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UTo Takoe nHHoBauuu (2/3)
Novelty —Realization - Value

1. KpeaTtuBHblie ngeu HoBblI! [Nprmep: Bol oTkpeinv JHK, a aTo 6bino caenaHo paHblle @
KASPERIKY?2
2. KpeaTtuBHble ngeu ueHHbl! [MNprmvep: PelueHne 4+4=3.14 opurnHansHo, HO BecnonesHo ®.
Pelwenne 4+4=44 6e3 youBNEHHOTO BbIPAXXEHUSA N MOXET CYMTATLCS KpeaTUBHbIM.
3. MUHHOoBauuoHHble naeun peanusytorca! [Nprvep: PogusLuasacs B rorioBe naesa He ABnAgeTcs anpuopu ﬁ @
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Ecnv o6wecTBO ee NoKynaeT, ngesa cuMTaeTcsl MTHHOBaLMOHHON. ©
4, MexagucumnnmHapHblie MHHOBaLUN UMEIOT crneayrowme XxapakTepucTukn: iRobolt
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We have considered 12 pharmaceutical companies from US market
S-curves for Innovation Life Cycle Management

Figure 14. Determining the drivers of year-on-year dynamic returns

Year on year returns measure takes into account Compounds in the 21 year sales forecasts less cost of
and quantifies the magnitude of compound Licensing in scope of the goods and other administrative
movements into and out of the late stage portfolio analysis expenses (cash inflows)
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Stalled

CkavyaTtb Becb Aoknag (Ha aHrmMrnckoM) MOXHO 34ech: http://www2.deloitte.com/content/dam/

Deloitte/uk/Documents/Industries/Manufacturing/uk-manufacturing-measuring-the-return-from-
pharmaceutical-innovation-2013v1.pdf
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Executive Summary
Storm or changes?

o
S ;//1

Cost of launching an
asset rose 18% from
$1.1bnto $1.3bn

S$1.1bn
%

Late stage failures
continue to take too
much value out of the
cohort’s pipeline

@l 243 billion
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105
167 assets
progressed Late Erl?r?curfet(sj
V\ghegted stage with a
ealLJJe of pipeline 5;%2%?‘1

R&D returns for cchort have fallen year on year

IRR: 10. 5%

ll .42

Cohort average hides wide company variation

IMFIIUUU

10 of 12 compainies showed improvements
in net late stage pipeline refresh

UL

Seven recorded an |mprovement in net
commercial success

©

43%

Projected peak sales per asset
have declined 43% from $816m
to $466m

$1,369bn
$913bn

e 2013
Total number of assets in cohort
late statge pipeline has remained
stable, the total value has declined
from $1,369bn to $913bn



Over the past 4 years R&D returns have steadily declined (2010-2013)
Assessment of dynamic returns allows to find the drivers of change

Figure 2. Drivers of change in IRR 2010-11, 2011-12 and 2012-13
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Over the four year period, the return
2 across the cohort declined year-on-year
0 from 10.5 per cent to 4.8 per cent but
2010 New  Existing Approved Terminated Stalled Margin R&D cost Phasing Licensing Taxrates 2013 with wide variation, in 2013 five of the

[ IRRresult M Portfolio refresh factors

See glossary for definitions of factor used in this figure
Source: Deloitte LLP and Thomson Reuters research
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B Commercialisation factors

@ Margin

[ Cost factors

12 companies achieved a return above
7.0 per cent.
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Some companies manage to be above the average in IRR (7% against 4%)
The reason is different pipeline momentum

Figure 4. Analysis of the factors underpinning year-on-year movements in returns provides further insights into

company performance
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Net Late Stage Pipeline Refresh

Figure 6. Pipeline momentum 2010-11, 2011-12, 2012-13
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Forecast peak sales for a late stage asset declined by 43%
While R&D costs continue to grow...

