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Publisher’s Note

How’s Business?

ith Spring almost upon us, welcome to the March issue of

Pharmaceutical Executive, which, in a way, delves into season-

al-type changes that have occurred for market sectors or are

guiding new practices for various functions—and what may
be next in approaching seasons.

Take, for example, the biotech sector, where we feature a few different per-
spectives on the state of affairs. Highlighting the coverage is the latest life sci-
ences business pulse check from Peter Young, CEO of Young and Partners and
a longtime Pharm Exec Editorial Advisory Board member. In his review of
industry full-year 2023 stock performance and dealmaking and investment
activity (page 16), Young, as usual, digs deep into the biotech side of things,
where a cycle of volatility the last few years has been well-documented in these
pages. Young also likes to examine the future outlook for pharma and biotech
companies and the key implications for senior leaders of these organizations.
As far as biotech, particularly those with promising and innovative assets in
development, he notes that while the IPO market is still down and private equity
funding remains difficult to tap, there are signs that investment activity is pick-
ing up. He points to the favorable climate for VCs in taking advantage of lower
valuations, adding matter-of-factly that these groups “really cannot stop invest-
ing entirely.” For executives, the key, he says, will be centered on the quality
and the maturity of their companies’ respective drug pipelines and cash needs.

Echoing similar sentiments is a contributed piece by Chris Smyth, president
of IGCON Biotech, who presents findings from a survey, conducted with Cite-
line, of 133 decision-makers within the biotech space, including drug develop-
ers and VG firms across North America, Europe, and Asia-Pacific (page 20).
The goal was to identify the behaviors and strategies these companies, many
of them startup or emerging, are employing to stay afloat amid the various
multifaceted challenges they face in the current micro and macro climates.

Not to be outdone on this front as well are a pair of columns in March-—one
by our financial correspondent, Barbara Ryan (page 9), who outlines four distinct
reasons why the recent rally in the sector may be the real deal; and the other
(page 7) exploring the evolving landscape in the biotech job market.

Thanks for reading, @

Mike Hennessy Jr
President and CEO
of MJH Life Sciences®
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Eyeing

Efficiencies

By Jessica Sager

Pharm Exec speaks with Paige Bingham,
CEO of Scout, formerly known as Meeting
Protocol Worldwide, about her longtime
professional mission to improve clinical
research operations and logistics—and not
just figuring out new approaches to ease the
burden for investigators and teams running
the clinical trials, but also for the patients

involved in them.
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Industry Business Check
Review Rates Latest Full-Year Outputs

A look at the pharma and biotech financing, M&A, and stock market
pictures in 2023—and where developments may head next as
company executives continue to navigate stormy but perhaps stabilizing

waters in the months ahead.

Ithough the pace of innovation has been strong
for both pharmaceutical and biotech companies
and the pace of US and European drug approv-
als continues to be solid, a review of financing,
M&A, and stock market developments in 2023 found these
trends to be volatile, with a mix of both positive and negative
results. Many of these trends would seem not to make sense
on the surface, but they are logical if you carefully examine
the underlying drivers.
In this article, we will look at the major stock market, financ-
ing and M&A trends for pharma and biotech in 2023, the outlook
for the future, and the implications for industry executives.

THE STOCK MARKET AND FUNDING

By the end of the first three quarters of 2023, the S&P 500
had increased 24.7% and the S&P Euro 350 had rose by
10.5%. This was a significant positive development, although
much of the increase in the S&P 500 was driven by the seven
largest technology companies.

The overall picture for the pharma industry has been mixed
relative to the market.

The Young & Partners (Y&P) US BioPharma index increased
by 3.7%, greatly underperforming the market. The Y&P Euro-
pean BioPharma index grew by 10.2%, and the Y&P Generic
Pharma index spiked 23.5%.

Pharma equity issuance in 2023 was moderately below 2022.
Dollar volume of equity issuance totaled $6.5 billion versus $7.5
billion in 2022. The number of offerings was also lower in 2023,
with only 41 offerings versus 56 such instances the previous year.

The performance of biotech public shares has been weak. In
2023, the NBI index increased by only 4.7%, well below the mar-
ket and the jump generated by pharma companies. This was a
continuation of the underperformance of biotech public shares
in 2022. Tor example, last year again experienced a suppressed
number of biotech IPOs. However, there were a surprising num-
ber of secondary offerings by companies already public.

PETER YOUNG

CEO and president of Young &
Partners, and a member of Pharm
Exec’s Editorial Advisory Board.
He can be reached at
pyoung@youngandpartners.com

Biotech equity offerings of all types were solid in 2023, with
201 equity offerings completed versus 204 offerings in 2022.
The dollar volume was also strong, with $24.8 billion from these
offerings completed in 2023 versus $21.5 billion in 2022.

However, the biotech TPO market continued to be modest.
Only 16 IPOs were completed in 2023, worth $3.3 billion, com-
pared to 17 IPOs, worth $1.9 billion, in all of 2022 and the 126
IPOs, worth $26.7 billion, in 2021. This has made it much harder
to raise money for private biotech companies.

Many biotechs that have had plans to go public have been
facing serious funding problems, as the IPO market has been an
important source of very attractive equity funds to extend these
companies’ research and regulatory runways.

The drop in biotech stock market valuations have also pushed
down private equity funding valuations and availability. Venture
capital (VC) firms absorbed big paper losses on their existing
ownership positions in private and public biotech/biopharma
companies and dramatically slowed funding, except in the hot
areas of technology. VC firms’ focus has been on defending their
existing portfolio companies to make sure they survive the fund-
ing and IPO drought. However, there are signs that investing
activity 1s picking up as VCs take advantage of lower valuations
and because they really cannot stop investing entirely.

