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Year * Sales Adj. IFRS- 

Earnings per sh. 
Cash flow 
per share PER PCF Dividend

per share
 EUR m EUR EUR   EUR 

2008 39.6 (51.9) -0.41 (�) -0.36 (-0.27) � � 0.00 

2009e 40.8 (42.9) -0.37 (�) -0.33 (-0.40) � � 0.00 

2010e 46.9 (�) -0.11 (�) -0.07 (�) � � 0.00 

2011e 54.0 (�) -0.05 (�) -0.01 (�) � � 0.00 

* Fiscal year end December   �   In brackets: Figures from the last publication 

Profitability thanks to �Evotec inside� instead of �Made by Evotec� 

» We believe further consolidation and the need to save R&D costs will increase the pres-
sure on pharmaceuticals and biotech companies to outsource an increasing proportion of 
their R&D to external service companies. 

» With the action plan �Evotec 2012 � Action Plan to Focus and Grow�, the company is refo-
cusing on commissioned discovery and development with the aim of achieving profitability 
from 2012. Clear positioning and profiling in the market will be achieved by concentrating 
on the areas of neurosciences and pain therapy as well as inflammation. 

» The new agreements recently signed as well as long-term extensions of existing research 
alliances form the basis for the targeted growth and confirm the establishment of the 
�Evotec brand� in the market. 

» Strategic investments have been closed in 2009 in the areas of drug testing (zebra fish 
business) and chemical synthesis in order to further increase the portfolio on offer for cus-
tomers and plans for additional acquisitions have already been announced. 

» In a mix of methods we have calculated a fair value for the Evotec shares of EUR 2.40. 
The fair value is made up of a DCF valuation and a separate pipeline valuation of ad-
vanced development projects. 

We regard the company as well placed in a growth market in strategic terms. We are 
expecting newsflow in 2010 from the conclusion of further agreements with partners, 
milestone payments and strategic acquisitions. The agreement with Roche above all 
offers both medium and long-term upside potential. We are taking the shares of Evotec 
AG into our coverage with a fair value of EUR 2.40 per share and a Buy recommendation.

Selected Price on PER EV / EBITDA EV /  Re- 
Companies 4 Feb 2010 10e 11e 10e 11e Sales 10e com. 

Evotec 1.96 EUR � � � � 4.03 ! 

Galapagos Genomics 10.65 EUR 36.7 13.2 27.4 8.3 1.74 � 

WuXi Pharmatech 15.85 USD 17.8 13.9 9.0 6.5 2.81 � 

MediGene 3.57 EUR 18.7 � 12.7 � 2.11 ! 

MorphoSys 16.06 EUR 41.6 25.9 13.7 8.3 2.40 ! 

Median for all peer group companies 23.4 20.3 12.8 9.5 4.28 � 

! = Buy, # = Hold, $ = Sell, % = not rated, n/a = not appropriate  
Source: DZ BANK, I/B/E/S, FactSet   

EQUITIES 

 
Flash      
5 Feb 2010  
 

Buy 
  
Closing price 4 Feb 2010 
(in EUR): 1.96 
Fair value: 2.40 
  
Risk classification: 5 
  
Financial ratios 2010e:  
Book value per share (in EUR): 0.90 
Equity ratio (in %): 74.1 
Net margin (in %): -25.7 
ROE (in %): -12.2 
Dividend yield (in %): 0.0 
Free cash flow (EUR m): -7.8 
Net debt (EUR m): -25.4 
  
Number of shares  
(million units): 109.0 
Market cap  
(in EUR m): 213.72 
Free float (in %): 82.5 
SIN: 566480 
ISIN: DE0005664809 
Datastream: D:EVTX 
  
Next Newsflow: 
Q4-Report:                                                 25.03.2010 
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Author: Dr. Elmar Kraus, Analyst 
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INVESTMENT CASE 

Profitability thanks to �Evotec inside� instead of �Made by Evotec� 

We believe the continuing consolidation in the pharmaceutical and biotech sectors 
as well as the need to save R&D costs is increasing the pressure on the companies 
to increasingly outsource also parts of their R&D activities to external service provid-
ers. Eli Lilly, for example, has already started to outsource larger parts of its devel-
opment departments. Evotec AG should be one of the clear beneficiaries of this 
trend. 

Set up in 1993 as a technology provider for high throughout screening, Evotec 
changed through the acquisition of Oxford Asymmetry International in 2000 into a 
service provider in the area of drug research. From 2004 the company also focused 
more strongly on proprietary drug development. Clinical setbacks led at the begin-
ning of 2009 to the examination and adjustment of the hybrid business model as a 
both, a service provider and drug developer. 

With the action plan �Evotec 2012 � Action Plan to Focus and Grow�, the profitable 
area of discovery and development alliances (�Evotec inside�) will now be expanded 
strongly while proprietary development projects ("Made by Evotec�) have been re-
prioritised. Owing to cuts above all in R&D and negotiations over the external financ-
ing of proprietary development projects, around EUR 14m are expected to have al-
ready been saved in 2009 and the cash reach secured well beyond 2012. The com-
pany�s stated aim is to reach break-even in 2012.  

Although the shares already turned in an above-average performance in 2009, we ex-
pect this to be repeated in 2010 thanks to positive newsflow following the signing of fur-
ther cooperation agreements with well-known partners, milestones in development pro-
jects being reached as well as strategic acquisitions to round off the technology portfolio. 
We see medium (possible milestone payment of USD 65m in 2011) and long-term 
upside potential via commercial payments for a product with blockbuster potential 
above all in the agreement with Roche which we believe the market has not yet suf-
ficiently priced in. 

In a mix of valuation methods we have determined a fair value for the Evotec shares of 
EUR 2.40. The fair value is made up of: 1. Products in clinical phases (EVT101/103, 
EVT302 and EVT 401) for which the DZ BANK pipeline valuation model comes up with a 
value of EUR 1.40 per share (rPV). 2. Our DCF model based on our estimate for the 
trend in sales.  

We are taking Evotec up in our coverage with a Buy recommendation and a fair value of 
EUR 2.40. In strategic terms we see Evotec as an �established brand� in the biotech-
nology sector which is in a good position owing to a large number of concluded or 
extended research alliances with well-known partner companies (e.g. Roche, Boe-
hringer Ingelheim, Biogen Idec) and a development pipeline whose value enhance-
ment potential is to be realised in conjunction with partners. Cash flows from the re-
search alliances and cost saving measures from the �Action Plan to Focus and Grow� will 
secure the financing. The targeted growth should enable break even in 2012. 

 

Need to save R&D costs is accelerat-
ing outsourcing 

Adjustment of the business model 
with the focus on services 

Focus shifted from proprietary de-
velopment (�Made by Evotec�) to 
profitable alliances (�Evotec inside�) 
 

Upside potential in the short, me-
dium and long term not yet priced in 

Fair value: EUR 2.40 per share 

Taken up in coverage with a buy 
recommendation 
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Strategic reorientation by the new management 

Founded in 1993 in the early days of German biotechnology, Evotec can look back 
on a colourful history. The company went public in 1999 with the business model of 
a technology provider. By acquiring Oxford Asymmetry International Evotec was 
transformed into a service provider in the area of drug research. The focus shifted to 
drug development in 2004 and led to acquisitions, particularly in the area of neuro-
logical illnesses. Clinical setbacks concerning the most advanced drug develop-
ments led to the review of the business model at the beginning of 2009. 

Out of the crisis with the �Action Plan to Focus and Grow� 
 
At the end of March 2009 the new CEO, Dr. Werner Lahnthaler, announced the ac-
tion plan �Evotec 2012 � Action Plan to Focus and Grow�. By making cuts, particu-
larly in research and development, savings of around EUR 14m are already ex-
pected to have been generated in 2009 and the financial range secured well beyond 
2012. The stated aim is profitability from 2012. At the same time, the company is 
reorganising its pipeline at the expense of the two main development projects � the 
insomnia drug EVT 201, for which no partner could be found, and EVT 302 for 
smoking cessation, which showed no proof of concept in a phase II study. 

In order to reach this goal, the hybrid business model will be maintained in principal, 
but the profitable area of development alliances will be expanded further. For pro-
prietary projects from a certain degree of maturity, negotiations over external financ-
ing are being conducted within the scope of strategic development partnerships. 
Where possible, though, investments are still to be made in new, highly innovative 
discovery projects in areas of high medical need. 

