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DISCLAIMER  
While every care is taken to ensure the accuracy of the information contained in this material, the facts, estimates, and opinions 
stated are based on information and sources which, while we believe them to be reliable, are not guaranteed. In particular, it 
should not be relied upon as the sole source of reference in relation to the subject matter. No liability can be accepted by 
Datamonitor, its directors, or employees for any loss occasioned to any person or entity acting or failing to act as a result of 
anything contained in or omitted from the content of this material, or our conclusions as stated. The findings are Datamonitor's 
current opinions; they are subject to change without notice. Datamonitor has no obligation to update or amend the research or 
to let anyone know if our opinions change materially.  

 

Ali Al-Bazergan Analyst 

 
Since joining Datamonitor Healthcare in early 2013, I have 
tracked an assortment of major pharmaceutical companies 
and their sales-based forecasts, providing insight into 
drivers of growth and how key portfolio and pipeline 
products contribute to overall strategic objectives. 

I am particularly interested in industry deals and M&A, and 
aim to leverage company metrics so as to provide a more 
immersive platform for our clients. 

 

If you have questions about the research, data, and 
findings within this document you can put your questions 
directly to the analysts. Simply email your questions to  
info@datamonitorhealthcare.com. 
 
To find out more about Datamonitor Healthcare,  
contact us at: 
 
email getcloser@datamonitorhealthcare.com 
phone +44 20 7551 9430 
Visit our website: www.datamonitorhealthcare.com 
Or follow us on Twitter: @DatamonitorHC 
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On 18 July, Shire accepted AbbVie’s fifth takeover offer of $53.7bn in cash and stock, resulting in one of the largest 

pharmaceutical industry transactions ever. The acquisition creates a new combined company with annual 
pharmaceutical revenues of $23.7bn, securing AbbVie’s status as a top 10 global player. It also represents a large 
chunk of the more than $200bn worth of deals involving pharmaceutical, medical, and biotechnology companies 
announced this year as the industry continues to consolidate in order to navigate headwinds and secure long-term 
growth.  

Table 1: AbbVie’s offers for Shire  

Value of offer  Date announced Details 

$39.04bn (£23bn) 5 May 2014 £38.97 per share (0.7680 AbbVie shares plus £16.23 in cash per Shire share) 

$40.22bn (£24bn) 13 May 2014 £39.96 per share (0.7680 AbbVie shares plus £17.13 in cash per Shire share) 

$46.50bn (£27bn) 30 May 2014 £46.11 per share (0.7988 AbbVie shares plus £20.44 in cash per Shire share) 

$51.19bn (£30bn) 8 July 2014 £51.15 per share (0.8568 AbbVie shares plus £22.44 in cash per Shire share) 

$53.7bn (£31bn) 13 July 2014 £53.20 per share (0.8960 AbbVie shares plus £24.44 in cash per Shire share) 

Number of Shire shares = 589.52 million. 

Source: AbbVie, 2014a D A T A M O N I T O R 

 

The transaction’s compelling rationale is two-pronged; it is principally tax-motivated, and serves to diversify 
AbbVie’s portfolio to reduce the company’s overreliance on Humira (adalimumab) revenues. AbbVie aims to 
leverage its commercial platform and global clout, using its “physician access relationships, regulatory and market 

access capabilities” for Shire’s portfolio and budding pipeline (AbbVie, 2014b). There are few synergies between 

the two companies, and smaller-scale sales teams for orphan diseases mean limited cost savings can be 
generated. 

The deal comprises of £53.20 per Shire share in cash and 0.8960 AbbVie shares per Shire share, with Shire 
shareholders owning 25% of the combined company. Shire adopted a compelling defense to drive up the price, 
stressing undervaluation in the midst of a two-month bidding battle. Shire had earlier rebuffed AbbVie’s previous 

four approaches as it earmarked a route to maintain sales momentum and double revenues to $10bn by 2020 as a 
standalone entity (Shire, 2014). 

In terms of acquisition costs, the deal represents a premium of approximately 53% to the price of Shire shares of 
£34.67 on 2 May 2014, which was the last business day prior to AbbVie's initial proposal. In contrast, US medical 
device maker Medtronic’s offer for Irish-based Covidien was lower at a 29% premium (Medtronic, 2014), while 
Pfizer’s failed $120bn bid for AstraZeneca represented a premium of 53%, emphasizing the draw of value and the 

willingness of pharmaceutical companies to pay large premiums for the benefits of tax inversions.  
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Figure 1: AbbVie and Shire overview  

 

Source: Datamonitor Healthcare D A T A M O N I T O R 
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Aside from portfolio and pipeline opportunities, AbbVie’s courtship of Shire has been incentivized by the tax 

benefits associated with re-domiciling to the UK. As the largest tax inversion to date, AbbVie has estimated that it 
could reduce its tax rate from about 22% in 2013 to 13% in 2016, providing a considerable accretion for the 
company. Furthermore, the territorial tax system under which earnings made overseas are not taxed domestically 
is embedded in the deal’s price. The ability to move cash around without paying US taxes on repatriation will 
provide the flexibility to use global cash flows for future deal-making, as well as returning cash to shareholders 
through dividends and a share repurchase program. 

         

The transaction is strategically sound for AbbVie as the company will be able to reduce its dependence on sales 
from its flagship immunology drug Humira, which accounted for a 57% share of its topline in 2013. As such, AbbVie 
will aim to leverage the acquisition to avert impending pressures on its portfolio. Shielding against patent expiry is 
crucial as Humira has a US composition of matter patent that is expected to expire in December 2016. By acquiring 
Shire’s growth platforms across rare diseases, neuroscience, and ophthalmology (see the table below), 
shareholder value will be increased as AbbVie is less tied to the future of Humira and as a result becomes a less 
risky proposition. The company has therefore announced that Shire chief executive officer Flemming Ornskov will 
remain to lead the integration and set up a new unit within the merged group focused on rare diseases. 

