
 
 
 

            

 

Research on Bayer (BAYRY) 

 

Description: A German multinational pharmaceutical and life sciences company 

 

Price: $20.00 

Performance: 

     - YTD: -34.42% 

     - 1 YR: -38.74% 

     - 3 YR: -36.74% 

     - 5 YR: -29.70% 

Market Cap: $74.4B 

 

Fundamentals: 

 

See image below as we compared Bayer to Johnson&Johnson, GlaxoSmithKline, and Novartis. 

We must note that it is a bit difficult to value BAYRY right now. Their $63B acquisition of 

Monsanto has officially cleared and will be on the books fully going forward. Not only is it hard 

to calculate and value the synergies the two companies will have it's also difficult to value 

Monsanto's seed business. As many of you may know,  BAYRY has been having an awful year 

mainly due in part to the $289M that was awarded to Dewayne Johnson because Monsanto 



 
 

failed to warn the school groundskeeper and other consumers of the cancer risks posed by 

glyphosate-based RoundUp and Ranger Pro. Mr. Johnson has terminal non-Hodgkin’s 

lymphoma that he alleges was caused by the herbicides but Bayer denies the claims and is still 

in an ongoing lawsuit. The judge later reduced the award to $78M but it is still going through 

appeals. If damages get bad enough, there is a possibility Bayer just shuts down the entire 

business segment but they are a long way from doing that at this moment in time. 

 

The biggest reason shares are where they are is not only because of this one case but the fact 

that they have 8,700 similar cases on their table now, up from 5,200 at the beginning of the 

year. Also, we did a little more research and also found that 16,000 women have sued Bayer 

over their "Essure" contraceptive saying it has caused a wide range of health issues including 

autoimmune disorders, hair loss, anemia, and/or unintended pregnancies. Bayer announced it 

would pull Essure from American markets in December but says the decision is based on a 

decline in sales... I think in the time we wrote this their lawyers made a few mill hahaha 

 

As tempting as you may be to buy the 40% dip here its not always about buying low but 

whether the money will grow or not. Bayer has been in a 5 year slump as the rest of their 

businesses seem to be maturing with low organic single digit growth rates. For example in their 

most recent quarter: (edited)  

- Group sales rose by 8.5% (Fx & portfolio adj.) to €9,481 million (reported:+ 8.8%) 

- Pharmaceuticals posted a sales gain of 3.1% (Fx & portfolio adj.) to €4,217 million. 

- Sales at Consumer Health came in slightly below the prior-year quarter at €1,413 million (Fx & 

portfolio adj. – 1.4%). 

- At Crop Science, sales climbed by 21.4% (Fx & portfolio adj.) to €3,011 million. On a reported 

basis, sales increased by 39.2%, thanks mainly to a portfolio effect of 25.0% (€543 million) from 

the acquisition of Monsanto. 

- Animal Health sales grew by 7.6% (Fx & portfolio adj.) to €453 million 

- EBIT of the Bayer Group fell by 7.7% to €1,351 million (Q2 2017: €1,463 million) 

- EPS was €0.87 in the Q2 2018 (Q2 2017: €1.38), while core earnings per share from continuing 

operations increased by 1.3% to €1.54 (Q2 2017: €1.52) 

 

Just a quick note on the balance sheet: 



 
 

- Net financial debt increased to €44.7B in the second quarter of 2018 due to the acquisition of 

Monsanto 

- Between March 31, 2018, and June 30, 2018, total assets increased by €61.1B to €136.5B, 

mainly due to the acquisition of Monsanto 

- We did a little more digging and also noticed Moody's has a negative rating on their credit at 

Baa1 

 

Below you will see some screenshot related to their drugs on the market and another 

screenshot of those that are in Phase 2 with the FDA. 

 

Technically, the stock was considered oversold but is now within normal ranges here at $20.00. 

The trend is still downtrend and the 50 day moving average is going to act as a resistance level 

at $21.72. There appears to be some support at $17.93 and some more at $17.30. 

 

Overall, there are two reason CUBE won't touch this. One, there is too much legal headwinds 

(which granted if overcome will prob cause a nice pop in shares) and two, I truly can't stand 

these two companies, especially Monsanto. They have such a dirty track record and we're all 

about making money but from a socially responsible perspective we'd rather just find another 

pharma company to invest in. The company posts Q3 earnings on the 13th and that quarter will 

fully reflect the Monsanto acquisition. 
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