.5B in assets they record, nearly $1.5B is listed in goodwill which is
intangible. Much of this probably comes from the 20 or so acquisitions
they've made throughout their lifetime. Any downward adjustments to

this number could effect EPS negatively. What we will also notice is that
there was a fairly large increase in accounts receivable with two

customers making up over quarter of it as seen below:
 
 
 
 
 
 

There isn't much to worry about with current liabilities but the company
does have about $1.4B in long-term debt owed. In comparison to cash,
this is quite high but PRAH does generate free cash flow to make the

interest payments fairly easily.
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GLOBAL GEOMETRY YEAR 2018

FINANCIAL

STATEMENTS

 

 CUBEWEALTH

INCOME STATEMENT

PRAH REPORT



It's been a pretty good year thus far for PRAH. The company recorded 
 $780.7M of total revenue representing 8.8% growth in Q3 Y/Y. They

also reported  GAAP net income per diluted share of $1.25 and GAAP net
income of $83.0M. Much of the increase in EPS Y/Y is because they

company did not spend $43M in transaction related costs in Q3 2019
like they did in Q3 2018.

 
For the nine months ended September 30, 2019, revenue was $2.26B,

which represents growth of 5.8% Y/Y. Adjusted net income was
$242.3M for the nine months ended September 30, 2019, an

improvement of 22.9% compared to the same period in
2018.

 
PRAH also maintained full year 2019 revenue guidance between $3.02B
and $3.10B, implying growth of 5% to 8% and constant currency growth

of 6% to 8%. They also updated GAAP net income per diluted share to
between $3.58 and $3.64, and updated adjusted net income per diluted

share to between $5.07-$5.12, representing growth of 18% to 20%.
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There is a risk in their revenues that we wanted to point out that we
found in their 10K 2018 SEC filing. 

 
In the year ended December 31, 2018 their top 10 clients represented
56% of revenue, with their largest client representing approximately

9% of revenue and their largest single study accounting for
approximately 3% of their revenue.

 
In the year ended December 31, 2018, they also derived 48% of their
revenue from large pharmaceutical companies - which as we know

from M&A activity are the ones experiencing the most consolidation
and have the biggest pockets. 

 
16% of their revenue comes from small‑ to mid‑sized pharmaceutical

companies, 18% of their revenue from large biotechnology companies -
the same ones also experiencing consolidation, 17% of their revenue

from all other biotechnology companies and 1% of their revenue from
non pharmaceutical companies. 

 
In 2018, the top five clients represented approximately 36% of revenue;

this revenue was derived from a combination of fixed‑fee contracts,
fee‑for‑service contracts and time and materials contracts. 

 
The new data for these numbers will come out next quarter and

hopefully PRAH is a little less dependent on a several big clients -
especially the one that makes up 9% of revs.
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 CUBEWEALTH

CASH FLOW

PRAH REPORT



While EPS has been better in 2019 than 2018, cash flow has not. The
company has only generated $66M in operating cash flow this year so

far vs. almost $200M last year. A lot of this reason is because when
revenue is recorded it doesn't necessarily mean that cash has been

received. That is exactly the case here as we mentioned that accounts
receivable gained quite a bit Y/Y and as result that hurts cash flow and

the adjustment must be made from net income. Accounts receivable
growth of $104M is why operating cash flow isn't close to last year. If

that was actually already collected in cash, operating cash flow would
be closer to $174M this year.

 
On the financing cash flows, PRAH raised $300M in debt and

subsequently bought $300M of stock and yet shares are still down Y/Y.
 

The company pays about $50M a year in interest expenses so cash flow
is certainly enough to pay that down. Right now, what's most important
is keeping an eye on those receivables and whether they get collected

and/or how much they change in the Q4 report.
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$300B
 

47.0%
 

24.8%
 

10.6%
 

SOME OTHER KEY STATS

R&D Spend

Expected R&D Spend w/ CROs

Return on Equity

Net Income Margin

Return on Equity (ROE) is a measure
of the profitability of a business in

relation to the equity, also known as
net assets or assets minus liabilities

Estimates are that approx. 40% of Phase I
through IV of clinical development spend
is outsourced to CROs, and the levels of
penetration are expected to increase to

approximately 47% by 2022

Net Income as a 
percentage of revenues

Estimates are that R&D expenditures by
pharma companies were approx. $293B in

2017 and will grow approx. 3% per year
through 2022. Of this amount, approx. $121B
was spent on development, including $86B on

Phase I through IV clinical development.



PRAH
FUNDAMENTALS

 

Major CRO competitors are ICON plc (ICLR), IQVIA Holdings Inc. (IQV), Lab
Corporation of America Holdings (LH) , and Syneos Health, Inc (SH).

 
From an enterprise value (market cap + debt - cash) to forward sales ratio,
PRAH is in the middle of the pack at 2.5x. IQV is the most expensive at 3.7x

and SYNH is the cheapest at 1.9x.



PRAH
FUNDAMENTALS

 

On an EV/EBITDA basis, PRAH is at 14.1x which is also in the middle of the
pack and fairly attractive. SYNH, which was lowest on a sales basis, is

second cheapest now as this indicates their margins are a bit weaker. LH is
the cheapest at 12x while ICLR is the most expensive at 17.4x.



