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Navigaling
Divergent Currents

biopharma Review and Outlook

Despite steady innovation and solid new drug approvals, the first half of 2025 was
marked by a break from historical norms in financing, stock performance, and M&A
for the pharma and biotech sectors.
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LTHOUGH THE PACE OF INNOVATION has been strong for both
pharmaceutical and biotechnology companies and the rate of US and
European drug approvals continues to be solid, the financing, M&A,
and stock market developments in the first half of 2025 for the pharma
and biotech sectors have broken from past trends in certain categories—
both positively and negatively. 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, financing, and M&A trends
for pharma and biotech in the first half of 2025, the outlook going forward, and
the implications for industry executives.

There are also major strategic issues that will impact the future, such as the
unusually large volume of patent expirations facing pharma companies, the
trajectory and nature of the Trump administration actions, and the emergence of
Chinese companies and research organizations as a source of innovative drugs and
treatments, especially in cancer research.
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Dollar Value of Worldwide Pharma Acquisitions - First Half of 2025

$250 $231

£

o

o $200

°

ot

2]

ke)

S =~

@ 2 $150

[m)ge}

— =

o3

Qe

g $100

=

o

>

S $50

©°

) II

$0 -

DOTNNDNLTVONDDOTTANNTDONONO-NMITOONODIO - N®T W (D
DD DDP IO NDNOOOOOOOO0OOrrrrrrrre - N ANNNA N
DD OO0O0O0O0O0000000000000000O0O0O0 0O
TTEr T T E T e T T AN AN ANNNANNNANNNANNNANNNANNNANNNNNAN

(1) As of June 30, 2025
Only Deals > $25 million

FIGURE 1. Global M&A dollar volume has been strong in recent years. However, the dollar volume increased dramatically in the

first half of 2025, driven by the Johnson & Johnson acquisition of Intra-Cellular Therapies.
Source: Young & Partners

PHARMA STOCK MARKET AND FINANCING

By the end of the first half of 2025, the S&P 500 had increased
by 5.5% and the S&P Euro 350 rose by 21%. This was a
significant change, with much of the volatility in the S&P
500 driven by economic and US tariff uncertainties.

The pharma industry underperformed in the first half
of 2025.

The Young & Partners (Y&P) US BioPharma index
increased by only 0.05%, the Y&P European BioPharma
index grew by just 1.4%, and the Y&P Generic Pharma index
dropped by 19.1%.

Dollar volume of equity issuance through the first six
months of 2025 was $9.2 billion versus $13.3 billion
during the same period in 2024, an increase on an
annualized basis.

The number of offerings in the pharma space was
dramatically lower, however, with only 28 offerings in the
first half of 2025 versus 69 the previous-year period.

BIOTECH STOCK MARKET AND FINANCING

The performance of biotech industry stock market indices
was mixed in 1H2025. The broader NBI index decreased
by 2.6% and the Y&P Biotech Mid-Small Cap index rose
by 22.7%.

Biotech equity offerings pulled back in the first half
of 2025, with only 80 such instances completed versus
371 during the same period last year. The dollar volume
also declined, with $10.7 billion completed in the first
half of 2025 versus $38.1 billion in 2024.

The IPO market volume softened further. Only eight
IPOs were completed in the first six months of this year,
worth $1.3 billion, compared to 23 IPOs, worth $3.8 bil-
lion, in all of 2024.

Many biotechs with 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.
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FIGURE 2. Dollar volume of deals completed in the first half of 2025 declined dramatically compared to the historic peak in 2024.

Source: Young & Partners
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The drop in biotech stock market valuations have also pushed
down the private equity funding valuations and availability. Venture
capital (VC) firms have taken big paper losses on their existing own-
ership positions in private and public biotech/biopharma companies
and dramatically slowed funding new companies, except in the hot
areas of technology.

