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2015 BIOMETER SHOWS TALE OF
TWO MARKETS

By Stephen B. Thau, Aaron J. Schohn, and Allison Lauterbach Dale

The full-year 2015 BioMeter paints the picture of a strong year for
biotechnology, but deeper analysis shows a cautionary trend. The
average BioMeter value for the entire year across all transactions
reporting up-front payments and stage of development was $48.8
million, down from $58.7 million in 2014, but still relatively
strong. There were also 127 transactions in 2015 reporting up-
front payments and stage of development, up dramatically from
79 transactions in 2014. We had noted that the robust IPO market
for biotechnology companies was coinciding with a decline in the
number of licensing transactions, but 2015 reversed that trend,
bringing the number of transaction back up to levels last seen in
2011. The slow-down in IPOs towards the end did not impact the
rate of transactions, which was steady throughout the year.

Rather, 2015 was a tale of two markets. Of the 127 reported
transactions disclosing stage of development and up-front payment,
17 were “mega-transactions” with up-front payments of $100 million
or more. The BioMeter for these mega-transactions was a whopping
$250.7 million. The BioMeter for the remaining 110 transactions,
still far more than were reported in 2014, was only $16.7 million.

The bifurcated market existed at all stages of development and
reflected the distribution of transactions present in our previous
BioMeter analysis, with the greatest number of mega-transactions
for preclinical /discovery assets and for Phase 2 assets (5 in each).
Overall, preclinical and discovery transactions showed a BioMeter
value of $30.5 million, compared to $28.1 million in 2014; excluding
mega-transactions brings the 2015 value down to $16.9 million.

The effect for Phase 1 transactions is even more dramatic: overall
the BioMeter for Phase 1 products was $131.5 million, compared to
$44.8 million in 2014; however, excluding three mega-transactions,
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TABLE 1: BIOMETER VALUES BY STAGE OF
DEVELOPMENT AND AVERAGE FOR 2011
THROUGH 2015

TABLE 2: NUMBER AND PERCENTAGE OF
COLLABORATION AGREEMENTS BY STAGE OF
DEVELOPMENT FOR 2011 THROUGH 2015
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2015 BIOMETER BY STAGE WITH AND
WITHOUT MEGA-TRANSACTIONS
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was a healthy $79.9 million, compared to
$83.5 million in 2014, but excluding mega-
transactions the value was only $20.8 million.
For Phase 3 products, the overall BioMeter
was $56.5, down from $101.1 million in 2014,
but without mega-transactions was only $25.8
million. Approved products had a relatively
weak 2015, with an overall BioMeter of only
$17.5 million; excluding the lone mega-
transaction for an approved product (the
AstraZeneca/Daiichi transaction for Movantix
with an up-front payment of $200 million), the
BioMeter for approved products was only $6.1
million.

So what’s going on? On the positive side,
demand for licensing transactions was

higher in 2015 than in the past several

years, as evidenced by the higher number of
transactions. This occurred at all stages of
development, with the mix of transactions

by stage of development consistent with

prior years. As in every year we've looked at,
preclinical/discovery transactions dominated,
at approximately 45% of the total. This is
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good news for companies that are developing new
products and technologies. The forces that are
creating demand—unmet medical needs, patent
cliffs for existing products, and the ability to
receive high margins from novel products—have
not disappeared.

At the same time, except in the areas of mega-
transactions, buyers are being cautious about
how much they will put on the table for up-front
payments. (We're sure that buyers are being
cautious in mega-transactions too, but other
forces appear to be at play—more on that below.)
Whether this reflects a reduction in overall deal
value, or a shift in value away from up-front
payments and towards back-end milestone
payments and royalties, is hard to tell from the
available data, but it is clear that licensors will
need to have appropriate expectations for the
size of up-front payments as they enter into
negotiations.

What makes a mega-transaction? Not
surprisingly, being in a large market helps.
Putting aside the one mega-transaction for an
approved product (Movantix for opioid induced
constipation), 43.8% of the mega-transactions (7
out of 16) were in immuno-oncology, and the rest
were in other very large chronic disease markets:
Alzheimer’s, diabetes, rheumatoid arthritis,
psoriasis, allergy. Notably absent from the mega-
transaction club were any rare disease therapies,
which have seen a favorable reception in the

capital markets. Most of the mega-transactions
also involved platform technologies and the
possibilities of multiple products, which can help
justify a more sizeable up-front payment. Finally,
biologics are in vogue in this group, representing
68.8% (11 out of 16). Where buyers see a
potential game-shifting technology in a very large
market, they’re willing to pay for it, especially if it’s
a market where other buyers are displaying similar
behavior.

Everyone else is not completely left out in the
cold. The continued strong BioMeter values

for preclinical/discovery transactions and the
increasing number of transactions are signs that
investment in novel technologies and therapies
can continue to bear fruit. Approved products
continue to be a weak spot, as they were in 2014,
suggesting that companies should either partner
early, or plan to go it alone.

K*kKx

Editorial note: when we began publishing the
BioMeter, we envisioned a quarterly report. After
two years of quarterly reporting on relatively small
data sets, and given the typical gestational time

of a transaction that makes it into the BioMeter
report, we concluded that less frequent publication
would lead to more meaningful analysis. We hope
you agree. As always, feedback is welcome at
jdubman@mofo.com.

About MoFo BioMeter

The MoFo BioMeter is an index that measures the health of the biotechnology industry. The BioMeter averages up-front
payments in licensing, collaboration, and development agreements between biotechnology companies (broadly defined)

and companies that pay for commercialization rights. We focus on up-front payments because they are the most concrete
representation of the value of a development-stage asset, and also because in an era of constricted venture funding for
unapproved therapeutics, up-front payments from collaboration agreements have become an increasingly necessary source of
capital for companies to sustain their development efforts. The BioMeter also allows us to measure changes in the industry, or

by sector, over time.

The information contained in this report is the result of analysis that includes certain assumptions and compilations. There can be no assurance
that this report is error-free. Neither Morrison & Foerster LLP nor any of its partners, associates, staff, or agents shall have any liability for any
information contained herein, including any errors or incompleteness. The contents of this report are not intended, and should not be considered,
as legal advice or opinion. If you wish to change an address, add a subscriber, or comment on this newsletter, please email Jennifer Dubman at
jdubman@mofo.com or write to Jennifer Dubman 425 Market Street, San Francisco, CA 94105.
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WHAT’S DRIVING YOU?

A passion for helping innovative companies succeed is what drives us.

Our global Life Sciences Practice is comprised of 180 corporate, transactional,
IP and trial attorneys around the world who share the drive our clients have for
scientific and business success.

www.mofo.com/lifesciences
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We are Morrison & Foerster — a global firm of exceptional credentials. Our clients include some of the largest financial institutions, investment
banks, and Fortune 100, technology, and life sciences companies. We’ve been included on The American Lawyer’s A-List for 12 straight years, and
the Financial Times named the firm on its 2014 list of the 40 most innovative firms in the United States and every year that the report has been
published. Chambers USA honored the firm as its sole 2014 Corporate/M&A Client Service Award winner, and recognized us as both the 2013
Intellectual Property and Bankruptcy Firm of the Year. Our lawyers are committed to achieving innovative and business-minded results for our
clients, while preserving the differences that make us stronger.
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