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Retail update: WBA moves to own 
100% of AmerisourceBergen  
Shares in US wholesaler AmerisourceBergen rose in February 2018 following WSJ reports that Walgreens 
Boots Alliance had made a takeover approach. Here, Ed Rowland discusses the potential reasons behind 
the deal, set against the backdrop of a rapidly transforming retail arena. 

The 19th Century French politician / philosopher Frederic 
Bastiat once said, “The worst thing that can happen to 
a good cause is, not to be skillfully attacked, but to be 
ineptly defended.” While there are many explanations, 
differing opinions and even confusion among financial 
analysts and journalists for Walgreens Boots Alliance’s 
reported pursuit of buying out the US wholesaler 
AmerisourceBergen, this is possibly the best rationale. 

The WBA business model, at its core, is a combination of 
retail drug chains supported by Rx and OTC wholesalers 
on a global scale. After entering the US on the retail side 
with the merger with Walgreens, WBA Chairman Stefano 
Pessina would naturally look at wholesaling. AMB was  
the obvious and really the only choice.

There’s history and context to consider. Looking back at 
the history, WBA first bought into AMB in August 2015 
with a 5.2% stake and, after the exercise of a second 
tranche of warrants in August 2016, controlled a minority 
active 26% equity. WBA executive Ornella Barra became 
an AMB Board member and a significant changing of the 
guard, undoubtedly spurred by WBA, soon followed.

AMB is one of the three national US wholesalers. While 
there are a number of regional US wholesalers, only 
AMB, McKesson and Cardinal Health cover the country. 
McKesson is a stand-alone global powerhouse and the 
other big wholesaler Cardinal Health Caremark aligned, in 
December 2013, with US drug chain CVS with a 50/50 j-v 
10-year supply agreement for generic Rx drugs. Walgreens, 
prior to the Boots incursion, did execute a similar 10-year 
deal with AMB but without a j-v mechanism. 

AMB was (and still is) the only US wholesale option left for 
WBA when they made their move. It would be ineptitude 
to leave equity for the taking.

Recent context also adds interesting events to the picture. 
The powerful Amazon / JP Morgan Chase / Berkshire 
Hathaway venture announced early in 2018 certainly adds 
to the whole scene. Amazon has applied for pharmacy 
licences in 12 states. The December 2017 CVS / Aetna 
deal for $69bn also stunned the industry. So, is the 
potential WBA-AMB deal driven by these events?

Maybe, but this context was certainly not the driving force. 
Stefano Pessina and Ornella Barra have done too many 
deals to rush into something just to respond with news 
of their own. They are too disciplined. And there was no 
incentive to simply do something. Both WAG and AMB 
are Wall Street darlings. WAG prior to consolidation into 
WBA is one of only 53 publicly traded stocks to increase 
dividends for 25+ consecutive years. AMB has done the 
same for the past 10 years. WAG trades at 12.5 earnings 
multiple while CVS trails slightly at a 12.0 multiple.

There have been several rationales offered by industry 
observers for the WBA move to own 100% of AMB. Was  
it vertical consolidation in a world with limited lateral 
moves possible that is further retail acquisitions? After 
several misfires, WBA was able to snap up approximately 
2,000 Rite Aid locations with the US Grocery world – 
Albertson’s – then buying the rest. While there are drug 
chains around the world to consider, the US possibilities 
have been exhausted. Still, this doesn’t explain AMB.

Another rationale of profitability via purchasing power 
of generic and branded Rx drugs does not fully explain it 
either. Yes, WBA will be able to report increased profits 
and accounts for over 30% of AMB revenues but will 
assume significant debt to do so.  

Some have noted AMB’s very profitable specialty pharma 
channel, especially cancer medicines, as attractive. That’s 
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true, but it’s not scalable to the size that would truly 
impact overall WBA growth or profits. It is a jewel but  
a small jewel.

The rationale that ultimately resonates the most is still 
insulation from external threats. There are only three  
fully national US wholesalers and WBA had left the 
door open to interlopers, hedge funds, etc by not fully 
securing AMB. 

Furthermore, there is some upside for WBA to apply the 
Boots playbook to the AMB organisation and portfolio. 
The extensive learning (they reject calling it training) 
modules required with all UK Boots floor personnel can, in 
part, be applied to AMB sales and frontline staff. If a Boots 
UK employee fails to successfully complete an online 
learning module, they are let go. AMB has an incredibly 
valuable private store label in the “Good Neighbor 
Pharmacy” brand. AMB can drive the importance of this 
portfolio in the over 20,000 Independent US Pharmacies. 
There has been an argument made that if WBA were to 
acquire 100% of AMB, independent pharmacies would 
shun a wholesaler owned by the Walgreens parent. Both 
worlds could gain by this deal going through. AMB would 

ultimately have a better educated workforce focused on 
driving an AMB private label portfolio while the Independent 
pharmacies would leverage this portfolio vs other brands 
in their stores just like Boots and Walgreens. The UK Boots 
Loyalty programme could be transitioned to the Independent 
pharmacy world. It is far more effective and popular in 
the UK. Independent pharmacies are already buying from 
wholesalers Cardinal and AMB. That is not going to change.

The US financial world has struggled with two key questions 
for this potential deal: How to value it? And how will WBA 
pay for it? The WBA / AMB value sits in adeptly (and not 
ineptly) insulating and protecting “a good cause”: the 
globally proven WBA structure. How to pay for it? WBA has 
proven to be a good financial bet for banks and investors 
to date and there’s always “paid for out of cash flow”. 

•  New Edition – fully updated for 2017
•  Fresh insights & latest developments
•  Enhanced case studies with new brands added
•  All-new sections and up-to-date sales data

Rx-to-OTC Switch: 
Success Strategies 

& Opportunities

PUBLICATION DATE: 
DECEMBER 2017

PRICING:
Global licence, £13,000

Country licence, £9,900

ENQUIRIES:
owen.hartnett
@NicholasHall.com

Visit us at 
www.NicholasHall.com

NEW EDITION

This updated edition of the best-selling 2014 report 
again features the knowledge and insight of Switch 
expert Joseph McGovern along with Nicholas Hall’s 
industry expertise and sales data. The collaborative 
report takes an in-depth look at the global switch 
environment, assessing the opportunities and the 
barriers to success. It investigates the essential factors 
behind successful switches.
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