ANNUAL RATES Past

Past Est'd '06-'08

of change (per sh) 10 Yrs. 5Yrs. to'12-'14
Sales 51.0% 48.0% 14.5%
“Cash Flow” -- 70.0% 12.5%
Earnings .- 735% 12.0%
Dividends -- -- Nil
Book Value 18.5% 33.0% 26.0%
Cal- QUARTERLY SALES (§ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2006 6929 6853 748.7 899.2 |3026.1
2007 | 1028 1050 1058 1094 |4230.0
2008 | 1258 1278 1371 1428 |5335.0
2009 | 1530 1550 1600 1650 | 6330
2010 | 1660 1700 1740 1800 | 6900
Cal- EARNINGS PER SHARE A Full
endar [Mar.31 Jun.30 Sep.30 Dec.31| VYear
2006 .28 .28 .32 .39 127
2007 43 42 42 Al 1.68
2008 51 46 .52 .61 2.10
2009 .66 .65 .65 .64 2.60
2010 .70 .70 .70 .70 2.80
Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2005
2006 NO CASH DIVIDENDS
2007 BEING PAID
2008
2009

ing water since our April report. Like
many of its large-cap biotech brethren,
Gilead has been underperforming the
broader market averages lately. Some of
this is due to investors rotating out of this
sector into more economically sensitive in-
dustry vehicles. Gilead has also been
dogged by investor negativity regarding
the CV Therapeutics (CVTX) buy, com-
pleted April 17th, for $20 a share ($1.4 bil-
lion). Many investors thought that Gilead
paid too much for CVTX, a cardiovascular
drug maker. Moreover, market watchers
have questioned the commercial potential
of Darusentan, a cv drug inherited from
Gilead’s acquisition of Myogen. In particu-
lar, Darusentan’s safety profile has come
into question. Overall, investors appear to
be souring on Gilead'’s decision to diversify
into the cardiovascular arena.

