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Introduction

The Canadian pharmaceutical market is the 8th largest globally and as such
represents an important market for generics manufacturers. Although historically
dominated by domestic generics companies, mergers and acquisitions over the
last five years have increased the dominance of foreign players.

As well as the size of the pharmaceutical market in Canada, global generics companies have
also been attracted by other factors including the lack of regulations on generic pricing.
However changes such as the new market exclusivity laws will present new challenges in this
expanding generics market.

Key findings and highlights

» The Canadian generics sector has recorded steady growth over recent years to become
one of the more mature generics markets compared to the other major pharmaceutical
markets. However a number of issues impacting the market make it a very different
operating environment compared to the neighboring US market.

» Domestic generics manufacturers have historically had an advantage in this market
however overseas players have increased there presence through acquisitions over recent
years to enable them to benefit from the same advantages.

Reasons to buy

» Assess the size of the Canadian generics market relative to the other major markets
globally

+ Examine the growth drivers and resistors that are shaping this significant generics market

» Benchmark the key companies operating in the Canadian generics market
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“..Differences in healthcare environment and cost-containment initiatives between
provinces increase the complexity of operating in the Canadian generics market...”

Pam Narang, Report author
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among the leading players...”
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Datamonitor: Your total information solution

Datamonitor is a premium business information company helping 5,000 of the world's leading

companies across the Automotive, Consumer Markets, Energy, Financial Services, Healthcare

and Technology sectors.

Our products and services are specifically designed to support our clients’ key business

processes — from corporate strategy to competitive intelligence. We provide an independent and

trustworthy source of data, analysis and forecasts to improve these processes and ultimately, to

help grow your business.

Corporate Strategy Make more effective strategic
& Business Planning Quality and business decisions
Data
Product Development Accelerate delivery
& Commercialization of commercial success HELPING
Expert TO GROW
Analysis YOUR
Targeting & Assess and influence your BUSINESS
Influencing the Market commercial and market
environment
Future
Market & Forecasts Maintain or obtain critical
Competitive Intelligence competitive advantage
Nothing speaks louder than our clients
3M Boots GlaxoSmithKline Ranbaxy
Abbott Bristol-Myers Squibb IBM Recordati
Accenture Cantab Immuno AG Sankyo
Alcon Labs Caremark International Johnson & Johnson sanofi-aventis
Allergan Chiesi Jouveinal Schering AG
Almirall-Prodesfarma Chiron LEK Schering-Plough
Altana Pharma AG Chugai Lipha Schwarz Pharma AG
Amersham CMC Co Lundbeck Serono
Amgen Daiichi Merck KGaA Shire Pharmaceuticals
Amrad Deutsche Morgan Merck & Co Solvay Pharmaceuticals
Angelini Acraf Grenfell Millennium Takeda
Astellas Elan Pharmaceuticals TAP Pharmaceutical
AstraZeneca Eli Lilly Nabi Biopharmaceuticals Teva
AT Kearney Esteve Novartis ucB
Baxter Flamel Novo Nordisk Uriach
Bayer Healthcare AG Fournier Pfizer Vernalis
Beaufour Ipsen Gehe Pharmachemie Viatris
Biochemie Genzyme Pierre Fabre Wyeth
Biogen Idec Gilead Pliva

Boehringer Ingelheim

Gist Brocades
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Procter & Gamble

“..89% of our clients use Datamonitor research
to develop competitive intelligence...”

Source: Datamonitor Customer Research
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Interested in this topic?

Datamonitor’s 21st century Insight portfolio provides access to detailed research
and analysis on a comprehensive range of strategic issues within the global
pharmaceutical industry, with actionable recommendations to support your
strategic decision-making.

Also available in this portfolio

Generic Series: Benchmarking Patent Expiries — Key Factors Affecting Brand Erosion at
Patent Expiry

Case study and trend analysis of branded sales and volume erosion of pharmaceutical products
in the US, and 5EU markets (France, Germany, Italy, Spain and UK), during the first two years
of generic competition.

Published: Apr-07 Product code: DMHC2290

Global Generics Guide: Part 2 — Benchmarking country markets and strategic issues
An overview of generics in the seven major markets, with a review of policies and strategies
being implemented to promote generic use. Also examines key strategic issues in the market,
including M&A, authorized generics, and an update on biosimilars.

Published: Jun-06 Product code: DMHC2216

Global Generics Guide: Part 1 — Benchmarking the key players

Provides profiles of the leading companies in the generics industry, with an overview and
assessment of the various business model structures, and analysis of the leading companies'
performance in 2005 using a number of benchmarking measures.

Published: Apr-06 Product code: DMHC2169

For more information about our products visit www.datamonitor.com/healthcare
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Key trends and leading companies shaping the
market

The size and steady growth of the Canadian generics market have attracted global generics
players to expand their presence here resulting in only a handful of domestic companies
remaining.

