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BioData Conference Recap

We are presenting herewith a recap of events at the BioData 2008 conference held January 22nd – 23rd, 2008 in 
Geneva, Switzerland.  Several interesting firms were showcased at the BioData conference, which also included 
discussion of the European environment for biotech-based initial public offerings and various viewpoints on biotech 
financing.  Furthermore, the rise of the Swiss life sciences sector and its prominence on the Swiss stock exchange as 
well as perspectives on the Russian life sciences sector and its increasing presence in Europe were highlighted. 
 
KEY TAKE-AWAYS 
 
Trends in the European Life Sciences Sector… 
 

• Recent strength in EU life sciences firms has piqued investor interest; the strong euro has positioned companies 
better to consummate mergers, acquisitions and licensing transactions outside Europe. 

• Examples include the recent buyout of Renovis (RNVS, Market Perform) by Evotec AG (EVT.DE, Not Rated), the 
acquisition of Adnexus by Bristol-Myers Squibb (BMS, Not Rated), the acquisition of NimbleGen by Roche 
(RHHBY.PK, Not Rated) and that of Bradley Pharmaceuticals (BDY, Not Rated) by Nycomed (Private).   

• The European countries with the most active life sciences sectors are probably Switzerland and Sweden.  Both 
these areas have established life sciences exchanges, a history of pharmaceutical presence and a number of well-
funded, diversified emerging life sciences firms.   

• Switzerland’s life sciences exchange may represent the best bet for emerging European life sciences firms pursuing 
a public listing in the EU; however, the attraction of a US listing remains. 

• Several promising healthcare clusters have developed, in particular Switzerland’s BioAlpine region.  One of the 
more intriguing developments is the bio-incubator known as Eclosion, which is headquartered in the city of Geneva. 

 
…But Emerging Markets Are Growing 
  

• European life sciences firms are facing increasing competition as areas such as Russia, India and China all have 
begun rapidly advancing their own commitments to life sciences and biotechnology. 

• Russia’s largest pharmaceutical firm, Pharmstandard (PHST.RTS, Not Rated), completed a successful IPO on the 
London Stock Exchange.  Recently, Russian firms have begun to seek external investment and opportunities to 
license their product candidates to established European and US firms. 

• Russian, Indian and Chinese life sciences firms can take advantage of significantly lower costs, more efficient 
economies of scale and much more facile access to human resources.  While clinical trials are being substantially 
outsourced to these areas, concerns remain on the ethical and safety standards under which such trials are run. 

 

Companies mentioned in this report include: 
Actelion (ATLN.SW, Not Rated), Active Biotech A/S (ACTI.ST, Not Rated), Amsterdam Molecular Therapeutics (Arpida (ARPD.SW, 
Not Rated), Basilea (BSLN.SW, Not Rated), Biovitrum (BVT.ST, Not Rated), BioXell SpA (BXLN.SW, Not Rated), Bristol-Myers 
Squibb (BMS, Not Rated), Crucell (CRXL, Not Rated), Cytos Biotechnology AG (CYTN.SW, Not Rated), Eurofins (ESF.DE, Not 
Rated), Geny Research (Private), Eli Lilly & Co. (LLY, Not Rated), Meda (MEDAA.ST, Not Rated), MedInsight (Private), Medivation 
(MDVN, Market Perform), MorphoSys (MOR.DE, Not Rated), NeuroNova (Private), Newron Pharmaceuticals SpA (NWRN: SWX, Not 
Rated), NicOx (NXO.F, Not Rated), Novartis (NVS, Not Rated), Novelos Therapeutics (NVLT.OB, Market Outperform), OSMOS 
Clinical Research (Private), Pharmstandard (PHST.RTS, Not Rated), Probiodrug AG (Private), Roche (RHHBY.PK, Not Rated), 
Speedel (SPPN.SW, Not Rated), Sygnis AG (LIO.DE, Not Rated), Tigenix (TIG.BR, Not Rated), Vivalis (AYJ.F, Not Rated) 
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THE EUROPEAN LIFE SCIENCES SECTOR 
 
Despite the recent crisis of confidence in global financial markets – brought on by concerns regarding the health of the 
US economy in the wake of the subprime mortgages debacle and a perceived lack of liquidity – the European life 
sciences sector continues to demonstrate strength and promise.  As shown in Figure 1, the European life sciences 
sector has progressively increased the average deal size and amount raised in each year following the bursting of the 
genomic bubble in 2000, when a massive number of deals were done at typically stratospheric valuations. 
 

Figure 1: European Life Sciences IPOs 
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Source: Charles Walker (2007) 

 

The continued strength of the euro against the US dollar has made M&A transactions and licensing agreements 
progressively easier for established European life sciences and pharmaceuticals firms.  In addition – and perhaps most 
dramatically – the emerging life sciences companies have recently seen better and better opportunities for accessing the 
public markets.  The most recent years have seen the emergence of the Swiss and Scandinavian life sciences sectors, 
which have yielded publicly-traded firms like Actelion, Addex Pharmaceuticals, Arpida, Basilea, BioXell SpA, Cytos, 
Newron Pharmaceuticals, Santhera Pharmaceuticals and Speedel on the Swiss exchange, and Active Biotech A/S, 
Biovitrum and Meda on the Swedish exchange.  Most of these companies have successfully inked partnerships with 
larger global outfits and appear to be sufficiently well capitalized through their fundraising efforts and the revenue from 
their partnerships to continue developing their pipelines.   
 
