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Could this single deal mark a phase of big pharma/biotech consolidation?

In March 2009, after months of negotiations, Roche acquired the 44 percent of shares
that it did not already own in its long-term biotech partner Genentech for US$46.8
billion. The two companies are one of the most successful partnerships in the
pharmaceutical industry.

The combined organisation will be the seventh largest US pharmaceutical company in
terms of market share, will generate around US$17 billion in annual revenues, and
employ approximately 17,500 people.

The deal represents broader issues

The deal highlights the growing trend amongst big pharma companies of looking
towards biotechnology companies for their next big breakthrough. Faced with declining
revenues, thin and unimpressive pipelines, rising generic competition, and looming
patent expiries, many pharmaceutical companies are starting to challenge the way they
have traditionally run their businesses.

Rather than focusing on the next big "blockbuster”, many are starting to develop drugs
that are likely to generate more modest revenues, rather than simply relying on a few
volume-driven big sellers. In essence, becoming more "biotech-like" — creating smaller,
more flexible discovery teams focused on single disease areas, incentivised for creating
value - and achieving this by forming alliances and partnerships. But will collaborative
working be enough, and will mergers and acquisitions be the order of the day?
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So what is the big attraction for pharma companies?

As well as gaining access to innovative technology, a biologics portfolio, and talented
scientists, biologics are extremely difficult for generic manufacturers to replicate
successfully, thus limiting the impact of patent expiry.

Easily assess the prospects for the new company!
For a complete and concise assessment turn to this new FirstWord Report Roche &
Genentech: a model for future biotech deals? Using primary source data and
information, this 42-page report presents a timely, comprehensive yet easy-to-read
briefing that puts the deal into its market context and provides insights to a future
pharma industry reliant on biologic products.
This cost-effective report answers key questions:

Will Genentech's independent research culture be maintained, or will it just

become part of Roche's R&D effort?

Is big pharma turning into big biotech, and what does it mean for traditional
biotech companies?

What product and research benefits could leading independent biopharma
companies such as Biogen Idec, Gilead Sciences and, Vertex Pharmaceuticals

bring to big pharma?

As more biotech companies get swallowed up by big pharma, who are the most
likely candidates to be acquired and why?

Which biopharmaceutical companies are less likely to be acquired and why?
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EXECUTIVE SUMMARY
ROCHE/GENENTECH — A MODEL MARRIAGE?

Deal outline
Current status
Strategic benefits and key aspects of the deal
Access to intellectual property, technologies, partnerships, and other key assets
Respiratory Franchise — Major On-Market
Next "technology jump"
Retaining "independent research culture”
Improved operational efficiency — including annual pre-tax cost savings in the region of
$750 million to $850 million
Stronger competitive position and scale in the US
Key leadership changes
Concerns
Future strategy

COMPANY BACKGROUND
ROCHE
GENENTECH

Genentech — Key US Pharmaceutical Revenues, 2007-2009 ($ millons)
Patent expiries

PHARMA R&D

Focus on Oncology

Oncology highlights
Avastin (bevacizumab)
Herceptin (trastuzumab)
MabThera/Rituxan (rituximab)
Xeloda (capecitabine)
Tarceva (erlotinib)
Pipeline
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IS BIG-PHARMA TURNING INTO BIG-BIOTECH?

Alliances/partnerships

Alliances/partnerships that lead to M&A

Outright M&A

Companies completely changing their R&D structures

SO WHAT IS THE BIG ATTRACTION?

CONCLUSION

THE NEXT BIOTECH TAKEOVER?

Biogen Idec

Allergan

Onyx Pharmaceuticals

Gilead Sciences

Vertex Pharmaceuticals

Alexion Therapeutics

Crucell NV

Other possible biotech takeover targets
Others cited as unlikely
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