
www.jpmorganmarkets.com

North America Equity Research
02 March 2017

OPKO
Overweight
OPK, OPK US

4Q Recap - Focus on Rayaldee Launch Continues
▼

Price: $8.37

Price Target: $12.00
Previous: $14.00

Pharmaceuticals — Major & 
Specialty

Dana Flanders, CFA 
AC

(1-212) 622-1256

dana.c.flanders@jpmorgan.com

Chris Schott, CFA

(1-212) 622-5676

christopher.t.schott@jpmorgan.com

Christopher Neyor

(1-212) 622-0334

christopher.z.neyor@jpmorgan.com

Aditi Singhania, PhD

(1-212) 622-1267

aditi.singhania@jpmorgan.com

J.P. Morgan Securities LLC

YTD 1m 3m 12m
Abs -10.0% -3.0% -18.8% -10.5%
Rel -17.0% -8.1% -28.2% -31.6%

OPKO Health, Inc. (OPK;OPK US)

FYE Dec 2014A 2015A 2016A 2017E
(Prev)

2017E
(Curr)

2018E
(Prev)

2018E
(Curr)

EPS Reported ($)
Q1 (Mar) (0.11) (0.26) (0.02) (0.04) (0.03) - -
Q2 (Jun) (0.06) (0.09) 0.03 (0.03) (0.02) - -
Q3 (Sep) (0.11) 0.25 (0.03) 0.01 0.01 - -
Q4 (Dec) (0.12) 0.00 (0.02) (0.01) (0.02) - -
FY (0.41) (0.06) (0.05) (0.08) (0.06) 0.18 0.09
Bloomberg EPS FY ($) -0.32 -0.07 -0.06 - -0.01 - 0.20
Source: Company data, Bloomberg, J.P. Morgan estimates.

Company Data
Price ($) 8.37
Date Of Price 01 Mar 17
52-week Range ($) 12.15-7.99
Market Cap ($ mn) 4,622.16
Fiscal Year End Dec
Shares O/S (mn) 552
Price Target ($) 12.00
Price Target End Date 31-Dec-17

See page 5 for analyst certification and important disclosures.
J.P. Morgan does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that 
the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single 
factor in making their investment decision.
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OPKO reported 4Q/16 results after the close, with revenues of $275mn 
that was slightly below our estimate on BRL seasonality, while EPS of 
($0.04) was roughly in line. Beyond the quarter, focus remains on the 
ongoing Rayaldee launch with now 3 months of scripts data and OPK’s 
efforts to continue to drive TRx growth. With Rayaldee early in its launch 
cycle, we will continue to watch scripts closely, and will also look for 
additional catalysts in 2017, such as the Novitas’ decision on the 4Kscore 
and the data analysis on hGH-CTP in adults. Remain OW.

 High level of focus on Rayaldee launch. OPK launched Rayaldee in 
SHPT in late 2015, and has hired its sales force and continues to make 
progress with managed care (now ~60% of lives covered, targeting 75% 
by YE). OPK continues to view a ~$550 net price point as accurate, and 
expects a 55%-65% net price of the WAC over the life of the product. 
While OPK has stated that physician feedback for the launch so far has 
been positive, there remains a big education effort underway which 
should accelerate scripts throughout the year. However, the launch to 
date has been below our expectations, and we will continue to watch 
script growth closely over the coming months. As a reminder, OPK is 
currently not recognizing revenue for the product until later this year 
(due to SEC requirements).

 No update of 4Kscore Novitas decision or Lagova statistical analysis. 
OPK has not received an update from Novitas on its decision for local 
coverage, although the MAC continues to pay for the test. With timing 
uncertain and lackluster recent trends, we have lowered our long-term
4Kscore forecasts. On Lagova, OPK is preparing to submit its BLA to 
the agency for its adult study, although the updated statistical analysis is 
ongoing. For the pediatric study (~80% of the market), OPK has initiated
its 220-patients Phase 3 study, which will likely be completed in the 
1H/19 timeframe.

 Despite BRL revenues slightly below expectations this qtr, OPK 
continues to see double-digit underlying growth and the opportunity 
to improve margins is intriguing. OPK continues to anticipate double-
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digit sales growth for BRL, and the company has put in place a new 
billing system that it believes can improve cash flows for the asset over 
time. OPKO expects to see meaningful improvement in cash flows in 
2017, with the full effect in 2018. We continue to view this as an 
interesting opportunity given BRL's previous low cash flow conversion 
and lower margin profile relative to larger peers.

 Updating model. We are updating our model following 4Q results. Our 
new 2017-2020 EPS estimates are ($0.06), $0.09, $0.28, and $0.53. Our 
price target also moves lower to $12 on our reduced forecasts.Please see 
below for a summary of our estimate changes.
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Figure 1: Changes to OPK EPS and Sales Estimates

Source: J.P. Morgan estimates.

