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Highlights of Major Pharmaceutical Companies’ Financial
Results for Fiscal Year Ended March 2022

The following are Japan Credit Rating Agency, Ltd. (JCR)’s perception of the current status and highlights
for rating concerning the financial results for the fiscal year ended March 2022 (FY2021) and earnings
forecasts for FY2022 of the following four Japan’s major pharmaceutical companies (the "Companies"):
Takeda Pharmaceutical Company Limited ("Takeda Pharmaceutical"), Astellas Pharma Inc. ("Astellas
Pharma"), Eisai Co., Ltd. ("Eisai") and DAIICHI SANKYO COMPANY, LIMITED ("DAIICHI SANKYQ").

1. Industry Trend

Demand for pharmaceuticals, which are indispensable for the maintenance of life and quality of life, is
stable. In recent years, the global ethical pharmaceuticals market has been growing at an average annual
rate of about 5%, and the market size is considered to have expanded in 2021. While the negative impact
of the COVID-19 pandemic has generally been limited, companies such as Pfizer, BioNtec, and Moderna,
which manufacture and sell the vaccine, have seen significant sales growth.

In FY2021, the domestic ethical pharmaceuticals market grew by about 3%. In addition to a recovery
of sales after a temporary drop due to the COVID-19 pandemic, growth in sales of anticancer drugs and
other products offset the impact of the revision of drug prices implemented in April 2021. However, the
pressure to restrain drug costs remains strong, as drug prices were reduced by about 600 billion yen on
a medical cost basis in April 2022. As the business environment becomes increasingly severe, it will be
important for new drug makers to continue to launch superior products and maximize the revenues from
them. The focus of attention will be on R&D in response to the diversification of therapeutic approach and
progress in strengthening the business base in China and other overseas markets.

A series of problems related to manufacturing and quality control were uncovered mainly at generic
drug manufacturers, including Kobayashi Kako and Nichi-lko Pharmaceutical, and they were ordered to
suspend operations in 2021. In response, Kobayashi Kako transferred its production facilities and
personnel of related divisions to Sawai Group Holdings in March 2022, and withdrew from the
manufacture and sale of pharmaceuticals. Nichi-lko Pharmaceutical posted a large loss in FY2021 due
to deteriorating performance caused by delays in the restart of plant operations and an impairment loss
on goodwill of a US subsidiary acquired in 2016, forcing it to file for Turnaround ADR in May 2022. This
was an opportunity to reaffirm that thorough manufacturing and quality control based on proper
governance, discernment and business management of acquisition targets, and building a strong
financial base are extremely important factors in ensuring the sustainability of a pharmaceutical
company's operations.

2. Financial Results

For FY2021, the four companies posted combined revenue of 6,666.3 billion yen (up 10.1% year-on-
year) and operating profit of 743.3 billion yen (down 2.3% year-on-year). Revenue increased for all
companies, while operating profit decreased for Takeda Pharmaceutical, and increased for all three
companies except Takeda Pharmaceutical. In terms of revenue, sales of each company's mainstay
products were generally favorable, and the positive effect of currency translation due to the weaker yen
also contributed to revenue growth. By region, revenue increased for all companies except for Japan, but
in Japan, Takeda Pharmaceutical's revenue increased, DAIICHI SANKYOQ's revenue remained flat, and
Astellas Pharma’s and Eisai's revenues decreased. Takeda Pharmaceutical's domestic revenue includes
the sale of its diabetes products portfolio, and the reality is that it is difficult for the Companies to increase
revenue in Japan, where pressure to curb drug costs is intensifying. Their total operating profit strongly
reflects Takeda Pharmaceutical's trend, with the main reason for Takeda Pharmaceutical's lower profit
being the disappearance of gains from the sales of its OTC business and non-core assets recorded in
the previous fiscal year. On the other hand, other three companies all secured profit growth. The growth
of mainstay products offset the increase in R&D and other expenses. Total R&D expenses amounted to
approximately 1.2 trillion yen, up more than 10% from the previous fiscal year, and accounted for 18.0%
of revenue (17.5% in the previous fiscal year). In addition to the impact of foreign currency translation,
this is thought to reflect the aggressive R&D activities of each company
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On the financial front, each company maintained a certain level of financial base. Takeda
Pharmaceutical has over 4 trillion yen in loans payable and corporate bonds as of the end of March 2022,
but its net debt/adjusted EBITDA ratio, as defined by it, declined from 4.7x as of the end of March 2019
to 2.8x as of the end of March 2022, indicating that its financial structure has been steadily improving.
The ratio of equity attributable to owners of the parent of three companies excluding Takeda

Pharmaceutical was almost unchanged from the previous fiscal year at around 60%, indicating that they
have maintained a favorable financial structure.

