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18th July 2016 

Healthcare 

Roche GOYA misses its primary endpoint 

Price CHF255.60 Fair Value CHF293 (+15%) BUY 
 

Bloomberg ROG VX 
Reuters ROG.VX 
12-month High / Low (CHF) 282.5 / 233.2 

Market Cap (CHFm) 179,575 
Ev (BG Estimates) (CHFm) 192,018 
Avg. 6m daily volume (000) 1 491 

3y EPS CAGR 6.3% 
 

 1 M 3 M 6 M 31/12/15 

Absolute perf. 6.1% 3.0% -0.4% -7.5% 

Healthcare 8.6% 4.9% 5.1% -4.3% 

DJ Stoxx 600 4.4% -1.4% 2.4% -7.6% 
 
YEnd Dec. (CHFm) 2015 2016e 2017e 2018e 

Sales  48,145 50,762 51,908 53,128 

% change  5.4% 2.3% 2.4% 

EBITDA 19,430 20,345 21,444 21,699 

EBIT 13,821 17,114 18,644 19,499 

% change  23.8% 8.9% 4.6% 

Net income 11,626 12,677 13,722 13,947 

% change  9.0% 8.2% 1.6% 
 

 2015 2016e 2017e 2018e 

Operating margin 28.7 33.7 35.9 36.7 

Net margin 24.1 25.0 26.4 26.3 

ROE 43.7 50.4 45.8 40.7 

ROCE 28.1 27.9 28.7 28.6 

Gearing 60.4 44.1 27.6 13.8 
 
(CHF) 2015 2016e 2017e 2018e 

EPS  13.49 14.71 15.92 16.18 

% change - 9.0% 8.2% 1.6% 

P/E 19.0x 17.4x 16.1x 15.8x 

FCF yield (%) 5.3% 4.5% 5.3% 5.9% 

Dividends (CHF) 8.10 8.83 9.56 9.72 

Div yield (%) 3.2% 3.5% 3.7% 3.8% 

EV/Sales 4.0x 3.8x 3.6x 3.5x 

EV/EBITDA 10.0x 9.4x 8.8x 8.5x 

EV/EBIT 14.0x 11.2x 10.1x 9.5x 
 

 

 

 

The picture is now almost complete for Gazyva which will undoubtedly be an interesting line of 
defense for rituximab, although today’s piece of news is that the phase III study GOYA missed its 
primary endpoint of improving PFS with Gazyva+CHOP vs Rituxan+CHOP in DLBCL. Our understanding 
from discussions with management at our BG Oncology Day in June was that the risk with GOYA was 
higher than with GALLIUM, as phase II work had been largely skipped with interim data limited to 
ORR. This is a missed opportunity, but not the end of the world. To defend itself against biosimilars, 
rituximab will play with the subcutaneous formulation, Gazyva and Venclexta.  

 

ANALYSIS 

 In our report dated 13 July 2016 summarizing what we learnt from our Oncology Day, we wrote on 
page 23: “Although Gazyva proved superior in CLL and in indolent NHL (GALLIUM), Roche 
considers that the history of the drug in this disease is such that the risk of failure is largely carried 
from phase I/II into phase III, because only ORR has been clearly assessed so far”. As such, the risk 
of failure was considered to be higher than 50%. Actually GOYA used to be a major triggering 
event for Gazyva and Roche more generally, but since GALLIUM unveiled positive top-line data, it 
was more like a free option, although it would have been a clear plus to have it positive too in the 
race against biosimilars, the first of which should be approved by the end of 2017. 

 It is worth keeping in mind that rituximab is Roche’s leading product by sales and should reach 
about CHF7.3bn this year, which is likely to be the year when sales peak. More than half is 
generated in the US, about a quarter in Europe. This is in Europe where first biosimilars should be 
approved next year. That said, it is unlikely that all Europe will adopt first biosimilars at the same 
speed, if only for reimbursement reasons. 

 Rituxan’s sales are split in four main approved indications (although it is used in many others 
because of off-label use, for instance in primary progressive multiple sclerosis). It is estimated that 
about a quarter of sales are generated in rheumatology i.e. in rheumatoid arthritis (RA) and here, 
there will not be any second-generation compound from Roche, so that biosimilar should fairly 
easily take a meaningful part of the segment if physicians feel comfortable with it. We assume this 
slice of the pie should go. The remaining three quarters are made of sales in haematology and 
here Gazyva proved superior to Rituxan in about two-thirds of the total (GADOLIN, CLL11, 
GALLIUM). 