The company plans to circle its indication focus around neuroscience, pain and 
inflammation. Establishing core areas of competence provides for clear positioning 
and profiling in the market in order to offer customers competent contacts in the re-
spective indications. Based on an example from the computer industry, Evotec 
therefore sees itself as being on the way to establishing the �Evotec inside� label as 
a seal of quality/franchise. 

With the development partnership signed/extended with Roche in March 2009, 
Evotec has taken an important step forward in order to diversify the risk and at the 
same time maintain the potential of its current clinical assets. After the conclusion of 
the proof-of-concept trial (Phase II), in the event of success Evotec will possibly re-
ceive a payment of USD 65m in 2011 from Roche for the EVT100 product family 
already stipulated when the agreement was signed. Evotec is also eligible for further 
milestone payments and commercial payments in the mid single-digit percentage 
region for this product with blockbuster market potential. 

Furthermore, four milestone payments from existing alliances were received in 2009 
alone. Existing agreements were extended and a new partner was gained (see Ta-
ble �Overview of important alliances�). 

Liquidity planning with a buffer for strategic acquisitions as well 
 
In financial terms the company plans not to fall below the current liquidity buffer of 
EUR 60m. However, the management itself also sees EUR 40m in cash as sufficient 
liquidity. This means that around EUR 20m would be available which, together with 

The changing face of Evotec - a vet-
eran of German biotechnology 

New CEO with �Action Plan to Focus 
and Grow� 

Focus on profitable development 
alliances � proprietary development 
programmes only in partnerships 

Profiling and positioning through the 
establishment of core areas of com-
petence in selected indications 

Development partnership with 
Roche brings high milestone pay-
ments and possible commercial 
payments 

Extension of existing and conclu-
sion of new alliances as well as 
milestone payments in 2009 

Acquisitions still possible and al-
ready considered 
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20 million shares from authorised capital, would enable acquisitions up to EUR 60m 
based on the current price. 

The focus should be on additions which make sense in strategic terms, e.g. in the 
area of further animal models which can be used for the indications in focus or to 
supplement the technological platform. 

Evotec�s pipeline 
 
Even after reprioritising the development of EVT201 (insomnia drug) and EVT302 
(smoking cessation), Evotec still has a comprehensive proprietary pipeline: 

CURRENT PIPELINE 

Programme 
Status 

Indication Market 
potential

Next value generating 
milestone 

Possible 
submis-
sion 

EVT 101/             
          
EVT 103 

Phase I com-
pleted/                   
Phase I started 

Treatment-resistant 
depression (TRD) 

> EUR 
3bn 

Proof-of-concept Phase 
II trial (2011) 2014

EVT 401  (P2X7) Phase I com-
pleted 

i.a. rheumatoid ar-
thritis 

> EUR 
3bn 

Start of Phase II for 
proof-of-concept 
(2010/2011) 

2015

EVT 302 Phase I com-
pleted Alzheimer�s disease > EUR 

3bn 
Partnering for further 
development 2016

H3 Preclinical 
Narcolepsy (exces-
sive need to sleep, 
pain) 

> EUR 
1bn Start of Phase I (2010) 2015

P2X3 Preclinical Urology, pain > EUR 
3bn Start of Phase I (2010) 2015

VR1 Preclinical Pain > EUR 
3bn 

Phase I started by part-
ner Pfizer unclear

Further 
 

Preclinical CNS indications > EUR 
2bn 

Potential for long-term 
partnership 2016

Source: Evotec AG 

 

The further development of the projects within the scope of clinical studies is only to 
be carried out together with a financially strong partner, though. Based on the reduc-
tion of R&D costs already introduced over the course of 2009, we are expecting 
R&D costs of only EUR 22.8m in 2009 after EUR 42.5m in 2008 and a further de-
cline in R&D costs in 2010 to around EUR 15m. 

Despite this planned decline in R&D costs, �personnel investments� in individual 
experts for certain indications are envisaged within the scope of the new business 
model in order to be able to offer customers a �dialogue partner of equal standing�. 

The EVT100 product family and here in particular the project EVT101, which was 
originally discovered by Roche and which Evotec brought to clinical development, is 
assigned special status. The next stages (Phase II proof-of-concept trial in the 
treatment of treatment-resistant depression with respect to EVT 101 and a Phase I 
study of the follow-up component EVT 103) of clinical development have already 
been financed and are therefore secured by an agreement with Roche dating back 
to March 2008. 

Strategic investments in animal 
models and technology make sense 

Comprehensive proprietary pipeline 
with programmes in depression, 
rheumatoid arthritis, Alzheimer, 
sleep and pain therapy 

Further development of proprietary 
projects only after validation via 
partnership 

Personnel investments in �dialogue 
partners of equal standing� 

Special status for development pro-
jects for the EVT100 project family 
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The results of the Phase II proof-of-concept trial are expected to be announced at 
the end of 2010 or beginning of 2011. In the event of positive proof-of-concept, 
Roche can buy back the projects in return for a payment of USD 65m, further devel-
opment, sales performance and commercial payments. If Roche does not exercise 
this option, Evotec will be granted exclusive worldwide rights to the product family 
and can then look for its own partner. 

There could be a chance again for the insomnia drug EVT201, the partnering of 
which was reprioritised in spring 2009 following safety worries at the end of 2009 
with respect to the rival Almorexant from Actelion which could be removed or con-
firmed by longer-term studies (source: Actelion, Reuters, 21.12.09). 

Evotec�s future business model 
 
The future business model is based on a combination of technology and expertise in 
the area of the respective illness. If possible there is only to be one large partner for 
the respective indications, for example the Swiss company Roche for diseases of 
the central nervous system (CNS), the German company Boehringer Ingelheim for 
oncology and CHDI for Sydenham�s chorea/Huntington�s disease. 

Customers are to be acquired by the offer of translating fixed costs (in case of inter-
nal development) into variable costs with the external placement of development 
orders. Upon commissioning, stipulations over early no/no-go decisions are to be 
made at the same time which can lead to direct cost savings for the customer. Si-
multaneously, creative and new/new types of milestones are to break down the tradi-
tional payment sequences with payments made after the conclusion of large devel-
opment blocks. 

In this way, Evotec will try to transfer to the pharmaceuticals industry a trend towards 
greater outsourcing of early development stages, which is already widespread for 
example in the automotive industry, the IT industry or at telecommunications com-
panies, but not yet in the pharmaceutical industry. In Evotec�s view, this is a �mind-
set problem� which we believe could however take several years to solve. 

One company which has quite obviously embarked more strongly on this path than 
others is Eli Lilly, which outsourced a significant part of its early R&D (the areas of 
toxicology, in vivo pharmacology, imaging and quality control) to Covance in 2008 
and entered into a 10-year partnership with Covance at the same time. Roche AG, 
with which Evotec is already in a long-term partnership which was only extended in 
March 2009, also outsources early R&D. On 4 January 2010 Roche secured access 
to the technology platform of the company Evolva specifically for the discovery and 
development of substances for treating cancer or infections. Other companies 
should follow these examples driven by further consolidation and the need for more 
efficient research associated with it. 

Buy-back of the EVT100 family for 
USD 65m envisaged in the event of 
success 

New chance for EVT201 conceivable 
after problems with Almorexant 

Combination of technology and ill-
ness expertise 

Earlier go/no-go decisions as a cus-
tomer advantage 

Mind-set for outsourcing early de-
velopment stages still has to be cre-
ated in part 

Outsourcing of early R&D also at Eli 
Lilly or Roche 
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 SHARE OF OUTSOURCED PROCESSES DEPENDING ON THE DEVELOPMENT STAGE 

   

 Source: Evotec; Wall Street research 2008; evaluate Pharma; BioWorld 

 
Strategic investments 
 
On the way to becoming a One-Stop-Shop for research and development, Evotec 
strengthened its strategic position in 2009 by investing in a zebra-fish business and 
a majority stake (70%) in the Indian company RISPL, which produces chemical sub-
stances for use in research and development projects. Expansion of the product 
range to include the production of material for clinical development phases is 
planned. Investment in state-of-the-art technologies will also ensure that the range of 
products available to customers continues to reflect the latest developments. 

Zebra-fish are clearly defined model organisms, which are used in the screening of 
potential drug candidates and which accelerate the development process or may 
even reduce the risks involved in this process. They make it possible to generate in 
vivo data relating to the safety and efficacy of drugs even in the early phases of drug 
research and during the development process itself. This can help to reduce failure 
rates and the development costs of new drug candidates. With comparatively low 
material utilisation, it is also therefore possible to achieve rapid characterisation of a 
large number of substances. 

