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Business model

GlaxoSmithKline plc is a global pharmaceutical company incorporated in 1999 and
headquartered in Brentford, London. It has three global businesses: Pharmaceuticals,
vaccines, and consumer healthcare.

Group turnover increased 4% in 2018 to £22,624 million, with all three businesses showing
growth.

Pharmaceuticals sales went up 2% to £12,459 and this was mainly due to growth in HIV
sales (Tivicay and Triumeq produced sales of £1.1 billion), as well as new Respiratory
products, Nucala and the Ellipta portfolio.

Vaccines sales increased 15% in 2018 to £4,415. This was mainly driven by sales of Shingrix
(shingles vaccine) in the US, a competitor supply shortage in Hepatitis, and market growth
for Bexsero (meningitis).

Consumer Healthcare sales grew 2% in 2018 to £5,750, with continued strong growth in
the Oral healthcare sector (Aquafresh and Sensodyne toothpastes).

Investment rationale

Our ‘to watch’ recommendation is derived from a valuation analysis which employs the
following methods:

Fundamental Analysis. GlaxoSmithKline plc is cheaper to buy-in when compared with its
competitors. This is due to its below industry averages for Price-to-Earnings, Prices to
Sales, and Price to Cash Flow. It also has above industry averages for Return on Investment
and Return on Equity. On top of this, the five-year dividend yield is more than 3.5 times
greater than the industry average.

Statistical Analysis. Using data from the last 3 years, GlaxoSmithKline plc provided returns
of -0.000913% on average per day, and so we can expect a return of -3.33% for a holding
period of one year. Daily variance from the mean averaged at 0.000131 or 0.0131%. This
means that on average each day, we can expect movements of + 0.0131%.

Valuation Range. Although the share price is expensive, the valuation range of 1,400.00 to
1,900.00 indicates that it could be good to watch this company, especially because the
current share price is in the lower 50% of the valuation range. Currently the company is
underperforming in the market however, so it is unlikely to produce a return that would be
capable of covering or exceeding transaction costs.

Investment risks

Currently, Brexit is the biggest potential risk facing GlaxoSmithKline. It could have major
impacts on the company as it will mean that certain medicines will need to be retested
and manufacturing licences will need to be changed: this has been forecasted to cost
GlaxoSmithKline at least £50m each year. Brexit will also lead to a loss of European
research funding and so GlaxoSmithKline will have less R&D funding, reducing the
development of new drugs. GlaxoSmithKline is the most active player in the pharma and
bio-tech industry in regards to M&A activity, however this could change due to the
macroeconomic effects potentially caused by Brexit. GlaxoSmithKline also recently
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acquired another biopharmaceutical company, Tesaro, and announcement of this deal decreased GlaxoSmithKline share
price by 3.12%.

Fiscal year ends in December

GBP in Million except per share data 2013-12 2014-12 2015-12 2016-12 2017-12
Revenue M| 26,505 23,006 23,923 27,889 30,186
Cost of revenue ™ | 8,5BE 7,322 8,853 9,290 10,342
Gross profit 1l 17,920 15,683 15,070 18,599 19,844

¥ Cperating expenses

Research and developme... ™ | 3,922 3,450 3,560 3,628 4,476
Sales, General and adm... ™ | 8,480 8,246 9,232 9,366 9,672
Cther operating expens... ™ | (387) (319) {350) (421) (365}
Total operating expens... ™ | 12,016 11,277 12,442 12,573 13,783
Operating income ™ | 5,904 4,306 2,628 6,026 6,061
Interest Expense ™ | JO8 655 655 671 698
Other income (expense) ™ | 1,451 (673) 8,552 (32,418) (1,828)
Income before taxes ™ | 6,647 2,968 10,525 1,939 3,525
Pravision for income t... ™ | 1,019 137 2,154 B77 1,356
Met income from contin... ™ | 5,628 2,831 8,372 1,062 2,169
Other 1l (192) (75) 50 {150) (637)
Net income 1l 5,436 2,756 8,422 512 1,532
MNet income awvailable t... ™ | 5,436 2,756 8,422 912 1,532

Earnings per share
Basic M| 2.25 1.15 3.458 0.38 0.63
Diluted M| 2.21 1.13 3.45 0.37 0.62

Weighted average share...

