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The recent financial crises have had a global impact
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US capital markets had rebounded sharply until last month's correction:
economic data indicates challenging recovery, particularly in labour market

US unamployment and payrolls
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Despite improved capital markets, returning to normality will take time

US Indusatrial production In recesalons and recovaries
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Source: NBER, Bloamberg, J.P. Morgan

Savare recession troughs: Ocl '49, May 'S4, Apr ‘58, Mar ‘75, Nov ‘82
Mild recession feughs: Feb ‘61, Nov ‘70, Jul ‘80, Mar ‘81, Nov ‘01
Current Industrial production trough: Jun ‘09

Relationship batwesn expected unemploymant and GDP

fed time
telurm to 6.0%

Aquaners 00%  126% | 150%  17.6%
0 quartets. 6.3% : 75% : 8.6% 10.0%
12 quarters 5.0% : 5.8% : 7% 7.6%
16 quarters 44% : 5.0% : 5.6% 6.3%

' 20 quarters 4.0% 1.4_5_9‘6_! 5.0% 55%

Source: J P Morgan economis research and banking aelimates

Focus areas to watch / key quagtiany

w Wil savings rate cantinue to increase?
= Will consumer credit remain difficult to obtain?
1+ Will loan defaults and mortgage foreclosures continue to rise?
& WIIl housing prices continue to decrease?
Wil ial loan defaults )i
= Will employment stabilize?

Quarterly GDP growth has been 6.6% or higher In
- _ only 10 of the fast 80 quarters
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Emerging markets are expected to grow more rapidly than developed economies

Markets -~ Unled States
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| Saurce: IMFWorld Economic Outlook, October 2009
Note: Advanced economies composed of 33 courtries; Emerging markets composed of 148 counlriea
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Risk pricing has largely subsided from highs experienced during the crisis
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Through various periods of recession and reform, healthcare stocks have
outperformed the broader market
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However, global pharmaceutical industry multiples have declined with lower
growth prospects

Hintoricel NTM F/E valuation
-~ 8&P Global Pharma Index —— S&P 500
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Nova Nordisk, Pfizer, Prarmacia, Roche, Sanafi-Averitis, Schering-Plough, SmithKline Beecham, Teva, Warner-Lambert, Wyeth
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Current pharma industry landscape
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Pressure on the pharma industry remains substantial

Payor pricing
pressures / Healthcare
reform

Sales force
overcapacity

Economic benefit Pharma R&D

analysis |ndustry productivity

Increase in cost of
bringing drugs to
market

Late stage Regulatory
failures scrutiny

1
1
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The large pharma landscape has shifted dramatically over the last ten years due

to consolida
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The industry is currently undergoing substantial restructuring, both in the US

Annusi
Comoany Date ol saings.
@ Fab-10 $2.0-3 0bn
p
Apr-00 NA
Jan-09 $20bn
| Jana7 $15:206n
Nov-06 $0.4-0 6bn
Apr-05 $4.0bn
1
Jul-08 $1.0bn
Dec07 81.50n
Feb-10 1280880
CoMERCK  Octoe Dm0
- Nov-05 $1.0ba"
|
Jan-08 NA
Wyeth
Feb-10 NA
S Aug-08 NA
Jukos NA
Bep-08 NIA
ﬁgfly Jand7 $07bn
AMORNY Aug07 $1.0-1 3bn

Source Company eformatron, Faclva equly research

e Dt Frpanet st Deceveanist
2Average over § year (2006-2010)

NA

. 4200

10,000
2,200
15876

3120
10% of woridorce

15% of workforce

+ 7,200

7,200

6,200

NA
4.5% of workforce
1.200

13% of workforce
NA

3,100

Dste  Descripion

Fs-10 Closure of 6 aims.
R&D to ba conductsd in 14 sias (from previous 20)
Jan-09 Wotkfores reductions and closure of 4 RaD faciitien
Sep-08 Cancelled sarly stage research on 10 dsasse areas
Jan-07 Exiled two discovery therepeutic areas
Closure of & sles WIW and peoxling back on 4 sddBonsl sftes
D06 Inkistion of large prectioa stardardization aimed af reducing costs
[ FReorgantzation of PGRD' Into 11 therapeutic arsas
Jul-08
Dec07 Sals of RAD divisiona along with divested businesses
Feb-10 . Poat merger consolidation of RAD activities with $230mm in costs
008 . Streamiining of activities resulsd m $128mm restrucluring coats
Nov-05  Pricitizafion oh 0 disssse drmss. Plant cioaurs in Torings Park (UK)
e aebedtinal ekurg of bwo pre-cirical sies
Dec08 Reduced focus on 8 key therepeutic and 27 discaza areaa
Jul05 1o Major cost reduction and straamiining procedures as a resull of mukiple
Fab-10 acquisitiona
Jan-10 ¢ Sold RAD operstion sa in Wesi Lafaystte {Indlana) lo Evonik
Jan-07 Poat acquisition cosls of $300mm. Cloaure of 2 non-US RAD facilitine
Aug-07 Changes to RAD capitsl projects and abandoning leases for cerlain

