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Il n 2008e

Of the pharmaceutical business model,
Bayer HealthCare's chief, Arthur Higgins
said:

"I't'"s very broken an

Reuters Health Summit in New York, November 2008; Pharma
overhaul under way ahead of challenges



Pharma productivity has been
plummeting
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Productivity of the Pharmaceutical Industry
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B R&D Expenditure —s— Number of new NME Approvals

APhar mads average R&D spending has |
approved (NME).

AHowever, NME approvals have started to increase modestly during 2007,
2008 & 2009.




And It Is going to get worse

T

Key product patents of major pharma are close to expiry

A Cheap generic versions of blockbuster medicines will hit the
market
A $140bn in revenues to be | ost
leading drugs
I Peak expected2011/2012, when many big pharma will
lose patent protection on their largest or second -largest
products
A High profile examples:
i 2005: Pfizerods antidepressant
I 2005 Mer ckds chol ester ol dr u

$4.4bn)

A FiercePharma, 8" January 2009: Warning: Patent cliff approaching
A Reuters,29May 2007: Drugmakers warned of $140 billion p



Current Status of the Industry:
- Patent Expirations
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A Outlook i The pharma industry will continue to see over $63
billion of annual income washed away due to patent erosion

by 2014
Drug Name 2007 Sales Patent Expiry
Enbrel $5.3bn 2009
Adavir $7.1bn 2010
Seroquel $4.6bn 2011
Zyprexa $5.0bn 2011
Plavix $7.3bn 2011
Lipitor $13.5bn 2011
Singulair $4.5bn 2012
Aranesp $4.4bn 2014
Nexium $7.2bn 2014




Current Status of the Industry:
R&D Changes for 2009
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A Decreasing investment returns has lead the world's top
drugmakers to cut internal research and development

A Top five pharma and biotech layoffs of 2009
A *Pfizer - 19,500 jobs
A *Merck i 16,000 jobs
A Johnson & Johnson- 8,900 jobs
A AstraZeneca- 7,400 jobs
A GlaxoSmithKline- 6,000 jobs
A Eli Lilly 7 5,500 jobs
A Teva Industries i 1,090 jobs
A Sepracor- 940 jobs
A King Pharmaceuticalsi 770 jobs
A SanofiAventisi 750 jobs

*Note significant contributing M&A events in 2009
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What about biotech?



Current R&D Changes in Pharma
Favour Biotech

A R&D is being moved out-of house
I Out-sourcing
I Spin-out / divestment of franchises

I Licensing / collaborative discovery and
development



