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current/ future context. There will definitely be greater use of recommendations by
bodies such as NICE (National Institute of Health and Clinical Excellence) in the
UK, and these recommendations will be carefully studied by payors in other
countries as well; leading to more restrictive reimbursement policies for new

products.

Increased generic usage. In many of the key markets for biopharmaceuticals,
usage of generic drugs is still low. Figure 1.2 below shows how nearly half the
markets in Europe still use less than 20% generics in terms of volume of drugs
consumed. Other markets have put in place specific policies to encourage generic
usage. To reduce healthcare spending, regulators in these countries are expected to
replicate tried and tested means of increasing generic usage, such as prescription
guidelines, electronic prescribing systems, drug-substitution at the pharmacist level,

and incentives/ disincentives for pharmacists and physicians.

Figure 1.2: Market share of generic medicines in Europe, 2007 (by volume)
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Venture capital funds

A venture capital fund invests in early stage companies in need of capital for growth.
The companies they invest in usually do not have stable cash inflows and the
investment is made on the premise that such inflows will occur in future. VC funds
usually structure their investments as preferred stocks, although this is not always the
case. They will usually take a minority, non-controlling stake in the company and may

often syndicate the risk of the investment among a number of firms.

There are two key criteria that differentiate venture capital from more conventional

sources of capital. A VC investment typically:

a Involves minority equity or quasi-equity participation (owning common shares
outright, or having the right to convert other financial instruments into common

shares) in a private company;

o Is expected to be a long-term investment (generally from three to eight years); and
requires active involvement by investors in the companies which they finance until

they are sufficiently developed for disposition.

It is important to recognize that venture capital represents an active rather than a
passive form of financing. All VCs strive to add value, beyond capital, to their
investments in an effort to help them grow and to achieve a superior return. Doing this
requires active involvement and almost all VCs will, at a minimum, want a seat on the
board of directors. It is also important to recognize that although a VC fund invests for
the long haul, it does not imply forever. The primary objective of VC investors is to
achieve a superior rate of return through the eventual and timely disposition of
investments. A good VC will be considering potential exit strategies from the time the

investment is first considered.

Mezzanine investors

A mezzanine investor provides later stage investment to companies that already have

incoming cash flows via sales of a product or service. Such an investment is invariably
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How to use this chapter

This chapter analyses 7347 venture financing rounds that have taken place over the
past five years (January 2004 to April 2010). The details were taken from the
MedTRACK Venture Finance database. MedTRACK is a product of Life Science
Analytics, a US-based biomedical data company that provides comprehensive pipeline,

financial and venture information.

MedTRACK is the most comprehensive database of private and public biomedical
companies. It contains financial, pipeline, competitive product, mechanism-of-action,
sales, partnering, and patent information on 19,008 biomedical companies worldwide.
The information can be sorted by parameters such as disease, competitive products, or
clinical trial stage. Search functions reach into SEC filings, websites, business and
product descriptions, journals, meeting abstracts, news, and announcements.
MedTRACK makes it easy to find the data you need. Users can drill down on company
fundamentals to establish an opinion, find partnering opportunities, or respond with
educated agility to market news. The database contains 19,008 companies, 93,681
drugs, 48,493 deals, 12,863 venture transactions, 1,253 drug delivery technologies, 653
indications, 516,545 news pieces, 123,582 management contacts, 57 countries, 636,931
SEC filings and more. The Venture Finance Database, which has been used in this
chapter, provides comprehensive coverage of over 11,000 Venture rounds and other
details for more than 2,000 biomedical companies covered in MedTRACK. The
MedTRACK Venture Finance Database is the industry leader for breadth and depth of

Venture Finance coverage.
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