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Executive Summary

This paper analyzes the industry-level competitive dynamics leading to the widespread consolidation prevalent within the Life Sciences industry during the last two years (1998 and 1999).  Key issues include the major industry players and their competitive goals, recent mergers and acquisitions, the performance of those mergers, and possible upcoming strategic movements.  Specific attention is paid to areas such as FDA approval, public opinion of genetically modified organisms, lawsuits, licensing, merger expenses, emerging technologies, synergies and economies-of-scale.  Alternatives to mergers and acquisitions (M&A) within the corporate development framework are also examined.

A case for strategies of corporate development within Life Science firms is presented.  In particular a few strategies will be applied to certain companies with forward-looking initiatives in mind.  The essential objective is to understand the industry’s rapid consolidation and the subsequent failures of potential acquisitions.  By tracking the industry since its formation and through scrutiny of the key players’ movements and overall trends, an analysis can be done on the dynamic forces that move the industry, which may be used as a basis for examining future possible movements and trends.

As the evidence will support, consolidation within the Life Sciences has proven to be unrealistic and generally not financial feasible.  However, when examining the pharmaceuticals portion of the Life Sciences field, acquisitions can play a key and strategic role.  It is often necessary to make strategic acquisitions in order to maintain a balanced research and development portfolio and to prevent disruptive technologies from impacting market share.  This is a unique characteristic found only in the Life Sciences field, and is the driving force behind this study.  Finally, divestitures and spin-offs are necessary steps in the restructuring process during the creation of a Life Sciences firm a play important roles in calculating industry dynamics.

The major pitfalls within the industry can be summarized as; popular opinion over genetically modified organisms (GMOs)
, getting FDA approval
, generic drug penetration
, dealing with lawsuits, and the expenses of the M&A process.  Alternately, the industry’s best practices can be condensed to; innovation in sustaining a well balanced research and development (R&D) portfolio, maintaining velocity and focus, company-wide commitment to customers, and the effective use of strategic alliances.

The most common justifications for mergers and acquisitions are for value creation based on capitalizing synergistic alignments, increased leadership position within market or entrance into new markets, economies-of-scale and downsizing efficiencies, and accounting and tax benefits.  Once the benefits have been weighed, mergers often fail within the boardrooms, if not prior, due simply to an incompatibility of senior executives
.  Once approved, loss of key human capital becomes a major concern as well as the unwanted retention of redundant staff.

Some of the strategies used in the industry today include, R&D through acquisition
 as opposed to internal development
, parallel development, taking minority stakes in competitors, concentration on one business skill while acquiring the rest, and marketing yourself as a potential target for acquisition.

A set of near-term predictions can be made by spinning these findings into one coherent set of dynamics that guide the industry and applying this to major industry players.   Consolidation within Agribusinesses through mergers of divested assets or the establishment of tracking stocks for Agribusiness divisions of Life Science firms seems inevitable.  In addition, expect a continual re-evaluation of potential mega-mergers as well as large sideline conglomerates looking to enter the industry via acquisition.  Finally, small-cap firms will increasingly be absorbed for R&D uses by the industry leaders to ensure their development pipeline.  This is the basis for much, if not all, of the recent consolidation and is what makes the industry a special target for analysis.

Preface & Introduction

Preface

This paper was written with the intent of informing the reader of current strategic movements within the Life Sciences industry.  It is not assumed that the reader has any prior knowledge of the industry and its dynamics, thus a comprehensive appendix has been compiled from various industry sources that contains as much background information as can be effective.  

Ideas, concepts and opinions stated within the body of this paper should not be considered factual, rather as the opinion of the author, unless specifically stated otherwise.  Examples are used wherever appropriate and available.  Supporting information can be viewed from recent financial news articles and company information within the appendixes to supplement these examples.

Introduction

Life Sciences are a relatively new field, recently born out of the overlapping of technologies in pharmaceuticals, biotechnologies, chemicals and other disciplines.  The ability to capitalize on synergies between these related fields has proven to be both lucrative and strategically necessary for the long-term survival of many companies.  Since most firms don’t have core competencies in all fields necessary to create a Life Sciences company, there has been rapid consolidation and, consequently, divestitures and spin-offs of non-core assets since the industry’s birth.

The ability to rapidly redeploy assets has proven a necessity within this new, thriving industry.  However, more paramount than asset redeployment has been the capacity to acquire and effectively integrate complimentary businesses quickly.  Competitive advantage is developed through economy of scale and a consistently well-balanced R&D pipeline, and is maintained through prudent licensing, partnerships and joint ventures.  

The sections following the text, in the appendixes, will introduce and provide, in some cases, extensive background material on the major competitors in the life sciences and pharmaceutical fields.  Their products, strategies and financials will be examined closely in relation to their position and mobility within the market.  A global, industry-wide analysis will be presented with particular attention on rationale for the rapid consolidation and the results to date.  Alternate strategies to M&As are presented as are the potential for specific future mergers.

Industry Dynamics

Industry Background 

Novartis was the first company to proclaim itself a “life sciences” firm, defined as pharmaceuticals, crop protection, seeds, and health-oriented nutrition industries spun into a consistent structure based on uses of new biotechnologies.  Many chemical companies, realizing their existing businesses were already mature and not likely to register real growth rates much higher than that of the GDP, soon followed Novartis into the Life Sciences industry. Several of these chemical companies were already involved in agriculture and therefore recognized the importance of biotechnology and the potential for it to disrupt their chemical sales, a further incentive to join the business.
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Recently, a division has developed within the Life Sciences field amongst its players.  The larger companies, able to leverage their size and industry base, have harnessed better returns than small cap outfits.  The Burrill Life Science Indices, a new series of indices, looks at the industry by tiers and reinforces the "bigger getting better/small still struggling" story in biotech. The Large Cap Index (representing the top 12 biotech companies with market caps greater that $1 billion) saw an increase of 15.4 percent for the quarter; the Mid Cap Index (representing 20 mid-tier biotech companies with market caps between $300 million and $1 billion) rose 34.5 percent; and the Small Cap Index (representing 100 of the small biotech companies with market caps less than $300 million) rose 10.1 percent.  So, while the industry overall saw a healthy 20 percent increase in value, the top- and mid-tier companies still fared significantly better than the small cap companies. 

Recent Movement 

On the mergers and acquisitions front, the third quarter 1999 was as busy for biotechs as the second. While some analysts still predict a continuing consolidation of the industry, the pace of M&A remains reasonably constant, with 36 M&A deals occurring during the third quarter (compared to 32 in the second quarter).  A truly big merger story of the quarter was Johnson & Johnson's acquisition of one of the industry's flagship companies, Centocor, a $4.9 billion deal, making it one of the largest approved mergers in the last year, surpassed only by Abbott's $7.3 billion acquisition of ALZA in the second quarter.  Pharmacia & Uphohn announced plans to acquire Sugen Inc., which focuses on the oncology and diabetes market as well as Shire Pharmaceuticals buying Roberts Pharmaceutical Co. for $1 billion (see Appendix).  Other recent deals are listed in the table below.

The biggest news this quarter (and year), however, can be seen in the potential deal for Warner-Lambert.  At the time this paper was written the outcome of the bidding war between American Home Products (AHP) and Pfizer was still unclear, but what is sure is that the lowest bid on the table was for around $70 billion.  This would make it the largest hostile takeover ever (if Pfizer succeeds).  The cause, of what is quickly becoming a wildly lavish bidding war for Warner-Lambert, will be a constant point of analysis throughout this paper.  

If a deal is reached, which it would appear is inevitable, acquisition strategies within the industry could be forced to change rapidly.  As more and more mega-mergers like last years’ proposed Monsanto-AHP, Glaxo Wellcome-SmithKline Beecham and GlaxoWellcome-AHP and the current bid for AHP are attempted, industry executives come under pressure to seek more alliances and acquisitions to ensure their position and competitiveness within the market.
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Potential Sources of Risk Within Life Sciences

Understanding where industry pitfalls lie is essential to structuring proper strategic moves, especially when considering an acquisition or merger.  The following section highlights both long-time hindrances as well as future potential disasters of the industry.   

The financing environment continues to be as challenging for biotech in Europe, as it has been in the U.S., particularly as the issues surrounding genetically modified organisms (GMOs) intensify. One of the casualties of the escalating GM food debate in Europe was Axis Genetics (a U.K.-based human vaccine company that used plants to develop proteins and antibodies) who put itself into "administration," citing shaken investor confidence as the reason for their inability to raise the necessary money for sustainability. At the time of the announcement, Axis was in the process of conducting clinical trials for a human hepatitis B vaccine that had been produced in plants. This "plant" part of the process, though not a GM food issue, was the reason that investors got "spooked," letting the hostile GMO environment in Europe take its first biotech victim. Although such concerns surrounding GMOs are unlikely to immediately wipe out other European companies, Axis Genetics's demise indicates consumer concern about GM foods is certainly having an impact on biotech's finance-ability and sustainability.  GM testing is beginning to mushroom around the world as commercial operators move in on a new business looking for what has been called ``Frankenstein food'' in the European press.  A GM testing boom seems assured by the hundreds of billions of dollars of bulk agricultural commodities traded around the world between countries and regions with different laws, food fashions and interests.  

Although genetic engineering (splicing a single gene from one organism to another) has met relatively little resistance in the United States, domestic concern about the technology has grown since a laboratory study at Cornell University found evidence that pollen from a genetically modified corn can kill larvae of the monarch butterfly.  EPA is monitoring field tests of the corn and could impose restrictions on its use, if necessary.  Biotech ingredients, primarily from soybeans and corn, already are in wide use in supermarkets and fast-food restaurants, in products such as tortilla chips, soda and baby formula.  Half the soybeans that U.S. farmers are growing this year were engineered to withstand a popular weed killer, and a third of the corn crop is genetically altered to produce its own pesticide. There also are genetically modified tomatoes, melons and potatoes. Crops are in development that would be nutritionally enhanced or engineered to deliver vaccines or medicine.  This represents a sizeable portion of the Life Sciences industry and, if legislation is passed or popular opinion swayed, could cause a major restructuring.

Currently, there has not been strong awareness amongst consumers in the United States, but once educated, consumers will want to make the choice for themselves by demanding appropriate labels be put on specially grown and treated items.  In Britain, where biotech products are derided as ``Frankenfoods,'' supermarkets have started advertising their goods as free of genetically modified ingredients.  The food industry fears such labeling would stigmatize genetically modified ingredients. The FDA, however, does not consider genetically altered ingredients fundamentally different from conventional ones and says there is no need for the labels.

There is still significant doubt as to whether foods can even be tested for genetic modifications, ``If someone says to me they have a simple universal test across the whole range of GM foods, I would doubt their credibility,'' said Dr Stuart Boag, principal projects director of Australian Government Analytical Laboratories (AGAL), in a Reuters article on October 20th, 1999.  Genetic modifications can also be difficult to detect in vegetable oils and other highly refined processed foods which have had most of the DNA content removed—producing an extremely difficult task for laboratories asked to test for GM content in oils.   

Another common source of trouble within the industry is the FDA.   A long time nemesis of biotech and pharmaceutical companies, most Life Science firms are used to the rigors of drug approval in the U.S. and abroad.  Failures at the FDA have not caused as much corporate rancor this quarter as they have in the past, though it did cause several companies financial difficulties: Liposome Company's shares lost almost half their value when the FDA cited insufficient evidence that their drug Evacet was more effective than standard chemotherapy
; Coulter Pharmaceutical shares fell by more than 30 percent when the FDA requested modifications to the marketing application for Bexxar, an experimental drug for treating lymphoma; Zonagen's stock plunged more than 30 percent on the news that the FDA put a clinical hold on its phentolamine-based drugs, Vasomax and Vasofem; and Aronex, who was hit with a non-approval letter from the FDA for its lead product Atragen, a therapy for acute promylocytic leukemia, saw its stock drop 20 percent.

Lawsuits represent another well-known speed bump within the pharmaceuticals industry.  Lawsuits have the potential to financially ruin even the largest companies, as can be seen by the American Home Products Corp. (AHP) recent lawsuit.  AHP agreed to pay $4.83 billion to people who took their potentially harmful diet drug cocktail called fen-phen, in what lawyers termed the largest legal settlement ever against a U.S. pharmaceutical company.  
Another key issue for this sector is potential Medicare reform, leading to a voluntary prescription benefit system.  Currently, Medicare does not pay for prescription medications for its 39 million beneficiaries.  If the U.S. government suddenly starts paying for these medications though private healthcare plans, large discounts or price caps can be expected.  While this scenario has created downward pressure on large drug stocks, it may have a mixed effect on the small- to mid-cap group.  Generic drug companies benefit because they offer lower-priced alternatives.  The cost of expensive biotech drugs may exceed a negotiated price cap, yet they may succeed anyway if they are particularly unique, or if they are already covered when administered in a hospital or physician practice setting.

