The Renewable Moat

How AbbVie engineered the most successful franchise replacement
in pharmaceutical history—and the race to build the next one.

Strategic Synthesis & Investment Analysis (2025-2029 Outlook)
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EXECUTIVE SUMMARY: THE ARCHITECTURE OF ABBVIE'S TRANSITION
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Executed the largest franchise
replacement in history. Skyrizi and Rinvoq
hit $25.9 billion in 2025, fully eclipsing
Humira's all-time peak of $21.2 billion.
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A renewable moat powered by a

55,000-employee commercial infrastructure,

S80 billion+ in strategic M&A, and
$17-18 billion in annual Free Cash Flow.
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Every pharmaceutical advantage is strictly
time-limited. Imperfect M&A discipline ($3.5B
pipeline impairment) and looming 2030s
patent cliffs demand continuous reinvention.
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PRECISION BLUEPRINT: THE ARCHITECTURE OF ABBVIE'S TRANSITION
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TECHNOLOGY MOAT PHARMA MOAT

Re-invention every 10-15

years is mandatory.

Moats are not durable; they are exclusively renewable
through R&D or aggressive capital allocation.

[ THE INDUSTRY CLIFF: $300-400 BILLION IN GLOBAL DRUG REVENUES FACE LOSS OF EXCLUSIVITY BY 2030-2032. ]
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Indefinite trademarks &
compounding network
effects.




PRECISION BLUEPRINT: THE ARCHITECTURE OF ABBVIE'S TRANSITION
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$18.3 Billion in cumulative

Humira erosion

2024

successfully absorbed. =

2025

Total 2025 Company
Revenue reached a
record $61.2 Billion,
eclipsing the pre-
biosimilar peak.
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PRECISION BLUEPRINT: THE ARCHITECTURE OF ABBVIE'S TRANSITION

kyrizi (risankizumab) | Rinvoq (upadacitinib)

Mechanism: |L-23 Inhibitor Mechanism: JAK Inhibitor

2025 Revenue: $17.6 Billion 2025 Revenue: $8.3 Billion
(~50% YoY / (39% YoY
growth) P growth)

Position: Dominates new patient starts with Position: Broadest label with 9 indications.
~60% class share in psoriasis; Overcoming class-wide black box
rapidly gaining in IBD. safety overhang through superior

efficacy.

The 2027 Combined Target of $31 Billion requires only a ~9.4% CAGR from the current 2025 base.
Management has already signaled the current run-rate surpasses this.
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PRECISION BLUEPRINT: THE ARCHITECTURE OF ABBVIE'S TRANSITION

Title AbbVie Indigo AbbVie Indigo AbbVie Indigo
Neuroscience Oncology Aesthetics

2025 Clinical Cyan AbbVie Indigo Erosion Crimson

Revenue $10.7 Billion (+19.6%) $6.6 Billion (+1.5%) $4.8 Billion (-9% since 2022

peak)

AbbVie Indigo AbbVie Indigo AbbVie Indigo

Key Drivers Vraylar ($3.6B), Botox Venclexta ($2.7B) and Botox Cosmetic plateaued at
Therapeutic ($3.7B). Elahere ($690M). $2.6B.
Erosion Crimson Erosion Crimson Erosion Crimson

Structural Vraylar faces patent cliff in Offsetting the terminal Juvederm collapse; $1.0B

Headwind September 2029. decline of Imbruvica (down CoolSculpting impairment

47% from $5.4B peak). charge.
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PRECISION BLUEPRINT: THE ARCHITECTURE OF ABBVIE'S TRANSITION

DEAL FLOW ASSESSMENT

Target & Value Rationale Outcome Status (Harvey Ball)
Allergan Revenue diversification to Saved the company. Delivered

($63 Billion, 2020)  survive the Humira cliff.

Elahere for platinum-
resistant ovarian cancer.

ImmunoGen
($10.1 Billion, 2024)

Emraclidine for
schizophrenia.

Cerevel
($8.7 Billion, 2024)

$2B synergies. Aesthetics lagged,
but Neuroscience delivered.

. Net Positive
P
O Value Destructive

Tracking reasonably ($690M
rev), but needs rapid scale to
justify 8.5x acquisition multiple.

Crown jewel failed Phase 2.
Forced a $3.5B impairment charge.
Salvaged barely by Tavapadon.

Management occasionally overpays for optionality outside their core immunology competence.
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~$20.4 Billion

R
Why Stockholders' Equity is

negative (-$3.3B) and ROE is
mathematically meaningless. (+$3.5 Billion)

b

+ Acquired IPR&D
and Impairments

(+$5.5-6.0 Billion)

Emraclidine write-down.

