2025/4/17 T41:02

Gilead Sciences Inc. Upgraded To 'A-' On Delevera | S&P Global Ratings

16-Apr-2025 | 11:35 EDT

Gilead Sciences Inc.
Upgraded To 'A-' On
Deleveraging And Solid
Performance; Outlook
Stable

San Francisco-based pharmaceutical company Gilead Sciences
Inc. has steadily de-levered, to an S&P global Ratings-adjusted 1.2x
debt to EBITDA at the end of 2024, due to a combination of solid
EBITDA generation and net debt reduction.

We raised our ratings on Gilead to ‘A-f, from ‘BBB+’, based on the
company’s continued strong competitive position in HIV treatments,
steady sales growth, continued strong cash flow generation, and
projected net adjusted leverage being sustained below 2.0x, despite
potential acquisition activity.

The stable outlook reflects the company’s solid long term growth
prospects resulting from its pending launch of lenacapavir in PrEP,
and its growing oncology franchise, and our view that expectations
management will continue to follow conservative financial policies.

TORONTO (S&P Global Ratings) April 16, 2025--S&P Global Ratings
today took the rating actions listed above.
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Gilead’s core HIV business continues to perform in-line with our
expectations. The HIV portfolio, at nearly 70% of Gilead’s revenues,
continues to grow roughly in line with expectations mainly due to lead
asset Biktarvy, which grew 13.3% in 2024 and accounts for over two-
thirds of the HIV portfolio. We expect HIV revenues will continue to grow
in the longer term, though 2025 sales will likely be flat, due mainly to the
Medicare part D redesign. Sales growth should accelerate with the
potential launch of lenacapavir in pre-exposure prophylaxis (PrEP) in
mid-2025.

The company’s product pipeline is productive, with lenacapavir in PrEP
a significant opportunity. Gilead’s product pipeline has enabled the
company to refresh its HIV portfolio with newer, more effective
treatments and maintain its long-time leading position in the category.
The company plans on seven new HIV launches between now and 2033
when lead drug Biktarvy’s (68% of Gilead’s HIV sales) patent expires.
Gilead also is set to launch lenacapavir a twice-yearly injectable capsid
inhibitor for PrEP, in mid-2025. The FDA is expected to approve the
treatment by June 19, 2025. Lenacapavir has significant advantages,
such as convenience and compliance, over existing treatments,
including Gilead’s own daily oral PrEP treatment, Truvada, and can
expand Gilead’s market reach to people that are not HIV positive but are
considered high risk. Gilead has also filed for EMEA approval of
lenacapavir in PrEP. While 2025 sales will likely be limited, we believe
SUNLECA has significant sales potential.

Gilead's product and therapeutic concentration remains a relative
weakness versus Big Pharma peers. Gilead continues to maintain its
longtime leading market position in HIV. However, we view Gilead's
business strength as somewhat constrained by substantial product,
therapeutic, and geographic concentration. The company's HIV
franchise, at roughly 70% of 2024 revenues, represents a significant
concentration. Many of these products are effectively substitutes, with

the newer generation of products cannibalizing older ones. However, the
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company has a long track record of successfully transitioning to newer
generation products while maintaining its market share. Still, the
concentration in the HIV category exposes the company to regulatory
and legislative impacts. We do believe Gilead’s product and therapeutic
diversity will continue to improve, especially as its oncology franchise
(11% of sales) grows and lenacapavir helps diversify sales within the
HIV category over the longer term. We also view the company's
geographic concentration as a modest weakness relative to peers, with
72% of 2024 revenues coming from the U.S., particularly given the
ongoing discussions around drug price reform in the US. (For a detailed
comparison of Gilead and other leading pharma companies, see How
Business Strength Varies Across The Top Pharma Companies, Aug. 27,
2020.

We expect Gilead’s S&P Global Ratings-adjusted leverage to remain
comfortably below 2.0x on a sustained basis despite acquisition
activity. Gilead has been acquisitive in the past, as it sought to further
diversify its product portfolio and pipeline, especially in the oncology
and anti-viral categories and stimulate growth. With projected organic
growth of at least the low- to mid-single-digit percent area beyond
2026, and assuming the launch of lenavapavir in PrEP in 2025 we think
the company's appetite for M&A driven growth is whetted, reducing the
likelihood it will pursue substantial debt-financed M&A over the next
two to three years. Although the company will likely remain active, we
believe it has significant capacity at the ‘A-‘ rating level for M&A.

The stable outlook reflects the company’s solid growth prospects,
based on its continued strong position in HIV and growing position in
oncology, a solid track record of R&D, and conservative financial
policies that enable the company to maintain adjusted leverage of
under 2x. We view the company’s relative lack of therapeutic diversity
as somewhat limiting upside rating potential.
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We could downgrade the company should it pursue a more aggressive
financial policy, including conducting debt-financed M&A or large share
repurchases, resulting in adjusted leverage increasing above 2.0x on a
sustained basis.