Disease models are already established in the areas of cognition, epilepsy, hearing, 
skin pigmentation and osteoporosis. In future, further models will be added for Park-
inson�s disease and Alzheimer�s, eating disorders, for dependency and addictive 
behaviour.  

As a result of Evotec�s new Indian subsidiary RSIPL, within the framework of drug 
research programmes Evotec can provide its customers with multi-level syntheses 
from the milligram to the gram scale plus targeted synthesis of metabolites or stan-
dards. Other focuses are natural-product-like, heterocyclic scaffolds, modules, and 
intermediate products. The product range is supplemented by the analysis of sub-
stances but also impurities. While capacity utilisation at RSIPL was only around 30% 
at the time of the takeover, Evotec already expects the figure to increase to 80% in 
2010 as a result of integration into existing and new development contracts.  

Based on the current workforce of around 500, future projections envisage organic 
growth. The number of employees in India is therefore already set to increase from 
currently 160 to well above 200 in 2010. In the long term the company plans to ex-
pand to around 1,000 employees, to be achieved not only via organic growth but 
also by �qualitative acquisitions�. 

Strategic investments on the way to 
a One-Stop-Shop 

Zebra-fish as a rapid and favourable 
selection system 

Disease models established 

Chemical synthesis and analysis 
expanded 

Long-term growth target maximum 
of 1,000 employees 
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Business model/general range of services: 
 
The future structure of the company is based on the three pillars Discovery & Devel-
opment Platform (DDP), Discovery alliance business (DAB) und Product Franchise: 

DDP (Discovery & deve-
lopment platform) 

DAB (Discovery alli-
ance business) Product Franchise 

Assay development and screening 

Core expertise with clinical development 

candidates e.g. rheumatoid arthritis, 

treatment-resistant depression 

Fragment-based drug research  

Medicinal chemistry 

ADMET and zebra-fish screening 

Cooperation with 35 of the 

top 50 pharmaceutical and 

biotech companies, e.g. with 

Boehringer Ingelheim, No-

vartis, Ono and Roche Preclinical projects as assets for part-

nering or in-house development 

Source: Evotec AG 

 

The business strategy is based on an expansion of the profitable DAB business and 
the financing of the company�s own R&D via DAB and revenue from development 
partnerships. While growth of 10% is generally being forecast for the order develop-
ment division, Evotec has set itself the target of achieving at least 15% growth p.a. 
towards achieving its objective of becoming profitable by 2012. We regard this target 
as achievable given the market positioning already achieved and the extensions of 
existing contracts in 2009 but above all the new contracts. 

Evotec is planning to achieve above-average growth from a convincing and exten-
sive range of technologies and services in the area of specialised indications.  

The current double-digit growth rates of peer companies such as the Chinese WuXi 
or the Belgian Galapagos NV confirm the continuing high demand in the order de-
velopment sector. 

SPECIFIC SERVICES DEPENDING ON DEVELOPMENT PHASES 

Development phase 

Screening Lead structure Optimisation of lead structure Preclinical 
development 

Clinical devel-
opment 

Assay development & 
screening 

Medicinal chemis-
try Medicinal chemistry Customer-spe-

cific synthesis Clinical alliances

(Ultra) high throughput 
screening 

Construction of 
libraries In vitro biology Development of 

analysis 
Clinical project 
management 

Complex cellular testing 
systems 

High throughput 
chemistry 

Specific biological know-how for 
indication 

Process devel-
opment 

Electrophysiology 
Crystallography 
of binding com-
plexes 

Computer-based chemistry and 
structure-based substance design

Synthesis on a 
large scale 

In silico screening  In vitro biology In silico ADMET Pharmacology 

Fragment-based drug 
research 

ADMET investiga-
tions Structural biology 

 ADMET and zebra-fish screening 

 In vivo pharmacology 

Source: Evotec AG 

Deal structures 
 

Business model based on three pil-
lars 

15% growth p.a. targeted 

Extensive product range to secure 
growth 

Also double-digit growth at peer 
companies 
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Fundamentally, the contracts consist of remuneration for the research expenditure 
and milestone payments for project transitions e.g. from medicinal chemistry to lead 
structure optimisation, the completion of preclinical, the start of clinical phases, ap-
proval milestones and revenue shares in the mid single-digit percentage sector. 
 
For the so-called �integrated deals� a typical deal structure looks as follows: 

- Assumption of total costs by the partner, with around 20 � 30% overhead.  
- Plus preclinical milestones � level and figure dependent on targets and 

partners, and 
- Revenue shares/royalties for many deals and targets 2-4%  

 
In contrast are traditional service alliances, which are usually concluded via cost 
reimbursement plus a premium. 
 
While such agreements are typically concluded for two years, it is Evotec�s stated 
aim to extend the term of contracts where possible to four years. 
 
One example of this is the oncology alliance with Boehringer Ingelheim with a mini-
mum duration of 4 years, a minimum contract size of EUR 15m, milestones and 
revenue shares.  

In contrary, the strategic alliance between Roche and Galapagos NV in the area of 
chronic obstructive lung diseases (COPD) announced on 13.01.2010 was designed 
on the basis of a similar pattern: with the help of its platform, Galapagos will identify 
new target structures and will then develop new drugs to treat them. In addition to an 
upfront payment and milestones for certain development progress or sales figures, 
revenue shares of an unspecified amount will be generated, however no direct cost 
reimbursement has been fixed. 

 

Strategic alliances 
 
For various reasons listed below, three deals stand out from the ranks of the strate-
gic alliances: 

1.) Biogen-Idec, since this is a new partner with which no alliances have previ-
ously existed, 

2.) Ono, since this is a very extensive and long-term agreement. While Evotec 
already received a milestone payment on 14.12.2008 from Ono Pharma-
ceutical Co. Ltd (Ono) for the project transition from medicinal chemistry to 
lead structure optimisation as part of the research alliance to identify new 
types of protease inhibitors, a second target structure and an ion channel 
target have been added.  

3.) Roche, on account of the fairly short-term upside due to the milestone at 
the end of Phase II (DZ BANKe: end of 2011), which in the case of Roche 
taking control of the project, makes provision for a payment of USD 65m as 
well as further milestones and revenue shares. If Roche does not take over 
the project, it reverts to Evotec without any payment obligation. 

 
 
Overview of important current alliances 

Contract structures with perform-
ance-related elements 

Integrated deals with cost reim-
bursement, milestones and revenue 
shares 

Traditional service contracts: cost 
reimbursement plus fixed premium 

Longer terms sought for individual 
contracts 

Contract with BI the blueprint for 
other contracts 

Different contract structures in alli-
ances of peer Galapagos 

Excellent strategic alliances: Bio-
gen-Idec, Ono and Roche 

New alliance partner: Biogen-Idec 

Extensive and extended alliance with 
Ono 

Roche contract with acquisition 
clause 
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Alliance part-
ner Indication Guaranteed payment/s Technology/basis Status 

CHDI Chorea Huntington EUR 37m 

Medicinal chemistry, assay development, 
medium and ultra-high throughput screening 
(uHTS), synthesis of a library and manage-
ment services 

Extended on 14.01.2010 
for 3 years (end 2012) 

Boehringer 
Ingelheim  Oncology  EUR 15m (plus milestones

and royalties)  
Joint identification and development of pre-
clinical candidates 

Extended on 09.11.2009 
for 4 years 

Ono Protease target 
Advance payments, cost 
reimbursement, preclinical
and clinical milestones 

Fragment-based development platform, EVO-
lution� incl. protein X-ray crystallography, 
virtual chemistry, structural biology, biochemi-
cal and NMR-based screening,  medicinal 
chemistry and ADMET 

Extended on 15.10.2009 

Biogen Idec Target not published Not disclosed Screening technologies, substance library, 
protein production and assay development Extended on 09.09.2009 

Cubist Antibiotics Not disclosed 
EVOlutionTM Biochemistry, NMR and 
BiaCore-Screening technologies for screening 
low molecular substances; crystallography 

Extended on 14.07.2009 

Ferrer Grupo Target not published Not disclosed Production of substance libraries Extended by 2 years on 
07.07.09 

Roche ZNS/treatment resistant 
depression 

USD 10 advance plus cost 
reimbursement; USD 65m 
on takeover after Phase II; 
potential > 300m) 

Phase II development of EVT 101 and Phase 
I 
of EVT 103 

Extended on 09.03.09 

Novartis   Target not published 

Advance payments, cost 
reimbursement, preclinical
and clinical milestones 
>USD28m 

