
Price : $363BUY : MCK PT : $412 Upside : 14%

McKesson Corporation [NYSE: MCK]

Binghamton Investment Fund | Healthcare Sector
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Recent M&A:

$875 million

Acquisition of RSXX

McKesson Fast Facts 

Company Overview 

Price Performance

Management

2

40M+ 
Prescription 

deliveries per 

year

Brian Tyler Nancy Avila Kirk Kaminsky

Chief Executive Officer of 

McKesson Corporation

Executive Vice President, 

CIO & CTO

President, U.S. 

Pharmaceutical
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3/26/2018 3/26/2019 3/26/2020 3/26/2021 3/26/2022

MCK S&P500

#1 distributor 

in community 

oncology 

750,000+ suppliers and 

50,000+ pharmacies

650+ biopharma brands served

99.9% pharmaceutical order accuracy 

in North America

50%+ U.S. physicians served with

medical-surgical products each year
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Segment Distribution

Areas of Operation 

Financial Metrics

Geographic Presence

3

WEST

9 Distribution 

Centers

MIDWEST

5 Distribution 

Centers

NORTHEAST

7 Distribution 

Centers

SOUTH

6 Distribution 

Centers

EV/

EBITDA

EV/

Revenue

0.20x 17.4x

0.15x 9.60x

0.91x 9.68x

0.46x 7.02x

Largest drug distributor in the US, responsible for 1/3

of all pharmaceuticals used each day in North America  

Pharmaceutical 

Distribution
Utilizes integrated 

delivery networks to 

deliver prepackaged 

goods and services

Medical-

Surgical
Provides medical-

surgical supplies and 

equipment to areas 

of care and medical 

locations

Prescription 

Technology
CoverMyMeds

connects customers 

to a network with 

improved 

medication access
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Diversified Revenue Liquidity Strength Healthy Leverage

Internal Cost Saving Measures

Financial Stability 

U.S
Pharmaceutical

International
Segment

Medical-Surgical

Prescription
Technology

0

2,500

5,000

7,500

2020 2021 2022 2023 2024

Long-Term Debt

Current 

Quick

Cash 

0.97x

0.58x

0.09x

2020

1.13x

0.75x

0.11x

2024E

0%

4%

8%

12%

16%

2021 2022 2023 2024 2025 2026 2027

SG&A Growth Relative to Revenue 
Growth

SG&A (% of Rev) Revenue Growth

SG&A cut 12% in 2023 due 

to divestiture with lower 

projected growth, allowing 

greater bottom-line strength 

Low margins in Europe* 

comparative to US due to 

universal healthcare coverage 

which hinders revenue

*Countries with dark tones have universal healthcare
4
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Investment Thesis

5

Growth of Oncology 

Industry

Focus on Core 

Development in US

Sustainability Within 

Industry

The booming of the oncology (cancer) industry will support McKesson’s 

operating segment and margins as more blockbuster products are hitting the 

market in 2023

The divestiture in Europe will permit reallocation of cash to strengthen the 

balance sheet and reinvest in core growth segments: oncology and biopharma 

services, and core pharmaceutical and medical distribution

McKesson stands largely alone in the medical distribution industry and its ability 

to withstand high operating expenses while at a discounted stock price makes 

it an attractive investment
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What is Oncology?

Oncology/Pharmaceutical Services 

North American Oncology Drug Market $25B+ Opportunity

Addressable Market

$55B+ Market

Practices
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$
) Clinical Technology

CAGR: 11.1%

2,000+ 
Care Providers

Goal:
Address 15% of 

new cancer 

patients

250+ 
Trial Locations

Goal:
Accruing more 

patients for 

clinical trials

10M+ 
Patient Visits

Goal:
Improving data 

& provider 

technology

6

Radiation 

Oncology

Medical 

Oncology

Surgical 

Oncology

$30B+ 

Market 

Opportunity 

as the #1 

Distributor 

of 

Community 

Oncology

Research Data Technology Distribution

Oncology is the branch of medicine that specializes in the 

diagnosis and treatment of cancer
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Pharmaceutical Industry

Oncology/Pharmaceutical Services 

Innovating Biopharma Services

The Three A’s

Access AdherenceAffordability

7

Offering industry leading  

prescription price transparency 

and patient benefit insights

Programs with a network of 

50,000+ pharmacies & 750,000+ 

providers for drug coverage

Companies Product Industry

Leqembi Alz. Dis.

Donanemab Alz. Dis.

Epcoritamab Lymphoma

Mirikizumab Crohns Dis.

