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CRL 4 03/15/2031 Sr. Unsecured Bonds

Recommendation: BUY
Current Price: $85.91
1-YR Target Price: $87.03

Potential Return: 7.0%
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Company Overview

Key Facts:

Key Competitors:

Clients include large pharmaceutical companies, 

government agencies, leading hospitals, and 

academic institutions.

Charles River Labs is a contract research 

organization (CRO) that provides products and services 

to expedite the discovery, development, and safe 
manufacturing of novel drugs and therapeutics.

NCG-HLA-A2.1 Model
(Oncology and infectious diseases)

Research Model Services (RMS):
Provides non-human research 

models (animals) for pre-clinical 
testing

CRL's three core business segments
Discovery & Safety Assessment (DSA):

Offers products and services that 
enable necessary drug discovery and 

development activities

Manufacturing (MFG):
Provides resources to support the 
manufacturing and production of 

drugs and therapies

Image from a CRL musculoskeletal 
bone toxicity study

CRL Cell Therapy Manufacturing facility in 
Memphis, TN

Research & Development Continuum
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Capital Structure and Bond Selection

We recommend the CRL 4 03/15/2031 bond due to its longer duration and higher coupon.

We are recommending the CRL 4% 03/15/2031 Sr. Unsecured Bond
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Investment Thesis

Stable and consistent leverage ratios and margins
• CRL management has been able to maintain constant margins and leverage ratios below 

those of competitors.

Critical supplier with a diversified customer base
• No client makes up more than 3% of CRL's revenue or more than 8% of a particular 

segment's revenue.
• Large footprint in FDA drug approval process.

2
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Well-positioned to capitalize on Cell & Gene Therapy market
• CRL's robust product and service offerings make them the partner of choice for 

companies in the rapidly growing Cell & Gene Therapy market.
• CRL's proprietary technology adds speed, efficiency, and predictability to the R&D 

process.

1
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Thesis #1: Critical Supplier With a Diversified Client Base

CRL’s involvement in the pre-clinical ecosystem and diversified client base enhances 
company profile

No single customer accounts for more than 
3% of total revenue or more than 8% of 

segment revenue.

Involved in R&D of
>80% of FDA-approved drugs

from 2018-2022

Top 25 clients account for ~30% of 
total revenue.

~70% of 
manufacturing revenue is recurring.
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Thesis #2: Well-Positioned to Capitalize on C&GT Market

Source: 10ks, Investor Presentation, Earnings Reports

CRL Shortens the timeline 
to GMP

from 18 months to 7 
months.

In-house plasmid DNA and 
lentiviral vector production

CRL offers customers a quick, cost-efficient, and predictable path to commercial viability

Cell Therapy

Gene Therapy

Market Size
2022

Market Size
2031CAGR

$4.5B

$2.2B

21.5%

18.0%

$25.7B

$9.8B

CDMO of choice for
10 of 32

FDA-approved Cell & Gene 
Therapy products

CRL allows customers to run 120 assays per minute

"120 assays per minute. That's a lot of assays. [At NIH] we aim to run one assay every 
90 seconds if everything is running smoothly."

-Safa S., C&GT Researcher at the National Institute of Health

$12.6B
in VC & PE funding for C&GT 

companies in FY 2022

~15% 

of Biopharma R&D pipelines 
are C&GT programs

In-house testing and simplified, 
secured supply chain
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Thesis #3: Stable Leverage & Margins

CRL has maintained consistent margins and leverage ratios

Stable Margins and Leverage Ratios

Margin stability is evidence of management's 
ability to maintain revenue growth and 

responsibly manage costs.

CRL's leverage ratio indicates a responsible 
capital allocation strategy.

Source: 10ks, Investor Presentations, FactSet



Valuation

Assumptions
Consensus revenue and EBITDA 
estimates in 2023 and 2024

15% revenue growth in 2025, return to 
10-year CAGR growth

25% EBITDA margin in 2024 and 2025

Capital Allocation:
• No dividend payouts
• Continued emphasis on acquisition-

driven growth
• Insignificant share repurchases
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Relative Value 
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Risks

Unexpected invocations of force majeure clauses
• Clients can end contracts on short notice if efficacy of drug becomes unlikely 

or if profitability becomes infeasible.

Increased government regulation
• CRL operates in a very highly regulated industry especially in its RMS segment; 

any large-scale changes in regulation may greatly impact the company's 
profitability.

2

3

An economic downturn may adversely affect R&D budgets
• CRL is heavily dependent on companies outsourcing certain parts of the R&D 

processes, thus an economic downturn may reduce demand for their services.

1
MEDIUM

MEDIUM

LOW
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Questions

CRL 4 03/15/2031 Sr. Unsecured Bonds

Recommendation: BUY
Current Price: $85.91
1-YR Target Price: $87.03

Potential Return: 7.0%
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APPENDIX
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Bear Case

Assumptions: 

• Consensus revenue and 
EBITDA estimates in 2023

• Assumes 2008-2009 financial 
crisis
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Bear Case

Assumptions: 

• Consensus revenue and 
EBITDA estimates in 2023

• Assumes LT growth CAGR
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Leverage Ratios & Acquisition Activity
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M&A Table
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Organic/In-Organic Revenues

Stable organic revenue growth
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Duration Analysis
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Bond Holders
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Loan/Debt/Revolver Maturity Walls 
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Indenture Provisions

Terms Description

Note 4% Bonds 

Issuer CHARLES RIVER LABORATORIES

Notional Amount $500,000,000

Issue Date 03/15/2021

Maturity 03/15/2031

Covenants 1. Change of control
2. Merger Restrictions

Events of Default 1. Failure to make principal or interest 
payments within 30 days

2. Deposit of sinking fund payment
3. Default due to performance and 

bankruptcy
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Discovery & Safety Assessment Process
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Pre-Clinical Eco-System
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Resilient revenue growth
• CRL is involved in every phase of the 

drug discovery and development 
process leading to organic growth

• 60% of business comes from DSA, 
where CRL contracts last between 3-7 
years

• Long contracts and footprint in all 
stages of development have led to 
resilient revenues

CRL was involved in 80% of the drugs approved by FDA from 2020-2022

Source: 10ks, Investor Presentation, Earnings Reports



• Research Model Services (RMS): 
• Provides non-human research models (animals) for pre-clinical testing

• Discovery & Safety Assessment (DSA):
• Enables client base to outsource drug discovery and development activities

• Manufacturing (MFG):
• Provides resources to support the manufacturing and production of drugs and therapies

25

Segment Overview
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