Fragment-based development platform, EVO-
lution� in combination with extensive biologi-
cal expertise 

Extended on 03.12.2008 
for 3 years 

Spermatech Non-hormonal reversible 
contraception for men Not disclosed 

Assay development, high throughput screen-
ing, NMR screening of the library with 
250,000 drug candidates 

Extended on 12.03.2008 

Intermune Target not published Not disclosed EVOlution�, in combination with ultra-high 
throughput screening (uHTS) technologies Extended on  06.03.2008 

Pfizer Pain (VR-1 receptor) 
Development and com-
mercialisation milestones 
(USD 170m) plus royalties

Candidates have been handed over to Pfizer 
for further development 

Second candidate now in 
preclinical 

Vifor Pharma Anaemia Reimbursements (5,5 Mio 
EUR) and mile stones 

In-vitro biology, medicinal chemistry, in-vitro 
and in-vivo pharmacology 

New alliance as of 
02.02.10 

Source: Evotec 

 

Evotec has also successfully applied for government research funding. For example, 
in November 2009 the company announced that it has received research funding of 
up to EUR 2.5m from the German Federal Ministry for Education and Research 
(BMBF) to develop a serine racemase inhibitor. Within the Neu2 consortium, which 
includes for example Merck-Serono and the University Hospital of Hamburg-
Eppendorf, Evotec will receive development funds and will use its substance library 
and its fragment-based development platform to develop drugs to treat multiple scle-
rosis and other neurodegenerative diseases. 

Peer companies of Evotec AG 
 
WuXi AppTec was created in 2008 out of the merger of WuXi PharmaTech Inc., a 
Chinese company with chemical expertise, and AppTec Laboratory Services, a US 
American company with biological expertise. The product range covers pure R&D 
services in chemistry or biology and also includes the areas of process develop-
ment, formulation development and GMP drug production. The company has a 
workforce of 3,700, market capitalisation of more than USD 1bn and annual sales in 
the region of USD 270m. In the Laboratory Services division, which includes a large 
number of business segments also present in a similar form at Evotec, growth rates 
of more than 20% (current guidance for 2009: 23-26%) are being achieved. 

Further success in government re-
search funding programmes 

WuXi App Tec � growth of more than  
20% in laboratory services 
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Very comparable in terms of size (500 employees), market capitalisation (around 
EUR 230m) and business model (based on alliances with risk spread and financially 
secured with profits from the service division), Galapagos� product range also in-
cludes antibody-based drugs (in cooperation with MorphoSys AG). In 2008, Galapa-
gos thus generated sales of EUR 77m. Preliminary figures for 2009 indicate a 29% 
sales growth to EUR 100m. Sales are also expected to surge by 20% in 2010. The 
company can demonstrate 6 alliances with pharmaceutical companies, e.g. Merck & 
Co. in arteriosclerosis since October 2009, GSK with arthritis and antibiotics and Eli 
Lilly in osteoporosis. Using a patented development platform and assuming an 8% 
success rate, Galapagos� objective is to identify twelve targets within a programme 
and where appropriate also develop them further to Phase II. The partner finances 
the progress of the development work via milestone payments and has the opportu-
nity in the course of the programme to fully licence the programme.  

 

GROWTH OF SELECTED PEER COMPANIES 

 

Revenues/Year 2007 2008 YoY 2009e YoY

WuXi (USD) 102 147 44% 182 24%

Galapagos (EUR) 66 77 17% 100 30%

Source: company web sites 

 

Shareholder structure of Evotec AG 
 
In contrast to many other biotech companies with free floats in some cases of less 
than 50%, the free float proportion here is around 82.5%. With a total of 108.8m 
shares issued, the average daily trading volume in the months of September to De-
cember of 2009 was around 605,968 shares (0.56%) at an average share price of 
EUR 1.95, which represent a daily trading volume of EUR 1,2m. 

  
 SHAREHOLDER STRUCTURE 

 

F ree F lo at : 
82,5%

T VM : 6,4%

R o land Oetker/  
R OI: 11,1%

 

 Source: Evotec 

 

 

COMPANY GUIDANCE 

Galapagos � alliances used to fi-
nance in-house developments 

Peer companies with double-digit 
growth 

High free float � liquid shares 
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Financial forecast 2009 

» In conjunction with the announcement of the �Action plan to Focus and Grow� 
on 27.03.2009, the 2009 guidance has been published along with the release of 
the 2008 full year results. Costs are to be cut significantly by reducing personnel 
strength in the R&D divisions by 50% and in administration by 20%. Revenue 
excluding licensing should reach at least EUR 35m, while R&D expenditure 
should fall to below EUR 30m.  

» The other financial targets were confirmed with the announcement of the sec-
ond quarter results, however the sales guidance has been increased to more 
than EUR 40m. This guidance was confirmed with the Q3 results. Including the 
published milestone payments of EUR 40.8m for 2009, we do expect a 3% in-
crease on the previous year. 

 

DZ BANK FINANCIAL MODEL 

We have constructed our DZ BANK Financial Model as follows: 

» Based on the results up to and including Q3, the announced milestone pay-
ments and the confirmation of the guidance for full-year 2009, our sales fore-
casts amount to EUR 40.8m (+3% year-on-year). Given the announced exten-
sions to research alliances and additional agreements, we expect a much 
sharper increase in sales in subsequent years compared to previous years. 

» With respect to production costs (COGS) we expect a decline from 2010 on-
wards due to the cost benefit contributed by the Indian subsidy RSIPL. 

» In terms of personnel costs in sales and administration, after 50% in 2008 and 
Q1/2009, based on the trend from Q1 to Q3, we now expect an administration 
cost ratio of 43% in 2009, which should fall to below 30% in subsequent years. 

» We expect R&D costs to fall to EUR 22.8m in 2009 (compared to 42.5m in the 
previous year). Based on the Q3 results, we expect a further decline in research 
expenditure and R&D cost ratios of only 32% from 2010. 

Overall, this gives 2009 EBITDA of EUR -27.4m (compared to 2008: EUR -41m) and 
a loss per share of EUR 0.37 (in 2008: EUR -0.82). 

 

VALUATION 

» At the beginning of the valuation section, we look at Evotec�s price performance 
(one year comparison) and contrast this performance with that of the German 
DAX share index, the TecDAX � Germany�s technology index, the American 
technology index NASDAQ and the Euro Stoxx healthcare index.   

» We then carry out a qualitative SWOT analysis, looking at major 
strengths/weaknesses and opportunities/threats.  

2009 guidance and action plan 
published 

Sales guidance raised at half-year 
and confirmed  

Sales expected to increase by 3% 
over 2008 

Reduction of COGS from 2010 

SG&A costs declining to below 30% 
till 2013 

R & D costs reduced from 107% in 
2008 over 56% in 2009 to around 
30% from 2010 

EBITDA loss reduced drastically 

Sector performance 

SWOT analysis 

DCF and pipeline valuation 
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» This is followed by a DCF valuation and a valuation of the two prioritised pipeline 
products, EVT 101 and 401, using DZ BANK�s pipeline valuation model. 

» The chapter concludes with a valuation overview.  

 
Performance against share indices: 
 
We have compared Evotec with the two most important German share indices, the 
DAX 30 and TecDAX, in which Evotec has been listed again since 28.10.2009. 
Evotec�s price performance in 2009 shows a marked outperformance both compared 
with the TecDAX (117% points) and against the DAX (158% points). We attribute 
this to the company�s strategic repositioning, the reprioritizing after clinical failures ov 
EVT 201 and 302 and the prospects surrounding the Roche deal. 

In 2009 the Evotec share performed 117% points better than the TEC-DAX and 
158% points better than the DAX.  

  
 COMPARISON WITH GERMAN INDICES DAX AND TECDAX IN 2009 
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 Source: FactSet 

 

Relative to the Euro STOXX Healthcare the Evotec share outperformed by 158% 
points over 12 months. Relative to the NASDAQ Biotechnology index Evotec outper-
formed by 164% points over 12 months.   

 

Valuation overview 

Clear outperformance against the 
DAX and TecDAX in 2009 

Marked outperformance against 
Euro STOXX Healthcare and 
NASDAQ in 2009 as well 
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 COMPARISON WITH NASDAQ BIOTECHNOLOGY AND EURO STOXX HEALTHCARE-INDEX IN 2009
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In 2010 (till February 3) the Evotec share performed 3 % points better than the DAX 
but 2% points worse than the TecDAX technology index: 

  
 COMPARISON WITH GERMAN DAX AND TECDAX INDICES IN 2010 
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In 2010 (till February 3) the Evotec share performed 9% points worse than the 
NASDAQ Biotech Index and 2% points worse than the DJ Euro STOXX Healthcare: 

In 2010 share is lagging behind indi-
ces so far 



DZ BANK RESEARCH     BIOTECHNOLOGIE  �  EVOTEC  �  8 DEC 200910 14/24
 

1)2)3)4)5)6) Wichtig: Bitte lesen Sie die Hinweise zu möglichen Interessenkonflikten  und die Disclaimer am Ende dieser Studie. 