Whether it is public opinion on genetic engineering, FDA denial, lawsuits over drug side effects, or generic drug penetration issues, there are many complications to look out for when reviewing possible acquisitions.  Only when these complications are understood can a merger or alliance be properly evaluated.  In early 1998, Glaxo nixed a merger deal with Anglo-British rival SmithKline Beecham and AHP last fall pulled the plug on plans to merge with chemicals company Monsanto.  Could these be reasons why? Additional complications come into play when cross-licensing agreements between two companies are legally changed or voided when one merges with a rival of the other.  Finally, as always present in any industry in the United States, the issue of monopolistic practices is a strong consideration when two industry leaders merge.  Is it worth the expense to pursue a merger if it will never be approved?  What if you are guaranteed approval, but your bottom line will take a considerable hit, and for an unknown time period?  These are all issues that need to be considered before initiating an acquisition.

To summarize, possible pitfalls within the Life Sciences industry, specifically for mergers and acquisitions include:

 Popular opinion (genetic engineering)

 FDA approval

 Lawsuits (anti-trust, side effects, licensing)

 Generic drug penetration

 Expenses of approval and initial restructuring process of mergers

Industry Success Factors

Once sufficient knowledge of the industry’s previous downfalls is obtained it helps to look at the factors that contribute to successful ventures.  Looking at some of the more lucrative companies in the industry and analyzing their strategic alignments and major successes can give helpful insight to the keys and best practices for the business.

Pfizer writes of the keys to their successes in their annual report numerous times.  William Steere, Chairman and CEO of Pfizer writes to his shareholders, “Much of Pfizer’s success is attributable to our increased focus on doing what we do best-discovering, developing, and bringing to market innovative medicines… we have divested all of our non-pharmaceutical businesses.”  Here it is evident that Pfizer values strategic focus and the R&D pipeline as the two keys to success.  In January 1999, Forbes named Pfizer “Company of the Year” stating its “stable of 50-plus drugs, now in various stages of human trials, is probably the strongest in the industry.” 

“We took no excessive risk with our investments.  This latter point, combined with good market timing, enabled us to achieve a record net financial income,” reads Novartis’s 1998 Annual Report.
  Moreover, it continues to read, “In the interest of maintaining our long-term competitiveness, we have decided to increase our investment in the technologies of the future.  Innovation is the key to sustained success in the Life Sciences industry.”  “As the life sciences industry further consolidates, our strategic focus on innovation and our strong investment in Research & Development (R&D) will continue to reinforce our leadership.  Marketing approval for various new medicines and agricultural products in the USA and Europe, and an attractive development portfolio, encourage our confidence,” reads Novartis’s web site.

Another reason for success, while it may seem obvious, is leadership in market share.  As stated above, the companies in the Life Sciences industry with the largest capitalization are the ones with the highest sustained growth rates, due largely to their ability to leverage size in acquiring and squelching potentially disruptive technologies, processes and drugs.  “The globalization of markets, and therefore of competition, is taking on gigantic proportions.  And the long-term success of the company depends to an ever greater degree on being the best in our fields of activity,” said Novartis’s Chairman, Marc Moret.  Novartis’s President, Dan Vasella, continues to say “Our competitive position in our core therapeutic areas and our pipeline of unique compounds offer rapid and promising growth prospects.  A third success factor can thus be said to be velocity.  Velocity, in this instance, can be defined as the size of the company, thus its ability to gain leverage, times its position in the market, or speed.

Quickly and effectively spinning off non-core business units and trimming extraneous staff is a top priority in the M&A field and there is no exception with the Life Sciences industry.  Downsizing, outsourcing and divesting all non-core operations leads to tighter focus and thus a consistently higher level of efficiency.   On October 5th 1999 Glaxo announced that shutting factories, cutting staff and restructuring procurement and manufacturing processes would save the company 370 million pounds, or about $613 million, a year by 2003.  Additional evidence of the potential profitability of downsizing and divestitures can be seen within Aventis as it recently spun off its chemical arm, Rhodia, as have many other Life Sciences firms.  Aventis, however, was able to gain 436 million euros from its stock offering, making it both lucrative and publicly appealing to trim its non-core assets.

"Partnering with biotech companies is an integral part of our future success and growth," said David E. Thompson, Vice President of Corporate Business Development at Eli Lilly & Company. "In order to maximize these alliances, it is crucial that both biotech and large pharma learn to recognize and build on the strengths and capabilities of each other, ultimately driving products to market as fast as possible."            

Roberts Pharmaceutical’s web site illustrates its reasons for success as, “…innovative strategy of acquiring novel drug candidates for late-stage clinical development while also acquiring and enhancing the marketing of existing specialty medicines.”

With an understanding of the industry’s best practices and common sources of successes and failures it becomes easier to determine ahead of time a particular acquisitions likelihood of success.  To quickly recapitulate the past section, the major sources for M&A successes in the Life Sciences industry include:

 Innovation – a well funded, well balanced R&D portfolio
 Velocity
 Focus – downsizing, outsourcing and divesting non-core post-merger operations
 Effectively brining drugs to market, navigating the FDA and other regulatory bodies
 Commitment to customers – strong public relations
 Using strategic alliances with leading firms to ensure future 
Causes of Acquisition Success and Failure
It would be naive to think mergers fail simply for financial or logistical reasons alone.  Although a lack of synergy could spell the end of a merger before it starts, many of the recent mega-merger attempts within the industry possess the potential to create great firms with near monopolistic structure and leverage.  What then, could prevent such a financially lucrative process from being successful?  

Often times the reason for failure is simply a lack of personal synergies between top executives.
    In the context of the Warner-Lambert biding war, it should be noted that for the AHP bid, Warner’s chairman, Lodewijk J. R. de Vink, has been assured a CEO post within the merged firm, whereas a deal with Pfizer, who currently outbids AHP by nearly $3 billion, would most likely leave Mr. de Vink in a less admirable a position.  This, no doubt, will affect Mr. de Vink’s opinions and his influence on the Warner board.  

With luck, however, a cursed merger will fail in the boardrooms of the parent companies before the first dollar is spent on integration.  Thus, it can be summarized simply that the top reasons for an offer’s rejection come down to:

· Incompatibility of senior executives

· Board decisions for financial reasons

Once the merger or acquisition is agreed upon and passes through the boards, there is potential for financial failure within the new company as well.  Many mergers and acquisitions are made from a position of weakness when a field or business is contracting, thus making it a harder environment for integration.

Synergies are the most obvious and common reasons for value generation through mergers and acquisitions.  A simple example can illustrate; in the case of the Warner-Lambert / Pfizer deal, Lipitor, the co-marketed heart-disease drug developed by Warner-Lambert, could be packaged in a single pill with a hit blood-pressure drug Norvasc from Pfizer.
  The combined drug-cocktail pill could be sold at a premium above the cost of buying the two drugs separately and would actually reduce the cost of manufacturing.  This is a typical value-creation situation that is associated with synergies between firms (drugs, in this example).

Similarly, synergies within markets can be tapped.  Mergers between two leaders within a market could produce, at least temporarily, a near monopolistic position.  Since there is always potential in the Life Sciences industry for new, innovative products to rapidly capture market share, it would be hard for anti-trust lawsuits to hold.  New market penetration is often achieved through the acquisition of a firm that has a presence in that market, rather than setting up a new marketing team that may not have the historical and practical knowledge in that market.

One of the main causes for the failure of acquisitions is the inability of the acquiring firm to retain human capital. Firms are often acquired for a particular drug, technology or patent and paid for accordingly.  Human capital however, represents the main tools needed to generate a consistent flow of new products and technologies.  While many techniques and incentive plans have been used in the past, it should be assumed that a certain percentage of employees would leave regardless of incentive.  Conversely, it can be a financial tragedy for an acquiring firm to retain non-technical staff, such as marketing, sales and support personnel, when there are duplicate, often larger and more effective teams in place within the acquiring firm.  Immediate downsizing is invariably required in post-acquisition operations, as demonstrated above with Glaxo and Aventis.  Novartis recently learned the hard way, having to spin-off its Agribusiness division nearly three years after its formation through the merger of Siba and Sandoz.  Had this division been divested immediately following the merger, considerable resources would have been freed for the consolidation and integration of the other units. In fact, economy of scale is one of the main sources of profitability for a merger.  

Another area of potential value creation in a Life Sciences merger is in economies-of-scale.  In staying with the Warner-Lambert / Pfizer / Lipitor arena, it was Warner-Lambert’s development and Pfizer’s marketing strengths combined that made the drug so successful.  If these two divisions were within the same firm, the potential for all drugs would be higher.  The merged firm could cut most of Warner-Lambert’s proprietary marketing team for the more effective one from Pfizer.  Often times manufacturing facilities are not used to capacity, especially in a cyclical business like Life Sciences.  By combining manufacturing facilities, these wasteful periods can be reduced.

Another factor behind the recent buying frenzy, of course, is the accounting rules that allow generous up-front write-offs for acquired R&D.  The anticipated demise of pooling-of-interest accounting methods will doubtlessly change the way companies do acquisitions. 

· Tapping of synergies between firms

· Loss of human capital

· Retention of redundant staff

· Potential for economies-of-scale reduction

· Expanding marketing power to generate market monopolization

· Entry into a new market

 Accounting and tax benefits

International Trends

International markets currently represent at least as much sales as domestic (United States) for most Life Sciences firms.  As third-world countries mature future international sales will, no doubt, far exceed those domestically.  There is, thus, a growing need to watch international trends and markets.  

One point that has already been noted is the political issue of GMOs.  While this may seem to some as a non-issue in the U.S., it has already started to erode Life Science markets abroad.  If future opposition to GMOs levels off at current heights it could mean disaster for the industry by strangling R&D budgets and reducing marketing effectiveness.  What is worse, if the downward trend in Europe continues, it will most definitely spell the end to long-term, high-budget GMO research globally.  This would lead to a rapid scramble to divest GMO businesses within Life Sciences and could produce regional champions in an overall lagging industry.

Another area of concern for Life Science firms abroad comes from generic drugs.  The problem has been exemplified in Brazil; since the adoption of anti-inflation measures in 1994 and a regulation/patent-protection law was passed in 1997, the Brazilian pharmaceuticals market has skyrocketed to nearly $10 billion a year.  This comparatively ranks between 5th and 8th worldwide (IMS sales data for Brazil differ from that of Abifarma, which collects sales figures form a broader universe of domestic and multinational drug makers).  This market has been sheltered for brand-name products under the patent protection laws, until recently.  Due to the Health Minister’s (Jose Serra’s) plan to reduce the state-run health programs’ cost, generic drugs will represent an increasing portion of the previously brand-name only market.  This could represent serious market shifts for many of the Life Science players.  While an opportunity for firms like BASF who produce generic drugs, it is a threat for the large pharmaceutical firms such as Novartis, Eli Lilly and Bristol Myers, who control the market for brand-name prescription drugs.

Trends like these, while currently concentrated in a particular region, represent the cornerstones of future strategic planning for Life Sciences firms.  Mentioned above as the top current international issues are:

· Genetically modified organisms publicity (Europe)

· Generic drug market penetration (South America)

Strategies

There are many strategies that guide pharmaceutical, biotech and chemical firms—scarcely two are similar.  What they all have in common, however, is to profess to work for the general good of their customers (and stockholders), after which the lines seem to blur.  This section will attempt to examine industry strategies that pertain to corporate development with specific attention on mergers, acquisitions and joint ventures.

As previously shown, one of the key factors to success that few people will disagree with is a strong R&D pipeline.  Without a well-oiled and veteran research and development division, the future becomes bleak quickly.  One strategy that has carried over from other high-tech industries is to buy an R&D pipeline.  The lager your firm gets, the more leverage you obtain and thus, the later stage of development you can purchase.  A simple example can help illustrate; although not a Life Sciences firm by any means, Cisco Systems embodies this concept with near perfection.  Since its inception, Cisco has executed countless acquisitions, basing its new product lines on the integration of technologies from recent acquisitions with its current line.  This strategy can be applied to all sizes of firms.  Successive acquisitions can be made to round out a product line or to create a package deal in a limited attempt at horizontal consolidation.  Once the company has attained a non-trivial portion of the market, their objectives most be rethought.  At this point, not only does a firm need to continue to concentrate on market expansion, there is now a serious threat from disruptive, or leapfrog technologies, often developed by startup firms.  From this time on corporate development and strategic analysis teams use mergers and acquisitions as defensive tools as well as means for expansion.  “Large acquisitions are very hard to make work.  There are lots of issues to focus on in terms of integration and capturing value,” says Cisco’s mergers-and-acquisitions director, Ammar Hanafi.  Cisco, like many Life Sciences firms, relies on obtaining a large portion of their new technologies from startup firms, “We like to think of ourselves as the biggest startup on the planet,” explains Hanafi.

The ‘buy the product, buy the people’ strategy, while demonstrated well by Cisco, is often employed by many Life Sciences firms.  Targets should be considered not only for the current technologies and products they are producing, but for the people who are developing these technologies as well.  This is one of the most underestimated advantages to acquisitions; most accountants and financial analysts do not have an effective way to value the human capital attained through acquisitions.  While the products, current R&D work, facilities and other capital equipment can sometimes be simple to value, they are a one-time gain.  Human capital, if properly retained, can represent an enormous long-term investment.

Another, contrasting strategy enlisted within the industry is to develop technologies in parallel to target firms.  By weighing the comparative technologies to its own technology when it considers and acquisition, a firm can better position themselves to evaluate a potential merger or acquisition.  In addition, this approach leaves the acquiring firm with a proprietary human capital base that is at least fairly knowledgeable in the area of technology or drug acquired, thus reducing the integration time and time to market costs.  This strategy is generally employed by smaller firms and often implied in larger firms.