These firms, therefore, represent a nucleus for the European life sciences sector – one that is significantly stronger than 
that emerging in the mid-1990s.  During that earlier phase, regional life sciences sectors such as those in France, Italy, 
Germany or Spain were often represented by only a select few companies.  For example, the French life sciences 
industry was long embodied by firms like Genset, which was acquired by Serono in 2002.  German genomics-based 
companies like Artemis Pharmaceuticals, Ingenium, LION bioscience and MorphoSys were considered failures after the 
bursting of the genomics bubble, and many indeed went out of business.  Some were resurrected later, such as LION 
bioscience, which was reborn as Sygnis Pharma AG after a reverse merger with the privately-held Axaron Biosciences.  
Ingenium was eventually acquired by another private life sciences firm, the pharmaceutical outfit Probiodrug AG.  
 
The new crop of publicly-traded firms, however, looks very different.  Companies like Actelion and Cytos have extensive 
pipelines, bolstered by partnerships with major pharmaceutical companies.  Their ambitions are clear – to provide 
Switzerland with a pharmaceutical industry that in future does not simply rely upon the established giants, Roche and 
Novartis.  Additionally, these firms are drawing investor attention to the Swiss life sciences sector and the Swiss stock 
exchange, which has rapidly over the last 3-4 years become the premier market for life sciences companies outside the 
US.  The increased number of firms in Switzerland representing life sciences and their healthier average market cap has 
permitted the Swiss exchange, or SWX, to begin trading med tech and biotech index funds for the first time. 
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The perspectives outside Switzerland and Sweden are also promising.  The German biotech firm MorphoSys recently 
signed a landmark deal with Novartis that would provide R&D support of >$600 million and potentially would be worth 
over $1 billion to MorphoSys if certain regulatory and development milestones were to be met.  The deal, signed on 
December 2nd, 2007, served as a signal to the markets that while there may have been a perceived cash crunch and a 
lack of liquidity on the exchanges, pharmaceutical firms remained cash-rich and more than willing to deploy those funds 
in order to foster innovative projects in drug development.  
 

Figure 2: European Life Sciences Venture Capital Investment (1994 – 2006)  

 

Source:  Charles Walker (2007) 

 

The IPO cycle looks as though it is in the midst of the markets’ third ‘boom’, and this time the boom is more sustained – 
the 2004 boom is still prevailing over three years later, with venture capital commitments continuing and deal flow 
showing few, if any, signs of weakness.  In contrast, the 2000 life sciences boom lasted only a year and the 1996 boom 
lasted only two years.  Another positive signal is that this ‘boom’ appears to be fueling larger and larger deals – these 
are the largest ever deal sizes ($16 million per deal on average).  Much more dramatic is the investment of venture 
capital – over $8 billion committed in the seven years since 2000 compared with just over $1 billion committed in the 7 
years previous to 2000.  Further, the percentage appreciation in EU biotech stocks over the period from 1Q06 to 1Q07 
significantly outpaced that of the US biotech sector – a rare occurrence (see Figure 3, below).  While the current global 
economic picture may have placed the brakes on this somewhat, it remains an encouraging sign. 
 

Figure 3: US and European Biotech Index Market Performance  

 

Source:  Charles Walker (2007) 
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In recent years, the most beneficial aspect of the European life sciences sector’s heightened profile has been the 
emergence of several exchanges in continental Europe that have a palpable focus on life sciences firms.  This has 
enabled the following trends to take place: 
 
• Increased market capitalization at IPO: European companies traditionally have had difficulty here because of the far 

lower level of VC funding in the EU, but this is beginning to change (see Figure 4). 
• Healthy trading volumes and greater market efficiency: Continental European exchanges have begun to provide 

newly public life sciences companies with a range of investors from a broad geographic distribution, who possess 
fundamental knowledge of the sector and longer investment time horizons (so-called ‘strategic investors’). 

• Life sciences-specific indices: The number of “bellwether” stocks in the EU life sciences sector is increasing, and 
more conservative investors can now participate by deploying funds into life sciences indices, which reduce risk. 

• Increased numbers of biotech “sophisticated” investors & heightened overall exposure to biotech: In the US, there is 
a large community of biotech specialists and institutional investors who are extremely knowledgeable about biotech 
and feel comfortable investing in the space.  Historically the EU has lacked this, but the rise of several different 
exchanges that are committed to life sciences has significantly increased the number of analysts and institutional 
investors who are knowledgeable about this area. 

 

Figure 4: Global Capital Distribution  

 

Source:  BioData Conference (2008) 

 

As shown above, while the total financial assets in the US continue to make it the most wealthy area in which to raise 
capital, the amount of equity capital raised in 2006 in Europe actually far outstripped that in the US.  This indicates that 
there may be more than one way to skin a cat, so to speak.  European investors who have found that their capital has 
appreciated due to exchange rate fluctuations have proven willing to invest their gains in emerging firms.  Several 
leading European venture capital funds have recently announced the closure of new funds – notably Index Ventures, 
which recently announced the closing of the €400 million Index Ventures Growth I L.P.  The fund is the first of its kind 
raised by a European venture capital firm and was formed to address the market opportunity created by the maturation 
of Europe's start-up industry and the movement of traditional late-stage investors into larger deal sizes in both the 
technology and life science sectors.  Index Ventures Growth I L.P. will complement the firm's venture capital fund, Index 
Ventures IV L.P., which will continue to focus primarily on seed and early-stage investments.  The new fund expects to 
make investments of between €20 million and €50 million in European-based companies. The team will also selectively 
consider companies in Eastern Europe and the US that have plans to expand internationally. Technology and life 
science companies are the primary focus, with media, retail and green technology opportunities also being considered.  
Other important European life sciences venture capital firms include Sofinnova Partners, which is one of the few 
European firms with a long track record in the life sciences, and NeoMed Management, which has significant exposure 
to Nordic life sciences opportunities. 
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For life sciences firms, the choice of where to list is an important one.  Previously, listing on a European exchange was 
considered significantly less favorable because of a lack of liquidity.  Extremely small public floats, under-capitalized 
corporate entities and limited shareholder bases were the norm.  However, this has begun to change.   
 