  
 COMPARISON WITH NASDAQ BIOTECH INDEX AND DJ EURO STOXX HEALTHCARE IN 2010 
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SWOT analysis 
 
In the following sub-section, we carry out a qualitative SWOT analysis of Evotec 
looking at the main strengths/weaknesses and opportunities/threats. 

         

 SWOT ANALYSIS  

     

     

     
     
 

St
re

ng
th

s 

 

• Broad base of existing and recently ex-

tended development contracts with well-

known pharmaceutical companies 

• Indication-specific know-how 

• Cost advantage through Indian subsidiary 

• Very broad scope in terms of method (on 

the way to one-stop shop) 

• Well-known and established name 

• Strategic upside through project mile-

stones and share of revenues 

 

• Mind-set for outsourcing early devel-

opment stages still has to be devel-

oped in some companies 

• Past failures involving in-house pro-

jects now shelved weigh on company 

• Cost advantages from Indian subsidi-

ary can only be achieved through labo-

rious steering/controlling 

• Company still below critical mass 

 

W
eaknesses 

 

         
     
     
     
     
     
 

O
pp

or
tu

ni
tie

s 

 

• Evotec should benefit disproportionately 

from a trend towards outsourcing even of 

early-stage development projects  

• Acceleration of stop-loss decision points 

and conversion of fixed into variable 

costs fits in with current conditions 

• Focus on contract development and/or 

co-development will reduce conflicts of in-

terest 

 

• Currently still very dependent on 

Roche deal in indication with high risk 

of failure 

• Trend towards outsourcing could fail to 

become firmly established 

• Value creation from own pipeline not 

possible because of lack of partner 
 

 R
isks 

 

 
Source: DZ BANK 

 

         

 

Strengths/weaknesses  
 

Qualitative SWOT analysis 

Established position in the market 
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» Evotec is outstandingly placed in the market with a name that is recognised far 
beyond its own biotechnology sphere and with a broad customer base consist-
ing of well-known pharmaceutical and biotechnology companies. 

» A broad scope in terms of method within the indication areas covered allows the 
company to offer customers comprehensive expertise under just one roof.  

» Evotec has a wide, indication-specific know-how through the development of a 
large number of customer and in-house projects; this can be used and built 
upon by customers, shortening development timeframes and bringing project 
successes or failures more rapidly to light.  

» Evotec has not only acquired welcome capacity in the area of chemical synthe-
sis through the takeover of the Indian company RSIPL, but also acquired a 
company with an exceptionally advantageous cost base. 

» Whereas the costs of processing customer projects including a mark-up of 20%-
30% depending on the contract are born by customers, Evotec offers upside po-
tential through success-based payments once set project milestones have been 
reached and above all through royalties in the mid-one-digit percentage bracket 
in the event of the product in question making it onto the market. 

» Evotec still lacks critical mass for a truly comprehensive offer, which might in-
clude animal models for example to provide as comprehensive in vivo testing of 
drug candidates in additional indication areas as possible, both at research level 
and also for formal pre-clinical analyses. 

» Many companies still lack the mind-set needed to outsource early stages of 
development and this still has to be worked on in many cases. This process 
could very well take longer than expected. 

» Whereas potential failures cannot necessarily be ascribed directly to Evotec, a 
history of unsuccessful in-house projects which have since been scrapped such 
as EVT201 (insomnia) or EVT302 (smoking cessation) will certainly play a role 
in customers� decision-making. 

» Evotec can only benefit from its Indian subsidiary�s undisputed cost advantage 
from low wage costs, which only equate to a fraction of the European equiva-
lent, through a laborious system of steering/controlling. 

 
 
Opportunities/threats  
 
» Whereas in the past conflicts of interest surrounding projects in direct competi-

tion with Evotec�s own products were a barrier, these conflicts have now been 
reduced substantially by focusing on contract development and the fact that 
Evotec has now wound up most of its own development projects. This will en-
able the company to extend its customer base, and existing know-how can be 
injected directed into customer projects.  

» On this basis, together with its position in the market, Evotec could benefit dis-
proportionately from the incipient trend towards outsourcing of even early de-
velopment stages. 

Wide expertise for customers under 
just one roof  

Know-how base reduces timeframe 
for customers 

Indian subsidiary has advantageous 
cost base  

Work on orders is profitable with 
additional upside through milestone 
payments and royalties 

Evotec has yet to reach critical mass 

Mind-set still not developed 

History of failed projects weighs on 
Evotec 

Evotec can only benefit from sub-
sidiary�s cost advantage through 
laborious steering and controlling 

Conflicts of interest now reduced 

Evotec could benefit disproportion-
ately from outsourcing trend 
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» Evotec�s business model meets present day requirements firstly by offering cus-
tomers the possibility of changing fixed costs for their own staff into variable 
costs for the contractor through outsourcing and secondly by building in stop-
loss decisions into development projects from the outset. 

» One major risk is the high dependence � at least at the moment � on the Roche 
deal in an indication with a high risk of failure (treatment-resistant depression). 
The option of falling back of the follow-on substance EVT103 which is already in 
development only partly reduces this risk. In the event of a replacement of 
EVT101 by EVT103, the timeframes and hence milestone payments and above 
all any potential share of revenues would be delayed by at least one year. 

» Despite all expectations, the trend towards further outsourcing could fail to be-
come firmly established � e.g. on the back of internal resistance in the area of 
early R&D � and growth in this segment would decline as a result. Even if 
Evotec managed to capture a disproportionate share of the segment�s growth, 
the aim of reaching profitability by 2012 at the latest would no longer be realis-
tic. 

» The actual freeze on projects in Evotec�s own pipeline � Evotec has indicated 
that it could only carry on with development if it can attract financing from part-
ners � could prevent the realisation and further development of value generated 
so far if the company cannot find partners. Patent expiries would call for write-
offs, which would reduce the company�s goodwill. 

 

SWOT conclusion 
 
Successes achieved in extending existing cooperations and attracting new custom-
ers demonstrate that Evotec is working successfully on eliminating its weaknesses 
and, moreover that the risk of the trend towards outsourcing not becoming firmly 
established seems manageable. The conclusion of further development alliances 
expected in 2010 and forthcoming milestone payments should confirm Evotec�s 
strength and more than offset the potential negative impact of past failures. We 
therefore see an outweighing of strengths and opportunities. 

 

DCF valuation 
 
In our two-tier DCF using the entity method, we have discounted the free cash flows 
after tax with the help of the company-specific WACC. Our DCF analysis is based on 
the DZ BANK financial model shown in appendix. 

DZ BANK�s financial model only takes into account sales and earnings from re-
search alliances. We have not taken into account the value of drugs in early phases 
of development in our DCF. 

Our DCF gives a value of equity of EUR 1.0 per share based on a terminal growth 
rate of 2% and WACC of 7%.  

 

Business model meets present day 
requirements 

Still a high dependence on the 
Roche deal 

Will the trend towards outsourcing 
really hold? 

Threat of loss of value creation 
without successful partnering  

Strengths and chances outweigh 

DCF valuation based on the entity 
method 

DCF includes expected earnings 
from research alliances   

DCF value: EUR 1.0 
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Valuation of drugs in early stages of development  
 
The sum of the NPV of a pharmaceutical or biotechnology company�s products in 
development corresponds to part of the total enterprise value; in the case of younger 
biotechnology companies, it in fact makes up most of the enterprise value. The 
model developed and revised by DZ BANK to value drugs in development makes it 
possible to calculate both the risk-adjusted present value of individual substances 
and the overall value of all the substances in clinical development. This calculation is 
based on a risk-adjusted, phase-dependent DCF valuation.  

Investors can estimate both the current and potential future contribution from indi-
vidual substances and from the entire product pipeline to enterprise value over their 
future development by discounting risk-adjusted expected long-term cash flows. This 
is the basis which we use to calculate the risk-adjusted prevent value in individual 
phases. A comprehensive description of DZ BANK�s valuation model for products in 
development can be found in DZ BANK sector reports from 2003 and 2004 (e.g.: 
Hope from Cancer Drugs dated 09.05.2003). 