Many firms take minority stakes in smaller rivals, a practice that provides additional intelligence about new technologies.  Not only can you prevent a disruptive technology from devastating your business this way, you also leave an entry point for a future acquisition and even possibly some leverage within the firm.  Similarly many firms, realizing the importance of an innovative, entrepreneurial environment, have begun to set up internal venture capital divisions.  This technique accomplishes similar goals but provides greater leverage and is based on internal capital.  It also provides incentive for employees to be more innovative.  This technique is markedly easier to carry out within larger firms who have better access to capital.

Roberts Pharmaceuticals has developed and exploited another key strategy for corporate development (see Appendix).  In Roberts case, there is a strong internal marketing division, and to a less extend R&D.  It is easy for Roberts to create partnerships with research labs that often don’t have any marketing ability what so ever.  A variation of the Cisco strategy, this technique is more tailored to smaller firms that don’t have the capital to by mature business lines or entire firms.

A final strategy, employed by many smaller bio-tech firms, is sometimes written directly into a start-up’s original business plan—to be acquired by a larger Life Sciences firm.  Similar to the research labs acquired by firms like Roberts, these companies often concentrate on one type of business and often ignore things like marketing and sales, assuming that any potential product they develop would lead them to be a target for acquisition.  Once acquired, the acquiring firms marketing and sales divisions would market and sell the product.  A similar strategy can be applied to firms like Liposome, whom, as mentioned above, recently ran into steep setbacks and now are tight for capital.
  Although originally its founders hoped to create an independent biotech firm, given the latest FDA denials, Liposome can hardly afford to raise more capital, thus it is left in a tough position; be bought out or be starved by debt. Thus a final strategy can be added in which a smaller firm markets itself as a target for acquisition. 

In going over the main industry strategies, we can include:

· R&D through acquisition as opposed to internal development

· Parallel development

· Minority stakes in competition

· Concentration on one business skill, acquiring the rest

· Self-marketing as a potential target for acquisition

Alternatives

Joint ventures (JVs) have long been the principal alternative to acquisitions, based primarily on the necessity for low risk projects.  Although the average life span of a JV is seven years, they have a strikingly low success rate.  One of the primary reasons is lack of a proper exit strategy.  More precisely, a lack of initial foresight, “What’s needed is a formal exit strategy, envisioning various possibilities for a rational, perhaps even profitable, divorce.  Companies with experience in planning for a joint venture’s end recommend careful analysis of alternative valuation scenarios, lots of contingency planning—and making the finance chief master of the cold, hard realities,” says CFO Magazine in an article titled Venturing Out, September 1999.
  As stated previously, Aventis was able to spin off their chemical arm, Rhodia, and made $613 million in doing so.  While the product of a merger, Rhodia has similar implications to expired JVs.  Exit strategies that involve spin-offs, IPOs or open-market bidding makes the valuation process simpler.  Otherwise, provisions need to be written into new ventures allowing for the return of certain rights—and also allowing the company contributing the trademark (if one is used) to take it back during the venture, for a price.  This is essential in the Life Sciences field, especially in the biotech and pharmaceuticals industries.  If, for instance, a partner signs an agreement with a firms’ competitor while in a JV, it could spell the complete loss of all resources invested in the JV, unless its vital components can be quickly ported or taken over by one partner.  

One example of a profitable, almost textbook joint venture in the Life Sciences industry is between Pfizer and Warner-Lambert in their co-marketing of Lipitor.  As mentioned earlier, the huge success of the heart-disease drug originally developed by Warner-Lambert and co-marketed by Warner and Pfizer is based on a matching of company strengths.  Warner’s strong product and weak marketing division coupled with Pfizer’s desire to protect its heart-disease drug development program and strong market skills and penetration, recently developed in blockbuster drugs such as Viagra, led to almost idyllic matching of interests.  This has been one of, if not, the most profitable joint ventures in the Life Sciences and Biotech industry’s lifespan.  

In conclusion, it is a combination of risk and profitability that determines whether a joint venture or an acquisition is utilized in corporate development decisions.  The main problem with JVs is the lack of foresight when partners are hammering out an exit strategy before initiating the venture.  

Conclusions and Analysis

Consolidating agribusinesses within the Life Sciences industry while Europe beats profits and stock prices down over GMOs and other genetic engineering issues is one sure strategy for Life Sciences executives now.  The head of the Health Care division of Credit Suisse First Boston, Russell Ray, suggested possibly creating a tracking stock for the agribusinesses to increase shareholder’s worth in Life Sciences firms during a personal interview on October 22nd, 1999.
  When asked if there was a potential for consolidation within divested agribusinesses, Mr. Ray seemed skeptical whether sufficient capital and enthusiasm could be raised, despite firmly asserting his belief that the U.S. market would not be affected to the extent that the Europeans have been by GMO publicity.

Novartis will likely float its beleaguered agribusiness on the stock market, equity analysts said on October 21st, 1999, citing the anti-trust problems that would arise if it tried to either sell or expand the division.  The Swiss Life Sciences group has said it is reviewing strategic options for the business, which has seen sales and margins hurt by a global downturn in the farm sector that has pushed agricultural commodity prices to 20-year lows. The agribusiness contributed 8.38 billion Swiss francs ($5.7 billion) to 1998 sales of 31.70 billion, but results released on Thursday showed the division's turnover slipped seven percent in the first nine months of 1999 while group turnover rose two percent.  Chairman Daniel Vasella said last month the synergies between the agribusiness—which groups crop protection, seeds and animal health—and Novartis' healthcare and consumer health divisions were marginal and a decision that would create value for shareholders was expected “within months.”  But speculation that Novartis could announce a deal—a sale, a spin-off, or a merger of the division with another company—in today's nine-month sales statement was off the mark.   Some analysts have suggested Novartis could take an aggressive stance and buy the agricultural chemicals business of Astra-Zeneca, then spin off the combined operation, but antitrust laws would prove a major issue.

Birgit Kulhoff at Lombard Odier said Aventis—being formed by the merger of Rhone-Poulenc and Hoechst—would probably be market leader in the agribusiness sector, but Novartis was vying with Monsanto for second place. “Novartis does have a very good market position and therefore I don't really think they have to buy something first to be able to spin it off. As it is today, it would be attractive already, not only because of its market position but because of the margins,” she said.  Even with margins under pressure, Novartis's agribusiness is still one of the most profitable businesses in this sector because it does not have the major goodwill amortization charges companies like Monsanto face, Kulhoff noted. 

The most probable scenario is for it to be spun off as a stand-alone business. The other possibility of course is a trade buyer.  BASF could be a candidate because of its relatively small size in the sector, but Bayer would be too big to avoid anti-trust woes.  How much the business is worth depends on how its margins develop this year.  If the margins stay on the 14 to 15 percent level, probably something around one times sales, but it is very difficult to determine where the profitability is headed.

A third possible short-term industry evolution could spring from the merger of Warner-Lambert with some, as yet to be determined, large Life Sciences firm.  Although many mega-mergers between industry giants have been proposed, to date, not many have been effective.  Last year alone, three mega-deals (listed above) failed.  If the Warner deal is closed, it will add to previous mergers of similar scale such as Novartis, Astra Zeneca and Aventis.  These deals put pressure on the larger tier Life Science companies to look for partners to ensure their future.  In addition, conglomerates like Johnson & Johnson (J&J) and DuPont who have so far stayed relatively distant to the Life Sciences field are starting to eye potential entryways into the lucrative market (Johnson & Johnson has approximately $2.8 billion in liquid assets, cash and marketable securities, available as of mid-year 1999 for acquisitions and other uses while DuPont had $1.1 billion at 1998 year-end).  In short, look for top-tier companies to continue to attempt mega-mergers, despite shaky financial potential and strong risk of over pricing, in addition to sideline multinational conglomerates such as J&J and Becton Dickinson looking to enter the market.

A final near-term prediction, which has been generalized above, is for the small-cap companies who are struggling, like Liposome, to look to be acquired.  Although no news has been released about Liposome’s intent as of November 13th, stock price fluctuations indicate the company is in play.

To recount this sections predictions:

· Consolidation within Agribusinesses through mergers of divested assets
· Tracking stocks initiated for Agribusiness
· Continual re-evaluation of potential mega-mergers 
· Large sideline conglomerates looking to enter the industry via acquisition
· Small-cap firms being absorbed for R&D uses
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Appendix

Novartis

Overview

Novartis is a global leader in the life sciences, committed to improving health and well being through innovative products and services. We aspire to capture and hold a leadership position in all of our businesses with a strong, sustainable performance based on continuous innovation. Our long-term success is founded on meeting the expectations of all our stakeholders – our customers, our people, our shareholders and the communities in which we live and work.  Operating in 275 affiliates in 142 countries worldwide, Novartis products help protect and ensure the health and well being of animals, plants, crops and people of all ages on all six continents of the world.

The Merger

In April 1996, the shareholders of Sandoz and Ciba agreed to the merger of the two Basel-based Swiss enterprises — the largest corporate merger in history. When the announcement was made, Marc Moret, Chairman of the Board of Sandoz, stated, "The globalization of markets, and therefore of competition, is taking on gigantic proportions. And the long-term success of the company depends to an ever greater degree on being among the best in our fields of activity." 
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The advantages of this merger of equals are clear. "Strategically, the new company moves into a worldwide leadership position in life sciences," explained Alex Krauer, Chairman of Novartis and former Chairman and CEO of Ciba, "Novartis holds the number two position in pharmaceuticals, number one in crop protection, and has tremendous development potential in nutrition. A consistent commitment to innovation and an impressive lead in emerging technologies constitute the basis for solid and sustainable growth.  The strategic focus on life sciences requires the demerger of the Specialty Chemicals Division of Ciba and the Construction Chemicals of Sandoz." 

"There is a superb strategic fit between our two companies, which intensifies our market power and unlocks resources for further expansion. Our competitive position in our core therapeutic areas and our pipeline of unique compounds offer rapid and promising growth prospects. We will now move forward to build our new company based on a common spirit of entrepreneurial energy, teamwork, and enthusiasm for our new future," said Dan Vasella, President of Novartis. 

The name "Novartis" comes from the Latin term novae artes or new arts and new skills. "Novartis" means utilizing scientific research, imagination and new technologies to provide ever-greater benefits for humankind. With an annual investment in research and development of approximately 3.5 billion Swiss francs, Novartis is committed to developing tomorrow's life science solutions. The expertise of over 100,000 Novartis employees will ensure the company's success. 

Novartis' motto is "New Skills in the Science of Life," reflecting our conviction that the creation of Novartis is the result of a bold, imaginative decision by management to create a leader in the life sciences. The ultimate goal of Novartis is not only to expand the horizons of science, but also to expand the horizons of life through science.

Main Businesses
Healthcare

 Pharmaceuticals

 Generics

 Consumer health

 Eye care/ophthalmics

Agribusiness

 Crops

 Animals 

Consumer Health

 Nutritional 

 Self-medication 

-http://www.info.novartis.com/textsite/weare/t_main.html

Strategic Alignment of Management (year-end 1998)
From integration to growth

Three years after the merger was first announced, we are reaching the concluding phase of the integration process. We have achieved, and to some extent even surpassed, the synergy goals we set for ourselves. Expenditures related to the merger continue according to plan. Planned reductions in the number of employees have been accomplished in a manner that was socially and contractually acceptable.
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At the same time, our ability to compete - enhanced by the merger - has proven itself. Rising costs in healthcare, substantial changes in agricultural policies, constant challenges in the food industry, and turbulence in the political and economic sphere have accompanied our activities over the past year. We have nonetheless largely maintained or improved our position in all of our business sectors. As the Life Science industry further consolidates, our strategic focus on innovation and our strong investment in Research & Development will continue to reinforce our leadership. Marketing approval for various new medicines and agricultural products in the USA and Europe, and an attractive development portfolio, encourage our confidence. Completion of the integration phase opens the door to sustainable and profitable growth. 

Continued success in global competition

Our financial performance has been very good, especially in light of the difficult market conditions that have prevailed over the past year. Worldwide sales rose by 5 percent in local currencies and reached CHF 31.7 billion. Net profit improved by 16 per cent to a total of CHF 6.1 billion. Operating cash flow increased by 26 per cent to CHF 5.9 billion. Because of this level of performance, we propose another increase in the dividend per share to CHF 29.

Healthcare Division on the path to growth

Despite problems at the beginning of the year, the Pharmaceuticals Sector substantially increased sales over 1997. In the USA, Diovan HTC (high blood pressure) and Simulect (transplantation) obtained marketing approval from the FDA; this enabled us to substantially improve our market position in these important disease areas. Exelon (Alzheimer's disease) has been introduced in about 30 countries. Particularly high growth rates were shown by the anti-cancer products Aredia and Sandostatin, the Cibacen product line (for treatment of high blood pressure), the osteoporosis product Miacalcic, and the anti-asthmatic agent Foradil. Sales of Neoral/Sandimmun (transplantation, autoimmune diseases) continued to expand as a result of new indications for autoimmune diseases, and Voltaren - despite numerous imitators - held its position as the world's leading preparation for the treatment of arthritic disorders. The growth of clinical research in pharmacogenomics in the United States will provide the scientific basis for a broader understanding of the potential of future therapeutic options. 