Figure 5: Geographic Distribution of Life Sciences Offerings 

 

Source:  BioData Conference (2007) 

 

What is particularly interesting is the change in geographical distribution – previously, the UK life sciences sector was 
the bellwether for Europe as a whole, but its recent performance has been dismal1.  Investors and firms alike are now 
looking increasingly at the NYSE Euronext and Swiss SWX exchanges; as shown below, while the Swiss exchange 
possesses the highest aggregate market cap in terms of its life sciences sector, it is the Euronext exchange that actually 
lists the largest number of life sciences firms.  The overall market capitalization of these firms listed on Euronext is 
approaching €6 billion, and includes such luminaries of the European biotech sector as Crucell, Eurofins and NicOx.  
Life sciences IPOs on Euronext have also been quite successful, raising a total of €372 million in 2007 for companies 
such as Amsterdam Molecular Therapeutics, Tigenix and Vivalis. 
 

Figure 6: Biotechnology Comparison Among Leading Continental European Exchanges 

 

Source:  SWX, NYSE Euronext, Deutsche Börse 

                                                      
1 Salamander Davoudi, Financial Times, January 17th, 2008 
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BIODATA 2008 
 
Since 2002, BioData has been a central component of the advancement of the biotechnology and pharmaceutical 
industries at the heart of the Swiss Romande region, including Geneva, but not limited to within the borders of this 
region.  This year, it is particularly fortuitous to welcome a delegation from the Russian Federation, which is fast 
becoming one of the most essential and rapidly expanding sources of innovation and investment in the 
biotech/pharmaceutical sector in this region. 
 
European startups have more difficulty to find capital to fund their development activities than their American 
counterparts.  To that end, BioData provides a unique platform to bring together investors, venture capitalists and 
entrepreneurs in the biotech/pharmaceutical sector.  BioAlps is proud to be associated with BioData, and aims to seize 
the opportunity that this unique conference provides to foster favorable conditions necessary to develop new and 
innovative companies playing in the biotech/pharmaceutical sector.  BioAlps, founded in 2003, is supported by 12 
research institutions that are world-renowned, including the Université de Lausanne, the Institut Suisse de Recherche 
sur le Cancer (ISREC), and the medical schools of Lausanne and Geneva.  The goal of BioAlps is to establish western 
Switzerland as a leading region for biotechnology and pharmaceutical development. 
 
BioData is entering its 7th edition.  This conference has established itself as one of the foremost events on the European 
bioscience circuit.  It is proving indispensable in the current market environment as a unique platform from which to 
foster entrepreneurship and guarantee financial backing for European biotech/pharmaceutical startups in competing 
effectively with their American and Asian counterparts.  Rhône-Alpes is one of the first birthplaces of biotechnology, as it 
is where Marcel Mérieux established one of the earliest facilities for the mass production of vaccines.  The organization 
now spans 150 research laboratories, and accounts for 20% of France’s overall biotechnological potential, and 5% of 
Europe’s overall biotech growth. 
 
Panel Discussion 
European Biotech: Is It Better Than It Looks? 
 
Kai Brüning, Deka Investment GmbH 
François Conquet, Early Stage Licensing Director, Merck Serono 
Ulrich Kinzel, Director of Corporate Finance at Nomura Code Securities Ltd. 
Simon Moroney, CEO, MorphoSys 
Gilles Nobécourt, Partner, Edmond de Rothschild Investment Partners, Life Sciences Team 
 
Kai Brüning oversees €500 million that is earmarked for investment in the European as well as the global biotechnology 
and pharmaceutical sector.  The main problem for developing biotech and pharmaceutical firms is that they are 
competing for access to this capital with companies from other sectors and industries.  Previously, even when the world 
economies were doing well, it was already difficult to convince generalists to invest in biotech and pharmaceutical firms 
that suffer from the problems of long product development life cycles and a corresponding lack of free cash flows, 
exacerbated by continuous involvement in capital-intensive activities.  Currently, these investors are more likely than 
ever to ignore these sectors because their risk aversion has increased.  As such this creates a significant challenge for 
biotech firms, which aim to keep capital flowing in order to fund their clinical trials and further basic R&D.  Recently, we 
have seen a reduction in market cap of 35% – 40% among firms in the biotech space; however, it may be considered 
that the biotech and pharmaceutical sector in Europe has to a large extent reached a certain ‘critical mass’ – there are 
multiple firms that have achieved public listing with significant pipelines, established commercial partnerships and solid 
capitalization.  This in turn has attracted positive coverage from the sell-side equity research sector, augmenting the 
profiles of biotech/pharmaceutical firms and improving market sentiment.  However, the problem of adverse market 
conditions and the perception that there is a dearth of near-term catalysts in the space have made many investors back 
off from placing bets on biotech.  Furthermore, the increasing participation of hedge funds in the biotech and 
pharmaceutical sector globally has introduced even greater volatility, because these entities have comparatively shorter 
investment horizons.  It may be seen that weakness here is not mirrored in other areas – metals and mining stocks 
continue to trade at 11 – 12 times next year’s earnings.   
 