While unlikely over the next 12 to 24 months, we could raise the rating if:

— The company continues to generate solid organic growth;
— It materially diversifies within and beyond its HIV portfolio; and

— We expect the company will commit to maintaining adjusted
leverage well under 1.0x.
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Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings
ascribed to them in our criteria, and should therefore be read in
conjunction with such criteria. Please see Ratings Criteria at
https:/disclosure.spglobal.com/ratings/en/regulatory/ratings-criteria
for further information. A description of each of S&P Global Ratings'
rating categories is contained in "S&P Global Ratings Definitions" at
https:/disclosure.spglobal.com/ratings/en/regulatory/article/-/view/sourcel
Complete ratings information is available to RatingsDirect subscribers
at www.capitalig.com. All ratings referenced herein can be found on
S&P Global Ratings' public website at www.spglobal.com/ratings.

European Endorsement Status

Global-scale credit rating(s) issued by S&P Global Ratings' affiliates
based in the following jurisdictions [To read more, visit Endorsement of
Credit Ratings] have been endorsed into the EU and/or the UK in
accordance with the relevant CRA regulations. Note: Endorsements for

U.S. Public Finance global-scale credit ratings are done per request. To
review the endorsement status by credit rating, visit the
spglobal.com/ratings website and search for the rated entity.

No content (including ratings, credit-related analyses and data,
valuations, model, software, or other application or output therefrom) or
any part thereof (Content) may be modified, reverse engineered,
reproduced, or distributed in any form by any means, or stored in a
database or retrieval system, without the prior written permission of
Standard & Poor’s Financial Services LLC or its affiliates (collectively,
S&P). The Content shall not be used for any unlawful or unauthorized
purposes. S&P and any third-party providers, as well as their directors,
officers, shareholders, employees, or agents (collectively S&P Parties)
do not guarantee the accuracy, completeness, timeliness, or availability
of the Content. S&P Parties are not responsible for any errors or
omissions (negligent or otherwise), regardless of the cause, for the
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results obtained from the use of the Content, or for the security or
maintenance of any data input by the user. The Content is provided on
an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR
DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE
UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY
SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P
Parties be liable to any party for any direct, indirect, incidental,
exemplary, compensatory, punitive, special or consequential damages,
costs, expenses, legal fees, or losses (including, without limitation, lost
income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of
the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in
the Content are statements of opinion as of the date they are expressed
and not statements of fact. S&P's opinions, analyses, and rating
acknowledgment decisions (described below) are not
recommendations to purchase, hold, or sell any securities or to make
any investment decisions, and do not address the suitability of any
security. S&P assumes no obligation to update the Content following
publication in any form or format. The Content should not be relied on
and is not a substitute for the skill, judgment, and experience of the
user, its management, employees, advisors, and/or clients when making
investment and other business decisions. S&P does not act as a
fiduciary or an investment advisor except where registered as such.
While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives.

Rating-related publications may be published for a variety of reasons
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that are not necessarily dependent on action by rating committees,
including, but not limited to, the publication of a periodic update on a
credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to
acknowledge in one jurisdiction a rating issued in another jurisdiction
for certain regulatory purposes, S&P reserves the right to assign,
withdraw, or suspend such acknowledgement at any time and in its sole
discretion. S&P Parties disclaim any duty whatsoever arising out of the
assignment, withdrawal, or suspension of an acknowledgment as well
as any liability for any damage alleged to have been suffered on account
thereof.

S&P keeps certain activities of its business units separate from each
other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may
have information that is not available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality
of certain nonpublic information received in connection with each

analytical process.

S&P may receive compensation for its ratings and certain analyses,
normally from issuers or underwriters of securities or from obligors.
S&P reserves the right to disseminate its opinions and analyses. S&P's
public ratings and analyses are made available on its Web sites,
www.spglobal.com/ratings (free of charge), and www.ratingsdirect.com

(subscription), and may be distributed through other means, including
via S&P publications and third-party redistributors. Additional
information about our ratings fees is available at
www.spglobal.com/usratingsfees.

Any Passwords/user IDs issued by S&P to users are single user-
dedicated and may ONLY be used by the individual to whom they have
been assigned. No sharing of passwords/user IDs and no simultaneous
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access via the same password/user ID is permitted. To reprint,
translate, or use the data or information other than as provided herein,
contact S&P Global Ratings, Client Services, 55 Water Street, New York,
NY 10041; (1) 212-438-7280 or by e-mail to:
research_request@spglobal.com.

Contact the analysts:

Arthur CWong Scott E Zari, CFA

Primary Contact, Toronto Secondary Contact, Chicago
P. 1-416-507-2561 P. 1-312-233-7079

E. arthurwong@spglobal.com E. scott.zari@spglobal.com
Adam Dibe

Secondary Contact, Toronto

P. 1-416-507-3235

E. adam.dibe@spglobal.com
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