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Common Shares: $ 51.37 Recommendation: None at this time 
Although Cardinal Health has a strong investment profile including: an EV/EBITDA of 7.5 X, 300% + dividend coverage and 
a current yield of 3.7%, our models are not generating a buy at this point or a buy for a covered call candidate due to 
business trajectory and qualitative issues. Additionally, with the shares at a standard deviation of +.14 we do not see any 
appeal relative to historical pricing.  
                                                                                              

Cardinal Health, Inc. (CAH) is a multinational health care services company, and the 14th highest revenue generating 
company in the United States. CAH distributes pharmaceuticals and manufactures and distributes medical products.  
 
Profits have shrunk slightly since 2016. Non-gaap net income slipped from $1.66 billion in 2016 to $1.59 billion in 2020. 
Share reductions lifted non-gaap EPS from $5.25 to $5.45 over the same period. The pharmaceutical distribution 
segment produced strong revenue growth since 16 ($109 billion to $137) but with decreasing margins. The $2.5 billion 
in pharmaceutical segment profit in 2016 decreased to $1.75 billion in 2020. Although, since 2016 the medical products 
segment grew revenues from $12.4 billion to $15.4 and increased profit from $.46 billion to $.66 billion. This segment 
is predicted to attain a mid-20% increase in profit for the current year and is experiencing some Covid-19 positives and 
negatives.  
 
Investors may find the shares more enticing if the pharmaceutical segment margins stabilize and or the medical segment 
begins to outgrow this decline. The company is also reserving for the probable global opioid settlement  and thus far 
has reserved $5.6 billion as an unfunded liability, and these reserves could grow. The shares have been range bound 
between $40 and $60 for the last three years, so we recommend for investors to look for lower prices, clarity on the 
opioid settlement and margin stability in pharmaceuticals. CVS Pharmacy (26%) and United Health (14%) account for 
40% of Cardinal's business and we view these relationships as stable.     
 

The chart below is 2018 through February 2021                                    
 
 

CAH Company Description: Headquartered in Dublin, Ohio, Cardinal 
Health, Inc. (NYSE: CAH) is a global, integrated healthcare services and 
products company, providing customized solutions for hospitals, health 
systems, pharmacies, ambulatory surgery centers, clinical laboratories and 
physician offices worldwide.  
Map                                                                                            Recent Presentation 
 
                 CAH as of December 31, 2020                   $ Millions 
Enterprise Value (February 18, 2021) 21,878 

Total Debt 6,735 

Equity Market Cap 15,103 

2020 Pharmaceutical Distribution Revenues  137,000 

2020 Medical Segment Revenues 15,400 

CAH Opioid liability Estimate 5,650 

FY 2021 EBITDA estimate  2,922 

FY 2022 EBITDA estimate  2,915 

Cash  3,737 

Cash Flow Yield Vs. Equity Market Cap 13% 

 
 

https://ir.unfi.com/home/default.aspx
https://en.wikipedia.org/wiki/Opioid_epidemic
https://ir.cardinalhealth.com/home/default.aspx
https://s1.q4cdn.com/238390398/files/doc_financials/2021/q2/Q2-FY21-Slide-Deck.pdf
https://www.broxtoncapital.com/
https://www.broxtoncapital.com/smart-yield
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 share price (CAH) $51.37       

 PROJECTIONS MM 2021 2022 2023 
 
     

 Income Statement        

 Revenue    $165,156 $168,459 $171,828     

 Gross Profit $7,102 $7,244 $7,389     

 Operating Income $1,919 $1,967 $2,064     

 pretax income $1,681 $1,777 $1,884     

 Net Income $1,311 $1,386 $1,884     

 EPS $4.46 $4.71 $5.00     

 Non-Gaap EPS $6.09 $6.35 $6.63     

 EBITDA $2,922 $2,915 $3,012     

 Interest $238 $190 $180 

 

 Capitalized Expense $425 $425 $425 

 Cash Flow after Capitalized Expense $1,889 $1,909 $1,993 

 Equity Dividends $569 $569 $569 

 Cash Flow Equity Dividend Coverage 332% 336% 350% 

 Retained Cash Flow  $1,320  $1,340  $1,424  

 Retained Cash Flow Compounded $1,320  $2,660  $4,084  

 Revenue Growth 8% 2% 2% 

 Valuations       

 Cash Flow Yield Vs. Equity Market Cap 13% 12% 12% 
 
     