The CIBA Vision Sector again recorded dynamic growth. The eye-care unit of Novartis is well poised to become the industry leader as revolutionary lenses meet worldwide consumer demand and key ophthalmic products emerge from the Research & Development pipeline to treat diseases and conditions of the eye. 

Agribusiness Division maintains its leading position (currently being spun-off)
The Crop Protection Sector sales were slightly better than the previous year, although adverse weather conditions in the USA and Europe had a negative influence on the herbicide and insecticide business. Growing competition and increased pressure on prices hindered stronger growth and reduced profitability. In the USA, two promising new herbicides were registered: Spirit and Northstar. A number of countries gained marketing approval for Moddus, a plant growth regulator in wheat. Of the fungicides, the Ridomil/Ridomil Gold line was particularly successful, and Flint - having gained its first approvals - is now in the launch phase. Insecticide sales grew in line with the overall market, and Vertimec - a product acquired last year - held its ground well. As with Pharmaceuticals, special importance was attached to the early identification and development of innovative successor products. 

An ambitious, new Consumer Health Division 
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A new Consumer Health Division emerged from the incorporation of the Self-Medication Sector into the Nutrition Division. Still in the initial stages of restructuring, this new division will be able to show its first successes next year. In keeping with the new focused strategy, non-core parts of the business are being sold. In total, the planned divestments will reduce sales by around CHF 1.3 billion. 

Gerber continued its success story in the USA and intensified its sales efforts in Latin America. 

The business units "Health Nutrition" and "Medical Nutrition" achieved their ambitious goals. Although Self-Medication did not achieve its desired growth, it was able to maintain its position as number 7 in the world market. Considerable efforts were made to establish a solid platform for future growth in the highly promising area of "functional foods". 

Financial strength despite economic turmoil

The past year was marked by financial crisis in certain regions of the world. In many countries, this led to recession and deflationary tendencies. After affecting Southeast Asia, the crisis caused financial difficulties for some customers in Russia, in the Ukraine and, most recently, in Brazil. 

The financial markets also faced high volatility. After an exceptionally favorable market environment in the first half, stock markets slumped in the third quarter only to recover towards the end of the year. 

In an environment marked by economic turmoil and volatility, our strategy of caution proved itself. On the one hand, we actively hedged major currency risks. On the other hand, we took no excessive risk with our investments. This latter point, combined with good market timing, enabled us to achieve a record net financial income. 

Further investments in technologies of the future 

More than 13,000 associates of Novartis are involved in Research & Development, where we invest more than CHF 3.7 billion each year. In the interest of maintaining our long-term competitiveness, we have decided to increase our investment in the technologies of the future. Innovation is the key to sustained success in the Life Sciences industry. We expect this investment to bring us new knowledge; its application in healthcare, in agriculture, and in the food industry should lead to even better products and services. There is still some resistance, particularly in Europe, to the use of biotechnology and genetic engineering, especially in seeds and food. But we are convinced that safe, economical, ecological applications of these new technologies are possible. They will help to secure a sustainable future not only for our company but also for the nutrition and health of substantial segments of the population.

-http://www.info.novartis.com/annualreport1998/managers/index.htm.  Operational Review, 1998 Annual Report
Roberts Pharmaceuticals

Company Profile

Founded in 1983, Roberts Pharmaceutical Corporation is a fully integrated pharmaceutical company with operating subsidiaries in the United States, Canada, and the United Kingdom. The Company focuses on the development and marketing of value-added specialty pharmaceuticals in the therapeutic categories of gastroenterology and oncology with interests in urology and neurology/cardiology. 
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Our innovative strategy of acquiring novel drug candidates for late-stage clinical development while also acquiring and enhancing the marketing of existing specialty medicines has positioned Roberts for long-term growth. In 1997, the Company launched its first two pipeline drugs ProAmatine® and Agrylin®, the first drugs cleared by the Food and Drug Administration for the treatment of orthostatic hypotension and thrombocythemia, respectively. In April 1998, Roberts acquired U.S. marketing rights to Pentasa®, a proprietary treatment for ulcerative colitis, which is currently the single largest contributor to the company's sales. 

Among the compounds most advanced in our development pipeline are: Dirame®, a potent opioid analgesic with low addiction potential; Emitasol®, an anti-emetic agent in a unique intranasal delivery formulation; and RL0903, a long-duration LHRH-implant for the treatment of prostate cancer. 

Roberts employs nearly 450 people worldwide and the Company sells its products in many countries throughout the world. Through our own worldwide sales force of approximately 170 reps, Roberts has direct sales and marketing operations in the U.S., Canada, the U.K. and the Republic of Ireland. 

-http://www.roberts.com

Financials

ASSETS

(Unaudited, 000’s)

June 30, ‘99               Dec 31, ‘98

-------------        
----------

  Current assets:

     Cash and cash equivalents   
$15,352             
$39,280

     Marketable securities          
31,420               
36,062

     Accounts receivable, net    
43,257               
40,412

     Inventory                          
28,305               
23,573

     Notes receivable, current     5,699                
9,426

     Deferred tax assets             
4,988                
5,222

     Other current assets           
5,224                
3,259

                                     
---------            
---------

     Total current assets            
134,245              
157,234

  Fixed assets, net                    
35,920               
34,911

  Intangible assets                    
351,486              
315,865

  Notes receivable                    
1,473                
2,369

  Deferred non-current tax asset500                
3,392

  Other assets                          
12,102               
12,465

                                     
---------            
---------

    Total assets                      
$535,726             
$526,236

                                     
=======        
=======

LIABILITIES AND SHAREHOLDERS' EQUITY

(Unaudited, 000’s)

June 30, ‘99               Dec 31, ‘98



------------     
-------------

  Current liabilities:

     long-term debt payments   
$7,850             
$11,178

     Accounts payable               
16,421               
21,897

     Other current liabilities      
30,632               
24,612

                                          
---------            
---------

     Total current liabilities        54,903               
57,687

  Long-term debt, excluding

     current installments            122,500              
126,739

  Shareholders' equity:

     Common stock

323                  
320

     Additional paid-in capital    385,282              
381,631

     Accumulated other comprehensive

       income                             
(2,360)              
(2,716)

     Deficit                               
(24,685)             
(37,188)

     Treasury stock, 387,594 shares

       of common stock, at cost
(237)                
(237)

                                          
---------            
---------

     Total shareholders' equity   358,323              
341,810

                                          
---------            
---------

     Total liabilities and

       shareholders' equity           $535,726             
$526,236

                                          
=======      
=======

                                  
For the 6 months
For the 3 months

                                    ended June 30,   
ended June 30,

                                    1999  
1998   
1999   
1998

                                 
--------   
--------    
--------   
--------

Sales and Revenue:

 Sales                          
$94,019
$76,384
$49,936
$43,796

 Other revenue            
987        
827      
531     
568

                                 
--------   
--------    
--------   
--------

Total sales & revenue
95,006 
77,211  
50,467  
44,364

                                 
--------   
--------   
--------   
--------

Operating costs and expenses:

 Cost of sales            
27,961 
28,261 
12,595 
15,658

 R&D

7,273  
6,168    
4,533   
3,508

 Marketing                  22,162 
17,378  
12,516  
9,515

 Administration          15,090  
18,085   
7,555   
10,898

                                 
--------   
--------    
--------   
--------

Total operating costs 

& expenses   
72,486 
69,892  
37,199 
39,579

                                 
--------   
--------    
--------   
--------

Operating income       22,520
7,319   
13,268 
4,785

                                 
--------   
--------   
--------   
--------

Other income (expense):

 Interest income          2,010  
2,386   
973  
1,113

 Interest expense         (4,876)  
(466)  
(2,328)  
(197)

 Foreign currency 
(39)       
(25)     
(21)      
1

 Other income, net      (197)  
(99)     
(175)    
(56)

                                 
--------   
--------    
--------   
--------

Total other income 
(3,102) 
1,796  
(1,551)  
861

                                 
--------   
--------    
--------   
--------

Income before taxes  
19,418  
9,115  
11,717  
5,646

Income taxes     
6,915   
3,584    
4,230    
2,260

                                 
--------   
--------    
--------   
--------

Net income               
12,503  
5,531     
7,487    
3,386

                                 
=====   
=====   
=====  
=====

Roberts Pharmaceutical Corporation announced an agreement with Orion Corporation of Finland giving Roberts the U.S. marketing rights to Fareston(R) (toremifene citrate), an approved patent-protected treatment for advanced breast cancer developed by Orion Pharma. The transaction involves an up-front payment by Roberts of approximately 2.5 times Fareston's 1998 sales. Roberts has also agreed to make a milestone payment upon FDA approval of the drug for adjuvant therapy in breast cancer.  Orion is currently engaged in Phase III studies with Fareston for this indication.

Roberts plans to begin marketing Fareston in the fourth quarter and expects the product to be accretive to earnings in the first twelve months of sales. Fareston complements Roberts' strategic interests in the oncology market. The product has been available in the U.S. since late 1997 as a first-line treatment for advanced or metastatic breast cancer in post-menopausal women with estrogen receptor positive or unknown tumors. An oral anti-estrogenic drug, Fareston inhibits estrogen-induced stimulation of DNA syntheses and cellular replication. Unlike the current market leading anti-estrogenic agent, there have been no cases of endometric cancer attributed to the use of Fareston after 100,000 patient years of treatment.

-http://www.sec.gov/Archives/edgar/data/853022/0000950130-99-005175-index.html

Shire Pharmaceuticals

Company Background

Founded in 1986, Shire is a profitable emerging pharmaceutical company with turnover in 1998 of £80.3 million. Historically the majority of products have been in-licensed and Shire continues to actively seek such opportunities. However, increasingly for the future Shire is developing its own products for marketing. Products currently marked in the US are Adderall and DextroStat, for Attention Deficit Hyperactivity Disorder (ADHD), and Carbatrol, for the treatment of epilepsy. UK marketed products include the Calcichew range used as adjuncts in the treatment of osteoporosis, Urispas for urinary incontinence, Cyclogest for pre-menstrual syndrome and Suprecur for in vitro fertilisation. In addition, Shire has out-licensed two oral Hormone Replacement Therapy (HRT) ranges, the ClimaRange and BetaRange, to various multinational companies principally for marketing in Europe and Central and South America.

Unlike many emerging pharmaceutical companies, Shire invests significantly in R&D. The company's lead development products are galantamine (Reminyl), for the treatment of Alzheimer's disease, and Lambda, for the treatment of hyperphosphataemia, in patients with chronic kidney failure. The first European application for marketing of galantamine was submitted in March 1999, whilst the US New Drug Application (NDA) is planned to be submitted, by Janssen, before the end of 1999. Lambda is currently in Phase III trials in Europe, in Phase II in USA and Phase I in Japan. 

Shire also has an extensive range of drug delivery technologies that may be applied to our own products or to those of third parties'. 

-http://www.shiregroup.com/profile/proframe.htm
Business Strategy

Shire's strategy is to develop products primarily for our own niche marketing in the major markets of the world. The key elements of Shire's operating strategy are as follows:

 To market proprietary products through Shire's own sales force. 

 To manage operating and financial risk by maintaining a broad and balanced development portfolio and selectively involving multinational partners in return for out-licensing product marketing rights. 

 To focus on CNS disorders, such as Alzheimer's disease, and metabolic/bone diseases, such as osteoporosis, both large and growing markets. 

-http://www.shiregroup.com/profile/proframe.htm

Strategic Alliances

Shire is involved in ten strategic alliances. Partners include; Astra, Novartis, Searle, Bristol Myers Squibb, Schering, Janssen, American Home Products, Warner-Lambert and NeuroSearch. The principal alliance is a co-development and licensing agreement with Janssen for galantamine in the treatment of Alzheimer's disease. Janssen will market globally outside Japan, UK and Ireland. Janssen will co-promote with Shire in the UK and Ireland.

-http://www.shiregroup.com/profile/proframe.htm
Key Products

	Product
	Indication
	Territory
	Development stage
(most advanced)
	Q1 revenue

	Adderall
	ADHD
	US
	Marketed
	£20.6m

	DextroStat
	ADHD
	US
	Marketed
	£ 1.3m

	Carbatrol
	Epilepsy
	US
	Marketed
	£ 1.7m

	Calcichew Range
	Osteoporosis
	UK & Ireland
	Marketed
	£ 2.5m

	Galantamine
	Alzheimer's disease 
	Global (excl Japan)
	Regulatory (Europe)
	N/A

	Galantamine
	Chronic fatigue syndrome
	Global
	Phase II
	N/A

	Lambda
	Hyperphosphataemia
	Global
	Phase III (Europe)
	N/A


-http://www.shiregroup.com/profile/proframe.htm

Financials*

	
	3 months to 31 March
	Year to 31 December

	
	1999-
£'000-
	1998-
£'000-
	1998-
£'000-
	1997
£'000-

	Turnover
	31,085-
	18,884-
	80,328-
	41,798-

	Operating expenses
	(22,841)
	(16,757)
	(72,449)
	(40,216)

	Operating profit
	8,244-
	2,127-
	7,879-
	1,582-

	Interest
	417-
	(34)
	1,220-
	829-

	Profit before tax
	8,661-
	2,093-
	9,099-
	2,411-

	Tax
	(2,165)
	(2,348)
	(2,852)
	(2,832)

	Profit after tax
	6,496-
	(255)
	6,247-
	(421)

	EPS (basic)
	4.6p
	(0.2)p
	4.5p
	(0.4)p

	Weighted average number of shares in issue
	141,777,824
	127,033,979
	136,924,061
	93,144,697


* These do not comprise statutory accounts. Conversion rate: Q1 99 average rate £ : $1.63 Q1 98 average rate £ : $1.65

-http://www.shiregroup.com/profile/proframe.htm
$1B U.S./U.K. drug deal 

July 26, 1999: 4:48 a.m. ET

LONDON (CNNfn) - Britain's Shire Pharmaceuticals is buying U.S.-based Roberts Pharmaceutical Co. for $1 billion, creating a U.K. pharmaceutical powerhouse with marketing reach across Continental Europe and the financial heft to pursue further acquisitions.  With total market capitalization of $2.4, the combined company would be Britain's fourth largest drug company, trailing Glaxo Wellcome, SmithKline Beecham and Astra Zeneca.   The price represents a 23 percent premium over Roberts' $25 closing share price Friday.