With many of the private biotechs running out of money, we
will continue to see downsizing announcements on a regular basis.
Some biotech companies will not survive and will have to shut down.
This down cycle has impacted the sector many times historically,
so this is not a new development in the history of the industry.

PHARMA M&A IN 2023 AND THE OUTLOOK

Acquisitions of biopharma companies by pharma have tradition-
ally been a regular part of the landscape. Although Big Pharma
companies have revived their ability to invent new drugs, they
still need to supplement their own efforts with acquisitions of and
collaborations with mid-sized pharma and biotech organizations.
However, the companies that Big Pharma are pursuing are quite



Dollar Value of Worldwide Pharma

WWW.PHARMEXEC.COM

Market Performance

Acquisitions
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Figure 1. After dropping to only around $60 billion in 2021 and 2022, global M&A dollar volume for pharma surged in 2023 due to two large deals.

Source: Young & Partners

different from just a few years ago. Pharma organizations have
been focusing on small-to-medium-sized pharma acquisitions,
not the mega deals of old.

In 2023, 29 pharma deals, worth $95.8 billion, were completed
versus 42 deals, worth $59.9 billion, in 2022. This represents a
dramatic increase in dollar volume, but a major decrease in the
number of deals.

Only two of the 29 deals in 2023 were of the large, mega-deal
variety: Pfizer’s acquisition of Seagen for $44.5 billion and
Amgen’s purchase of Horizon Therapeutics for $30.2 billion.

Big Pharma’s balance sheets and cash flows are strong in gen-
eral; so, these companies have a great deal of dry powder. How-
ever, their more selective, cautious acquisition of medium-to-small
pharma companies is a reflection of concerns about the overall
business environment, a move away from mega deals, and access
to a wide variety of other strategic asset avenues, such as biotech
acquisitions, partnering, and licensing.

As of Dec. 31, 2023, the dollar value and number of pharma
deals announced but not closed was quite low at $1.5 billion (seven
transactions).

We expect pharma M&A this year to continue to be moderate
in terms of the number of deals, with a focus on small-to-medium-
sized transactions. Deals with a strong strategic rationale or a
theme around adding new and growing technologies and products
will continue to be pursued.

There may be one or two larger deals struck, but they are not
the strategic focus of pharma companies in 2024.

BIOTECH M&A IN 2023 AND THE OUTLOOK
Last year, 79 biotech deals, worth $62.7 billion, were completed
versus 45 deals, worth $24.3 billion, finalized in 2022.

This was a record level in terms of the total dollar volume and
the number of deals. There was only one large transaction—the $9.6
billion acquisition of Prometheus Biosciences by Merck & Co.

The dollar value of the pipeline of biotech deals announced
but not closed as of Dec. 31, 2023, was a hefty $45.2 billion (22
deals).

What is driving this trend? First of all, most of the acquisitions
are being initiated by pharma companies who are aggressively
looking to build their pipelines and revenues. Second, with the
collapse of the IPO market, a severe reduction in equity funding,
and a dramatic reduction in the share prices of biotech compa-
nies, biotechs are more willing to consider a sale of the company
at an earlier stage than they were just two years ago.

What is the outlook for biotech M&A? We expect more of
the same in the future driven by the same factors, with a rela-
tively robust number and dollar volume of deals being com-
pleted over the next couple of years, along with partnering,
licensing, and royalty monetization for funding and for share-
holder liquidity.
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Figure 2. M&A transaction totals completed in 2023 reached a historic high, surpassing the last biotech peak, in 2020, by $10 billion.

Source: Young & Partners

M&A volume in terms of numbers of deals will continue to
be strong for the rest of 2024 and beyond.

SENIOR MANAGEMENT’S APPROACH

Pharma management will be heavily focused on acquisitions
where there are compelling strategic rationales and where the
same results cannot be obtained internally or through licensing
and strategic partnerships. However, it will be a challenging exer-
cise, as usual, to determine what the right valuations are for each
deal. With the collapse of the public market values for biotech
companies and the downward repricing of private biotech com-
panies in down rounds, matching buyer and seller expectations
will continue to be a challenge.

For biotech executives, those representing private or public
companies that have assets that appeal to pharma organizations
should consider selling now, given M&A valuations and the high
demand for deals in today’s climate.

GEOGRAPHIC CONSIDERATIONS FOR M&A

Not surprisingly, the largest volume of M&A deals in biotech in
2023 was centered in the US, with 59 of the 79 deals generated in
North America. Given that the US is home to the greatest portion
of biotech companies in operation, one would expect this profile.
Fourteen of the remaining 20 deals were completed in Europe—the
second-largest biotech industry concentration.

The geographic dealmaking picture has proven similar in the
pharma sector, with 14 deals completed in the US in 2023 and six
deals established in Europe.

IMPLICATIONS FOR PHARMA AND

BIOTECH COMPANIES

Pharma companies will continue to enjoy attractive stock-market
valuations and access to financing markets, both of which will
remain stabilizing forces for the industry. Although biotech stock-
market valuations are down and will take some time to recover,
it is at least possible for existing public biotech companies to sell
equity, and there are small signs that the IPO market for biotech
will begin a slow recovery.

This overall picture is positive for pharma companies because
there is a large pool of biotech organizations available for M&A
transactions, licensing, and strategic partnerships at valuations
that are better than two years ago.

For biotech organizations, the key will be the quality and the
maturity of their respective drug-candidate pipelines and cash
needs. If a company is focused in a therapeutic area that is the
subject of high strategic interest and/or is at a viable financing
point, the outlook will be positive. The rest of the field will have
to forge a path that is sized properly relative to how long of a
runway one needs to get to a viable financing or M&A point.

For many biotech companies, it will be a matter of survival. @