Investment Thesis, Valuation and Risks

OPKO (Overweight; Price Target: $12.00)

Investment Thesis 

Maintain OW rating. OPKO is a diversified healthcare company on the cusp of 
what we expect to be a healthy growth cycle, driven by several potentially promising 
product launches across its pharma, biologics, and diagnostics businesses. 
Additionally, we believe OPKO’s recent acquisition of Bio-Reference Labs (BRL), 
the third largest clinical laboratory in the US, will support uptake of the company’s 
diagnostics platform and add a valuable genetics testing franchise (GeneDx). 
Although we forecast a gradual ramp of OPKO’s near-term launch opportunities, we 
expect the pipeline to drive significant long-term growth over time and think 
valuation at these levels offers an attractive entry point.

Valuation

Lower Dec 2017 price target to $12 (vs. previous $14). Our DCF analysis assumes 
a 10% WACC and 0% terminal growth rate and launches of OPKO’s key products in 
the 2016-2019 time frame that reach our peak sales forecasts. In our DCF, we 
forecast long-term operating margins in the ~30% range as OPKO launches its higher 
margin pharma and diagnostic products, which is partially offset by its lower margin 
labs business. We also forecast a fairly efficient tax rate for OPKO over time 
(~15%), despite its US incorporation and headquarters, as it has established a global 
supply chain operation and holding company out of Ireland. Additionally, we do not 
include business development or early stage pipeline in our valuation.

Risks to Rating and Price Target

Risks to the downside include (1) clinical risk with multiple programs in 
development, (2) commercial risk as opportunity may not materialize or be impacted 
by competition, (3) reimbursement risk, which may limit market potential, and (4) 
management risk as Dr. Phil Frost is a key driver of our Overweight rating. 

OPK EPS Revenue ($ in millions)

Period Revised Prior Difference Revised Prior Difference

3Q/16A ($0.03) ($0.03) $0.00 $298 $298 $0

4Q/16E ($0.02) ($0.06) $0.04 $276 $308 ($32)

2016E ($0.05) ($0.08) $0.03 $1,222 $1,254 ($32)

2017E ($0.06) ($0.08) $0.02 $1,339 $1,388 ($49)

2018E $0.09 $0.18 ($0.09) $1,527 $1,660 ($133)

2019E $0.28 $0.31 ($0.03) $1,745 $1,844 ($99)

2020E $0.53 $0.57 ($0.04) $2,013 $2,126 ($113)
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OPKO: Summary of Financials
Income Statement - Annual FY16A FY17E FY18E FY19E Income Statement - Quarterly 1Q17E 2Q17E 3Q17E 4Q17E

Revenues 1,222 1,339 1,527 - Revenues 319 339 360 322
Cost of products sold (611) (658) (727) - Cost of products sold (161) (172) (171) (154)
Gross profit 610 681 800 - Gross profit 157 167 189 168

SG&A (491) (521) (537) - SG&A (128) (129) (131) (133)
R&D (111) (123) (126) - R&D (31) (32) (29) (30)

Operating income (73) (36) 64 - Operating income (20) (13) 10 (13)
Net interest (income) / expense - - - - Net interest (income) / expense - - - -
Other income / (expense) (0) (2) (2) - Other income / (expense) (1) (1) (1) (1)

Pretax income (74) (39) 62 - Pretax income (20) (14) 9 (14)
Income taxes 56 8 (11) - Income taxes 4 3 (2) 3
Net income - recurring (25) (31) 51 - Net income - recurring (16) (11) 8 (11)

Diluted shares outstanding 552 552 552 - Diluted shares outstanding 552 552 552 552
EPS - excluding non-recurring (0.05) (0.06) 0.09 - EPS - excluding non-recurring (0.03) (0.02) 0.01 (0.02)

EPS - recurring (0.05) (0.06) 0.09 - EPS - recurring (0.03) (0.02) 0.01 (0.02)

Balance Sheet and Cash Flow Data FY16A FY17E FY18E FY19E Ratio Analysis FY16A FY17E FY18E FY19E

Cash and cash equivalents 169 244 401 - Sales growth 148.4% 9.6% 14.0% -
Short Term Investment 0 0 0 - EBIT growth (25.7%) (50.2%) (274.8%) -
Accounts receivable 220 215 255 - EPS growth - recurring (26.2%) 23.6% (263.2%) -

Inventories 47 51 121 -
Other current assets 47 47 47 - Gross margin 50.0% 50.8% 52.4% -

Current assets 484 558 824 - EBIT margin (6.0%) (2.7%) 4.2% -
PP&E 123 125 128 -
Total assets 2,767 2,775 2,976 - Tax rate (76.3%) (20.0%) 18.0% -

Net margin (2.1%) (2.3%) 3.3% -
Total debt 56 56 56 -
Total liabilities 675 684 804 - Return on assets (ROA) (0.9%) (1.1%) 1.8% -

Shareholders' equity 2,092 2,091 2,171 - Return on equity (ROE) (1.2%) (1.5%) 2.4% -
Net income (including charges) (25) (31) 51 - Free cash flow yield 0.3% 1.6% 3.4% -
D&A 97 96 96 -

Change in working capital (43) 11 10 -
Other 4 30 30 -

Cash flow from operations 32 106 187 -
Capex (17) (30) (30) -
Free cash flow 15 76 157 -

Cash flow from investing activities (21) (30) (30) -
Cash flow from financing activities (35) 0 0 -

Source: Company reports and J.P. Morgan estimates.
Note: $ in millions (except per-share data).Fiscal year ends Dec

sfeng@megafunds.com.tw Stephen Feng 03/02/17 04:16:48 PM Mega International Investment Trust Co.,Ltd,



5

North America Equity Research
02 March 2017

Dana Flanders, CFA
(1-212) 622-1256
dana.c.flanders@jpmorgan.com

Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research 
analysts are primarily responsible for this report, the research analyst denoted by an “AC” on the cover or within the document 
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of 
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per 
KOFIA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or 
intervention.