PRAH
FUNDAMENTALS

 

A highlight to PRAH is that they actually lead the pack in gross margins of
49.3%. The runner up in IQV is about 15% lower at 34.4% and, as mentioned,

SYNH has the weakest margins at 22.1%. As you work down the income
statement, ICLR has the highest profit margins at 13.1% while PRAH slips to 8%.



PRAH
FUNDAMENTALS

 

On the famous Price to Earnings ratio, PRAH trades at an attractive 18.9x
forward earnings. All of these companies are trading at nice levels in

comparison to the broader markets with IQV being the most expensive at
22.6x. For those that are not sure what this ratio means, you are paying

$18.90 for every future dollar in earnings PRAH brings in.



PRAH
FUNDAMENTALS

 

Debt is no stranger to these names so PRAH is not alone here. PRAH
trades at 3.1x debt/EBITDA while IQV trades as high as 6.4x. ICLR is the
healthiest at 1.0x, which means that for every dollar in debt they have,
they match it with $1 in earnings before interest, taxes, depreciation,

and amortization.



PRAH
FUNDAMENTALS

 

All these measures don't mean much if we don't analyze growth. Below is
the 3-year compounded annual growth rate of their revenues. While SYNH

has the lowest margins, they display the highest growth at 65.9%. PRAH is in
the middle of the pack at 25.1% and LH is the slowest at 7.0%. 

 
All of these companies have a tradeoff. For example, LH has the lowest debt
to EBITDA but also the slowest growth rate, SYNH has the worst margins but
fastest growth, and PRAH tends to be in the middle of the pack on almost all

of the figures.



PRAH
TECH ANALYSIS

 



TECH ANALYSIS 

SUMMARY

PRAH's close today was even more

bearish than earlier in the week as the

stock relinquished the 50DMA of $106.83

and closed at $106.53 after being rejected

by the R1 level of $108.43. 

 

Looking at the RSI, MFI, and W%R, CUBE

believes shares will retreat further to the

pivot point of $104.27. In this area, the

stock should catch some support as the

20DMA and 100DMA are also in this zone.

 

If PRAH is unable to hold this level there is

a strong possibility shares will fall further

to the bottom bollinger band of $101.00.

 

Based on what we see right now, CUBE

believes a move down to $104 is likely.

Afterwards, we believe there will be some

consolidation and the stock will give the

50DMA average another try. If this does

not occur, recent history shows strong

support at $101-102.

 



BULLISH OR

BEARISH?

VS.

MORE BULLISH
(POSITIVE)

MORE BEARISH
(NEGATIVE)



Overall, CUBE is neutral but leans slightly bullish on PRA Health

Sciences. The company is valued attractively from a fundamental

standpoint and we believe the emerging markets can be a big tailwind

for the industry over the next decade. With this being said there are

still some areas investors need to be cautious of. Firstly, we need to

keep an eye on consolidation in the industry because if this trend

continues it could mean less spending and competition on R&D which

is awful for PRAH. Secondly, we need to ensure that accounts

receivables does not get anymore out of hand and that single clients

don't make up such a large part of revenues. We feel that when the

2019 10K comes out, these numbers should be more favorable for

PRAH. 

 

On the bull side, studies show that $86B will be spent on Phase I to IV

development per year and grow 3% annually. Studies also show that

40% of Phase I through IV development spend is outsourced to CROs

and will grow to 47% by 2022. This assumes R&D spent with CROs

will grow from $34.4B in 2017 to roughly $46B in 2022 and PRAH is

well positioned to take advantage of this.

PRAH
CONCLUSION



NOTHING IN THIS DOCUMENT, OR ANY DOCUMENTS FOR THAT
MATTER, SHOULD BE USED OR CONSTRUED AS AN OFFER TO SELL, A

SOLICITATION OF AN OFFER TO BUY, OR A RECOMMENDATION FOR ANY
SECURITY. NOR IS IT INTENDED AS INVESTMENT, TAX, FINANCIAL OR

LEGAL ADVICE. INVESTORS SHOULD SEEK SUCH PROFESSIONAL ADVICE
FOR THEIR PARTICULAR SITUATION. CUBE DOES NOT MAKE ANY

GUARANTEE OR OTHER PROMISE AS TO ANY RESULTS THAT MAY BE
OBTAINED FROM USING OUR CONTENT. NO ONE SHOULD MAKE ANY

INVESTMENT DECISION WITHOUT FIRST CONSULTING HIS OR HER OWN
FINANCIAL ADVISOR AND CONDUCTING HIS OR HER OWN RESEARCH
AND DUE DILIGENCE. TO THE MAXIMUM EXTENT PERMITTED BY LAW,

CUBE DISCLAIMS ANY AND ALL LIABILITY IN THE EVENT ANY
INFORMATION, COMMENTARY, ANALYSIS, OPINIONS, ADVICE AND/OR

RECOMMENDATIONS PROVE TO BE INACCURATE, INCOMPLETE OR
UNRELIABLE, OR RESULT IN ANY INVESTMENT OR OTHER LOSSES.

CONTENT CONTAINED ON OR MADE AVAILABLE IS NOT INTENDED TO
AND DOES NOT CONSTITUTE LEGAL ADVICE OR INVESTMENT ADVICE
AND NO ATTORNEY-CLIENT RELATIONSHIP IS FORMED. YOUR USE OF

THE INFORMATION IS AT YOUR OWN RISK. THIS CONTENT IS
CONFIDENTIAL AND MUST NOT BE DISTRIBUTED

DISCLAIMER