Their focus has been on defending their existing portfolio com-
panies to make sure they survive the funding and IPO drought. How-
ever, there are signs that investing activity is 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 biotech sector many times historically,
so this is not a new development for the industry.
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PHARMA M&A IN 1H2025
AND THE OUTLOOK
Acquisitions by pharma companies have tra-
ditionally been a regular part of the landscape.
Although Big Pharma organizations have
revived their ability to invent new drugs, they
still need to supplement their own efforts with
acquisitions of and collaborations with pharma
and biotech companies. With many pharma
manufacturers facing patent cliffs on their
major products, the need to acquire drugs and
drug candidates continues to be high.
However, only four deals, worth $16.2 bil-
lion, were completed in the first half of 2025
versus 32 deals completed, worth $19.2 billion,
for all last year. This represents a massive
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decrease in the number of deals and an increase
in the dollar volume of M&A agreements in the
pharma space. Johnson & Johnson’s $14 billion
acquisition of Intra-Cellular Therapeutics,
which closed in April, drove the dollar volume
up in the first half.

Why have the number of pharma acquisitions
declined? Pharma companies in general, with
some exceptions, are focusing on strategic
small-to-medium-sized acquisitions.

They are also focused on biotech companies
via acquisitions, strategic partnerships, and
in-licensing to achieve pipeline growth. Biotech
M&A volume is not reflected in the numbers
mentioned.

As of June 30, 2025, the dollar value and
number of deals announced but not closed was
low at $15.6 billion (16 deals).

Looking into the future, there may be one or
two larger deals, but those deals will not be the
strategic focus of the pharma organizations.
Pharma M&A will continue to be moderately
active in terms of the number of deals, with a
focus on small-to-medium-sized transactions,
but modest dollar volumes.

Deals with a strong strategic rationale or a
theme around adding new and growing tech-
nologies and products will continue to be pur-
sued. Although the Trump administration is
threatening to change drug pricing and impose
large tariffs on imports of pharmaceuticals,
there is still, as of this writing, much uncer-
tainty about what will actually be implemented
that dealmakers have not adjusted their
approach to the market yet.

BIOTECH M&A IN 1H2025

AND THE OUTLOOK

In the first half of 2025, 12 biotech deals,
worth $12.6 billion, were completed versus
73 deals, worth $109 billion, finalized in all of

2024. On an annualized basis, this represents a major decline in both
the total dollar volume and the number of deals completed. Transac-
tions in the US dominated relative to the rest of the world.

Biotech M&A dollar volume and number of deals totaled a record
high in 2024, driven by the combination of the ongoing strategic
acquisition interests of large pharma and the plunge in biotech IPOs
that reduced the options for private biotechs.

The drop in the first half of this year is a reflection of the flurry of
uncertainties that have hit the biotech and pharma sectors.

The dollar value of the pipeline of biotech deals announced but
not closed as of June 30, 2025, was in line with the first-half trends,
at $15.1 billion (26 deals).

What is driving this trend? The surge in activity in 2024 was
sparked by pharma companies aggressively looking to build their
pipelines and revenues. This was aided by the collapse of the IPO
market, the severe reduction in equity funding, and a dramatic drop
in the share prices of biotechs, which resulted in these companies
being more willing to consider a sale of their organization. There are
also a number of specific therapies and markets that are a high pri-
ority for the strategic buyers.

The slowdown in the first half of this year has been driven by the
dramatic increase in uncertainty in the US due to the major federal
funding overhauls at the NIH and university research centers and
the severe cutbacks at the FDA.

What is the outlook for biotech M&A? We expect more of the same
in the future, driven by the same factors, with a moderate number
and dollar volume of biotech deals being completed over the next
couple of years, along with partnering, licensing, and royalty mon-
etization for funding and for shareholder liquidity.

APPROACHES BY SENIOR MANAGEMENT
Pharma will be heavily focused on M&A where there is a compelling
strategic rationale and where the same results cannot be obtained
internally or through licensing and strategic partnerships. However, it
will continue to be challenging to determine what the right valuations
are for each deal. The use of earn-outs and contingent payment
structures remains a third or more of the market, which reflects the
challenge of bridging buyer and seller valuation expectations.
Private biotechs with assets that appeal to pharma should consider
selling now, given the moribund IPO market, steady M&A valuations,
and the high demand for deals in attractive segments. E
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