Table 2: Shire key marketed products  

Product  2013 sales ($m) 2018 sales ($m) Indication 

Vyvanse (lisdexamfetamine) 1,228 2,348 ADHD 

Elaprase (idursulfase) 546 657 Hunter syndrome 

Lialda/Mezavant (mesalazine) 529 576 Ulcerative colitis 

Replagal (agalsidase alfa) 468 501 Fabry's disease 

Adderall XR (amphetamine) 375 61 ADHD 

Vpriv (GA-GCB)  343 460 Gaucher's disease 

Intuniv (guanfacine) 335 56 ADHD 

Pentasa (mesalazine) 281 177 Ulcerative colitis 

Firazyr (icatibant) 235 345 Hereditary angioedema 

Fosrenol (lanthanum) 183 119 Hyperphosphatemia 

Xagrid (anagrelide) 99 80 Essential thrombocythemia 

ADHD = attention deficit hyperactivity disorder 
Source: Datamonitor Healthcare; company-reported information D A T A M O N I T O R 

 

In June, Shire laid out its questionable unrisked projections to double its revenue to $10bn by 2020, with about 
$3bn potentially coming from its pipeline. Over the mid-term, there are potential launches in neuroscience and 
ophthalmology that have been earmarked for potential upside (see the figure below). Namely, SHP-465 for the fast-
growing attention deficit hyperactivity disorder adult segment, and LDX for binge eating disorder will become 
important pipeline projects for the combined company. In ophthalmology, planned filings for the acquired dry eye 
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disease drug lifitegrast, and premiplex (mecasermin rinfabate) for infant retinopathy will also generate significant 
sales growth, with the former forecast by Datamonitor Healthcare to reach revenues of $274m in 2018. 

 

Figure 2: Shire pipeline overview  

 

Source: Sagient BioMedTracker, Copyright 2014, reprinted with permission D A T A M O N I T O R 

 

As for AbbVie, the company has numerous drugs in late-stage clinical trials or awaiting a decision from US 
regulators. The company is primarily focused on carving a position in the increasingly crowded hepatitis C market 
with its 3D regimen, which is forecast by Datamonitor Healthcare to reach peak sales of $3,514m in 2016. Other 
products also enhance the strength of the pipeline, including the multiple sclerosis drug daclizumab (forecast to 
reach peak sales of $563m in 2021), elotuzumab for multiple myeloma (forecast to reach peak sales of $110m in 
2022), and Parkinson's disease treatment Duopa (levodopa/carbidopa) (forecast to reach peak sales of $177m in 
2018). 
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The accepted price for the transaction represents considerable value for both companies and their shareholders. 
For AbbVie, the acquisition is coming in at the right time to alleviate pressures on its portfolio, which leans heavily 
on Humira. Diversifying into attractive rare diseases and specialty pharma will stand the company in good stead to 
secure its long-term growth prospects. Coupled with a more efficient tax structure and opportunities for operational 
synergies, AbbVie’s management will create even more value for investors with control over global cash flows and 

its future capital allocation strategy. The acquisition also prevents AbbVie becoming a target for consolidation itself 
in the short term. Interestingly, if the US tax system continues to incline companies towards inversions, the 
combined entity could itself become prey for a tax inversion in the future.  

The acquisition sits sixth in the top 10 biggest pharmaceutical M&A deals to date, as shown in the table below. 

   

Table 3:  Top 10 biggest pharmaceutical M&A deals 

 
Year Acquirer Target Deal type Total value ($bn) 
1999 Pfizer Warner-Lambert Acquisition 87.3 

2004 Sanofi Aventis Acquisition 73.5 

2000 GlaxoSmithKline SmithKline Beecham + Glaxo Wellcome Merger 72.4 

2002 Pfizer Pharmacia Acquisition 64.3 
2009 Pfizer Wyeth Acquisition 64.2 
2014 AbbVie Shire Acquisition 53.7 

2009 Merck & Co Schering-Plough Acquisition 47.1 

2008 Roche Genentech Acquisition 44 
1998 AstraZeneca Astra + Zeneca Merger 30.4 

1996 Novartis Ciba-Geigy + Sandoz Merger 29 

Source: Datamonitor Healthcare; company-reported information (global) D A T A M O N I T O R 
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Bringing you a clearer, richer and more responsive view of the pharma & healthcare market. 
 
Complete market coverage 
Our independent research and analysis provides extensive coverage of major disease areas, 
companies and strategic issues, giving you the perspective to identify opportunities and 
threats arising from shifting market dynamics and the insights to respond with faster, more 
effective decision-making. 
 
Unique expert capabilities 
With teams located across developed and emerging pharma markets, we are uniquely 
placed to understand local healthcare trends and provide accurate and reliable 
recommendations. By working closely with our partners at MedTrack, Citeline, SCRIP 
Intelligence and Informa Healthcare, our experts are able to share data and resources to 
produce the most authoritative and robust market intelligence.  
 
Cutting-edge delivery 
Available through single reports or via subscription to our state-of-the art online intelligence 
service that features intuitive design and interactive capabilities, our analysis offers the 
definitive platform to enhance your product management, market assessment and strategic 
planning. 
 

 

To find out more about  
Datamonitor Healthcare, please contact us at: 
 
email info@datamonitorhealthcare.com  

phone +44 20 7551 9430 

website: www.datamonitorhealthcare.com  

Twitter: @DatamonitorHC 