The new entity will have $126 million in cash with which to pursue further buyouts in Europe, and to offer its services as a “licensee of choice” for other biotech companies that lack their own sales and marketing capabilities. 

Rolf Stahel, Shire’s chief executive, called the deal an important step toward achieving Shire’s goal of exceeding $1 billion in revenues by 2005.  “The merger will significantly broaden and diversify our revenue base, adding a solid portfolio of existing products and promising pipeline products,” Stahl said. He added the merger will give the enlarged group greater negotiating leverage and cash with which to pursue product licensing contracts. As of June 30, Shire had a $79 million cash stockpile with no debt; Roberts had about $130 million in debt and $47 million in cash and investments. 

Shire, based in Andover, England, has been on the lookout for new opportunities. The company markets Adderall and DextroStat, used in the treatment of attention deficit disorder, and the epilepsy drug, Carbatrol. Shire co-developed Adderall with Johnson & Johnson. 

Roberts, with headquarters in Eatontown, New Jersey, specializes in therapeutic products used to treat cancer, hypertension and ulcers.  The combined company would have five key new products in the developmental pipeline, including Reminyl for the treatment of Alzheimer’s to RL0903 for prostate cancer. Under terms of the deal, Roberts will swap each of its shares for 1.374 Shire ADRs. The exchange implies a $30.71 for each Roberts share. Based on Friday’s closing prices, the deal would create a company worth 1.5 billion pounds, or $2.4 billion.  A termination fee of $30 million applies to any company that backs out of the deal.

-http://cnnfn.com/1999/07/26/worldbiz/shire/

Glaxo Wellcome

Introduction
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Glaxo Wellcome is a research-based company whose people are committed to fighting disease by bringing innovative medicines and services to patients throughout the world and to the healthcare providers who serve them.

-http://www.glaxowellcome.co.uk/about/fr_about.htm
Outlook 

H2 1999--Sales growth is expected to be higher than the growth in H1 1999

1999 Full Year--Earnings growth is expected to be broadly in line with sales growth

2000 and Beyond--The group expects to deliver strong, sustainable growth benefiting from launches of Seretide, Relenza and lotrorex and a strong pipeline

-http://www.glaxowellcome.co.uk/cgi-bin/frame.pl?loc=investors/presentations/mn_sep99.html 

Blockbusters
On the drug side, Relenza, Glaxo's therapy for both influenza A and B, was approved this quarter, a potential blockbuster with more than $1 billion in annual sales predicted.  Glaxo said on October 19th, 1999 that it is close to identifying the human genes that may cause migraines, adult-onset diabetes and psoriasis.   The company hopes identifying the genes will help develop medicines to prevent or treat the illnesses, although no discoveries of such genes have been translated into medicines yet.   If translated into a viable drug, these could be potential blockbusters for Glaxo.  “The research[image: image12.jpg](in millions)
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 we are reporting does not mean that we can provide cures for the diseases overnight, but it certainly provides us with a much better understanding of the genes involved,” Dr. Allen Roses, the drug maker's co-director of exploratory science, said. “In the very near future, we hope to understand which gene or genes make some people susceptible to these common but debilitating diseases.”

Heptodin
In January 1999, Glaxo Wellcome received regulatory approval in China for Heptodin (lamivudine), the world's first oral anti-viral treatment for chronic hepatitis B.  Heptodin is one of the first Western medicines to be granted a Class 1 drug certificate in China, which offers the advantage of manufacturing exclusivity for the product in the treatment of hepatitis B for a period of eight years.  Hepatitis B is a potentially fatal liver disease, one of the most common infectious diseases in the world, and the ninth most common cause of death worldwide. Approximately 350 million people around the world are long-term carriers of the virus. 75 percent of the world's hepatitis B virus carriers live in Asia and the Western Pacific, with China having the highest incidence of the disease in the world.

-http://www.glaxowellcome.co.uk/investors/fr_investors.html
Glaxo to get hostile? 

Glaxo Wellcome reportedly mulling hostile takeover bid for SmithKline 

February 27, 1998: 8:36 a.m. ET
NEW YORK (CNNfn) - Glaxo Wellcome Plc may be mulling a hostile takeover bid of SmithKline Beecham Plc in an effort to appease shareholders angry over the breakdown of merger talks between the two pharmaceutical giants. 

According to the British newspaper The Independent on Friday, Glaxo may attempt to push through a hostile, no-premium takeover bid after the two firms canceled their proposed $70 billion merger, which would have created the largest pharmaceutical company in the world.  Glaxo is looking at putting forward the same terms as in the original merger, where its shareholders would get a 59.5 percent stake in the combined company.  However, Glaxo would not offer a premium on SmithKline's share price since it believes that the extra cost could wipe out any potential cost savings from a merger, the paper said.  Glaxo shareholders became upset after talks broke off, not only because of the failed deal but also because cancellation of the proposed merger wounded the stock prices of both Glaxo (GLX) and SmithKline (SBH).

-http://cnnfn.com/hotstories/deals/9802/27/glaxo/index-txt.htm

Glaxo Wellcome and BioFocus Enter Compound Library Synthesis Collaboration

PR Newswire

SITTINGBOURNE, England, Oct. 7 /PRNewswire/ -- BioFocus plc announced today that it has been awarded a contract by Glaxo Wellcome S.p.A, Italy, to produce high quality, exclusive compounds for its drug discovery programmes. No financial details have been disclosed. 

Dr. David Stone, BioFocus' CEO said, "We are obviously very pleased to be working with such a major player as Glaxo Wellcome and look forward very much to further collaboration in the future. BioFocus has been very successful this year in securing similar collaborations and this complements well the expansion of our compound design and synthesis capabilities and the recent introduction of our SoftFocus(TM) range of screening libraries." 

Since the launch of BioFocus just over two years ago, the UK based company has successfully entered into collaborations with a wide range of companies in Europe, the USA and Japan. The company provides integrated chemistry services for the pharmaceutical and biotechnology industry, specialising in high quality lead generation and lead optimisation solutions for drug discovery. It has expertise in medicinal, combinatorial and computational chemistry and broad-based industry experience covering a wide range of therapeutic areas.
Monday October 4 8:02am

CuraGen and Glaxo Wellcome Collaborate in Alzheimer's Disease Research

PR Newswire 

NEW HAVEN, Conn., Oct. 4 /PRNewswire/ -- CuraGen Corporation (Nasdaq: CRGN), an integrated genomics-based drug discovery and development company, in collaboration with Glaxo Wellcome (NYSE: GLX), announced today completion of a research program investigating biological pathways that may be associated with Alzheimer's disease. Research into metabolic pathways may help to advance the understanding of this complex disorder, and assist in the search for drug targets and novel markers from which to develop new therapeutics and diagnostic tests for combating this debilitating illness. The completion of the research triggers an undisclosed payment to CuraGen. 

"CuraGen's ability to precisely evaluate differential gene expression in specific tissues has provided Glaxo Wellcome with greater insight into Alzheimer's disease," stated Allen D. Roses, M.D., Vice President and Worldwide Director of Genetics for Glaxo Wellcome. 

"This research further validates CuraGen's functional genomics technologies," said Jonathan M. Rothberg, Ph.D. Founder, Chairman, and CEO of CuraGen Corporation. "This is an important example of CuraGen's ability to enhance our collaborators' efforts in understanding complex diseases, and in identifying targets for which to develop more efficacious drugs." GeneCalling(TM), CuraGen's patented technology for precisely identifying and analyzing the differences in gene expression was used to identify patterns of gene expressions in transgenic mice containing the human ApoE gene. Allelic variants of ApoE have been previously associated with the development of Alzheimer's disease. 

Tuesday October 5 8:34am

Catalytica to Produce Worldwide Supply of Rhone-Poulenc Rorer's Synercid IV 

BusinessWire

MOUNTAIN VIEW, Calif.--(BW HealthWire)--Oct. 5, 1999--Catalytica Pharmaceuticals, Inc., a subsidiary of Catalytica, Inc. (Nasdaq:CTAL), announced today that it will produce the worldwide supply of Synercid(R)IV for Rhone-Poulenc Rorer (NYSE: RPR). 

"RPR's choice of Catalytica for the manufacture of Synercid underscores our uncompromising commitment to quality and regulatory expertise. These competitive advantages have enabled us to attract a growing number of leading firms with strategically important products," stated Dr. Gabriel Cipau, President and CEO of Catalytica Pharmaceuticals. "We also know that time to market is critical to our customers. We have been working closely with RPR under a development agreement for the past several months to qualify our sterile facility for the production of Synercid in the United States and Europe." 

Catalytica Pharmaceuticals, Inc., a subsidiary of Catalytica, Inc., provides the pharmaceutical and biotech industries with comprehensive skills and demonstrated commercial experience in a broad spectrum of areas extending from process development through drug development, formulation, manufacturing and packaging. Since the acquisition of the Greenville Facility from Glaxo Wellcome in 1997, Catalytica has entered into over 40 new agreements for the development and manufacture of products for various pharmaceutical and biotech companies. In anticipation of additional business, it has expanded its chemical manufacturing facility and is currently expanding its sterile facility. It is the largest independent, fully integrated drug development and manufacturing supplier in the world. 

Catalytica, Inc., through its four subsidiaries, applies its proprietary technologies to improve manufacturing and solve environmental problems. Catalytica Pharmaceuticals, Inc., and Wyckoff, Inc., a division of Catalytica Pharmaceuticals, provides drug development and manufacturing products and services to the pharmaceutical industry; Catalytica Combustion Systems, Inc., produces XONON, a catalytic product that permits essentially pollution free combustion for the energy market; and Catalytica Advanced Technologies, Inc., serves as the incubator for new catalytic technologies for industrial applications. Find Catalytica on the World Wide Web at http://www.catalytica-inc.com. 

This news release contains forward-looking statements regarding Catalytica's future manufacturing of RPR's Synercid product at the Greenville, North Carolina facility, the amount and timing of additional revenues, if any, under the RPR Agreement, the ability to market the Company's manufacturing and other services to current and prospective clients, the amount and timing of additional revenues, if any, from other customers, the ability to transition new customers and business into the Greenville facility, and Catalytica's competitive position in its markets. Actual results could differ and such differences could be material. These statements involve risks and uncertainties, including without limitation, the ability to operate the manufacturing and development facilities efficiently, the ability to perform cost effectively and in a timely manner, product development delays, changes in the company's competitive position, and the impact of FDA, MCA, and other regulations on pharmaceutical and biotech manufacturing. Catalytica undertakes no obligation to update publicly any forward-looking statements to reflect new information, events, or circumstances after the date of this release. Investors are encouraged to review Catalytica's Form 10K for the year ending December 31, 1998, Form 10Qs for the period ending March 30, 1998, and June 30, 1999, and Form S4 dated August 24, 1999, for a discussion of additional factors that could affect Catalytica's future performance.
Glaxo to cut 3,400 jobs 

British drug maker: Cost-cut plan to save $613M a year beginning in 2003 

October 05, 1999: 11:11 a.m. ET
LONDON (CNNfn) - Glaxo Wellcome, Britain's largest pharmaceutical company, said Tuesday that it would cut 3,400 of its more than 21,000 jobs by 2003 as part of an international cost-cutting program.  Glaxo -- completing a year-long manufacturing review -- said shutting factories, cutting staff and restructuring procurement and manufacturing processes will save the company 370 million pounds ($613 million) a year by 2003.  Restructuring costs of 520 million pounds will be incurred before the benefits flow through to the bottom line. 

Staff reductions are an integral part of the new plan, with Glaxo reducing its worldwide employment numbers to approximately 18,000 by 2003.  The bulk of the cuts will be in the U.K. workforce, where 1,700 jobs will disappear out of a current workforce of 8,250. Two U.K. production facilities will close. Details of job losses outside Britain were not disclosed.  

U.K. rejects Glaxo drug but final decision pending on state funding for Relenza flu therapy 

October 01, 1999: 10:55 a.m. ET
LONDON (CNNfn) - Glaxo Wellcome appeared poised for a major showdown with British health regulators Friday after reports that the U.K.'s new pharmaceutical watchdog had ruled out Glaxo's controversial anti-flu drug, Relenza, for state funding.  The National Institute for Clinical Excellence, or NICE, a newly created committee that advises the government on how to ration resources for the budget-conscious National Health Service, is said to have concluded that Relenza shouldn't be prescribed by the NHS.  