Changes in market exclusivity present new challenges for generics companies in Canada,
but opportunities for growth remain.

Reference Code: DMHC2294

Publication Date: 05/2007
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Figure 3: The generic market share as a percentage of total

pharmaceutical sales varies across markets
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* The size of the Japanese market is estimated at 5-8% of the value and 12-16% of the volume of the
total pharmaceutical market, therefore median values of 6.5% and 14%, respectively, have been taken

Source: EGA (2005); Stada Annual Report (2005); GPhA (2006); DATAMONITOR
IMS data adapted from the Canadian Generic Pharmaceutical

Association Market Trends web page,

http://www.canadiangenerics.ca/en/resource/market _trends.shtml

The Canadian pharmaceutical market had the third-highest generic penetration in
terms of value in 2005, when compared to the eight largest pharmaceutical markets,
with only Germany and the UK recording higher value penetration. Its position ahead
of the US is due to the lower generic prices in the US, although generic penetration in
terms of volume in the US was higher in 2005 at 56% (GPhA FAQ web page,
http://www.gphaonline.org) compared to 43.4% in Canada (IMS data from the
Canadian Generic Pharmaceutical Association Market Trends web page,
http://www.canadiangenerics.ca).

The increased use of generics may be a consequence of cost-containment measures
such as the fact that pharmacists are encouraged to substitute branded drugs for
cheaper generics. This is in response to the rising cost of branded drug prescriptions
over the last 10 years, having grown by 79% to $54.50, compared to generic
prescriptions which increased by a more modest 46%, to $21.40 in 2005 (IMS data
from the Canadian Generic Pharmaceutical Association Market Trends web page,

An Introduction to the Canadian Generics Market DMHC2294
© Datamonitor (Published 05/2007) Page 15
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Figure 4: Key issues in Canadian generic industry, 2007
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A range of resistors impact generic market growth

Market exclusivity extension: generics companies must wait longer for generic
entry

Although the launch of most drugs falls squarely within the 20-year patent protection
period, approximately 25% enter the market after patent expiration, or just before
(Generic drug firms to fight new rules, 2006, www.canada.com). Such drugs are
protected by a period of market exclusivity, which until recently had been five years in
Canada, in order to ensure that there is an incentive to launch. However, in October
2006, the government extended this to eight years, with an additional six months for
drugs with pediatric indications (Government of Canada amends intellectual property
rules for pharmaceuticals and bio-pharmaceuticals, 2006, www.digital-copyright.ca).

These changes to Canada’s intellectual property legislation exceed international
requirements, and have been received with mixed feeling. The CGPA, which has
challenged the changes, estimates that had the extension been in place five years
ago, an extra $512m would have been added to prescription costs, with generic

An Introduction to the Canadian Generics Market DMHC2294
© Datamonitor (Published 05/2007) Page 18
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established companies have sufficiently high profit margins across their portfolio to be
able to undercut newer entrants on individual products. Additionally, such companies
are likely to have pre-existing contracts with distributors and retailers across multiple
product lines, and are in a position to offer more lucrative ‘deals’ than single product
sellers.

Apotex —the largest Canadian-owned generics manufacturer
in Canada

Overview

The Apotex Corporation is a group of privately-owned companies that together
comprise Canada’s largest pharmaceutical manufacturer. Although as a privately
owned company Apotex does not release full financial information, the company’s
website does report that annual sales exceed $763m. Founded in 1976 by the
Sherman family, the company has grown rapidly and now employs over 6,000
people. The Apotex portfolio contains 260 generic products, putting it approximately
midway in terms of portfolio size compared to the other companies profiled in this
report. The company supplies to over 6,000 of the estimated 7000 retail pharmacies
in Canada and to 1,500 hospitals.

Apotex sells its products in more than 115 countries including the seven major
markets (US, Japan, France, Germany, ltaly, Spain and the UK) and emerging
markets. International sales are conducted either via wholly-owned subsidiaries or
through marketing agreements with local suppliers, making company alliances an
important means for Apotex to expand its export potential (Teva corporate website,
www.apotex.com). As is the case for most generics companies, the size and pro-
competitive environment of the US market is a powerful lure, and Apotex is likely to
consolidate its presence here with both generic and biosimilar products. Indeed in a
high profile illustration of its involvement in the US market Apotex launched a generic
version of BMS's cardiovascular drug Plavix (clopidogrel), following a patent dispute
gone awry with BMS and Sanofi-Aventis in August 2006. This move had significant
impact on both of the branded companies involved.

All of Apotex’s revenues are derived from sales of generic drugs.

Company strategy

Apotex has grown to become the largest generics manufacturer in Canada, in part by

cultivating a broad generic portfolio and an extensive manufacturing and distribution
An Introduction to the Canadian Generics Market DMHC2294
© Datamonitor (Published 05/2007) Page 26
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