Important Disclosures

  Market Maker/ Liquidity Provider: J.P. Morgan Securities plc and/or an affiliate is a market maker and/or liquidity provider in 
securities issued by OPKO.

  Client: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients: OPKO.

  Client/Non-Investment Banking, Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following 
entity(ies) as clients, and the services provided were non-investment-banking, securities-related: OPKO.

  Client/Non-Securities-Related: J.P. Morgan currently has, or had within the past 12 months, the following entity(ies) as clients, and 
the services provided were non-securities-related: OPKO.

  Non-Investment Banking Compensation: J.P. Morgan has received compensation in the past 12 months for products or services 
other than investment banking from OPKO.

  Other Significant Financial Interests: J.P. Morgan owns a position of 1 million USD or more in the debt securities of OPKO.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for 
compendium reports and all J.P. Morgan–covered companies by visiting https://jpmm.com/research/disclosures, calling 1-800-477-0406, 
or e-mailing research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative 
Research teams may screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-
0406 or e-mail research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price 
($)

Price Target 
($)

16-Oct-15 OW 9.39 14.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve 
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Initiated coverage Oct 16, 2015.
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months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy 
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a 
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is 
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear 
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research 
website, www.jpmorganmarkets.com. 

Coverage Universe: Flanders, Dana C: Akorn (AKRX), Impax Laboratories (IPXL), OPKO (OPK)

J.P. Morgan Equity Research Ratings Distribution, as of January 02, 2017

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 43% 45% 12%
IB clients* 52% 48% 34%

JPMS Equity Research Coverage 43% 50% 7%
IB clients* 67% 61% 43%

*Percentage of investment banking clients in each rating category.
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table 
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based 
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 

Other Disclosures 

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing 
name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries.

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is 
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have 
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options, 
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf 

Legal Entities Disclosures 
U.S.: JPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC. U.K.: JPMorgan Chase N.A., London 
Branch, is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by 
the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from J.P. Morgan on 
request. J.P. Morgan Securities plc (JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered in England & Wales No. 2711006. Registered Office 25 
Bank Street, London, E14 5JP. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johannesburg Securities 
Exchange and is regulated by the Financial Services Board. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated 
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or J.P. Morgan Broking (Hong Kong) Limited (CE 
number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. Korea: This material is issued and distributed in Korea by or 
through J.P. Morgan Securities (Far East) Limited, Seoul Branch, which is a member of the Korea Exchange(KRX) and is regulated by the Financial 
Services Commission (FSC) and the Financial Supervisory Service (FSS). Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS 
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is 
regulated by ASIC and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a 
participant of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private 
Limited (Corporate Identity Number - U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, 
Santacruz - East, Mumbai – 400098, is registered with Securities and Exchange Board of India (SEBI) as a ‘Research Analyst’ having registration number 
INH000001873. J.P. Morgan India Private Limited is also registered with SEBI as a member of the National Stock Exchange of India Limited (SEBI 
Registration Number - INB 230675231/INF 230675231/INE 230675231) and Bombay Stock Exchange Limited (SEBI Registration Number - INB 
010675237/INF 010675237). Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. For non local research reports, 
this material is not distributed in India by J.P. Morgan India Private Limited. Thailand: This material is issued and distributed in Thailand by JPMorgan 
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Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. Indonesia: PT J.P. Morgan 
Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. Philippines: J.P. Morgan Securities 
Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the 
Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the 
Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo 
Financiero is a member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange 
Commission. Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS) 
[MCI (P) 193/03/2016 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange Securities Trading Limited and/or JPMorgan Chase 
Bank, N.A., Singapore branch (JPMCB Singapore) [MCI (P) 089/09/2016], both of which are regulated by the Monetary Authority of Singapore. This 
material is issued and distributed in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the 
Securities and Futures Act, Cap. 289 (SFA). This material is not intended to be issued or distributed to any retail investors or any other investors that do not 
fall into the classes of “accredited investors,” “expert investors” or “institutional investors,” as defined under Section 4A of the SFA. Recipients of this 
document are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection with, the document. Japan: JPMorgan 
Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the Financial Services Agency in Japan. Malaysia: This 
material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa 
Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. Morgan Pakistan 
Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. Saudi Arabia: J.P. 
Morgan Saudi Arabia Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out dealing as an agent, 
arranging, advising and custody, with respect to securities business under licence number 35-07079 and its registered address is at 8th Floor, Al-Faisaliyah 
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