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RECORD 2014 BIOMETER SHOWS
STRONG YEAR FOR BIOTECH
By Stephen B. Thau, Aaron J. Schohn

The full-year 2014 BioMeter confirms that 2014 was a banner
year for biotechnology. The average BioMeter value for the entire
year across all transactions reporting up-front payments and stage
of development was $58.7 million, up dramatically from $33.9
million in 2013, and the highest we’ve observed for a full year
since we started reviewing data going back to 2006. Increases
were at all stages of development, with preclinical and discovery
transactions showing a record BioMeter value of $28.1 million,
compared to $21.8 million in 2013; the BioMeter for Phase 1
product averaging $44.8 million compared to approximately
$40 million in 2013; the BioMeter value for Phase 2 product
increasing to $83.5 million compared to $47.4 million in 2013;
the BioMeter value for Phase 3 products increasing to $101.1
million from $46.2 million in 2013; and the BioMeter value
for approved products increasing to $212.6 million, compared
to $50.6 million in 2013. The total average and BioMeter for
approved products are aided by the Merck/Bayer pharma-topharma blockbuster ($1 billion up-front payment for a family of
soluble guanylate cyclase modulators), but even taking that deal
out of the picture, the average BioMeter for all stages would be
$48.7 million, still the highest annual BioMeter going back to
2006.
So what’s driving the increase? The data shows that buyers are
paying more up front for products at all stages of development
than in the past. This likely reflects two market forces. First, the
IPO market and access to capital are allowing biotechnology
companies to drive harder bargains. Companies are less willing
to accept modest up-front payments in licensing transactions
when they have a viable alternative to raise capital and continue
continued on page 2

development on their own, while retaining
100 percent of the rights and future
economic potential of their products. For the
biotechnology company, it becomes a question
of dilution: the company can suffer a certain
amount of equity dilution by selling stock, or
it can have its economic rights to its assets
diluted by licensing them to a pharmaceutical
company (or large biotechnology company)
for a share of the future economics. The
availability of a viable capital-raising path has
no doubt altered this calculus for many sellers
in the market.

TABLE 1: BIOMETER VALUES BY STAGE OF
DEVELOPMENT AND AVERAGE FOR 2011
THROUGH 2014
BioMeter by Stage of Development ($ millions)
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Second, demand for innovative products
remains steady, notwithstanding
pharmaceutical industry consolidation. While
the number of transactions reporting upfront payments and stage of development has
declined from levels seen in 2006 through
2011, it has remained relatively stable
since. Patent expirations, threats of generic
competition, continuing unmet medical needs,
and the ability to obtain higher margins
on novel therapies are all creating demand
for new innovative therapies. At the same
time, pharmaceutical companies and large
biotechnology companies are continuing
to rely on in-licensing to fill their product
development pipelines.
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Number of Deals

Percentage of Deals by Stage of Development

TABLE 2: NUMBER AND PERCENTAGE OF
COLLABORATION AGREEMENTS BY STAGE
OF DEVELOPMENT FOR 2011 THROUGH 2014

The mix of transactions by stage of
development also contributed to the increase
in the full-year BioMeter value, with an
increase in the percentage of deals for Phase
2 and Phase 3 products. While the percentage
of transactions for products in the preclinical
and discovery stages remained strong, the
percentage of Phase 2 transactions increased
compared to 2013, at a time when the
BioMeter value for Phase 2 products also hit
an all-time high of $83.5 million. This includes
a stand out $710 million up-front payment in
the Celgene/Nogra transaction for the Phase
2 drug for Crohn’s disease GED-0301. Even
continued on page 3

without this transaction, however, the BioMeter
value for Phase 2 products in 2014 would still be
a record $55 million. Likewise, the percentage
of deals for Phase 3 products increased, with a
strong number of $100 million plus up-front
payments during 2014.
The one soft spot in BioMeter values for 2014
was approved products. While the average
BioMeter value for approved products increased

to $212.6 million in 2014, there were only six
transactions during the year reporting upfront payments for approved products, and
this category was dominated by the $1 billion
payment from Merck to Bayer noted above.
Without this transaction, the BioMeter value
for approved products in 2014 would have been
only $15.8 million, suggesting that the good
ones had already been taken or were not for sale.

About MoFo BioMeter
The MoFo BioMeter is an index that measures the health of the biotechnology industry. The BioMeter averages up-front
payments in licensing, collaboration, and development agreements between biotechnology companies (broadly defined)
and companies that pay for commercialization rights. We focus on up-front payments because they are the most concrete
representation of the value of a development-stage asset, and also because in an era of constricted venture funding for
unapproved therapeutics, up-front payments from collaboration agreements have become an increasingly necessary source of
capital for companies to sustain their development efforts. The BioMeter also allows us to measure changes in the industry, or
by sector, over time.
The information contained in this report is the result of analysis that includes certain assumptions and compilations. There can be no assurance that this report
is error-free. Neither Morrison & Foerster LLP nor any of its partners, associates, staff, or agents shall have any liability for any information contained herein,
including any errors or incompleteness. The contents of this report are not intended, and should not be considered, as legal advice or opinion. If you wish to change
an address, add a subscriber, or comment on this newsletter, please email Erin Finley at efinley@mofo.com or write to Erin Finley, Morrison & Foerster LLP, 707
Wilshire Blvd., Los Angeles, CA 90017-3543.

WHAT’S DRIVING YOU?
A passion for helping innovative companies succeed is what drives us.
Our global Life Sciences Practice is comprised of 180 corporate,
transactional, IP and trial attorneys around the world who share
the drive our clients have for scientific and business success.
www.mofo.com/lifesciences

We are Morrison & Foerster — a global firm of exceptional credentials. Our clients include some of the largest financial institutions, investment
banks, and Fortune 100, technology, and life sciences companies. We’ve been included on The American Lawyer’s A-List for 11 straight years, and
the Financial Times named the firm on its 2014 list of the 40 most innovative firms in the United States and every year that the report has been
published. Chambers USA honored the firm as its sole 2014 Corporate/M&A Client Service Award winner, and recognized us as both the 2013
Intellectual Property and Bankruptcy Firm of the Year. Our lawyers are committed to achieving innovative and business-minded results for our
clients, while preserving the differences that make us stronger.
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