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 We reiterate our BUY-recommendation on AGN amid recent sell-off of pharma stocks. 
 

 We think it is misguided that some investors are using AGN as short-sell proxy for Valeant. This 
trading pattern ignores AGN’s commitment to drug development, in clear contrast to the 
Valeant model. 

 

 Based on recent conversation with AGN executive chairman Paul Bisaro, we see Allergan with 
stronger pricing power and higher margins as it focuses on specialty pharma and medical 
aesthetics, after divesting its global generics business. 

 

 Bisaro also said they would remove “self-regulators” that old Allergan had that capped earnings 
growth at 15%, thus providing greater capacity for growth going forward in new Allergan.   

  

 AGN generates substantial sales from medical aesthetics, which addresses a largely self-payer 
market, rather than third-party reimbursement market. Patients pay out of pocket for aesthetics 
treatment. This insulates these products from the controversy over drug pricing.  Self-payer 
market would not be subject to government price controls, as unlikely as those would be. We 
don’t see price controls passed by GOP-controlled Congress. 

 

 Here is our take on growth opportunities in Medical Aesthetics: 
o Botox platform (16% of revenue) can be expanded in adjacencies and overseas markets 

and bolt-on acquisitions. 
o Kybella (from recent Kythera acquisition) could add $500-$600 million to Medical 

Aesthetics platform. Kybella was approved by FDA for indication of eliminating double-
chin by destroying fat cells. It will be developed for other aesthetics indications, such as 
“love-handles”.  

o Kybella will be nice complement to the Medical Aesthetics portfolio that includes Botox. 



 AGN’s commitment to R&D -  Costs for research, clinical trials, and FDA and EU approval 
processes are investments that justify drug pricing. 

o Company holds Nov. 4 investors meeting at Irvine, California HQ of old Allergan. 
o Demonstrates new Allergan’s commitment to drug development and R&D. 
o Management to detail timelines for commercializing 70 mid-to-late stage R&D projects 

in key therapeutic areas.  
 

 What Allergan could do with $35 billion in proceeds from sale of generics business to Teva. 
o Pay down debt 
o Increase dividend  
o Strategic M&A, in-licensing of early stage drug assets, bolt-on acquisitions that 

complement existing platforms. 
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This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 

 