Table 1. Average R&D cost to d pac d from di y to launch, 2010-13

Figure 8. Average forecast peak sales per late stage pipeline asset, 2010-2013

Average costper  Average costper  Average costper  Average costper  Change in average cost

Company asset 2010 asset 2011 asset 2012 asset 2013 per asset 2010-2013
1,400 Cohort 1,094 1,248 1,137 1,290 17.9%
1,803 3,229 1,657 1,893 5.0%
B 481 470 315 393 -18.4%
C 844 1,151 822 1,022 21.1%
g D 1,792 2,075 2,822 3,080 71.9%
; E 765 833 1,035 1,138 48.8%
z F 886 1,026 1,065 1,059 19.6%
G 1,044 1,572 1,864 2,113 102.3%
H 1,887 2,01 1,651 2,136 13.2%
1 1,206 1,328 1,279 1,613 33.8%
J 1,045 853 1,105 1,133 8.4%
Cohot A 8 c o e . G W | ) X . K 1,357 1,787 1,304 1,767 30.2%
M 2010 MW 201 2012 12013 t 1.043 o4 e 635 39.2%
Source: Deloitte LLP and Thomson Reuters research Source: Deloitte LLP and Thomson Reuters research

The average cost of
. ~1: A2 .
Average forecast peak sales for a late stage asset declined by 43 per cent

between 2010 and 2013. That amounted to a $350 million reduction in deflellopl?% ‘lr{l ldsset

average forecast peak sales for each asset from $816 million in 2010 to increased by almost

$466 million in 2013. 18 per cent, from
$1,094 million in 2010,
to $1,290 million in 2013.
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Thus companies simply buy R&D from external sources

But still R&D is earning its investment

Figure 9. Source of late stage pipeline valuation, 2010-13
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Source: Deloitte Consulting LLP and Thomson Reuters research
2010 to 2013 risk-adjusted peak sales projections of company late-stage pipelines
Figures are rounded to two significant figures
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Line extension

NCE/NBE

External ratio

External component

Figure 10. External component of late-stage pipeline valuations, 2010-13
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Source: Deloitte Consulting LLP and Thomson Reuters research
Excludes line extensions and reflects NCEs and NBEs only

In line with last year's report, Deloitte believes that a definitive
view of life sciences R&D returns and performance requires
a minimum of five years of data. However, with four years of

data Deloitte sees a wide variation in company performance

with some clear leaders and others lagging.




Strategy to transform R&D&lI returns
Based on the Value map Of R&D&I R&D in life The key drivers

sciences has for rising costs
Figure 11. Deloitte’s Enterprise Value Map for R&D (abbreviated) lagged other include the
industries in regulatory
instituting burden, more
analytics stringent
capabilities, approval
______________________ to enhance requirements,
r===S-=-a decision k costs
1 1 S Sunx costs
| Operating | TereeT Reduce Maintain makine o r failed
| I R&D licence to R for failed
| margin revenue :
| | cyde times operate compounds
b J
and more
See the ; : challenging
ncrease A ncrease T )
Deloitte Life Increase || Improve late product Manage Optimise product Implement Optimise disease states.
Sciences work R&D talent process _ new I
Value Map in progress i el times i regulations e
entiation entiation
Source: Deloitte LLP research Figure 12. Change in value levers required for an increase or decrease in yearly returns of ten per cent
For the third 20% 16.1%
year running, 15%

late-stage
success rate

is the lever

by which the
smallest degree
of change
makes the 5%
largest impact
on the IRR. I 10% increase in IRR M 10% decrease in IRR
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This year’s findings confirm that life
science R&D returns remain challenging,
but there are signs that the leaders in the
cohort are weathering the storm.

-6.9% -6.9%

Percentage change required
=3
R

Revenue R&D cost Success rate




Thank you for your attention

More information:
http://www2.deloitte.com/content/dam/Deloitte/uk/Documents/Industries/

Manufacturing/uk-manufacturing-measuring-the-return-from-pharmaceutical-
innovation-2013v1.pdf
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