+ Intangible
Amortization

~$4.3 Billion The True Metric:
Primarily Allergan $17—18 Bi“iﬁn in al'lnua|

acquisition legacy. Free Cash Flow, providing

ample coverage for the

~$11 Billion annual dividend.

2024 GAAP Net Income Operating Cash Flow
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ELITE PROFITABILITY: MARGINS, ROIC, AND BALANCE SHEET STRENGTH

Adjusted Operating Margin

(2026 Guidance). Compares to Lilly
(~25-28%) and Merck (~27-30%).
Driven by Skyrizi/Rinvoq scaling on
existing commercial infrastructure.

Adjusted ROIC

4 28-30%

\

Calculated on ~$58-63B invested capital.

Vastly exceeds the estimated 8-9%
Weighted Average Cost of Capital.

Balance Sheet Health

Total long-term debt is
$63-68B.

Leverage is
manageable with Net
Debt/EBITDA at ~2.7x.

Credit ratings recently
upgraded to A3
(Moody's) and A-
(S&P).

&1 NotebookLM



ln

MAGNITUDE (IMPACT)

‘Y Y‘ AT Y4 a4 A\

PROXIMITY (TIME)

IRA Negotiation

Imbruvica took a 37% discount (low revenue

impact due to existing decline). Botox selected

for 2028 (litigation pending). The Big Risk:
Skyrizi and Rinvoq become eligible for
negotiation ~2030-2031.

PBM Reform & Biosimilars

Shift from rebate-based to net-price-based
competition (FTC actions). Accelerates
formulary exclusions for older drugs.

Tariffs

100% branded import tariff threat heavily
mitigated by AbbVie's proactive $10 Billion
pivot to US manufacturing.
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TL1A inhibitors represent a generational mechanism shift
that could erode Skyrizi’s IBD dominance by the early 2030s.

Pre-Clinical Phase 1 Phase 2

Phase 3

Phase 3

(Readout ~2027-2028)

o —
(tulisokibart)

Roche
(afimkibart)

Phase 3

ﬂl«:lébh\llll% . b < $1.56B FutureGen license is only in the Pre-clinical stage. \

Obesity Optionality

AbbVie possesses ABBV-295 (Phase 1/2), an obesity amylin analog showing 7-9% weight reduction, but lacks
lacks the metabolic infrastructure to compete effectively with Eli Lilly and Novo Nordisk currently.
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Insider Selling

0% PURCHASES

100% of identified 2024-2025 insider transactions
were sales. Zero insider purchases.

Former CEO Gonzalez sold $20.3 million (Feb 2025).

Current CFO Reents liquidated 60% of his direct
holdings ($3.7 million) in March 2025.
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Market Sentiment

75%
INSTITUTIONAL
OWNERSHIP

Stable ~75% institutional ownership remains intact.

Analyst consensus targets cluster around $244-253,
implying ~15-20% upside.

The market is actively pricing in a fully successful
Humira transition despite executive liquidity events.
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Company Forward P/E | Yield PEG Ratio
AbbVie (ABBV) ~14.5x 3.1% ~0.91
Lilly (LLY) ~35Xx 0.6% High
Merck (MRK) ~13X Moderate Moderate
BMS (BMY) ~9X | High Low

Growth at a Reasonable Price

A PEG ratio below 1.0 indicates the market is pricing in only a 7-10% growth rate. This is
highly conservative given the 2026 EPS guidance of $14.37-$14.57 represents up to 42%
growth from the 2025 adjusted base. Massive discount to GLP-1 winners but modest
premium to legacy pharma.
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Bull Scenario

$78-82B Rev | $18-19 EPS

Drivers: Skyrizi/Rinvoq blast past $35 Billion combined,
- Botox/Aesthetics undergo rapid acceleration, and Obesity pipeline
optionality crystallizes.

Base Scenario

b 2027
$73‘753 Rev | $16"17 EPS =5 Valuation
Drivers: Skyrizi and Rinvoq scale flawlessly as guided, Venclexta Horizon

and Elahere perfectly offset Imbruvica's terminal decline.

Bear Scenario
$65-68B Rev | $14-15 EPS

 TL1A competitive disruption accelerates, Aesthetics stagnates
completely, severe IRA pricing pressure materializes early.
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Humira Transition
Completed

2020 2022

Final Verdict

AbbVie has conclusively proven it possesses
the commercial and capital allocation engine to
renew its moat. The financial trajectory through

2029 is highly visible and deeply profitable.

Vraylar Skyrizi
Cliff Cliff

2029

2033 2037

Final Verdict

However, investors must price the reality:
you are buying a world-class management
team operating on a mandatory 15-year
treadmill, not a permanent franchise.