 So, we expect Gazyva to target a market that currently represents about half of Rituxan’s revenues 
and should take only part of it in volumes, it is worth having in mind that Gazyva’s price is much 
higher than Rituxan’s with a premium around 80% in Europe and 25% in the US.  So it is fair to 
expect Gazyva to generate about 40-50% of what Rituxan achieved i.e. CHF3-3.5bn. So far, we 
have factored in only CHF2bn at peak in 2024, waiting for the full GALLIUM data to be presented 
at a medical congress. 2018 onwards in Europe, we see Rituxan declining at a rate of 20% p.a., 
mainly thanks to the subcutaneous formulation of the drug to which about 35-40% of patients 
have been switched. 

 

VALUATION   

 We make no change to our numbers. Roche will release H1 figures on Thursday. Sales are 
expected to reach CHF24.8bn and core EPS is anticipated at CHF7.47. We are in line with sales and 
slightly lower on core EPS (CHF7.39). 

 

NEXT CATALYSTS 

 21 July 2016: First-half results 

Click here to download document 
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Bryan Garnier stock rating system 
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows: 

Stock rating 

BUY 
Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a 

recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of 

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 

will feature an introduction outlining the key reasons behind the opinion. 

NEUTRAL 
Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to 

be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary 

event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key 

reasons behind the opinion. 

SELL 
Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a 

recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of 

elements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock 

will feature an introduction outlining the key reasons behind the opinion. 

Distribution of stock ratings  

  

BUY ratings 72%  NEUTRAL ratings 0% SELL ratings  28% 

Research Disclosure Legend 

1 Bryan Garnier  shareholding 
in Issuer 

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a 
shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company 
that is the subject of this Report (the “Issuer”). 

No 

2 Issuer shareholding in Bryan 
Garnier 

The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members 
of the Bryan Garnier Group. 

No 

3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are 
significant in relation to this report 

No 

4 Market maker or liquidity 
provider 

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or 
in any related derivatives. 

No 

5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager 
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives. 

No 

6 Investment banking 
agreement 

A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the 
Issuer relating to the provision of investment banking services, or has in that period received payment or been 
promised payment in respect of such services. 

No 

7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of 
this Report. 

No 

8 Analyst receipt or purchase 
of shares in Issuer 

The investment analyst or another person involved in the preparation of this Report has received or purchased 
shares of the Issuer prior to a public offering of those shares. 

No 

9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied 
to investment banking transactions performed by the Bryan Garnier Group. 

No 

10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing 
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate 
finance services from the Issuer in the next six months. 

No 

11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the 
securities or derivatives of the Issuer. 

No 

12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the 
securities or derivatives of the Issuer. 

No 

13 Bryan Garnier executive is 
an officer 

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s 
household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or 
subsidiaries.  The name of such person or persons is disclosed above. 

No 

14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of 
the research has been influenced by any knowledge of clients positions and that the views expressed in the 
report accurately reflect his/her personal views about the investment and issuer to which the report relates and 
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in the report. 

Yes 

15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, 
price target/spread and summary of conclusions removed). 

No 

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com 
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Important information  

This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and arrangements required 
for investment research as set out in the FCA’s Conduct of Business Sourcebook. 
This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier & Co 
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Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be construed as, 
investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.  
The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the accuracy of 
which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or warranty is given or 
should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law neither the Firm nor any associated 
company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to the Firm and/or associated companies which 
are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the subject of this Report.  
This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this Report.  
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of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or probability. Actual events and circumstances 
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This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in the United 
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Report to Bryan Garnier & Co Limited immediately and should not rely on it for any purposes whatsoever.  
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This Report is based on information obtained from sources that Bryan Garnier & Co Limited believes to be reliable and, to the best of its knowledge, contains no misleading, untrue or false 
statements but which it has not independently verified. Neither Bryan Garnier & Co Limited and/or Bryan Garnier Securities LLC make no guarantee, representation or warranty as to its 
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Bryan Garnier Securities, LLC and/or its affiliate, Bryan Garnier & Co Limited  may own more than 1% of the securities of the company(ies) which is (are) the subject matter of this Report, 
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