Rituximab Lymphoma

Innovate to address $15B+ Market Opportunity

Market Opportunity

$6B+ $1B+ $8B+

Solution

Electronic Prior 

Authorization  

Automatic 

Coupon Program

Education  

Assistance
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European Divesture

Core Growth

Healthier Bottom Line Long-Term Opportunity

Paying Down Debt

8

2021

Divested France, Italy, Ireland, 

Portugal, Belgium and Slovenia

2023

11/12 divested- Norway only 

country with active operations

2020

1.81x

2024E

0.77x

Debt / EBITDA

MCK has been reducing LT debt for 

past 3 years despite having a lower 

multiple than competitors (Cardinal 

Health 49x 2022)

Paying down debt from divestiture can 

grow margins and reallocate cash
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Projected Free Cash Flow to MCK 2023 Outlook

U.S. Pharmaceutical 3-5% Growth

Prescription Technology Solutions 14-20% Growth

Medical-Surgical Solutions 8-14% Growth

MCK to enhance value proposition by bringing acquired 

businesses together to support distribution network and 

oncology growth

2023 Outlook
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Strong Government Relationship

Dominant Market Share & Proven Stability 

Price to Free Cash Flow Ties to Major Retail Pharmaceuticals

Dominant Pharmaceutical Market Share
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U.S Pharmaceutical Distrubtion Market McKesson Market Share

0 2 4 6 8 10 12 14 16 18

McKesson

Amerisource

Cardinal Health

Accounted for 21% of total revenue 

Extended contract until 2027

Expanded distribution agreement

Agreed on a sourcing partnership

$10B in annual sales 

DTS delivery of products until 2029

Given government contract by the CDC to distribute 

COVID-19 vaccines and supply kits

Successfully distributed over 200 million Moderna and 

Johnson & Johnson vaccines

Contracted with the Department of Veteran Affairs to 

supply the agency’s 700 healthcare facilities

Is the centralized distributor for the CDC’s Vaccines for 

Children program for over 14 years

9
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Valuation

Analyst Ratings

Valuation Weight

10

Current Price: $363 Price Target: $412

100 200 300 400 500 600 700

52-Week Range

Street

Forward EV/EBIT

P/E

DCF MM (Revenue)

DCF MM (EBITDA)

DCF GG

60%20%

20%

DCF MM

DCF GG

Comps

DCF MM: $415

DCF GG: $468

Comps: $348

Barclays BUY $415 PT

Jefferies BUY $450 PT

JP Morgan BUY                      $432 PT

Morgan Stanley BUY $426 PT

Deutsche Bank BUY $430 PT
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Risk Analysis

Mckesson has built resilient relationships 

that drive long-term revenue and stability

Active ventures brought on by management 

positions for expansive market opportunity

Strong pricing power in market triopoly 

gives recessionary resistance

Bear Case

• Legislation furthers opioid 
dist. charges

• MSS segment accelerated 
contraction

• RX savings synergies are not 
fully realized

Base Case

• Opioid settlement act & one-time 
charges close

• Global oncology market 
continues traction 

• Customer distribution 
channels remain active

Bull Case

• Generic manufacturers win key 
therapy patents

• Joint venture expands oncology 
presence

• PTS segment operating margin 
growth

11

285

315

345

375

405

435

Mar-22 Jun-22 Sep-22 Dec-22 Mar-23 Jun-23

1

2

3



Price : $363BUY : MCK PT : $412 Upside : 14%

Questions?
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Appendix

13

Appendix A: Income Statement

Appendix B: Balance Sheet

Appendix C: Cash Flow Statement

Appendix D: Revenue Build

Appendix E: NWC and D&A Projections

Appendix F: WACC

Appendix G: Comparable Companies Analysis

Appendix H: Discounted Cash Flow Analysis

Appendix I: Annotated Stock Chart

Appendix J: Oncology Market Projections
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Appendix A: Income Statement 

14
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Appendix B: Balance Sheet
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Appendix C: Cash Flow Statement

16
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Appendix D: Revenue Build
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Appendix E: NWC 
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Appendix E2: CapEx and D&A Projections
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Appendix F: WACC
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Appendix G: Comparable Companies Analysis

21
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Appendix H: Discounted Cash Flow Analysis
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Appendix I: Annotated Stock Chart

23

Biden administration 

allocates $1.5B to 

tackle U.S. opioid 

crisis

CVS partnership 

extended and Rx 

Savings $875M deal 

closing

Virginia opioid 

settlement - $400M

Oklahoma opioid 

settlement - $250M

ABC earnings miss, 

peer negative 

sentiment builds on 

triopoly market
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Appendix J: Oncology Market Projections
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