Another major problem is regulatory risk – for example, the anti-infectives sector is currently bearing the brunt of the 
FDA’s fickleness.  Previously, regulators in the US had trumpeted the need for novel antibiotics; however, in the last six 
months, the agency has begun questioning some of its own guidelines that companies with drugs in late-stage 
development (or even under consideration for approval at the FDA) had taken into account in designing their clinical 
trials.  This second-guessing at the agency has led to many high-profile firms facing the unpleasant scenario of binary 
events (approval or rejection of their lead drug candidate) with the background of a shifting agency viewpoint on what 
constitutes sufficient evidence supporting approvability.  Notable firms facing these problems include Basilea 
(BSLN.SW, Not Rated) with ceftobiprole and Advanced Life Sciences (ADLS, Market Outperform) with cethromycin. 
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According to François Conquet, the main necessity remains strength in the pipeline.  It is always preferable for an 
emerging biotech company to remain independent, but it can no longer rely on the certainty that access to the public 
markets will happen.  As such, emerging firms need to stay in front of the established players and ink significant cash-
rich partnerships.  The industry has a responsibility to support creativity and innovation from within, and to provide cash 
as the fuel for fostering these qualities. 
 
There has been significant controversy over the developing trend of outsourcing clinical trials to emerging countries, 
where patient recruitment can be conducted faster, there are fewer ethical barriers to performing placebo-controlled 
trials, and costs are appreciably lower.  This trend has accelerated in recent years as the cost of drug development has 
skyrocketed.  The chart below indicates that as R&D spend among pharmaceutical companies has increased, the 
average number of New Chemical Entities (NCEs) approved annually is actually falling.  According to Steven Paul, head 
of research at pharmaceutical giant Eli Lilly & Co. (LLY, Not Rated), the cost of developing a blockbuster NCE could 
spiral to over $2 billion by 2010. 
 

Figure 7: Pharmaceutical R&D Productivity  

 

Source:  PhRMA, FDA CDER 

 

Drug development in mature markets has become prohibitively expensive because the regulatory environment has 
become much more restrictive – the FDA Amendments Act of 2007, designed to avoid debacles such as that seen with 
Vioxx in 2004, serves as a major hurdle for companies seeking to develop blockbuster drugs.  In the words of an FDA 
spokesperson, “where we get into trouble is in approving agents aimed at use in patient populations of 10 million or 
more.  We don’t get burned with orphan drugs.”  As the regulatory agencies have toughened their stance on safety and 
what is needed to ensure that a drug has an acceptable toxicity profile if it is to be used in large populations, drug 
companies are turning increasingly to ways to conduct proof-of-concept studies outside the developed world.  This has 
led to accusations of cutting corners, conducting studies with questionable ethical foundations, and advancing drugs that 
cannot be used in developed countries because of the pharmacogenetic and pharmacogenomics differences between 
patient populations in emerging and developed areas. 
 
A recent article in the Financial Times published this year has drawn attention to the questions surrounding clinical trials 
conducted in emerging areas2.  One of the examples cited was that of Viral Genetics, a Californian biopharmaceutical 
firm that conducted an exploratory trial of its anti-HIV compound VGV-1 in China.  Several patients enrolled into the 
study died in Beijing.   
                                                      
2 Andrew Jack, Financial Times, 28th January 2008 
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The questions raised by the Financial Times article indicate that there may be a danger, as more and more trials are 
conducted outside the US and Western Europe, for patients to be exposed to worsened safety standards and 
questionable clinical practice (see graph below, indicating that as more trials have shifted outside the Western countries, 
the numbers of complaints has steadily risen).  While the trial sponsored by Viral Genetics was determined to have 
shown “no serious violation of ethical principles” according to a Chinese investigation, the incident was only one of 
several that appear to indicate the risks involved with this latest manifestation of globalization. 
 

Figure 8: Changing Locations of Clinical Trials  

 

Source: Tufts Center for the Study of Drug Development (2007) 

 

The percentage of clinical trial principal investigators based outside the US and Western Europe rose from 5% in 1997 
to nearly 30% in 2007, as more and more firms began to engage in outsourcing clinical trial administration and patient 
enrollment to areas beyond the developed Western world.  Significantly lower costs, access to well-educated and 
professionally trained medical personnel and world-class facilities, and the availability of large pools of “treatment-naïve” 
patients are all considerations driving the movement of clinical trials outside the US and Western Europe.  Also, the 
majority of centers in developing nations provide access to hundreds or thousands of patients at a time, while in the US 
and Western Europe each center in a particular trial may contribute only a handful of patients.  
 
However, regulators remain concerned that some firms may be outsourcing clinical development so as to conduct 
unethical placebo-controlled trials, rather than comparing their experimental candidates to the state-of-the-art in 
standard-of-care.  Another issue involves the possibility of coerced patient participation in a trial because it offers access 
to medical care they could not otherwise afford; and because they may lack adequate “informed consent” to understand 
the risk involved in exposure to an experimental medicine or a placebo.  Finally, lack of post-trial access to medicines 
creates a sense that there is no “quid pro quo.”  There have been instances wherein the developing country where a 
drug was tested remained unable to access the drug even years after it was approved in developed nations. 
 
Outfits such as Geny Research, which is the Russian based arm of the CRO known as OSMOS Clinical Research, and 
Excel PharmaSciences, which is based in China, have developed particularly specialized competencies in pinpointing 
high-quality clinical sites outside the US and Western Europe and conducting clinical trials for drug makers at 
significantly lower expense.  These firms are becoming increasingly prized mediators between medical professionals in 
developing economies eager to conduct trials along with patients eager to have access to novel medicines, and drug 
makers constantly struggling to cut costs, replace genericized products and maintain an adequate internal rate of return. 
 