Glaxo said Friday a negative ruling on Relenza, should it materialize, likely would have little impact on the company's overall financial results.  Britain accounted for only 6 percent of Glaxo's $13.25 billion in sales last year, while its largest market, the United States, contributed 40 percent of sales. 

Glaxo drug on fast track bowel treatment could be approved for sale in U.S. in six months 

August 31, 1999: 10:37 a.m. ET

NEW YORK (CNNfn) - U.S. regulators gave priority review status Tuesday to Glaxo Wellcome PLC's proposed treatment for irritable bowel syndrome, a move that potentially could allow the product to go on the market in six months.  The London-based pharmaceutical maker applied for fast-track status in late June, saying the treatment met priority review criteria because it represents a major advance over existing therapies. The normal FDA review process generally lasts 12 months.  Irritable bowel syndrome affects as many as 20 percent of adults in the United States, Glaxo (GLX) said. Most sufferers are women. Symptoms include chronic abdominal pain and discomfort, diarrhea and constipation. 

AHP stock gets injection buzz about possible drug merger with UK's Glaxo Wellcome boosts stock 
August 18, 1999: 3:15 p.m. ET

NEW YORK (CNNfn) - Shares of American Home Products Corp. rallied as much as 11 percent Wednesday amid speculation the drug giant is in talks to merge with Britain's Glaxo Wellcome.  Shares of American Home Products (AHP), of Madison, N.J., rose 2-7/8 to 44-3/4 after hitting as high as 46-5/8, while American depositary receipts of Glaxo (GLX) rose 1 to 52-5/8. 

Alex Zisson, a drug analyst at Hambrecht & Quist, said such a deal would be relatively cheap for Glaxo because AHP's shares have been drifting lower in recent months.  Another analyst who spoke on condition of anonymity told Reuters: "There have been some rumors floating around that Glaxo wants to merge with American Home. We've been getting the rumors from hedge funds." 

The drug sector has been noteworthy in recent months for companies announcing deals to merge, only to walk away from the altar after financial reviews have taken place.  In early 1998, Glaxo nixed a merger deal with Anglo-British rival SmithKline Beecham (SBH); American Home last fall pulled the plug on plans to merge with chemicals company Monsanto (MTC).

Glaxo, SmithKline ink deals shares in British-based drugmakers rise amid development pacts 

July 28, 1999: 2:07 p.m. ET
NEW YORK (CNNfn) - Shares in Glaxo Wellcome Plc and SmithKline Beecham rose on U.S. markets Wednesday amid news that they plan large investments in companies that hope to find new uses for existing drugs. 

Glaxo Wellcome, based in Middlesex, England, agreed Wednesday to invest as much as $95 million in a collaboration deal with Paratek Pharmaceuticals Inc. of Boston. The deal, which includes an equity investment and research support for Paratek, marks an attempt to use the 50-year-old antibiotic tetracycline to combat drug-resistant bacteria – a growing public health problem. 

"It is well known that antibiotic resistance is a major problem in the battle against bacterial infection," said James Niedel, executive director of science and technology at Glaxo Wellcome. "Our collaboration with Paratek will use our combined expertise to develop a novel approach."  

In a separate deal, London-based SmithKline Beecham (SBH) will pay as much as $48 million to Malvern, Pa.-based Adolor in a licensing and development arrangement that hopes to use a compound called topical dermal ADL 2-1294 – the active ingredient in an anti-diarrhea medication -- as a treatment for inflammatory pain, itching and other problems. 

SmithKline Beecham

SmithKline shedding unit? 

February 4, 1999: 10:16 a.m. ET 

LONDON (CNNfn) – The company is in talks to spin off its U.S. pharmacy-benefits business for more than $1 billion.  SmithKline paid $2.3 billion for DPS in 1994, a time when big drug companies were scrambling to shore up their revenue base. 

In recent months, Eli Lilly & Co. shed its PBM (Pharmacy benefit management businesses) business to drugstore chain Rite Aid. Lilly had paid $4.1 billion for the unit, and had to write down $2.4 billion in the sale. Merck & Co. has held on to Medco Containment Services, a PBM it purchased in 1993.

In February, SmithKline Beecham walked away from talks with its Glaxo Wellcome over a $70 billion merger. The deal would have spawned the world's largest pharmaceutical company, with annual sales of around $25 billion.  A month earlier, in Jan. 1998, SmithKline had spurned another suitor, American Home Products, in favor of Glaxo.  The company is collaborating with Human Genome Sciences in the burgeoning field of gene medicine.

- http://cnnfn.com/1999/02/04/europe/smithkline/

SK buys into cancer drug 

SmithKline Beecham to pay ImmunoGen up to $45M to develop colon cancer drug 

February 3, 1999: 11:23 a.m. ET

NEW YORK (CNNfn) - Shares of ImmunoGen, a thinly traded biotech stock, got a much-needed shot in the arm Wednesday, after deep-pocket pharmaceutical maker SmithKline Beecham agreed to kick in up to $45 million to bring its cancer drug to market.  Under terms of the deal, SmithKline Beecham will develop and commercialize ImmunoGen's lead tumor activated drug, which fights colon cancer.  In addition to royalties, ImmunoGen could receive more than $40 million in up-front cash and milestone payments. At ImmunoGen's discretion, SmithKline also could purchase up to $5 million of its common stock over the next two years.  In exchange, SmithKline will receive exclusive worldwide rights to commercialize the drug, huC242-DM1, except in certain Far East territories. 

ImmunoGen developed its new drug to fight colon cancer. The product links together the colon cancer tumor targeting antibody, huC242, with DM1, a potent chemotherapeutic agent.   The product targets colon cancer tumors by binding the huC242 antibody to an antigen called CanAg that is expressed on cells in most colon tumors. The binding of the antibody to CanAg-expressing cell sites delivers the potent chemotherapeutic to colon cancer tumor cells while leaving unharmed the healthy cells surrounding them.  ImmunoGen Chairman and CEO Mitchel Sayare said the company hopes to bring the product to market in two and a half years, if all goes as planned and it receives fast-track review under the Food and Drug Administration's approval process.   Although the product has not been tested in humans, Sayare said it has shown "enormous efficacy" in not only treating, but curing, human colon cancer cells in mice. 

If approved, the drug is estimated to be worth $350 million to $500 million a year and could be used in treating colon, rectal, pancreatic, and non-small cell lung cancers.   The companies say they will collaborate on the remaining development of the product and ImmunoGen will be responsible for its initial assessment in human clinical trials, which are expected to begin in the second half of 1999.  ImmunoGen, based in Norwood, Mass., develops cancer drugs and has a market capitalization of around $76.5 million.   Like most fledgling biotechs toiling in the laboratories of research and development, the cash strapped company relies upon capital infusions from investors and partnerships with big pharmaceutical firms to stay afloat. 

"We have been living kind of hand to mouth for these last few years and this [partnership] changes that," Sayare said. "This gives us the financial wherewithal to go after other diseases using the same technology."   He said the company retains rights to its technology platform, and will use it to go after other big market drug candidates for diseases like breast cancer.

- http://cnnfn.com/hotstories/companies/9902/03/immunogen/index-txt.htm

SmithKline sells U.S. units 

February 9, 1999: 10:21 a.m. ET 

LONDON (CNNfn) - SmithKline Beecham confirmed Tuesday it will sell two U.S. subsidiaries for $2 billion. The strategic switch allows the company to focus on its core drugs and consumer healthcare business and will renew speculation about a major link-up.  The Anglo-American pharmaceuticals giant also plans to cut 3,000 jobs, or just over 5 percent of its total global workforce of 58,000 by the end of 2002.  The group will take a 750 million pound restructuring charge over the next four years, as management pushes through cost-cutting measures aimed at saving 200 million pounds annually by 2002.

SmithKline is selling its blood diagnostic business, Clinical Laboratories, to competitor Quest Diagnostics for $1.025 billion. Although profitable, the margins are considerably lower than the rest of the group. As part of the deal, the U.K.-based company will take a 29.5 per cent stake in Quest, worth about $245 million.  SmithKline's pharmacy benefit business Diversified Pharmaceutical Services is being snapped up by Express Scripts, a U.S. rival in that field. The price tag, excluding a $300 million tax benefit, is $700 million, considerably lower than the $2.3 billion paid for the business in 1994. The acquisition then was a hedge against President Clinton's proposed reforms of U.S healthcare policy, which never materialized in the form anticipated. The business barely broke even.

“At the time it seemed like the right strategy when no-one knew what the outcome would be of Clinton's healthcare strategy, so you can't be too harsh on the management here,” says Steve Abbott, pharmaceuticals analyst at Credit Lyonnais Securities.

The move has sparked strong speculation that the pharmaceutical giant could yet again become a takeover target. "That is certainly the case," says Abbott. He points out that before last year's merger between Zeneca (ZEN) of the U.K. and Sweden's Astra, the former announced the disposal of its specialty chemicals business. Shareholders of those two companies are set to vote on the merger next week. 

-http://cnnfn.com/1999/02/09/europe/smithkline/

Johnson & Johnson

Johnson & Johnson has more than $23.7 billion in sales and is the world’s most comprehensive and broadly-based manufacturer of health care products, as well as a provider of related services, for the consumer, pharmaceutical and professional markets. Johnson & Johnson has 95,800 employees and 188 operating companies in 52 countries around the world, selling products in more than 175 countries. 

-Johnson & Johnson 1999 Midyear Review
I t is a pleasure to report excellent increases in sales and earnings for the first half of the year, as our performance in 1999 thus far has been the strongest in our recent history. Sales of $13.5 billion for the first six months represent an increase of 16.7% and net earnings of $2.3 billion were up 13.3% over the prior year. Diluted net earnings per share for the first six months of 1999 were $1.66, up 12.9% vs. the same period a year ago.  The impact of the strong dollar relative to other currencies decreased six-month sales by 1.3%. It also should be noted that our strong sales increase for the past six months conti[image: image13.jpg](in miTlions)
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nues to be due mainly to volume growth.  We are particularly pleased that our growth is broadly based and that we’re seeing solid performance across most of our businesses as well as in almost all geographic regions throughout the world. We also are pleased with the great strength in our pharmaceutical and professional businesses, as well as the flow of new products in our consumer franchise.  Worldwide pharmaceutical sales growth in the first half of this year reflects the strong performance of PROCRIT/EPREX (Epoetin alfa), for the treatment of anemia; RISPERDAL (risperidone), an antipsychotic medication; DURAGESIC (fentanyl), a transdermal patch for chronic pain; LEVAQUIN (levofloxacin), an anti-infective; ULTRAM (tramadol hydrochloride), an analgesic, and the oral contraceptive line of products.

The Company received marketing approval from the Food and Drug Administration, during the second quarter of this year, for two new lower doses of RISPERDAL — the most widely prescribed antipsychotic in the United States. The 0.25 and 0.5 mg RISPERDAL tablets will make it possible for physi-cians to better customize their care of patients with psychosis.  Strong professional segment sales growth was fueled by DePuy, a leading orthopaedic products manufacturer acquired in 1998. Also achieving strong sales performances in the professional segment were Ethicon Endo-Surgery’s laparoscopy and wound closure products; LifeScan’s blood glucose monitoring systems; Ethicon’s MITEK suture anchors; and Vistakon’s disposable contact lens products.

During the second quarter the Company received FDA approval to market its new MINI Crown Stent, which has been specifically engineered for smaller coronary vessels. The MINI Crown Stent offers easy deliverability in patients with small, tight lesions while minimizing the risks of edge dissection and stent embolization. The product has been very well received in the marketplace.  In addition, FDA marketing approval was received for the PALMAZ CORINTHIAN Transhepatic Biliary Stent and Delivery System for biliary obstructions….

-Johnson & Johnson 1999 Midyear Review
Liquidity and Capital Resources

Cash and current marketable securities totaled $2.8 billion at July 4, 1999 as compared to $2.6 billion at the end of 1998. Total borrowings at the end of the quarter were $3.8 billion compared to $4.0 billion at year-end 1998. Total debt represented 20.4% of total capital (shareowners’ equity and total borrow-ings) at quarter end, compared with 22.8% at the end of 1998.

Additions to property, plant and equipment were $612 million for the first six months of 1999, compared with $527 million for the same period in 1998.
-Johnson & Johnson 1999 Midyear Review
Rhone Pulenc & Hoechst (Aventis)
Aventis Profile 

With 1997 pro forma sales of US$20 billion and 95,000 employees, Aventis will be a global leader in life sciences holding top positions in both pharmaceuticals and agriculture. With a combined R&D budget of almost $3 billion, it will have one of the most competitive innovation capabilities in the industry . Through the merger, Aventis will acquire one of the leading marketing and sales forces in the world. 

Focused on Delivering Growth
Aventis' positioning in life sciences will allow the company to take full advantage of the technological and business synergies between pharmaceuticals and agriculture. " We believe that the fields of human health, crop science and animal health operate today in a common innovation-driven environment. Aventis will have an impressive range of emerging technologies and expertise which will benefit all its businesses ," said Jürgen Dormann and Jean-René Fourtou. 