RAD facties $27mm restructuring related R&D expenses (2007-2005)
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and in Europe

Company
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$1.0bn In cost reductions mffecting oversi 3,500 fob redundancles
» Operation closuro In Leicastarshirs leading to 1,200 layofia
[ of focus wihin catogories

® Aggregatsd $100mm restructuring costs Targets 8 years of median

Cost savings ($229mm) targe! sirmamilning of support Infraslructurs

Past acquisition related closurs of RAD eits In Palo Ako (USA)
s Closure of ressarch centre in Wakyn (UK) Transfer (o Palo Alto (USA)

Strasmining organizationsl structures, 1,000 layofts In France
Portfolio chengea by abandoning braast cancer and lepatr projects

= Termination of 20 research projects
a Discontinued emall mokecule R&D for oral diabstes
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The healthcare sector continues to enjoy strong returns on capital
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Industry firms took advantage of market conditions in 2009 and 2010
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Biopharmaceutical M&A activity is off to a slow start in 2010, but is expected to
pick up in the second half

Pharmamilotech M A volume, 2004-2010YTD ($bn) _ |l Pharmalbiotech M&A transactions, 2004-2010YTD

 Roche/Genentech
PfizerWyeth

| @ Merck/Schering-Plough §133

|

|

i m |

| $47 !

| $31

| s14
i s7 2

|

2004 2005 2007 2008 2009 2010YTD 200: 2006 2007 2009 201DYTD

|
Sowree Dealogic, EvaksatePharma, J P. Morgan
Note: US kargets only. Exciudes any spin-off Iransactions; based on transactions over $100mm
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Some companies are looking in new directions to drive growth

Rtmnin and ecala o apaclsity

aress

= Abbotl/Solvay

= Dainippon/
Sepracor

= GSK/Sliefel

= Wamer ChilcottP&G
Pharmma

= Lundbeck/Ovation

» Gilead/CV Th i

= Abbott/Piramal
= Abbott/Solvay

= GSK/UCB selected
emerging markets

= SanofiiMedley
= Sanofi/Kendrick
" GSK/BMS selecled

= Biovail/Weilbutrin &
Tetrabenazine

= GSK/Pfizer HIV JV

ging markets

» Taisho Pharma/BMS
Indonesia & Asian OTC
rights

Search for biclogics/ next

generation products

“ Astallas/OSI

« El Lilylimclone
= BMS/Medarex
“ J&JICougar

“ SanofiBiPar

= Cephalon/Arana
» Merck/insmed

Diversificalion

"asdding a new leg"

“ AbbOWAMO
o J&JMentor
“ Novariis/Alcon
« SanofiChatlemn

“ SanofiiFovea
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Big pharma continues to target biopharma players to help bolster R&D pipelines

and provide top-line growth

.Biopharma companles by market capitalisation

2010E revenue growth » NA » <10% « 10%20% =20%30%
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= Large pharma and biotech piayers
target smaller innovative biopharma
companies to help bolster R&D
pipelines and provide top-line growth
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As life sciences IPO performance disappoints..

l
|

Pricing
| Issuername  date

|
ALIMLBA 51104110

tenglen os04/10

AVEO  1y09110

‘ AEa  gy03010

! Includes greenshoe oplion
2 Ag ol 09V06/10

bl
Irom d 02/02/10
i
¢ Jrius Postponed

Amauntpriced®  FD pre-mongy
((smm) _priced (Smm)
72
30 35
90 200
46 117
216 1,009
NIA NJ/A

Offerfeurrent™

|
(14.4)% -

Source: Dealoglc, FaciSet, Venturesowtee.com. All IPG pre-maney valuations based upon fully diuted sharea at IPO

% (nslder

- 275%
[

JEPMorgan

M&A continues to be the predominant path to exit for private biotech companies

‘ Pharma/Blotech IPO and M&A activity since 1987 i
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Big Pharma is increasingly focused on emerging markets
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where there is substantial growth forecast
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Active portfolio management is also on the agenda

Abbott has spent over $22bn since 2005 in realigning its portfolio

—— Abboll U8 Index'

Sap-09
Abbott/Solvay

150 | Janon: Asoer |
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140
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JLP. Morgan, May 21, 2010
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Portfalio realignment brings with it creative structures
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Leading diversified healthcare players have picked up choice assets, reducing

opportunities for others

Recent acqulsttion history (since 2005)
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Implications of macroeconomic circumstances

Market and economic turmoil unlikely to dissipate immediately
Continued volatility is likely
Pressure on US/EU/Japan government budgets leading to pressure on healthcare pricing

Populist environments critical of business - possibility of more challenging regulatory and
operating environment

Volatile financial markets will require longer planning horizons and more flexibility in ensuring
appropriate capitalisation

29 JEMorgan

Global growth opportunities

Pharma continues to face many challenges

Healthcare continues to lead other sectors in terms of growth, investment and returns
Emerging markets will have an ever increasing presence in the global healthcare sector
Focus on pipelines and external R&D will fuel M&A activity

Active portfolio management can present opportunities for many players:
© Sellers
Buyers
- Collaborations

30 J.PMorgan
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