Still, the company needs to diversify
away from its core HIV franchise.
Gilead is considered to be the market
leader for HIV medicines. Sales from its
extensive stable of HIV products (which
include Viread, Emtriva, Truvada, and
Atripla) have soared over the last few
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Gilead Sciences was incorporated in the | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | ©VALUELINEPUB, INC| 12-14
state of Delaware in June of 1987. The com-| 24| 26| 30| 59| 102| 148 | 212 | 328 | 454| 58| 7.05 7.85 Salespersh 1040
pany completed its initial public offering in| do5| do4| d13| 13| 38| 53| 90| 131 | 179| 232| 275 300 “CashFlow” persh 3.65
January of 1992, issuing 11.5 million shares | d.07 | dos | d.14 1 35 50 84| 127| 168| 210| 260| 280 |Earnings persh A 335
of common stock for total proceeds of . . . - - - .- - . . Nil Nil | Div'ds Decl'd per sh Nil
$86.25 million. Two more stock offerings fol- 02 02 03 02 05 .06 05 11 08 13 13 137[Cap'T Spending per sh 15
lowed, one of 3.34 million shares raising 42 A7 59 72| 118 208| 329 | 197 | 371| 456| 595| 7.25|Book Value persh 13.80
$50 million in December of 1992, and an- [ 705.48 | 754.30 | 772.16 | 790.38 | 853.01 | 897.64 | 919.45 | 922.25 | 932.48 | 909.82 | 900.00 | 880.00 |Common Shs Outsty © | 860.00
other of 4 million shares in August of 1995, NMF [ 366 | 326 | 253 | 245 236| 234 Boldfiglresare |Avg Ann'l PIE Ratio 220
which raised $94.2 million in proceeds. NMF | 209 | 172 135 | 132| 125| 143 VaIIU_e Lline Relative PIE Ratio 145
estimates NN A .
CAPITAL STRUCTURE as of 3/31/09 . - - - - - - - Avg Ann'l Div'd Yield Nil
Total Debt $1117.5 mill. Due in 5 Yrs $1305 mil. 169.0 | 1956 | 2338 | 466.8 | 867.9 | 1324.6 | 1947.7 | 3026.1 | 4230.0 | 5335.0 | 6330 | 6900 |Sales ($mill) 8950
LT Debt 1111.9 mill. LT Interest $39.5 mill NMF | NMF | NMF | 204% | 416% | 49.5% | 54.7% | 55.6% | 524% | 52.1% | 52.0% | 505% |Operating Margin 46.5%
(Includes $650 mil. 5% convertible note due | 26| 120 147[ 144 209| 244 358| 473 | 5L3| 1025| 155 180 [Depreciation ($mill 255
2011, convertible at $38.75 per share, and $460 | 0482 | d43.1|d1143| 881 | 3035 | 449.4 | 792.1 | 11615 | 1615.3 | 2011.2 | 2340 | 2465 | Net Profit ($mill) 2880
mill. .625% conv. note due 2013, conv. at $38.10.) -- -- --| 15% | 52% | 315% | 26.7% | 33.8% | 28.9% | 26.5% | 27.5% | 28.0% [Income Tax Rate 30.0%
Leases, Uncapitalized: $23.6 mil. NMF | NMF | NMF | 18.9% | 35.0% | 33.9% | 40.7% | 38.4% | 38.2% | 37.7% | 37.0% | 35.7% |Net Profit Margin 32.2%
No Defined Benefit Pension Plan 3241 | 5356 | 627.7 | 10789 | 1080.0 | 1596.2 | 26369 | 16649 | 2292.0 | 3079.3 | 3040 | 3040 |Working Cap'l (smill) 3975
Common Stock 906.489 730 shs. 53 22 4 3| 3453 2| 240.7 {13000 | 1300.0 | 13740 | 1110 | 900 [Long-Term Debt ($mill) 900
as of 4/26/09 T 2973 | 3511 | 4524 | 5713 | 1003.0 | 1870.9 | 3027.8 | 1815.7 | 3460.0 | 41525 | 5375 | 6400 |Shr. Equity ($mil) 11875
N NMF [ NMF | NMF | 16.6% | 23.3% | 24.2% | 24.2% | 37.6% | 34.1% | 36.5% | 31.0% | 28.5% |Return on Total Cap'l 25.0%
MARKET CAP: $40.9 billion (Large Cap) NMF | NMF | NMF | 15.4% | 30.3% | 24.0% | 26.2% | 64.0% | 46.7% | 48.4% | 43.5% | 38.5% |Return on Shr.Equity | 33.5%
NMF | NMF | NMF | 154% | 30.3% | 24.0% | 26.2% | 64.0% | 46.7% | 48.4% | 43.5% | 38.5% |Retained to Com Eq 33.5%
CUI(?$|§AIIELI\ET POSITION 2007 2008 3/31/09 .- .- .- .- - .- - - .- - Nil Nil |All Div'ds to Net Prof Nil
Cash Assets 1172.0 1790.1 2060.2 | BUSINESS: Gilead Sciences discovers, develops, and commercial-  8.1%; R&D expense: 14.2% of sales. Acq. NeXstar Pharm.; 7/99,
ﬁﬁ,‘éﬁ%ﬁble&v cst gggé 18%§g 18329 izes proprietary treatments for viral diseases, marketing them in the  Triangle Pharm.; 1/03. Has about 2,860 employees. Officers and
Other v AV 4612 5589 551.0 | U.S. and abroad. Drugs currently on the market include AmBisome directors own 2.2% of common stock; FMR Corp., 5.4%; Axa Fin.,
Current Assets 3028.3 43003 46159 | (an antifungal agent), Atripla, Truvada, Viread, Emtriva (for the 5.7% (4/09 proxy). Chrmn.: James M. Denny. Pres. & CEO: John
Accts Payable 290. 3 601 2 578.4 | treatment of HIV), Tamiflu (influenza), Vistide (for CMV retinitis in ~ C. Martin, Ph.D. Inc.: CA. Address: 333 Lakeside Drive, Foster City,
Debt Due 5.6 5.6 | patients with AIDS), and Hepsera (for hepatitis B). 2008 depr. rate:  CA, 94404. Tel.: 650-574-3000. Web: www.gilead.com.
Other 4457 614.2 677.8 . - - - - -
Current Liab. 7363 12210 12618 | Gilead Sciences’ stock has been tread- years. The introduction of these drugs into

a greater assortment of countries, price
hikes where possible, and approvals for
use in other diseases (e.g., Viread for
hepatitis B), have been the reasons for the
revenue advances. There will come a time
in the not too distant future, however,
when sales growth of these products will
stall. Gilead is preparing for that
eventuality by investing heavily in estab-
lishing a highly visible global cardiopul-
monary franchise. To this end, it has ac-
quired Myogen (Letairis and Darusentan),
Corus (Aztreonam Lysine), and CVTX
(Lexiscan and Ranexa).

This timely and good-quality issue
doesn’t look to have notable long-term
potential. We doubt the stock will per-
form as well as it has over the past three
to five years. GILD’s pipeline is probably
the weakest in the large-cap biotech sec-
tor. Still, its leadership in the HIV market,
greater-than-expected Darusentan poten-
tial, and the periodic resurgence of
Tamiflu royalties due to flu epidemics
should keep average annual earnings
moving up at a decent rate.

Jeremy J. Butler July 17, 2009

(A) Diluted earnings. Excludes nonrecurring | (B) In millions. Adjusted for splits.

gains/(charges):

‘98, ($0.22); '99, $0.75; 02,

(4¢); '03, ($0.89); '05, $0.03; '06, ($2.56); '08
(1¢). Next earnings report due late July.
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