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On June 24, 2019, Bristol-Myers Squibb (BMY) provided an update to the Celgene (CELG) 

acquisition. Following a March 2019 request for additional information from the U.S. Federal 

Trade Commission (FTC) about BMY and CELG’s immunology and inflammation (I&I) 

businesses, and to satisfy antitrust issues, BMY announced that it will divest CELG’s Otezla. 

When the acquisition was announced, BMY touted that the promotion of its psoriatic arthritis 

treatment, Orencia, and CELG’s psoriatic arthritis treatment, Otezla, would propel the combined 

company to a Top 5 performer in the I&I space. Now, however, Otezla, which earned CELG 

$1.6 billion in sales in 2018, will be divested. BMY is conducting a study for its Phase III 

pipeline candidate, BMS-986165, a TYK2 inhibitor currently undergoing clinical trials to treat 

psoriasis. If approved, BMS-986165 may launch in 2021. Proceeds from the Otezla sale will help 

BMY accelerate its deleveraging plan. The next step is for the FTC to review BMY’s 

divestment, which will delay the acquisition’s close from an initial estimate of Q3 2019 to either 

the end of 2019 or early 2020.  

Recommendation 

Since the CELG acquisition was announced in January, we have actively looked at our options 

and concluded that the Valuation 50 will replace CELG with a healthcare stock other than the 

CELG/BMY combination. The delay to close the potential transaction by nearly 6 months has 

only provided us with a sense of urgency to execute on the trade. We are finalizing our thoughts 

and report on the replacement idea. We expect to replace CELG in the Valuation 50 in the 

coming weeks and a detailed announcement is upcoming. We recommend that investors not 

allocate new money into the CELG position.  
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Disclaimers: 

FOR PROFESSIONAL FINANCIAL/INSTITUTIONAL USE ONLY. 

Applied Finance refers to Applied Finance Capital Management and its Affiliated Companies.  

The Valuation 50 is an investment strategy designed to track the performance of a basket of stocks selected by Applied 
Finance.  The Valuation 50 is a copyrighted product of Applied Finance and may not be reproduced or used in any manner whatsoever 
without the prior express, written consent of Applied Finance. 

Performance numbers represent past performance and may not be indicative of future returns. Performance is gross of fees and assumes 
reinvestment of all dividends and capital gains. Past performance is no guarantee of future results.  
 

References to stocks held in the Valuation 50 are for informational purposes only and do not constitute an offer to buy or sell any security. 

The information and data contained in this presentation were obtained from sources deemed to be reliable, but Applied Finance makes no 
guarantee as to the accuracy or completeness of any such information or data. 
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