Aventis' 1997 pro forma consolidated sales would have amounted to $20 billion, with pharma accounting for 72% and agriculture for 28%.  From a geographical breakdown standpoint, Europe would have accounted for 42%, the U.S. for 25%, Asia for 14% and the rest of the world for 19%.  Aventis' 1997 pro forma consolidated EBITDA (Earnings Before Interest, Tax Depreciation and Amortization) would have been $3.8 billion. 

Synergies
[image: image14.wmf]Aventis expects to rapidly achieve synergies with a twofold aim: to ensure a high level of efficiency for the new organization and to improve its cost structure, thus enhancing its competitiveness.  We intend that Aventis would achieve synergies of $1.2 billion over the next three years.

Around 60% would come from the Pharma sector; 40% from Agro and others.  These synergies are in line with those achieved in other similar mergers.  It is a preliminary estimate based on rough analysis on comparable transactions.

Part of these synergies would result in job reductions. Aventis will manage the workforce transition in a socially responsible and ethical manner. Hoechst and Rhône-Poulenc are committed to put into place all necessary measures and establish an open dialogue with its employees and their representatives as soon as more precise action plans are defined.

-http://www.rhone-poulenc.com/aventis/us/finance.html
Rhone 2Q earnings up 16% 

But French drug maker net dips due to

charges related to Hoechst merger 

July 28, 1999: 7:55 a.m. ET
LONDON (CNNfn) - France's Rhone-Poulenc reported a 16 percent increase in second-quarter operating profits Wednesday, though the pharmaceutical firm's net earnings dipped after charges related to its planned merger with Germany's Hoechst. 

Operating income climbed to 525 million euros  ($559 million) from 445 million euros a year earlier, with the advance beating most analysts' expectations. Market observers also pointed out that the year-earlier data was inflated by a 436 million euro gain from the stock offering for its chemical arm, Rhodia.  However, net earnings fell 82 percent in the most recent quarter after 156 million euros in charges related to the Hoechst deal and fines to settle an antitrust suit in the animal vitamin sector.  Rhone-Poulenc and Hoechst plan to complete their merger later this year, spinning off their chemical assets to form a new life science-based firm called Aventis. With a market capitalization of around $60 billion, Aventis will rank behind only Switzerland's Novertis in the global life-sciences sector. 

The French firm's life business posted the strongest returns in the second quarter, with operating returns advancing 6.7 percent while the chemical business posted a 6.7 percent decline.  Total sales in the quarter climbed 1 percent to 3.49 billion euros.  Rhone-Poulenc Chairman and CEO Jean-René Fourtou said the merger plan was progressing after approval from both sets of shareholders. "We are confident in our ability to deliver full-year earnings per share in line with market expectations of some 15 percent," he added in a statement.   

Merck & Co.

Merck wins Sibia tender 

$87M buyout of biotech drug maker is

expected to close later this month 

September 03, 1999: 11:50 a.m. ET

NEW YORK (CNNfn) - Pharmaceutical maker Merck & Co. said stockholders in biotech firm Sibia Neurosciences have tendered 69 percent of the outstanding shares of the company, paving the way for Merck's $87 million buyout to close later this month. 

Merck (MRK) paid $8.50 in cash for each share of the La Jolla, Calif.- based firm, which develops drugs for central nervous system disorders such as Alzheimer's disease and Parkinson's. That's the same price Sibia (SIBI) shares were trading at by late morning. The stock traded at 3-1/8 before the buyout was announced Aug. 2, and surged in the wake of the deal.  Merck now becomes the majority stockholder in the company, surpassing the 51 percent threshold needed to win the tender offer. 

Some stockholders who refused to tender their shares said Merck's offer was too low, saying it did not take into account Sibia's future royalty gains from strategic partnerships with major drugmakers. 

Private investment partnership BVP Partners L.P., which holds a 14.6 percent stake in Sibia and runs the Biotechnology Value hedge fund, refused to tender its shares. Firm associate Marc Schneidman said Friday that the fund is considering its options, which could include asking a court to force Merck to raise its per-share offer for stockholders who did not tender their shares.  "We're evaluating all of our alternatives," he said.  Sibia says Merck's offer was the best one for the firm's shareholders. 

Sibia was founded in 1981 and went public three years ago. It is engaged in discovery and development of small molecule therapeutics for neurological disorders.
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Pfizer

To Pfizer Shareholders
For Pfizer and our investors, 1998 was an extraordinary year. According to the most recent 12-month audit data, Pfizer's worldwide pharmaceutical sales grew at a faster rate than any of the ten largest pharmaceutical companies, and at about three times the rate of the industry as a whole. 

For the 49th consecutive year, our sales increased, and for the first time, revenue topped $13.5 billion—up 23 percent over 1997. On a reported basis—which includes the impact of the Medical Technology Group  (MTG) divestiture—net income for the full year was $3.35 billion and diluted earnings per share were $2.55. Net income from continuing operations—excluding certain charges associated with adjustments to asset values, the exiting of certain product lines, plant rationalizations, severance payments, co promotion payments, a contribution to The Pfizer Foundation, and other significant charges—rose 27 percent to $2.6 billion, and diluted earnings per share, on this basis, increased 26 percent to $2.00.  

Pfizer's achievements in 1998 attracted a great deal of recognition. For the second year in a row, Fortune named Pfizer one of the most-admired companies in the world and the world's most-admired pharmaceutical company. Chief Executive rated Pfizer's board of directors as one of the five best in America, and in January of 1999, Forbes named Pfizer "Company of the Year."

Much of Pfizer's success is attributable to our increased focus on doing what we do best—discovering, developing, and bringing to market innovative medicines to save, protect, and enhance the lives of humans and animals. Since I became CEO in 1991, we have divested all of our non-pharmaceutical businesses, including in 1998 all of the businesses that had been part of our Medical Technology Group. Despite these divestitures, in the last eight years, Pfizer's sales have doubled, net income and investment in R&D have more than tripled, and the price of our stock has grown eightfold. In fact, in 1998, our market capitalization, which rose almost 70 percent over 1997, reached more than $160 billion, putting Pfizer among the world's top ten companies in total market capitalization. 

In January 1999, Forbes named Pfizer its Company of the Year, stating that our "stable of 50-plus drugs, now in various stages of human trials, is probably the strongest in the industry."

Our shareholders are benefiting substantially from Pfizer's outstanding performance in other ways. In January of 1998, we announced a 19-centfirst quarter dividend, a 12 percent increase, and in January this year, we increased the first quarter dividend to 22 cents—up 16 percent over the same quarter of the previous year. At the beginning of 1999, Pfizer's board voted to ask our shareholders to authorize an increase in shares sufficient to allow a three-for-one stock split, which would take effect in June of 1999. If approved, this would be the fourth time Pfizer stock has split in this decade. 
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The strong performance of our Pfizer Pharmaceuticals Group produced outstanding financial results. Pharmaceutical revenues increased 26 percent (29 percent excluding the impact of foreign exchange), driven by new product launches, as well as by the strong sales of the innovative medicines introduced in recent years. Challenging market conditions and the adverse effect of foreign exchange caused our Animal Health Group's sales to decline one percent (an increase of three percent, excluding the impact of foreign exchange). 

Throughout 1998, Pfizer's commitment to innovation continued to drive strong results. In February of 1998, we launched Trovan, which, in less than a year on the market, has become one of the ten most-prescribed branded antibiotics in the United States. Two months later, we introduced Viagra, our revolutionary treatment for erectile dysfunction. Hailed as the most successful launch in the history of our industry, the introduction of Viagra attracted enormous attention from the media and public alike. It changed our culture and the way we think and talk about erectile dysfunction, which remains a significantly undertreated disease. 

 Our other pharmaceuticals continued to perform strongly. In 1998, Norvasc, the largest-selling drug in Pfizer history, maintained its position as the world's number-one antihypertensive. Zoloft continued to be one of the leading antidepressants worldwide. Zithromax retained its rank as the most-prescribed branded oral antibiotic in the United States. Diflucan, in its eleventh year on the market, held its lead as the world's largest-selling prescription antifungal, and Zyrtec remained one of the leading antihistamines in the United States. 

In March of 1998, Pfizer submitted regulatory filings in the United States and Europe for Tikosyn, a new treatment for atrial fibrillation. In January of 1999, the FDA's Cardio vascular and Renal Drug Advisory Committee recommended approval of this novel medicine, which we hope to launch in the fourth quarter of 1999. In the autumn of 1998, we submitted regulatory filings to market Relpax, Pfizer's new treatment for acute migraine, which we also hope to introduce in the fourth quarter of 1999. 

Building on the strong base provided by our in-line and newly launched products, Pfizer is forging ahead with an aggressive R&D program. We currently have more projects in discovery and development than at any time in our history. In 1999, we hope to resubmit our application for approval of Zeldox, our innovative treatment for psychosis. 

To maximize the strength of our pipeline, we invested almost $2.3 billion in R&D in 1998. This year, we expect to increase that investment, keeping Pfizer research at the forefront of the industry. 

To accommodate our unprecedented number of projects in discovery and development, and to provide the necessary support for our in-line products, we are continuing to expand our research centers in Groton, Connecticut; Sandwich, England; and Nagoya, Japan. Pfizer has also forged ahead in sales and marketing. In the last three years, we have almost doubled the size of our pharmaceutical field force in the United States, and in our industry's most prestigious survey of doctors, Pfizer's sales force has ranked number one in overall quality for the last four years. 

Our strengths in R&D, sales, marketing, and product development have led many companies to consider Pfizer the partner of choice in our industry. In 1998, we entered into an agreement with G.D. Searle & Co., a division of Monsanto Company, to codevelop and copromote Celebrex. This innovative medicine to treat osteoarthritis and adult rheumatoid arthritis was discovered and developed by Searle. In December of 1998, the FDA approved the marketing of this new medicine, and in February of 1999, in partnership with Searle, we launched Celebrex. Its performance to date has been among the most successful for a new product in the history of our industry. 

[image: image7.wmf]
Such alliances are part of Pfizer's strategy to supplement our own expertise in R&D, sales, medical, and marketing through partnerships, co promotions, and licensing agreements. Arrangements such as these give us the flexibility to maximize, as well as complement, our strengths. 

At the present time, we have unprecedented opportunities for growth in virtually every area of our business. Our challenge is to strike the right balance between current growth and investment for the future. Fortunately, the strong performance of our products, the excellent commercial potential of those in development, and continuous improvement in every area of our operations should enable us to meet this challenge, producing a solid return on our investments both now and well into the twenty-first century. 

This year—as we mark Pfizer's 150th year of operation—I am often asked to explain our company's longevity and its excellence. I always answer that it all comes back to our outstanding people and to their commitment to the Pfizer values. As a company, we have always been committed to integrity, respect for people, performance, and innovation.  We have always focused on our customers, confident that we could serve them best through strong leadership and teamwork. We have always believed that we have a responsibility to the communities where we live and work, and that reaching out to those in need grows naturally out of our mission to save, protect, and enhance lives. The Pfizer values have provided a firm foundation for our success in the past, and will, I believe, play a key role in helping us become the world's number-one pharmaceutical company. 

In closing, I would like to welcome Dr. Dana G. Mead, Chairman and CEO of Tenneco Inc., who joined Pfizer's board at the beginning of 1998, and to welcome back Franklin D. Raines, who rejoined our board last October after his distinguished service as Director of the United States Office of Management and Budget. 

                  William C. Steere, Jr., 

                  Chairman of the Board and Chief Executive Officer

                  February 25, 1999

- http://www.pfizer.com/pfizerinc/investing/annual/1998/chairman/chairman.html

1998 U.S. FDA Approvals

                  Product

Indication                                                       
Date Approved

                  Zyrtec


Allergies in children 2 to 5 years of age
May 1998

                  Viagra

Erectile dysfunction (impotence)

March 1998

Pending U.S. New Drug Applications

                  Product                       
Indication                                                 
Date Filed

                  Relpax                         
Migraine headaches                                     
October 1998

                  Zoloft                          
Post-traumatic stress disorder     

October 1998

                  Zoloft


Oral liquid dosage form


April 1998

                  Tikosyn

Heart rhythm disorders


March 1998

                  Zeldox

Psychotic disorders—


December 1997

intramuscular dosage form

                  Zeldox

Psychotic disorders—


March 1997

oral dosage form
-http://www.pfizer.com/pfizerinc/investing/annual/1998/financials/review.html

Pfizer to pay $20M fine 

Drug maker pleads guilty to federal

antitrust violations; 2Q results beat

Street 

July 19, 1999: 12:48 p.m. ET

NEW YORK (CNNfn) - Pharmaceutical maker Pfizer Inc. agreed Monday to plead guilty to federal antitrust violations and reported second-quarter results that exceeded Wall Street estimates despite a decline in sales of its famous anti-impotence drug Viagra. 

The company will pay a $20 million fine in connection with its former food additive business.  New York-based Pfizer said it will plead guilty in federal district court in San Francisco to one count of price fixing and one count of market allocation in connection with sales of the food additive sodium erythorbate and flavor enhancers called maltols. 