In our DZ BANK pipeline valuation model, we have valued prioritised product devel-
opments from a certain level of clinical development, namely EVT101 (treatment-
resistant depression) and EVT401 (rheumatoid arthritis), both of which have com-
pleted phase I. Of the other two advanced projects, that have been reprioritized after 
setbacks in clinical development (EVT302) and in view of the fact that the company 
has still not found a partner (EVT201) we have only considered EVT 302. Here we 
do see the possibility of development in the Alzheimer�s disease indication, building 
up on the results of the phase I study.  

» We attribute EVT101/103 a success probability of 14%, which gives an rPV per 
share of EUR 0.7. 

» We see a success probability of 18% for EVT401, which gives an rPV per share 
of EUR 0.5.  

» For EVT 302 we calculate with the success probability of 20%, which gives an 
rPV per share of EUR 0.2 

» Overall, we value the pipeline with an rPV of EUR 1.4 per share.  

 

OVERVIEW PIPELINE VALUATION 

 Product Indication Phase Current rPV 
(EUR m) 

rpV/share (EUR) adj. Success 
Probability

 EVT101/103 Treatment-resistant 
depression 

Phase I completed 56 0.53 14%

 EVT401 Rheumatoid arthritis Phase I completed 55 0.52 18%

 EVT 302 Alzheimer�s disease Phase I completed 14 0.2 20%

 Total   125 1.4
 
Source: DZ BANK pipeline valuation model 

 

 
 
 
 
 

DZ BANK pipeline valuation model 

Separate valuation of Evotec�s early 
candidates  

Valuation of projects in clinical de-
velopment except EVT201 

Pipeline valuation results in EUR 1.4 
per share 
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Valuation overview: 
 
Evotec�s fair value is based on the following components:  

1. Based on our DCF analysis, we calculate a fair value of EUR 1.0 per share;  

2. We calculate a value of EUR 1.4 per share as the value of the EVT101, 
EVT 401 and 302 products which are in or before clinical phase II. 

Overall, this gives a fair value of EUR 2.2 per Evotec share. 

DCF value: EUR 1.0 per share 

Development products: EUR 1.4 per 
share 

Fair value: EUR 2.4 per share 
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PROFIT AND LOSS ACCOUNT 

Euro m 2008 2009e 2010e 2011e 2012e 2013e

Sales 39.6 40.8 46.9 54.0 62.1 69.8

% against prev. year 3% 15% 15% 15% 13%

  

Cost of goods sold -22.0 -25.2 -28.2 -29.7 -31.0 -31.4

Gross profit 17.6 15.6 18.8 24.3 31.0 38.4

% against prev. year -11% 20% 29% 28% 24%

  

Sales costs -20.0 -17.5 -16.0 -16.2 -15.5 -17.5

Administration costs 0.0 0.0 0.0 0.0 0.0 0.0

R&D expenditure -42.5 -22.8 -15.0 -14.0 -14.9 -16.1

Other operating income 2.3 4.7 0.0 0.0 0.0 0.0

Other operating expenses -30.6 -18.4 0.0 0.0 0.0 0.0

Extraordinary income/expenses 0.0 0.0 0.0 0.0 0.0 0.0

Operating profit (EBIT) -73.2 -38.5 -12.2 -5.9 0.6 4.9

For information: EBIT adjusted -52.9 -38.5 -12.2 -5.9 0.6 4.9

% against prev. year  688%

  

Interest paid / received -2.8 -0.9 0.1 0.1 0.1 0.2

Profit before tax -76.0 -39.5 -12.1 -5.8 0.7 5.1

For information: EBT adjusted -55.7 -39.5 -12.1 -5.8 0.7 5.1

% against prev. year  599%

  

Income taxes from continuing operations -2.3 0.0 0.0 0.0 -0.2 -1.5

Tax rate -3% 0% 0% 0% 30% 30%

Net profit from continuing operations -78.3 -39.5 -12.1 -5.8 0.5 3.5

  

Net profit from discontinued operations 0.0 0.0 0.0 0.0 0.0 0.0

  

Net profit -78.3 -39.5 -12.1 -5.8 0.5 3.5

Profit or loss attributable to minority interest 0.0 0.0 0.0 0.0 0.0 0.0

Profit or loss attributable to shareholders -78.3 -39.5 -12.1 -5.8 0.5 3.5

thereof from continuing operations -78.3 -39.5 -12.1 -5.8 0.5 3.5

thereof from discontinued operations 0.0 0.0 0.0 0.0 0.0 0.0

  

Weighted average number of shares, diluted (m) 95.199 106.775 106.875 107.775 107.875 108.775

  

IFRS earnings per share, diluted -0.82 -0.37 -0.11 -0.05 0.00 0.03

Adjusted earnings per share, diluted (contin.) -0.41 -0.37 -0.11 -0.05 0.00 0.03

  

For information  

Depreciation 32.2 11.1 4.9 4.9 4.9 5.0

EBITDA -41.0 -27.4 -7.3 -1.1 5.6 9.9

EBITDA adjusted -48.3 -33.8 -7.3 -1.1 5.6 9.9

  

Fiscal year end December  

  

Source: Evotec and DZ BANK estimates  
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RATIOS 

Euro 2008 2009e 2010e 2011e 2012e 2013e

  

Profit and loss ratios  

Sales (m) 39.6 40.8 46.9 54.0 62.1 69.8

EBITDA margin -122.0% -82.8% -15.5% -2.0% 9.0% 14.2%

EBIT margin -133.6% -94.4% -26.0% -11.0% 1.0% 7.0%

Net margin -98.4% -96.7% -25.7% -10.8% 0.8% 5.1%

Investment ratio 0.0% 15.3% 1.5% 1.3% 1.1% 1.0%

R&D as % of sales 107.4% 56.0% 32.0% 26.0% 24.0% 23.0%

Admin and sales costs as % of sales 50.4% 43.0% 34.0% 30.0% 25.0% 25.0%

Net other operating costs as % of sales 71.6% 33.7% 0.0% 0.0% 0.0% 0.0%

Net financial income as % of sales -7.0% -2.3% 0.3% 0.2% 0.2% 0.2%

Interest cover  

Average sales growth next five years 12.0%  

Average earnings growth next five years  

  

Profitability ratios  

ROE -26.0% -35.5% -12.2% -6.3% 0.5% 3.6%

ROCE -75.6% -54.9% -18.4% -9.5% 1.1% 8.8%

  

Productivity ratios  

Sales per employee ('000) 60.02 61.82 71.09 81.76 94.02 211.55

EBIT per employee ('000) -80.18 -58.37 -18.48 -8.99 0.94 14.81

  

Balance sheet ratios  

Equity ratio 81.9% 76.9% 74.1% 72.0% 71.1% 70.9%

Long term debt and equity / Fixed assets 179.3% 144.6% 137.2% 137.0% 146.1% 163.2%

Liquidity (quick ratio) 410.4% 258.0% 214.0% 198.7% 208.6% 231.7%

Receivables as % of sales 6.4% 17.0% 17.0% 17.0% 17.0% 17.0%

Investment (net of GW) / Depreciation 132.3% 14.2% 14.3% 14.2% 14.0%

Working capital as % of sales -22.5% -9.5% -7.3% -5.5% -3.8% -2.6%

Net debt (m) -71.2 -33.6 -25.4 -23.2 -27.6 -35.9

Net debt complete (m) -81.2 -43.6 -35.3 -33.2 -37.5 -45.8

  

Figures per share  

Earnings per share, diluted -0.41 -0.37 -0.11 -0.05 0.00 0.03

Diluted cash earnings per share -0.36 -0.33 -0.07 -0.01 0.05 0.08

Dividend per common share 0.00 0.00 0.00 0.00 0.00 0.00

Cash per share, diluted 0.51 0.21 0.13 0.11 0.15 0.23

Net debt per share, diluted -0.65 -0.31 -0.23 -0.21 -0.25 -0.33

  

Valuation ratios  

Enterprise value / Sales 0.3 4.9 4.0 3.5 3.0 2.6

Enterprise value / EBITDA  33.7 18.1

Enterprise value / EBIT  301.8 36.7

EV/Sales to sales growth 0.41 0.34 0.30 0.25 0.21

PEG ratio - common shares  

  

Fiscal year end December  

  

