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"Up or Out in Oncology?"

► Oncology is a one of a kind therapeutic area
There are a multitude of tumors and tumor grades for which a plethora of therapeutic treatments are available with various demonstrated
efficacy levels. In addition, there is a large number of heterogeneous indications associated to a wide range of unmet medical needs and
incidence rates. The oncology market consists of three main segments of varying significance: therapeutics, supportive care and In-Vitro
Diagnostics, and should become the first therapeutic class in terms of revenues with forecasted sales of $92Bn in 2012.

► Oncology players will face increasing hurdles
Oncology is not impervious to generics – patents of high selling brands such as Casodex®, Arimidex® and Taxotere® will expire in 2008,
2009 and 2010 respectively. Attrition rates are continuously increasing – from entry into Phase I to Launch, the average probability of
success across all oncology areas today is just 3.5%. Serious price pressures are emerging and sustaining high prices will be tough for
certain players – extension of indications will inevitably lead to price cuts. "Off-label" use will be strictly regulated and will therefore
sharply decrease, rendering this strategy no longer sustainable or relevant.

► Promising challengers are emerging
Roche/Genentech is set to remain the leading oncology player in 2012, but will be strongly challenged by up and coming competition.
Novartis, Pfizer, GSK and, to a lesser extent, J&J, Bayer Schering Pharma, Celgene and Amgen, appear as the most promising
challengers.

► The critical winning pathway in oncology will rely on key pillars
Properly managing underlying risks, optimizing alignment between operational organizations and target client segments, and
implementing aggressive partnership strategies are essential to succeed in oncology.
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 There is a multitude of tumors and tumor grades for which a plethora of therapeutic treatments are available with various
proven efficacy levels

 Cytotoxics remain the treatment backbone for a wide variety of cancers, and are used alone (e.g. multiple myeloma) or in combination with other
drug classes (e.g. in combination with targeted therapies for breast, colorectal and lung cancer management)

 Hormonal therapies are almost exclusively used for breast and prostate cancers

 Main applications of immunotherapies are malignant melanoma and for a sub population of renal cancer patients

 Targeted therapies are also used as single agents for liver and renal cancer management

 The oncology market consists of three main segments of different importance: therapeutics, supportive care and IVD1

 The oncology market includes a large number of heterogeneous indications demonstrating a wide range of unmet medical
needs and incidence rates

 At the end 2006, there were over 650 oncology compounds in Phase II, III and pre-registration, standing for 30% of all
compounds across the industry

 The global oncology market is expected to grow at twice the pace of the global pharmaceutical market

(CAGR2
06-11 of +10.8% vs. +4.6%)

 The oncology market is expected to reach sales of $92Bn in 2011…
 The therapeutics market segment is highly dynamic and this trend should continue in the future to reach sales of $55Bn in 2011

(e.g. CAGR06-11 +12%)

 The Supportive care market segment should significantly increase to reach $33Bn in 2011 (e.g. CAGR06-11 +6%)

 The In-Vitro Diagnostics market is predicted to present a tremendous opportunity with sales forecasts to double within the next 5 years to reach
$4Bn

 …sustained by high unmet medical needs, high premium pricing in particular for biologicals/ targeted therapies, the
genomics/ proteomics revolution leading to the increasing identification of novel therapeutic targets, and the evolution of
cancer into a chronic illness (e.g. hematological cancers and recurrent low grade tumors)

Source: Bionest Partners Analyses

Executive summary (1/3)Executive summary (1/3)

Oncology is a one
of a kind
therapeutic area

Oncology is
expected to
become the first
therapeutic class
in value by
2011…

… and will remain
the most dynamic
of all

1 In-Vitro Diagnostics
2 Compounded annual growth rate

…leveraging well
identified growth
levers…
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 Oncology is not impervious to generics – patents of high selling brands such as Casodex®, Arimidex® and Taxotere® will
expire in 2008, 2009 and 2010 respectively

 Attrition rates are continuously increasing – today, from entry into Phase I to Launch, the average probability of success
across all oncology areas is just 3.5%

 Good predictive animal models are still difficult to develop
 Phase III end points (overall survival or progression-free survival) will remain hard to meet

 Serious price pressures are emerging…
 The recent decision of the UK National Institute for Health and Clinical Excellence (NICE) regarding relapsed multiple myeloma management with the

J&J's Velcade® (bortezomib) is a shining example

 …and sustaining high prices (often inversely proportional to cancer incidence, particularly for biologicals) will be tough for
certain players – extension of indications will inevitably lead to price cuts