The products were manufactured by Pfizer's Food Science Group, which the company sold in January 1996.  "Pfizer deeply regrets these actions, which were contrary to the company's clear, long-standing values, policies and practices," the company said.  Pfizer said it doesn't believe the settlement will have a material effect on its operations.  No Pfizer employees will be charged and no further antitrust charges are pending, the company said. 

2Q beats estimates

The news of the $20 million fine was followed by Pfizer's release of second-quarter results. Strong global sales helped the company post a 13 percent jump in net income and earnings per share that beat the Street by a penny. 

For the quarter ended July 4, 1999, Pfizer reported net income of $709 million, or 18 cents per diluted share, up from the $628 million, or 15 cents a diluted share, in the year-ago period. 

Analysts' consensus estimate was 17 cents a share. 

Revenue for the quarter reached $3.78 billion, a 14 percent increase over the $3.31 billion a year ago.  Worldwide pharmaceutical revenue rose 16 percent to $3.47 billion. 

"Our in-line products -- including Norvasc, Zoloft, Zithromax, Zyrtec, Diflucan and Cardura – again showed solid growth. The co- promoted products Aricept and Lipitor reinforced their category-leading positions. And Celebrex, launched in February with G.D. Searle, the company that developed the drug, is off to a truly exceptional start," said William C. Steere Jr., chairman and CEO. 

Worldwide sales of Viagra, however, fell 25 percent to $310 million from the year-ago period when the anti-impotence remedy was launched. But

sales were still 61 percent higher compared with first-quarter results.  In April, the company had warned, incorrectly as it turned out, that a waning in Viagra sales could cause the company to report second-quarter per-share earnings growth in the single digits. 

Worldwide sales of its antibiotic Trovan, which has been found to cause serious liver problems in some users, rose to $35 million from $22 million reported in the second quarter of 1998. Nevertheless, in light of a health advisory issued by the Federal Drug Administration in June and a 12-month suspension of Trovan product licenses in the European Union, sales for the drug are expected to decline sharply in the coming months. 

Growth still in line with estimates
For the first six months of 1999, Pfizer posted net income of $1.52 billion, or 39 cents a diluted share, up from 1.32 billion, or 33 cents a share.  Revenue rose 21 percent to $7.71 billion. 

Looking ahead to the rest of the year, Pfizer said it remains comfortable with analysts' estimates that the company will earn between 80 and 83 cents per diluted share, adjusted to reflect a recent 3-for-1 stock split. 

Nevertheless, the company is eyeing several factors that could have a negative impact on year-end results, including Trovan.  "The company's financial performance for the remainder of 1999 will depend on such factors as the sales of new, in-line and alliance products; the size and timing of investments; the impact of foreign exchange; the effective tax rate; potential inventory and other charges related to Trovan; and changes in trade buying patterns, including the potential impact of the Year-2000 issue," David L. Shedlarz, executive vice president and chief financial officer, said. 
American Home Products

American Home Products Corporation is one of the world's largest research-based pharmaceutical and health care products companies. It is a leader in the discovery, development, manufacturing and marketing of prescription drugs

and over-the-counter medications. It is also a global leader in vaccines, biotechnology, agricultural products, and animal health care.

-http://www.ahp.com/overview.htm

-http://www.ahp.com/charts.htm

AHP Agrees To $4.83 Billion Fen-Phen Deal 

Friday October 8 12:03 AM ET

By David Morgan

PHILADELPHIA (Reuters) - American Home Products Corp. (NYSE:AHP - news) Thursday agreed to pay $4.83 billion to people who took the potentially harmful diet drug cocktail called fen-phen, in what lawyers termed the largest legal settlement ever against a U.S. pharmaceutical company.

The proposed agreement, initialed in a lengthy memorandum of understanding, would cover a spectrum of medical procedures ranging from simple tests in a doctor's office to heart or lung transplants, depending on the severity of

health problems linked to the once popular weight-loss treatment.

Fen-phen, the nickname for a drug combination that included American Home Products' Pondimin (fenfluramine) and Redux (dexfenfluramine), has been cited as a cause of heart-valve damage in some of the 6 million Americans who received the treatment before it was removed from the market in late 1997.

American Home Products, the No. 5 U.S. drug maker, faces as many as 6,500 lawsuits from 11,350 plaintiffs in all 50 states. Class-action suits have been certified in eight states and at the federal level in U.S. District Court in

Philadelphia.

The proposed settlement would cover fen-phen users whether they have filed lawsuits or not.

Because heart-valve problems often have no symptoms, the settlement includes a $1 billion fund to pay for medical examinations for people who took the drug for  60 days or more. Those who develop actual heart problems over a 15-year timetable would qualify for up to $1.5 million in compensation meant to provide life-long treatment, under a $2.55 billion personal injury fund.

The two sides were expected to have a formal settlement agreement ready within 60 days to begin a complex series of judicial examinations and approvals that could take until 2002.

“This settlement does an enormous amount of good for the people who suffer or may suffer valvular heart disease as a result of taking these diet drugs...it has achieved what we as lawyers seldom see, and that is, a full measure of justice,” said plaintiffs' attorney Mike Fishbein, a leading voice in negotiations that had been held almost daily since April.

Madison, N.J.-based American Home Products announced the proposed settlement with a palpable note of relief at the prospect bringing the mass of litigation to a tidy end.

On Wall Street, where industry analysts had feared a settlement of up to $10 billion, investors gave their blessings to the deal by sending the company's stock up more than $3 to $48.69 a share on the New York Stock Exchange.

American Home Products, which was said to have exhausted its liability insurance coverage during two years of fen-phen litigation, plans to take a $4.75 billion third-quarter charge against pretax earnings. According to the memorandum, the company would pay $1.85 billion into settlement funds during the first year, then $183 million per year through year 14, followed by a $480 million balloon payment in the settlement's final year.

Plaintiffs estimate the company recorded $220 million in profits from Pondimin and $200 million in gross sales from Redux while fen-phen was on the market.

Lawyers were confident the deal would receive judicial approval. “I think the judge will approve it. We think the deal negotiated is very reasonable and fair and there are provisions for immediate provision of relief,”' said Philadelphia attorney Sol Weiss, who has been involved in a New Jersey class action suit.

But the parties admitted the settlement would be vulnerable if a large number of plaintiffs decided to opt out and pursue their own individual lawsuits. The deal set no specific ceiling on opt-outs, but lawyers said American Home Products would be able to walk away from the settlement two months after the initial opt-out period closed if it felt the number of people leaving the national settlement too high.

AHP mixes in Monsanto

June 1, 1998: 4:28 p.m. ET

NEW YORK (CNNfn) - Mixing a chemicals company in with its base as a drug maker, American Home Products Corp. said Monday it will buy Monsanto Co. in a stock deal worth $33.3 billion, or about $55.56 a share. 

The deal, touted as a merger of equals, will spawn a life sciences and drug powerhouse that makes an array of consumer goods, including NutraSweet, Chap Stick lip balm, Advil pain reliever and Ortho Lawn Products. 

And it vaults the new company -- yet to be named -- near the top rung among drug firms in terms of sales, rivaling leader Merck & Co. A combined American Home-Monsanto, the companies said, will have a market value of $96 billion and 1998 sales of $23 billion.

Merger marks change of climate

The deal comes amid a climate of change in the industry. Monsanto, mainly a life sciences concern focusing on agricultural products, has squared off with DuPont Co. as the top two crop-engineering companies. 

American Home had been involved in an effort to merge with UK-based SmithKline Beecham PLC, but that deal failed in January.

While American Home and Monsanto are moving together, DuPont and Merck recently split apart. Merck sold its 50-percent stake in a pharmaceutical venture with DuPont in May, citing the high research and development cost of getting drugs to market.

At a news conference Monday, John R. Stafford, American Home's chief executive officer, president and chairman, said his new company will spend about $3 billion a year on R&D.

Deal will bring job cuts

And, Stafford said, "there will be some employee reductions [and] the elimination of duplicative jobs." Monsanto has about 23,000 employees and American Home has about 52,000, he said. 

The deal is a slight premium for Monsanto shareholders, who will get 1.15 shares in the new company for every Monsanto share they now own.  American Home stockholders will retain their shares.

Monsanto shareholders, who still must approve the deal, will own about 35 percent of the new company. But one analyst, who did not want to be identified, said the shareholders "were probably looking for more" in a buyout offer.

For its part, American Home said it expects earnings per share will be diluted by up to 15 percent in the first year. The deal is expected to contribute to earnings after the year 2000.

Robert Shapiro, chairman and chief executive officer of Monsanto, said the merger will bring both companies more success than either could have had individually.  "This combination could create a company that could operate even more successfully in this exciting era than either of us could separately, taking full advantage of the opportunities ahead of us...," Shapiro said.

The companies expect to realize annual savings of $1.25 billion to $1.5 billion within three years. "If you look at the earnings prospects for the combined company, those prospects continue to grow, even in the short term," Shapiro said.

Cynthia Beach, pharmaceutical analyst at Gerard Klauer Mattison, said AHP will benefit most from the marriage.

"Monsanto had a great product pipeline, but they didn't have a global infrastructure. They are going right into American Home Products' business and will have it built in for them," she said.

Goldman Sachs advised Monsanto in the merger talks, while Bear Stearns was adviser to American Home. American Home will pay Monsanto a $700 million break-up fee if the deal falls through, Shapiro said.

The deal is expected to be tax-free to shareholders and will be accounted for as a pooling of interests. Stafford and Shapiro will share the top two spots at the new company.

Corporate headquarters will be in American Home's hometown of Madison, N.J., while the new company's agricultural business will have headquarters in St. Louis, Mo., where Monsanto is based.
-http://cnnfn.com/hotstories/deals/9806/01/monsanto/
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CONSOLIDATED KEY FIGURES


First half 1999 			First half 1998   	       		Change        Change


CHF millions 	%		 CHF millions 	% 	         	CHF millions 	%


Sales 		16,488 				16,770 	          			–282 	          	–2


Sales from continuing businesses 


16,306 				16,204 				102 		1


Operating income 


4,390 				4,096 				294 		7


in % of sales 		26.6 				24.4


Net income 	3,733 				3,553 				180 		5


in % of sales 		22.6 				21.2


Cash flow from operating activities 


3,561 				2,782 				779 		28


in % of sales 		21.6 				16.6 


Number of employees 


81,628 				86,032 		          		–4,404 	          	–5


Earnings per share (CHF) 


55 				52 				3 		6�






Other announced mergers during the quarter included:





    Acquirer                             		Acquired          			Value ($US Millions)


    Johnson & Johnson             		Centocor                       			$4,900


    Gilead Sciences                			NeXstar Pharmaceuticals			$550


    MedImmune                      			U.S. Bioscience                			$440


    Merck & Co.                    			Sibia Neurosciences          			$78


    Invitrogen Corp.               			Nova Molecular                 			$50


    GelTex                         			SunPharm                       			$17


    Illex Oncology                 			Convergence Pharmaceuticals    		$10


    Leukosite, Inc.                			ProScript, Inc.                			$3


    Cadus Pharmaceuticals      			OSI Pharmaceuticals            			$2


    Lorus Therapeutics             		GeneSense Technologies         		ND


    Ribozyme Pharmaceuticals			Innovir Laboratories           			ND


    Dyax Corp.                     			Target Quest                   			ND





This quarter's alliances included:





    Biotech         		Pharma            	Description ($US Millions)			Value


    Vertex                 		Hoechst           	Orally active drugs for rheumatoid    		$210


    Pharmaceuticals 		Marion            	arthritis, and osteoarthritis


                           		Roussel           	


    Paratek                	Glaxo             	Tetracycline to eliminate resistance		$95


    Pharmaceuticals 		Wellcome          	to the drug                                          	


    British Biotech plc    	Schering-         	Marlmastat, an oral anti-cancer drug,		$60


                           		Plough            	and other MMPIs 


    Adolor                 	SmithKline       	Topical dermal therapy for inflammatory	$48


                          		Beecham           	pain and itching


    Myriad Partners        	Novartis          	Cereal crop genomics     			$34


    LekoSite and           	Schering AG       	Campath, a new treatment for chronic          	$30


    Illex Oncology                           		lymphocytic leukemia


    Maxygen                	Zeneca            	Input and output traits for crops        		$25


                           		Agrochemicals     


    Ligand Pharmaceuticals 	Warner-Lambert 	Small-molecule drugs using Ligand's    		$13


                                             			estrogen receptor technology                               


    Liposome		Bristol-Myers     	Liposome's Evacet with BMS's Taxol       	N/D


                          		Squibb            	for breast cancer


    Tripos, Inc.           	Pfizer            	New software for pharma research	        	N/D


    Quiagen                	Becton, 		Sample collection and preparation for       	N/D


                           		Dickinson & Co. 	molecular diagnostic testing


    Third Wave             	Warner-Lambert  	Invader assays for evaluation in genotyping  	N/D


    Technologies                             		and gene expression


    Celera                 		Rhone-Poulenc   	A 3-year gene discovery agreement            	N/D


                           		Rorer             


    OSI                    		Pharmacia         	OSI's gene transcription patent estate           	N/D


    Pharmaceuticals        	& Upjohn          


    Chiron                 	Abbott Labs       	Chiron licensed its hepatitis C patent rights	N/D


                                             			to Abbot for use in nucleic acid diagnostics





-http://www.zdii.com/industry_list.asp
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