Source: Evotec and DZ BANK estimates  
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Köhler, Hans-Theo Macke, Albrecht Merz, Thomas Ullrich, Frank Westhoff  
Responsible: Klaus Holschuh, Head of Research and Volkswirtschaft 
Responsible: Dr. Lothar Weniger, Head of Equity Research 
© DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Frankfurt am Main 2010 
Reprinting and reproduction requires the approval of DZ BANK AG Deutsche 
Zentral-Genossenschaftsbank, Frankfurt am Main 
 
TIME CONDITIONS OF ENVISAGED UPDATES  AND OF PRICE 
QUOTATIONS (EQUITIES) 

DZ BANK maintains a list of companies for which company-specific financial 
analyses are published (master list). Comments on events relevant for the share 
price of all companies on the master list are published. Whether and why such 
publications are made is subject to the sole discretion of DZ BANK. In addition, 
extensive research analyses are prepared for stocks on the master list. The identity 
of companies for which such publications are made is subject to the sole discretion 
of DZ BANK. In order to comply with the regulations of the Securities Trading Act, it 
is possible that the publication of financial analyses is restricted at any time without 
any previous announcement for individual companies in the master list. 
The share prices are taken from Datastream, based on the Datastream codes 
given; they are closing prices in line with the Datastream system. 
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Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt am 
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RESPONSIBLE COMPANY 

DZ BANK AG Deutsche Zentral-Genossenschaftsbank, Platz der Republik, 60265 
Frankfurt am Main, Germany 
 
RESEARCH ANALYST COMPENSATION 

Research analysts are not compensated for specific investment banking transac-
tions. The author(s) of this report receive(s) compensation that is based on (among 
other factors) the overall profitability of DZ BANK, which includes earnings from the 
firm�s investment banking and other businesses. DZ BANK generally prohibits its 
analysts, persons reporting to analysts, and members of their households from 
maintaining a financial interest in the securities or futures of any companies that 
the analysts cover. 
 
DZ BANK RESEARCH � ALL COVERED COMPANIES  
Buy 70.1%, Hold 2.3%, Sell 27.6% 

 
PERCENTAGE OF COMPANIES WITHIN EACH CATEGORY FOR WHICH DZ 
BANK, DZ FINANCIAL MARKETS LCC AND/OR RESPECTIVE AFFILIATES 
HAVE PROVIDED INVESTMENT BANKING SERVICES WITHIN THE 
PREVIOUS 12 MONTHS 
Buy 15.6%, Hold 42.9%, Sell 6.0% 

 
CERTIFICATION 

Each DZ BANK research analyst who is involved in the preparation of this research 
report certifies that: 
a)  the views expressed in the research report accurately reflect such research 

analyst´s personal views about the subject securities and issuers; and 
b)  that no part of his or her compensation was, is, or will be directly or indirectly 

related to the specific recommendations or views contained in the research 
report. 

 
THE NUMERICAL ANNOTATIONS IN THE TEXT REFER TO THE 
NUMBERING OF THE NOTES BELOW (1-9) 

DZ BANK and/or its respective affiliate(s) 

1) beneficially owns 1% or more of any class of common equity securities of the 
subject company, 

2) has managed or co-managed a public offering of securities of the subject 
company within the past 12 months, 

3) beneficially makes a market in, or undertakes the designated sponsor  re-
sponsibilities of, the subject company. As such, the market maker may have 
an inventory position, either "long" or "short", in the relevant security and may 
be on the opposite side of orders executed on the relevant exchange, 

4) beneficially has received during the past 12 months compensation for invest-
ment banking services from the company, its parent, or its wholly owned or 
majority-owned subsidiary, 

5) holds a trading position, as that term is defined by German law, in shares of 
the company whose securities are subject of the research, 

6) entered into an agreement concerning the preparation of financial analysis 
with issuers of financial instruments, if these or financial instruments issued by 
them are the subject of the financial analysis, 

7) beneficially expects to receive or intends to seek compensation for investment 
banking services in the next 3 months from the company, its parent, or its 
wholly owned or majority-owned subsidiary. 

8) The author, or an individual who assisted in the preparation, of the report or a 
member of their respective households serves as an officer, director or advi-
sory board member of the subject company. 

9) The author, or an individual who assisted in the preparation, of the report or a 
member of their respective households has a direct ownership position in se-
curities issued by the subject company or derivatives thereof.  

Further information and compulsory data regarding financial analyses can 
be found under www.dzbank.de. 
  
DISCLAIMER 

1.a) This report has been prepared by DZ BANK AG Deutsche Zentral-
Genossenschaftsbank AG, Frankfurt am Main, Germany (�DZ BANK�) and has been 
approved by DZ BANK for distribution in Germany and other such locations as noted 
below. The authoring analysts are employed by DZ BANK. 
b) Our recommendations do not constitute any investment advice and consequently, 
they may not be fully (or not at all) suitable to individual investors, depending on their 
investment objectives, targeted holding period or the individual financial situation. The 
recommendations and opinions contained in this report constitute the best judgment 
of DZ BANK at the date and time or preparation of this document and are subject to 
change without notice as a result of future events or results. This report is for distribu-
tion in all countries only in accordance with the applicable law and rules and persons 
into whose possession this report comes should inform themselves about and ob-
serve such law and rules. This report constitutes an independent appraisal of the 
relevant issuer or security by DZ BANK; all evaluations, opinions or explanations 
contained herein are those of the author of the report and do not necessarily corre-
spond with those of the issuer or third parties. 
c) This report is being furnished to you solely for your information and may not be 
reproduced, redistributed or published in whole or in part, to any other person.  
d) DZ BANK has obtained the information on which this report is based from sources 
believed to be reliable, but has not verified all of such information. Consequently, DZ 
BANK, DZ Financial Markets LLC and/or their respective affiliates do not make or 
provide any representations or warranties regarding the preciseness, completeness 
or accuracy of the information or the opinions contained in this report. Further, DZ 
BANK assumes no liability for damages incurred as a result of distributing and/or 
using this report and/or which are connected to the utilization of this document.  
Any decision to effect an investment in securities should be founded on independent 
investment analysis and processes as well as other reports including, but not limited 
to, information memoranda, sales prospectuses or offering circulars rather than on the 
basis of this report. Whilst DZ BANK may provide hyperlinks to web sites of entities 
mentioned in this report, the inclusion of a link does not imply that DZ BANK en-
dorses, recommends or approves any material on the linked page or accessible from 
it. DZ BANK accepts no responsibility whatsoever for any such material, nor for any 
consequences of its use. 
e) This report is not to be construed as and does not constitute a public offer or an 
invitation to any person to buy or sell any security or other financial instrument. The 
information in this report does not constitute investment advice. In preparing this 
report, DZ BANK has not and does not act in the capacity of investment adviser to, or 
asset manager for, any person. 
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f) DZ BANK may have investment banking and other business relationships with the 
company or companies that are the subject of this report. DZ BANK�s research ana-
lysts also provide important input into the investment banking and other business 
selection processes. Investors should assume that DZ BANK, DZ Financial Markets 
LLC and/or their respective affiliates are seeking or will seek investment banking or 
other business from the company or companies that are the subject of this report and 
that the research analysts who were involved in preparing this material may participate 
in the solicitation of such business to the extent permitted by applicable law. DZ BANK, 
DZ Financial Markets LLC and/or one of its affiliates as well as their employees may 
have positions in the securities or effect transactions in the securities. 
g) Research analysts are not compensated for specific investment banking transac-
tions. The author(s) of this report receive(s) compensation that is based on (among 
other factors) the overall profitability of DZ BANK, which includes earnings from the 
firm�s investment banking and other businesses. DZ BANK generally prohibits its ana-
lysts, persons reporting to analysts, and members of their households from maintaining 
a financial interest in the securities or futures of any companies that the analysts cover. 
2. Specific information for the United States States of America and Canada: This 
research report is being provided by DZ BANK to U.S. investors in accordance with 
Rule 15a-6 under the Securities and Exchange Act of 1934. It is only being distributed 
to, and is only intended to be read by, major institutional investors as that term is de-
fined by Rule 15a-6. Any order for the purchase or sale of securities covered by this 
report must be placed with DZ BANK's U.S. registered broker-dealer affiliate, DZ Fi-
nancial Markets LLC. You may reach DZ Financial Markets LLC at 609 Fifth Avenue, 
New York, NY 10017, 212-745-1600. This research has been prepared outside the 
United States by analysts who may not have been subject to rules regarding the prepa-
ration of reports and the independence of research analysts like those in effect in the 
United States. The opinions, estimates and projections contained in this report are 
those of DZ BANK as of the date of this report and are subject to change without no-
tice. The information contained in this report has been compiled by DZ BANK from 
sources believed to be reliable but no representation or warranty, express or implied, is 
made by DZ BANK or its affiliated companies or any other person as to the report�s 
accuracy, completeness or correctness. Within the scope of application of the federal 
laws of the United States or the laws of the individual US states, the above exclusion of 
representations and warranties takes precedence over the exclusion of liability clause 
in Section 1, paragraph 4 above. The securities/ADRs discussed in this report are 
either listed on a US exchange, traded in the US over-the-counter, or traded only on a 
foreign exchange. Those securities that are not registered in the US may not be offered 
or sold, directly or indirectly, within the US or to US persons (within the meaning of 
Regulation S and under the Securities Act of 1933 (the �Securities Act�) except pursu-
ant to an exemption under the Securities Act. This report does not constitute an offer 
with respect to the purchase or sale of any security within the meaning of Section 5 of 
the Securities Act and neither this report nor anything contained herein shall form the 
basis of, or be relied upon in connection with, any contract or commitment whatsoever.  
In Canada it may only be distributed to persons who are resident in Canada to whom 
trades of the securities described herein may be made exempt from the prospectus 
requirements of applicable provincial or territorial securities laws. 
3.a) Specific information for the United Kingdom: DZ BANK is regulated by the 
German Financial Services Supervisory Authority (Bundesanstalt für Finanzdienstleis-
tungsaufsicht) for the conduct of business. However, to the extent that this report is 
being distributed in the UK, this report may be distributed only to and is directed only 
at Eligible Counterparties and Professional Clients within the meaning of the FSA 
Rules (such persons being referred to as "relevant persons"). This report must not be 
acted on or relied on by persons who are not relevant persons. Any investment or 
investment activity to which this report relates is available only to relevant persons 
and will be engaged in only with relevant persons. 
b) DZ BANK, DZ Financial Markets LLC and/or their respective affiliates expressly 
exclude all conditions, warranties, representations and terms (whether implied by 
statute, common law or otherwise) of any kind whether regarding the preciseness, 
completeness or accuracy of the information or the opinions contained in this report, 