Russia is turning into a €20 – €30 billion annual market, and is growing at a 10% – 20% rate.  Similarly, the Indian and 
Asian markets are growing at even faster rates and becoming more and more important on the global stage.  It should 
be remembered that the pharmaceutical industry remains extremely powerful, with very deep pockets and a need to 
feed growth and replenish pipelines that have been thinned and continue to be depleted by waves of patent expirations.  
While previously most trials in Russia were done for anti-hypertensive medications, currently the trend is shifting towards 
testing medications for autoimmune disease, cancer and even neurodegenerative disorders.  Two recent examples of 
drug candidates that were originally tested in Russia and then brought to the US for further development are NOV-002, 
a proprietary formulation of oxidized glutathione that was approved as an add-on to chemotherapy in Russia and is 
currently in Phase III development for treatment of non-small cell lung cancer in conjunction with approved 
chemotherapeutic agents; and Dimebon™ (dimebolin), a novel molecule originally approved in Russia as an 
antihistamine but subsequently shown to be potentially efficacious in Alzheimer’s disease and Huntington’s disease. 
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COMBINATION DRUG THERAPIES 
 
At the BioData conference, Dr. Rene Nordmann (CEO of MedInsight) raised a concern on the novelty of combination 
drug regimens.  He pointed to the potentially disturbing precedent set by the KSR vs. Teleflex ruling in April 2007.  In 
this case, KSR international Corp. – a maker of truck accelerator pedals – was attempting to negate a lawsuit brought by 
a rival, Teleflex Corp., claiming that KSR infringed Teleflex’s patents covering addition of an electronic sensor to an 
existing pedal arrangement.  The Supreme Court justices’ decision stated that the KSR design did not infringe because 
combining an electronic sensor with an accelerator pedal would be “an obvious combination” to any skilled engineer.  In 
its ruling, the Supreme Court said the US Court of Appeals for the Federal Circuit, a specialized court overseeing patent 
law, had been too generous toward patent holders, allowing them to claim a patent monopoly for incremental advances.  
Supreme Court justices dismissed out of hand the test that Federal Circuit judges used to determine whether an 
invention was "obvious".  This latest decision follows an emerging trend in which the high court is increasingly to be 
found intervening to “correct” Federal Circuit rulings that the Supreme Court believes do not encourage innovation and 
are not in keeping with the fluid nature of the modern economy.  Through invalidating an earlier appeals court decision in 
the case, which had ruled in favor of Teleflex, the Supreme Court justices made it harder to get new patents and to 
defend existing ones, giving new force to the law that denies patents on the basis of lack of novelty, i.e. if the inventions 
are "obvious."  Therefore, these rulings are sure to influence pending patent cases while opening an unknown number of 
existing patents to challenges.  Weaker patents that survived under lower-court precedents are now more likely to be 
ruled invalid on the basis of “non-obviousness”.  More disputes could ensue as challengers become more confident in 
their cases.  Furthermore, patent holders, assessing their weakened position, could be inclined to settle disputes on 
more generous terms rather than risk a court judgment that could invalidate their patents outright. Investors that buy up 
patents to obtain royalties from alleged infringers – the infamous “patent trolls” – may find the pickings growing slimmer. 
 
Dr. Nordmann alleged that the latest Supreme Court ruling could be viewed as deleterious to companies pursuing and 
marketing combination drugs to extend existing franchise life spans.  It is not likely to affect companies such as 
CombinatoRx (CRXX, Market Outperform) or AVANIR Pharmaceuticals (AVNR, Market Perform), because these firms 
are either developing combinations of agents that were originally approved individually for indications unrelated to the 
target indication, or because there is a non-obvious claim pertaining to the dosage being used.  For example, in the case 
of AVANIR, the firm is developing a drug called Zenvia™ for the treatment of emotional lability (uncontrolled laughing 
and crying) and painful diabetic neuropathy, which consists of a combination of dextromethorphan (a known opioid and 
sigma-1 receptor agonist) with quinidine (a substance that reduces the metabolism of dextromethorphan).  The company 
has patented the observation that a 66% reduction in the amount of quinidine (from 30mg to 10mg) results in only a 33% 
decrease in concentrations of dextromethorphan – an observation that clearly is “non-obvious”.  Other firms developing 
combinations of anti-hypertensive drugs, for example, could face problems with establishing non-obviousness.   
 
However, for the moment there appears to be a stalemate in this situation: Judge James C. Cacheris, Senior Judge in 
the US District Court for the Eastern District of Virginia, delivered what was perhaps the most significant ruling in US 
patent law last year, when in October 2007 he granted GlaxoSmithKline's motion for a temporary restraining order 
(TRO) and preliminary injunction (PI) to prevent the US Patent and Trademark Office from implementing its new 
continuation and claims rules, which took into account the KSR vs. Teleflex decision.  The impasse bears watching – on 
the following page (Table 1) are some examples of combination drugs that could potentially be threatened if things go 
the way in which the Supreme Court prefers them.  In view of the current state of marketed combination drugs, clearly 
the firms that have the most to lose are the larger pharmaceutical companies – particularly Abbott Laboratories, 
GlaxoSmithKline, Novartis and Pfizer – and therefore it is not surprising that they were quick to respond to the 
implications of KSR vs. Teleflex.  GSK brought in some heavy artillery to support its position, filing a declaration from 
none other than Harry F. Manbeck, Jr., former Patent Office Commissioner under President George H.W. Bush and now 
a member of the Rothwell Figg firm in Washington, DC.  In addition to his government service, Mr. Manbeck served as 
general patent counsel to the General Electric Company, which enhances the credibility of his testimony regarding the 
New Rules.  The Patent Office subsequently filed a motion to strike this declaration, which was considered unsurprising 
by many observers.  Essentially, Mr. Manbeck raised the following relevant points: 
 
• The US PTO has limited rulemaking authority, which precludes it from interpreting the Patent Act insofar as to rule 

what is novel and what is not.  The statute 35 U.S.C. § 2(b)(2)(A) – authorizes the Office to make rules "directed 
only to conduct of PTO proceedings; it does NOT grant the Commissioner the authority to issue substantive rules.” 

