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R&D Spending Correlates Most Strongly
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SOURCE: BCG ValueScience Center database and analysis

with Gross Margin at 4 Years
EXHIBIT 1

R&D VS.

GRO55 MARGIN

0 1 2 3 4 5
LAG (YEARS)

Mote: R&D measured as a percentage of sales; gross margin
figures are three-year averages; revenue growth is a three-year
compound annual growth rate



1&) (0@ ($ Al

#



* %

20% *

Figure 1: 10-Year Trends in Biomedical Research Spending

300

=0~ US Pharmaceutical R&D Spending

250 =&~ Total NIH Budget

200

150

100

Indexed Growth (1993 = 100)

50

I I I I I 1 I I I I
1993 1994 1995 1996 1997 19986 1999 2000 2001 2002 2003
Year

The figure shows 10-year trends in biomedical research spending as reflected by
the NIH budget (Budget of the United States Government, appendix, FY 1993-
2003) and by pharmaceutical companies’ research and development (R&D)
investment (PAREXEL's Pharmaceutical R&D Statiststical Sourcebook 2002/2003).

Figure 2: 10-Year Trends in Major Drug and Biological
Product Submissions to FDA
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The figure shows the number of submissions of new molecular entities (NMEs) —

drugs with a novel chemical structure — and the number of biologics license

application (BLA) submissions to FDA over a 10-year period. Similar trends have

been observed at regulatory agencies worldwide.

20
@ 0






= >

Device Companies Increased R&D Spending the Most—and Created the Most Value

EXHIBIT 2

AMONG MEDICAL TECHNOLOGY SECTOR, .-« AND COMPANIES ARE CREATING

RELATIVE SPEND IS STABLEORRISING... MORE VALUE THAN S&P 500
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SOURCE: The Boston Consulting Group
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