Basic 1l 2,416 2,404 2,416 2,430 2,443
Diluted M | 2,460 2,433 2,444 2,455 2,471
EBITDA M | 8,769 5,117 12,811 4,384 6,145
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Fiscal year ends in December
GBP in Million except per share data 2013-12 2014-12 2015-12 2016-12 2017-12

¥ Cash Flows From Operat...

Met income ™ | 5,628 2,831 8,372 1,062 2,169
Depreciation & amortiz... ™ | 1,414 1,484 1,630 1,774 1,822
Investments losses {ga... M | {386) (149} [342) {254) (37
Dieferred income taxes ™ | 1,019 137 2,154 a7 1,356
Stock based compensati... M | 314 332 358 319 333
Change in working capi... M | 11 661 1,675 1,727 823
Inwentory ™ | {95) (529) (111) 0 (461)
Other working capital ™ | 181 1,190 1,788 1,657 1,284
Other non-cash items ™ | (1,178) (120) {11,288) 90z 352
Met cash provided by o... M | 7,222 5,176 2,569 6,497 6,018

¥ Cash Flows From Invest...

Inwestments in propert... ™ | (1,188) (1,188) (1,380) (1,543 {1,545)
Property, plant, and e... M | 45 39 72 a8 281
Acguisiticns, net ™ | 2,025 113 7,253 78 463
Purchases of investmen... M | [133) {B2) {B4) {98) (78]
Sales/Maturities of in... M | 74 205 387 683 a4
Purchases of intangibl... ™ | (513) [563) [521) (809} (657)
Sales of intangibles M | 138 330 235 283 48
Other investing ackivi... ™ | 7 68 104 37 (21)
Met cash used for inve... M | 524 {1,078) 6,037 (1,269) {1,443)

¥ Cash Flows From Financ...

Debt issued ™ | 1,913 1,960 - 1,067 2,233
Debt repayment ™ | (1,872) (1,709) [2,412) {919) {3,200}
Comman steck issued ™ | 540 72 {28) i5 M
Commaon stock repurchas... M | (1,504} [238) - - -
Dividend paid ™ | (3,680} [3,843) [3,874) (4,850) {3,906)
Other financing ackivi... ™ | (1,670} (1,827) (7a1) (1,708} {1,498)
Met cash provided by (... ™ | (6,273) (5,385) (7,103) (6,392) {6,380)
Effect of exchange rat... ™ | [148) B4 {45) 283 {100}
Nat change in cash ™ | 1,325 (1,203) 1,458 (BB1) {1,005)
Cash at beginning of p... ™ | 3,906 5,231 4,028 5,485 4,805
Cash at end of period M | 5,231 4,028 5,485 4,605 3,600
Free Cash Flow

Operating cash flow M | 7,222 5,175 2,569 6,497 6,918

Capital expenditure ™ | (1,701} [1,751) (1,901) (2,352) (2,202)

Free cash flow ™ | 5521 3,425 668 4,145 4,716
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Fiscal year ends in Dacember
GBP in Million except per share data 2013-12 2014-12 2015-12 2016-12 2017-12

¥ Assets

¥ Current assets

¥ Cash

Cash and cash equivale... ™ | 5,534 4,338 5,830 4,897 3,833

Short-term investments ™ | &6 59 75 B9 78

Total cash ™| 5,600 4,407 5,905 4,986 3,911
Receivables ™| 3,966 3,556 3,824 4,615 4,672
Inventories ™| 3,900 4,231 4,716 5,102 5,557
Prepaid expenses ™ | - 289 307 335 308
Other current assets ™ | 1,761 2,195 1,835 1,673 1,459
Total current assets ™| 15,227 14,678 16,587 16,711 15,907

¥ Non-current assets

¥ Property, plant and eq...

Gross property, plant ... ™ | 18,B53 19,355 20,750 22,164 21,719
Accumulated Depreciati... ™| {9,581) (10,303) (11,082) {11,356) (10,859)

Met property, plant an... ™| 8,872 9,052 9,668 10,808 10,850
Goodwill ™| 4,205 3,724 5,162 5,965 5,734
Intangible assets ™| 9,283 8,320 16,672 18,776 17,562
Deferred income taxes ™ | 2,084 2,688 2,905 4,374 3,796
Prepaid pension benefi... ™ | 330 93 258 313 538
Other leng-term assets 1l 2,085 2,056 2,194 2,134 1,584
Total non-current asse... ™ | 26,859 25,073 36,859 42,370 40,474
Total assets ™ | 42,086 40,651 53,446 59,081 56,381

¥ Liabilities and stockh...
¥ Liabilities

¥ Current liabilities

Short-term debt ™| 2,762 2,915 1,285 4,106 2,802
Capital leases ™ | 27 28 23 23 23
Accounts payable 1=l 2,739 2,750 3,120 3,556 3,528
Taxes payable ™ | 1,452 945 1,421 1,305 595
Other current liabilit... ™ | 6,697 6,617 7,568 9,571 19,221
Total current liabilit... ™| 13,677 13,295 13,417 19,001 26,569

¥ Non-current liabilitie. ..