• Further, the US PTO is prohibited from denying an applicant’s right to file a continuing application absent evidence 
of abusive and repetitive practices. 

• Finally, Mr. Manbeck echoed elements of GSK’s initial complaint, stating that the US PTO’s Examination Support 
Document was vague and failed to adequately inform applicants how to comply with the new rules. 

 
For the moment at least, it appears that the US PTO will have to continue to consider applications covering combination 
drugs.  However, future legislative changes to the Patent Act may make such drugs harder to approve in future. 
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Table 1:  Currently Marketed Combination Drugs 

Combination 

Drug Name

Originator Individual Drug 

Names

Constituent Generic 

Names

Drug Class Mechanism of Action 2007 Sales

Aggrenox Boehringer Ingelheim Aspirin/Persantine aspirin/dipyridamole blood thinner/platelet aggregation blocker platelet inhibition $297 million

Caduet Pfizer Lipitor/Norvasc atorvastatin/amlodipine statin/calcium channel blocker cholesterol-lowering/antihypertensive $496 million

Capozide Par Pharmaceuticals Capoten/HCT captopril/hydrochlorothiazide ACE inhibitor/diuretic anti-hypertensive $321,000 

Simcor Abbott Labs Niaspan/Zocor niacin/simvastatin vitamin/statin lowers cholesterol and flushing N/A

N/A Novartis Diovan/Tekturna valsartan/aliskiren angiotensin receptor antagonist/renin inhibitor anti-hypertensive N/A

Janumet Merck & Co. Januvia/metformin sitagliptin/metformin DPP-IV inhibitor/phosphatase inhibitor insulin stimulator/insulin sensitizer $77 million

Advair GlaxoSmithKline Flonase/Serevent fluticasone/salmeterol corticosteroids anti-inflammatory $4.3 billion

Combivent GlaxoSmithKline Atrovent/Ventolin ipratropium bromide/albuterol bronchodilators reduce bronchoalveolar constriction $705 million

N/A Schering-Plough Singulair/Claritin montelukast/loratadine leukotriene antagonist/antihistamine anti-inflammatory/anti-allergic N/A

Augmentin GlaxoSmithKline Amoxil/Clavulanate amoxicillin/clavulinic acid antibiotics lactamases $100 million

Kaletra Abbott Labs Norvir/ABT-378 ritonavir/lopinavir protease inhibitors HIV replication inhibition $579 million

N/A Roche Norvir/Reyataz ritonavir/atanazavir protease inhibitors HIV replication inhibition N/A

N/A Roche Norvir/Invirase ritonavir/saquinavir protease inhibitors HIV replication inhibition N/A

Combivir GlaxoSmithKline AZT/Epivir zidovudine/lamivudine protease inhibitors HIV replication inhibition $476 million

Truvada Gilead Sciences Viread/Emtriva tenofovir/emtricitabine nucleoside reverse transcriptase inhibitors HIV replication inhibition $893 million

Atripla Gilead Sciences Sustiva/Viread/Emtriva efavirenz/tenofovir/emtricitabine nucleoside reverse transcriptase inhibitors HIV replication inhibition $958 million

Symbyax Eli Lilly & Co. Prozac/Zyprexa fluoxetine/olanzapine atypical anti-psychotics serotonin and dopamine modulation $64 million

Vicodin Abbott Labs Hycodan/Paracetamol hydrocodone/acetaminophen analgesics opioid/non-steroidal anti-inflammatory $56 million

Vicoprofen generic Hycodan/Nurofen hydrocodone/ibuprofen analgesics opioid/non-steroidal anti-inflammatory $7.7 million
 

Boehringer Ingelheim (Private), Pfizer (PFE, Not Rated), Par (PRX, Not Rated), Abbott Labs (ABT, Not Rated), Novartis (NVS, Not Rated), Merck (MRK, Not Rated), GlaxoSmithKline (GSK, Not Rated), Schering-Plough (SGP, Not Rated), 
Roche (RHHBY.PK, Not Rated), Gilead (GILD, Market Outperform), Eli Lilly (LLY, Not Rated) 

Source: Company Reports, IMS Health, Rodman & Renshaw estimates 
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THE SWISS LIFE SCIENCES SECTOR 
 
As shown below, several Swiss life sciences clusters are emerging.  Three in particular have gained importance, with 
over 50 companies at the startup, emerging and publicly traded level in each area (the BioValley, BioAlps and Zurich 
clusters).  All have contributed firms that are currently publicly traded with clinical-stage pipelines and high-profile 
partnerships – from the BioAlps region come firms such as Addex Pharmaceuticals (ADXN.SW, Not Rated), which is 
collaborating with Merck & Co. (MRK, Not Rated); in the BioValley are firms such as Speedel (SPPN.SW, Not Rated), 
partnered with Novartis on renin inhibitors, and Actelion (ATLN.SW, Not Rated), which markets a drug for pulmonary 
arterial hypertension and has a partnership with Roche on a novel sphingosine-1-phosphate (S1P1) agonist; and in 
Zurich, one can find firms like Cytos Biotechnology AG (CYTN.SW, Not Rated), which is developing anti-Alzheimer’s 
vaccines and anti-smoking therapies in partnership with Novartis.  Switzerland has about 300 life sciences firms in total. 
 

Figure 9: Swiss Life Sciences Clusters  

 

Source:  Swiss Biotech Report (2007) 

 

The diversity of Switzerland’s life sciences sector is also considerable, as competencies have been established in 
almost every major area of this discipline – medical devices, biotechnology, pharmaceuticals, drug delivery 
technologies, high-throughput screening, diagnostics and predictive genomics.  Below is a breakdown of all Swiss life 
sciences companies by sub-sector. 
 