 With improvements in efficacious new drugs and cost containment, "off-label" use will be strictly regulated and will
therefore sharply decrease rendering this strategy no longer sustainable or relevant

 "Off-label" strategies are unlikely to work anymore in oncology (e.g. Sprycel® in Chronic Myelogenous Leukaemia and Tykerb® in HER-2 positive
breast cancer)

 Regulatory constraints are increasing – in France, physicians are now required to justify their "off-label" use (i.e. "Contrat de bon usage")

 Partnering with Biotech companies is a key (but expensive) source of innovation – Approximately 75% of Phase II, III and
pre-registration innovative drugs are of biotech origin

 The ability to engineer and exploit Pharma-Biotech partnerships is the N°1 winner
 Biotech companies favor partnerships and M&A vs. IPOs – remuneration is much higher and arm’s length management by Pharma can leave innovation untouched
 Among 131 publicly quoted European oncology companies, the vast majority currently trade below value (Source: Bionest Partners proprietary Market Pipeline

Valuation (MPV®) Tool)

 The blockbuster model in oncology is well and alive – By 2012, Roche/Genentech oncology drugs (Avastin®, Herceptin®,
Rituxan®, Tarceva®, Xeloda®) should collectively reach $25bn in sales1

 The financial and technical capability to conduct several clinical programs per compound in development (the ‘blitz’
strategy) enhances the chances of success

 The best blitzers among current players are J&J (7.1), Celgene (6.3), and BMS (5.7)
 Among new entrants, Eisai (7.7) and Merck & Co (7.5) lead the pack

 Regarding complexity of oncology markets, rigorous management practices are essential to succeed
 Deep knowledge of, and alignment with, specific client groups (e.g. Cooperative Oncology Groups in EU and US, organ specialists vs. oncologists)
 Alignment between Corporate and Affiliates to strengthen oncology know-how and ability to develop and implement value added differentiating

strategies
 Superior expertise in planning and executing partnerships (Business + Corporate Development)

Source: Bionest Partners Analyses
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…and struggling
with increasing
hurdles

Winners and
future winners
need a clear
strategy

Innovation comes
from numerous
players

1 At 2007 price level
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 With twice as many sales as its direct competitors (i.e. Novartis and Sanofi-Aventis), Roche/Genentech was the leading
company operating in the oncology area (with $10.8bn sales in 2006)

 With three main marketed drugs corresponding to $0.8Bn sales in 2006, Celgene was the number one independent biotech company in value terms
and was ranked number ten in the worldwide oncology market

 Roche/Genentech should remain the leading oncology player in 2012, but should be toughly challenged by upcoming
competition

 As a result of an extensive and successful lifecycle management, Roche/Genentech should strengthen its leading position
 However, several established players such as Novartis, Pfizer and GSK, who have decided to reinforce their commitment in oncology, whilst

benefiting from existing deep and well-diversified pipelines, should be able to build competitive oncology franchises
 In addition, players like J&J1, Bayer Schering Pharma, Celgene and Amgen should lead the new entrant pack by also capitalizing on deep

pipelines and extensive clinical developments
 Interestingly, Sanofi-Aventis, AstraZeneca and BMS2 remain our "question mark"

 Over the next five years, Sanofi-Aventis and AstraZeneca do not seem able to significantly compete with Roche/Genentech and its main challengers (i.e. Novartis,
Pfizer and GSK), if no major acquisition/partnership filling their late stage pipeline and/or product portfolio occurs

 Regarding BMS, we believe this company could either strongly compete within the next five years with major players, based on extensive clinical programs, a
highly diversified pipeline and potential magic bullets, or decline due to their lack of commitment in oncology

 With increasing oncology market complexity reinforced by significant underlying risks, a critical winning pathway has been
identified leveraging on five pillars

Source: Bionest Partners Analyses
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Potential future
winners are
emerging (and
losers too)

In conclusion,
Bionest identified
5 pillars to build
leadership in
oncology

1 Johnson & Johnson; 2 Bristol-Myers Squibb

Prerequisite Willingness to significantly invest in a complex oncology market and to accept underlying risks

1. Properly manage the
underlying risks related to the

oncology market

2. Meet all oncology market
access requirements

3. Ensure alignment between
affiliate organizations and target

client segments with their
respective needs

4. Improve interactions between
Corporate and affiliates

5. Based on current company assets, implement an aggressive partnership strategy
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