Long-term debt ™ | 15,403 15,784 15,277 14,620 14,221
Capital leases ™ | 53 57 47 41 43
Deferred taxes liabili... ™| 693 445 1,522 1,934 1,396
Accrued liabilities ™| 101 92 64 66 104
Pensions and other ben... ™ | 2,189 3,179 3,229 4,090 3,539
Minority interest 1=l 815 673 3,764 3,839 3,557
Other long-term liabil... ™ | 2,158 2,863 11,012 14,366 7,020
Total non-current liab... ™ | 21,412 23,093 34,015 38,956 20,880
Total liabilities ™| 35,089 36,388 48,332 57,957 56,449

¥ Stockholders' equity

Comman stock 1=l 1,336 1,332 1,340 1,342 1,343
Additional paid-in cap... ™ | 2,595 2,759 2,831 2,954 3,019
Retained earnings ™ | 913 (2,074) (1,397) (5,392) (6,477)
Accumulated other comp... ™ | 2,153 2,239 2,340 2,220 2,047
Total stockholders' eq... ™| 6,997 4,263 5,114 1,124 (68)

Total liabilities and ... ™ | 42,086 40,651 53,446 59,081 56,381
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LINCOLN STUDEMENT MANAGED INVESTMENT FUND (LSMIF)

Founded in 2018, the Lincoln Student Managed Investment Fund (LSMIF) is exactly what it says on the
tin, a fund which will analyse, determine upon, and purchase shares to create a portfolio. The only
difference is we are students. No simulations, just our knowledge and ability vs the real market. The best
test of our teachings and learnings.

The fund is set up with a structure similar to any other professionally run fund management company
with students running every aspect of the fund, from CEO to analyst. It is designed to give any student
involved the best experience of the financial world possible before getting a job.

The fund will be handed down to new students each year as those partake in this fund finish their
studying. The fund aims to grow in the future, with more positions available to give the most number of
students the chance to partake.

The ultimate goal of the fund is to raise the profile of each student involved to allow for them to get the
best experience possible. We, however, set the following objectives to make the fund grow on sustainable
basis:

= To generate long-term returns from investments using our stylized investment strategies.

= Toraise funds though crowdfunding and donors to help increase the capital base.

=  Toincrease the number of students involved in the fund with expanded capital base.

= Tolink the fund’s activities with the related programmes and modules’ assessments

= To get more outside sponsors who want to work directly with the fund as well, to further
simulate the professional environment.

Contact details

Chief Executive Officer: Mr. James Stenson, BSc Banking and Finance, University of Lincoln. Email:
18688103 @students.lincoln.ac.uk.

Academic Advisor: Dr. Hao Quach. Principal Lecturer/Programme Leader for Banking and Finance
programmes. Email: hquach@lincoln.ac.uk. Tel: +441522835546

General Enquiries: Email: LSMIF@lincoln.ac.uk
DISCLAIMER

This report is for educational purpose only. The views expressed in this report are those of the authors
and not necessarily related, by any sense, to those of the University of Lincoln or the Lincoln International
Business School. The expressions of opinions in this report are subject to changes without notice. Authors
have based this document on information from sources they believe to be reliable but which they have
not independently verified. Any recommendations contained in this report are for educational purposes
and intended for general/public readers to whom it is distributed. This report is not and should not be
construed as an offer or the solicitation of an offer to purchase or subscribe for any investment. This
report may not be further distributed in whole or in part for any purpose. No consideration has been
given to the particular investment objectives, financial situation or particular needs of any recipient or
reader.

Copyright. Lincoln Student Managed Investment Fund (LSMIF) 2019, ALL RIGHTS RESERVED. No part of
this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any
means, electronic, mechanical, photocopying recording, or otherwise, without the prior written
permission of the Lincoln Student Managed Investment Fund (LSMIF).
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