Figure 10: Swiss Life Sciences Firms by Sector  

 

Source:  Swiss Biotech Report (2007) 
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INTRODUCTION TO THE RUSSIAN LIFE SCIENCES SECTOR 
Suren Vardanian, Director General, Moscow Investment and Export Promotion Agency 
 
Moscow is a center of national politics, culture, science, technology, information and education: one of the fastest-
growing cities in the world.  It is also a major metropolis; as of the end of 2007, Moscow was ranked as the 21st largest 
city in the world.  The new General Plan of Moscow development projecting to 2020 corresponds to the principle of 
harmonic construction, enabling optimum construction efficiency while maintaining the city’s 200 parks and gardens. 
 
Fully 21% of Russia’s GDP is produced by Moscow – the city contains a complete industry system with solid foundations 
in different sectors and spheres (petroleum and chemical engineering, pharmaceuticals, steel and manufacturing, 
information technology, telecommunications).  The scientific and industrial sectors in Moscow are represented by ~70% 
of Russia’s scientific potential in terms of the numbers of people involved.   
 
The city’s labor force exceeds 6 million people, approximately 3 million of whom are engaged in the private sector.  One-
third of working Muscovites are employed in small businesses.  Nearly 40% of Russian professional and technical 
talents are concentrated in Moscow.  Over 50 universities – many of international renown – are located in Moscow and 
approximately 500,000 students are typically in the city at any given time. 
 
The following international banking groups have significant presence in Moscow: 
 

Credit Suisse    ING Barings 
BNP Paribas    Dresdner Bank 
Citigroup    Deutsche Bank 
Union Bank of Switzerland  Goldman Sachs 

 
Over half of Russian banks are located in Moscow, and 80% of Russian financial resources are located in the city.  
15,000 offices of international companies from >130 countries are located in Moscow.  Over 2,000 companies join the 
city’s business community each year.  In 2006, Moscow attracted around $24 billion in foreign investment -- $18 billion in 
the first quarter of 2007.  Currently, Russia is in the top 10 destinations in the world by estimated jobs in production and 
among the top 20 destinations in the world with respect to business potential and growth. 
 
http://moscow.investway.info/ 
E-regulation/business environment/investors/investment opportunities (including biotechnology) 
 
Moscow contains several hubs for development.  These include Zelenograd (bioIT, biosensors, biomedical engineering, 
and biotechnology) and Dubna (nuclear-physical technology, clean tech, and pharmaceuticals).  The region also houses 
the Institute of Pharmacologically Active Compounds affiliated with the Russian Academy of Sciences (IPAC RAS).  The 
IPAC RAS is a repository of a vast array of pharmacophores and naturally derived molecules, many of which have been 
demonstrated to possess therapeutic or potentially therapeutic biological activity.  One such molecule, designated 
Dimebon (dimebolin), was actually demonstrated to have activity in a Phase II trial enrolling Alzheimer’s patients.  This 
drug candidate, which was licensed by a Californian biotech firm called Medivation (MDVN, Market Perform), is currently 
poised to enter Phase III development in Alzheimer’s disease. 
 

Figure 11: IPAC RAS  

 

Source:  IPAC RAS (2006) 
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Russia thus represents the emergence of a new biotech market.  The Moscow Government has decided to actively 
support innovation projects and has financed hundreds of technology projects.  The next step is to move into a large-
scale industrialization and commercialization phase via driven and focused entrepreneurship.  As shown below (Figure 
12), the needs of the local pharmaceutical market have steadily been growing over the last few years, far outstripping 
indigenous capacity.  Further capital expenditures will be needed to enable the Russian life sciences sector to more 
adequately serve the local market.  In addition, the Russian government and the Moscow Investment and Export 
Promotion Agency (MIEPA) are eager to promote both the entry of foreign drug makers into the rapidly growing Russian 
pharmaceutical market as well as foreign investment in local drug makers. 
 

Figure 12: Russian Pharmaceutical Industry Growth  
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Source:  Moscow Investment and Export Promotion Agency (2007) 

 

The Russian pharmaceuticals market is currently valued at ~$12.2 billion (35% year-on-year increase).  This is the 
second fastest pharmaceutical sector growth rate in the world.  Moscow has over 500 biotech companies and accounts 
for 25-30% of all retail pharmaceutical spending in Russia.  Some of the opportunities in Moscow include companies 
developing: multifunctional medical coatings for surgical implants, plasters and prosthetic devices; pre-production of 
enzymes necessary for grain-derived bioethanol manufacturing; scale-up live influenza vaccine production; 
immunostimulating peptides aimed at preventing hepatitis B and C; and others. 
 
Most companies registered through the Moscow Investment Gateway are well developed and already have access to 
the large Russian market – several have recurring revenues.  These companies have positioned themselves in clean 
technology, sustainable development, outsourcing for biotech manufacturing, and addressing of environmental issues. 
 
Recently, in May 2007, Pharmstandard, one of Russia's leading pharmaceutical companies, priced its initial public 
offering at $58.20 per share, which valued the offering at $880 million before exercise of any over-allotments.  
Pharmstandard, already listed on Russia's RTS stock exchange, subsequently listed on the Moscow Interbank Currency 
Exchange (MICEX) and the London Stock Exchange.  Coordinated by Citigroup and UBS Investment Bank, the IPO 
floated 40% of the company's stock, placing Pharmstandard's value at $2.2 billion. 
 
The corporation spans five plants across Russia, producing more than 200 various medications, including insulin, as 
well as medical equipment.  Company sales stood at 8.523 billion rubles ($323.7 million) in 2006, a 50% rise from the 
previous year.  Net profits grew 99.8% to 2.036 billion rubles ($77.4 million).  
 