or otherwise. Further, DZ BANK assumes no liability for direct or indirect damages or 
loss of any kind, whether arising in or for breach of contract, tort (including negli-
gence), breach of statutory duty, indemnity or otherwise, incurred as a result of dis-
tributing and/or using this report. Nothing in this Disclaimer is intended to exclude or 
limit or shall have the effect of, excluding or limiting, any liability for (i) fraud, (ii) death 
or personal injury caused by negligence, (iii) breach of terms regarding title implied by 
s.12 Sale of Goods Act 1979 and/or s.2 Supply of Goods and Services Act 1982, or 
(iv) any liability to the extent the same may not be excluded or limited as a matter of 
law. Within the scope of application of the laws of England, this Section 3 b) takes 
precedence over the exclusion of liability provisions in Section 1d) above. 
4. Specific information for Italy: This report must only be distributed in Italy to per-
sons as defined in Article 2(1) (e) of Directive 2003/71/EC (�Qualified Investors�). No 
other persons other than Qualified Investors should read, act, or rely on any informa-
tion contained in this report. Any activity to which this report relates will only be en-
gaged in with Qualified Investors. 
5. Specific information for Singapore: This report is distributed by DZ BANK Inter-
national Singapore Ltd. (�DZIS�) and DZ BANK Singapore Branch. Recipients of this 
report are to contact DZIS (Telephone No.: (65)-6513 8000) and DZ BANK Singapore 
Branch (Telephone No.: (65)-6438-0060) in Singapore in respect of any matters 
arising from, or in connection with, this report. If the recipient of this research report is 
not an accredited investor, expert investor or institutional investor (as defined under 
Section 4A of The Securities and Futures Act), DZIS and DZ BANK Singapore 
Branch accept legal responsibility for the contents of the report without any disclaimer 
limiting or otherwise curtailing such legal responsibility. 
The views and opinions in this report are our own as of the date hereof and are sub-
ject to change. This report is strictly confidential and is being supplied to you strictly on 
the basis that it will remain confidential. No part of this material may be  
(i) copied, photocopied, duplicated, stored or reproduced in any form by any means or  
(ii) redistributed or passed on, directly or indirectly, to any other person in whole or in 
part, for any purpose without the prior written consent of DZIS and DZ BANK Singa-
pore Branch. 
6. DZ BANK Research � Recommendation Definitions (Ratings System): 
(Except as otherwise noted, expected performance within the 12 month period from 
the date of the rating): 
Buy:  greater than 5% increase in share price 
Hold:  price changes between +5% and -5% 
Sell: more than 5% decrease in share price 
7.a) Note: - Any price targets shown for companies discussed in this report may not 
be achieved due to multiple risk factors, including, without limitation, market volatility, 
sector volatility, corporate actions, the state of the economy, the failure to achieve 
earnings and/or revenue projections, the unavailability of complete and accurate 
information and/or a subsequent occurrence that affects the underlying assumptions 
made by DZ BANK or by other sources relied upon in the report. 
b) DZ BANK may also have published other research about the company during the 
period covered that did not contain a price target but that discussed valuation matters. 
The price targets shown should be considered in the context of all prior published 
research as well as developments relating to the company, its industry and financial 
markets. 
c) DZ BANK is not obliged to up-date the research report. Investors must keep them-
selves informed about on the current course of business and any changes in the 
current course of business of the issuer. 
d) By using this report or by relying on it in any manner whatsoever you agree to be 
bound by the foregoing limitations. Additional information on the contents of this report 
is available on request. 
e) If any term of this Disclaimer is found to be illegal, invalid or unenforceable under 
any applicable law, such term shall, insofar as it is severable from the remaining 
terms, be deemed omitted from this Disclaimer and shall in no way affect the legality, 
validity or enforceability of the remaining terms.  
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RATING HISTORY  

Recommendation Date  Price 
Buy 5 Feb 2010 1.96 EUR 
Coverage stopped 21 Apr 2008 1.80 EUR 
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RESEARCH TEAM LIFE SCIENCE 

Dr. Christa Bähr, CFA Healthcare +49 � (0)69 � 74 47 � 72 42 christa.baehr@dzbank.de 

Michael Bissinger, CIIA Healthcare +49 � (0)69 � 74 47 � 4 20 13 michael.bissinger@dzbank.de  

Dr.Elmar Kraus Biotechnology/Pharmaceuticals +49 � (0)69 � 74 47 � 22 48 elmar.kraus@dzbank.de 

Thomas Maul Pharmaceuticals/Pharmaceuticals Trading +49 � (0)69 � 74 47 � 16 04 thomas.maul@dzbank.de 

 
INSTITUTIONAL SALES 

Germany, UK, USA, Italy, Switzerland, 
Austria, Scandinavia, Iberia, 
Sales Derivatives 

Alexander von Gilsa +49 � (0)69 � 74 47 � 49 90 alexander.von.gilsa@dzbank.de 

    
Equity Sales    
Germany Sven Rißmüller +49 � (0)69 � 74 47 � 67 10 sven.rissmueller@dzbank.de 

Benelux, France Heiko Klebing +49 � (0)69 � 74 47 � 49 95 heiko.klebing@dzbank.de  

Switzerland Petra Bukan +49 � (0)69 � 74 47 � 4992 petra.bukan@dzbank.de 

Austria Thomas Reichelt +49 � (0)69 � 74 47 � 6709 thomas.reichelt@dzbank.de 

Italy Barbara Schulz +49 � (0)69 � 74 47 � 1218 barbara.schulz@dzbank.de 

Scandinavia Guido Rohlfing +49 � (0)69 � 74 47 � 9 97 10 guido.rohlfing@dzbank.de 

UK, USA Lars Wohlers 
Ulrike Gafert 

+49 � (0)69 � 74 47 � 68 34 
+44 - 20 - 7776 - 6082 

lars.wohlers@dzbank.de 
ulrike.gafert@dzbank.de 

    
Sales Trading    
Sales Trading Sacha Kaiser +49 � (0)69 � 74 47 � 4 28 28 sacha.kaiser@dzbank.de 

    
Derivatives Sales    
Derivatives Sales Michael Menrad +49 � (0)69 � 74 47 � 9 91 95 michael.menrad@dzbank.de 

 
 
ACCESS TO DZ RESEARCH (CONTACT ANJA.BECK@DZBANK.DE) 

Bloomberg DZAG <GO>    

Reuters "DZ Bank" & RCH  <NEWS>   
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