 EV/EBITDA 7.47 7.49 7.25     

 P.E Ratio 11.52 10.90 10.28     

 Enterprise Value $21,838       

 Total Debt $6,735       

 Equity Market Cap $15,103 $16,071 $16,071     

 Debt Ratios           

 EBITDA/Interest Coverage ratio 12.28 15.34 16.73     

 Debt/ EBITDA 2.30       

 Liquidity            

 Cash  $3,737       

 Borrowing Availability est. $1,000+       

 Current Assets $30,113       

 Current Liabilities $25,750   

 
     

 Quick Ratio 1.17         

 Debt         

 Notes & debentures $6,755       

 Total $6,755         
         

 
NOTES: 
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Disclosures 
Smart Yield Fund targets a mix of different security classes that contain the risk of loss. Investors should carefully consider the Fund's 
investment objectives and risk factors before investing. Investing involves risk, including possible loss of principal. Investors should 
consider the loss of principle and targeted returns are not guaranteed. Individual investors in Smart Yield are generally required to be 
accredited investors. Smart Yield is a fund operated through individual accounts creating the composite. Smart Yield Fund is a new 
product with an inception date of September 30, 2020 and as such does not have historical data. Asset Mix Projections on page 2 and 
6, Smart Yield Portfolio Metrics on page 5 are estimated or targets of the fund. Asset class mix and targets may change based on the 
direction of the managers. Portfolio allocation projected annual return and beta assumption for each asset class on pages 7-10 are 
estimated. Beta for the fund and each asset class is estimated versus the S&P 500. The average beta for the entire fund is projected 
to be .32. Beta is a measure of the fund's volatility in relation to S&P 500 Index. This index has a beta of 1.0. The fund targets a total 
gross return before fees and expenses of 9.24%. The fund projects a blended return based on income securities and capital gains. 
Smart Yield attempts to continuously improve the value of investment portfolios by investing in corporate bonds, convertible bonds, 
other types of bonds (investment grade and sub-investment grade, [which may also have limited liquidity]), dividend paying equities, 
non-dividend paying equities, ETFs, including leveraged ETFs, and other securities. Fixed income risks include interest-rate and credit 
risk. Typically, when interest rates rise, there is a corresponding decline in bond values. Credit risk refers to the possibility that the 
bond issuer will not be able to make principal and interest payments. All securities types mentioned in this brochure have the risk of 
loss. Long term strategies purchase securities which are underpriced according to our appraisal methodologies. Broxton uses 
regression analysis to obtain an average appraisal value for an individual company and places a priority on the securities of companies 
with improving financial performance and or additional catalysts that provide for increases in earnings and valuation. We use financial 
modeling, technical analysis, proprietary and third-party research. Smart Yield does not have any capitalization (market size), sector 
or industry allocation mandates. Asset class allocation percentages may be changed without notice. Broxton deploys technical analysis 
and momentum as indicators of movement for shorter term strategies, that may not involve deep fundamental analysis. Shorting 
(selling and then buying) of securities can be used for hedging and as a long term or short-term strategy. We exit positions in 
accordance with our discipline, this includes when valuation targets are clearly exceeded, or financial performance falls below our 
projections. Since Smart Yield returns will be calculated using a composite of accounts, the average account will not match the 
composite return and the return could be higher or lower. Broxton offers Smart Yield for other investment managers. Any commentary 
is solely the opinion of the Broxton Capital Advisors. It refers to securities we hold in our portfolio and sometimes ones we are 
considering but does not represent a complete list of positions held at Broxton Capital Advisors. A complete list covering the last 
twelve months will be furnished upon request. Price targets are mentioned for information purposes only. Nothing contained herein 
constitutes a recommendation to purchase or sell securities at any designated price or time. Targeted performance does not guarantee 
future results. Additional disclosures are included on broxtoncapital.com including in form ADV. SEC Rule 206(4)-1 disclosure: this 
report is approved by the CCO of Broxton Capital. Individuals should consider the inherent risks before investing and this report should 
not be construed as advice tailored to an individual’s investment criteria or objectives. Important Disclosure: In the normal  course of 
our communications or reports, we analyze, review and discuss current, past and possible future securities holdings. In the case of any 
security reviewed by us, It should not be assumed that recommendations made in the future will be profitable or will equal the 
performance of any profitable security that is reviewed or discussed. On request we provide a list of all investment recommendations 
made by the firm over the last twelve months. Also, from time-to-time we may also discuss and display, charts, graphs, formulas which 
are not intended to be used by themselves to determine which securities to buy or sell, or when to buy or sell them. Such charts and 
graphs offer limited information and should not be used on their own to make investment decisions. 
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