Pharmstandard, the largest Russian pharmaceuticals company operating on the domestic market and the first from the 
sector to float, also sold global depositary receipts in London at $14.55 each.  Core owners Viktor Kharitonin, Yegor 
Kulkov and Millhouse Capital, the investment vehicle of Russia's richest man Roman Abramovich, sold shares via the 
IPO.  The firm’s valuation was fixed at $2.2 billion, at the high end of most analysts’ estimates. 
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RODMAN & RENSHAW RATING SYSTEM:  Rodman & Renshaw employs a three tier rating system for evaluating both the potential 
return and risk associated with owning common equity shares of rated firms. The expected return of any given equity is measured on 
a RELATIVE basis of other companies in the same sector, as defined by First Call. The price objective is calculated to estimate the 
potential movement in price a given equity could achieve given certain targets are met over a defined time horizon. Price objectives 
are subject to exogenous factors including industry events and market volatility.  The risk assessment evaluates the company specific 
risk and accounts for the following factors, maturity of market, maturity of technology, maturity of firm, cash utilization, and valuation 
considerations. Potential factors contributing to risk: relatively undefined market, new technologies, immature firm, high cash burn 
rates, intrinsic value weighted toward future earnings or events. 
 
RETURN ASSESSMENT 

• Market Outperform (Buy):  The common stock of the company is expected to outperform a passive index comprised of all the 
common stock of companies within the same sector, as defined by First Call. 

• Market Perform (Hold):  The common stock of the company is expected to mimic the performance of a passive index 
comprised of all the common stock of companies within the same sector, as defined by First Call. 

• Market Underperform (Sell):  The common stock of the company is expected to underperform a passive index comprised of 
all the common stock of companies within the same sector, as defined by First Call. 

 
RISK ASSESSMENT 

• Speculative – The common stock risk level is significantly greater than market risk.  The stock price of these equities is 
exceptionally volatile. 

• Aggressive - The common stock risk level is materially higher than market level risk.  The stock price is typically more volatile 
than the general market. 

• Moderate – The common stock is moderately risky, or equivalent to stock market risk.  The stock price volatility is typically in-
line with movements in the general market.  

 
RATING SUMMARY 
 

Research Investment
Coverage Banking Services

Rating (Past 12 months) Provided

Outperform 61% 30%
Perform 37% 25%
Underperform 2% 0%  
 
 
 
Investment Banking Services include, but are not limited to, acting as a manager/co-manager in the underwriting or placement of 
securities, acting as financial advisor, and/or providing corporate finance or capital markets-related services to a company or one of 
its affiliates or subsidiaries within the past 12 months. 
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RATED COMPANIES MENTIONED IN THIS REPORT 
 

Company Ticker R&R Rating Price 
Mkt Cap ($ 

MM)

12 Month 

Price Target

Acorda Therapeutics Inc. ACOR Market Perform $26.05 744$           NA
Paion AG PA8.DE Market Perform $1.88 47$             NA
CombinatoRx Inc. CRXX Market Outperform $5.08 177$           $13.00
Advanced Life Sciences Holdings Inc.ADLS Market Outperform $0.98 38$             $2.00
Novelos Therapeutics Inc. NVLT Market Outperform $0.71 28$             $3.25
Medivation Inc. MDVN Market Perform $16.27 469$           NA
Renovis Inc. RNVS Market Perform $2.67 79$             NA
Gilead Sciences Inc. GILD Market Outperform $43.15 40,163$      $56.00
AVANIR Pharmaceuticals (Cl A) AVNR Market Perform $1.12 48$             NA

 
 
ADDITIONAL DISCLOSURES  
 
Rodman & Renshaw, LLC. (the “Firm”) is a member of FINRA and SIPC and a registered U.S. Broker-Dealer. 
ANALYST CERTIFICATION:  

I, Elemer Piros, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject 
company (ies) and its (their) securities.   
 
None of the research analysts or the research analyst's household has a financial interest in the securities of any the rated companies 
mentioned in this report (including, without limitation, any option, right, warrant, future, long or short position).   
 
As of December 31, 2007, neither the Firm nor its affiliates beneficially own 1% or more of any class of common equity securities of 
any of the rated companies mentioned in this report. 
 
Neither the research analyst nor the Firm has any material conflict of interest with the rated companies mentioned in this report, of 
which the research analyst knows or has reason to know at the time of publication of this research report. 
 
The research analyst principally responsible for preparation of the report does not receive compensation that is based upon any 
specific investment banking services or transaction but is compensated based on factors including total revenue and profitability of the 
Firm, a substantial portion of which is derived from investment banking services. 
 
The Firm or its affiliates did not receive compensation from the Rated Companies Mentioned in the Report for investment banking 
services, within twelve months before, but intends to seek compensation from the companies mentioned in this report for investment 
banking services within three months, following publication of the research report. 
 
Neither the research analyst nor any member of the research analyst's household nor the Firm serves as an officer, director or 
advisory board member of the rated companies mentioned in this report. 
 
Except for PAION AG, the Firm makes a market in the securities of the rated companies mentioned in this report as of the date of this 
research report. 
 
Any opinions expressed herein are statements of our judgment as of the date of publication and are subject to change without notice. 
 
Reproduction without written permission is prohibited.  The closing prices of securities mentioned in this report are as of January 30, 
2008.  Additional information is available to clients upon written request.  For complete research report, please call (212) 356-0500. 
 
Readers are advised that this analysis report is issued solely for informational purposes and is not to be construed as an offer to sell 
or the solicitation of an offer to buy.  The information contained herein is based on sources, which we believe to be reliable, but is not 
guaranteed by us as being accurate and does not purport to be a complete statement or summary of the available data.  Past 
performance is no guarantee of future results. 
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