3. Highlights for Rating

For FY2022, the Companies forecasts to achieve a revenue in total of 6,983 billion yen (up 4.8% year-
on-year) and operating profit of 949 billion yen (up 27.7% year-on-year). Three companies other than
Eisai are forecasting higher revenues, based on the robust sales trends of mainstay products and
assumed foreign exchange rates. Eisai is considered to expect that it will be affected by the drug price
revision in Japan and a decrease in lump-sum revenue related to its mainstay products. All companies
are forecasting higher operating profit, and Astellas Pharma and DAIICHI SANKYO will have large profit
growth rates. The reason behind these two companies' plans is that they expect a decrease in one-time
expenses, such as impairment loss on intangible assets, which was recorded in the previous fiscal year.

There has been variation in the direction of each of the Companies' performance forecasts in every
year. This reflects the characteristics of the pharmaceutical industry, where the competitive environment
and sales trends vary greatly from product to product, and R&D expenses tend to fluctuate depending on
the progress of clinical trials of development candidates. Regarding each company's major products, it is
important to pay attention to its efforts to maximize product value by adding new indications and
expanding the sales territory, and changes in the competitive environment, such as launch of generic
drugs and rival drugs, and to review the medium-term revenue outlook from time to time.

In terms of finances, JCR is watching M&As and their accompanying changes in financial structure.
Major companies are proactively using M&As, and even if each deal in size is small, multiple deals can
be carried out in rapid succession. In addition, as a result of M&As and other developments to date, there
are some companies that have a large amount of goodwill and intangible assets, including Takeda
Pharmaceutical. Although each company's equity attributable to owners of the parent is ample and has a
certain level of financial durability, attention should be paid to these impairment risks.

Akihisa Motonishi, Yosuke Sato

(Chart 1) Financial Results of Major Pharmaceutical Companies (JPY 100 mn)
Net Profit
FY Revenue Operating Profit éwri]%lﬁtsagﬁrt‘g R&D Expenses
Parent

_ 2020 31,978 5,093 3,760 4,558

Takeda F(’:;‘gg‘)ace“tm' 2021 35,690 4,608 2,301 5,261
2022F 36,900 5,200 2,920 5,700

2020 12,495 1,361 1,206 2,245

ASte'zjzg;‘)arma 2021 12,962 1,557 1,241 2,460
2022F 14,430 2,690 2,080 2,540

o 2020 6,459 518 421 1,503

(f;‘;?l) 2021 7,562 538 480 1,717

2022F 7,000 550 580 1,590

2020 9,625 638 760 2,274

DA”C;;Q)NKYO 2021 10,449 730 670 2,541
2022F 11,500 1,050 830 3,070

2019 60,558 7,609 6,147 10,580

Total 2020 66,663 7,433 4,691 11,979

2021F 69,830 9,490 6,410 12,900

(Source: Prepared by JCR based on financial materials of above companies)
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(Chart 2) Financial Structure of Major Pharmaceutical Companies
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(JPY 100 mn, %, times)

FY

Equity
Attributable to
Owners of the

Parent

Corporate Bonds
and Loans
Payable

Ratio of Equity

Attributable to

Owners of the
Parent

DER

Takeda Pharmaceutical* 2020
(4502) 2021

54,230
59,330

43,854
40,954

42.0
45.0

0.8
0.7

Astellas Pharma 2020
(4503) 2021

13,861
14,603

2,000
1,400

61.0
62.6

0.1
0.1

Eisai 2020
(4523) 2021

7,032
7,488

899
949

64.5
60.4

0.1
0.1

DAIICHI SANKYO 2020
(4568) 2021

12,721
13,509

1,838
1,635

61.0
60.8

0.1
0.1

*Figures for Takeda Pharmaceutical are those after consideration of equity content of subordinated bonds.
(Source: Prepared by JCR based on financial materials of above companies)
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Issuer: Takeda Pharmaceutical Company Limited

Long-term Issuer Rating: A+

Issuer: Astellas Pharma Inc.
Long-term Issuer Rating: AA+p

Outlook: Stable

Outlook: Stable
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Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. However, because of the possibility of human or mechanical error as well as other factors,
or merck bility, or fitness for any particular purpose, with respect to any such

JCR makes no representation or warranty, express or implied, as to accuracy, results, adequacy, ti

information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regardmg redemption possibility, etc. of financial obligations
assumed by the issuers or financial products, and not statements of opmlon rcgardmg any risk other than credit nsk such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments
are statements of opinion, and not statements of fact as to credit risk d dations regardmg s to hase, sell or hold any securities such as individual bonds or commercial paper.
The ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR receives a rating fee paid by issuers for
conducting rating services in principle. JCR retains all rights pertaining to this document, including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating
data, is prohibited, whether or not wholly or partly, without prior consent of JCR.

JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities.

JCR publishes its press releases regarding the rating actions both in Japanese and in English on the same day. In case that it takes time to translate rating rationale, JCR may publicize the summary version,

which will be replaced by the full translated version within three business days. (Regarding Structured Finance products, JCR only publicize the summary version in English.)
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