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From Binary Bets
to Calibrated Value

Re-Writing Distress in Biopharma

Market Reality: Distress is Structural

Understanding the Current Market Distress

* The biopharma industry is experiencing structural distress, characterized by a significant decline in
global M&A deal volume, down approximately 40-50% from 2021 levels.’

* There is a noticeable shift towards milestones making up a larger share of totaldeal value, as

opposed to upfront payments.?

* Despite many late-stage biopharma assets showing promising efficacy and safety profiles,
transactions are stalling due to capital misalignment and unrealistic commercial expectations.?

Distress Dynamics and Expectation
Challenges

A growing share of distressed biopharma
assets exhibit clear biological rationale,
reproducible efficacy signals, and
acceptable safety profiles. Yet many fail to
transact. Increasingly, assets are failing
not due to science but due to the
expectations, capital assumptions, and
scope built around them.

The Hidden Driver of Distress:
Expectation Lock-In

After raising and deploying significant
capital, leadership teams face pressure to
defend sunk costs and sustain aspirational
narratives tied to valuation and investor
return targets.

The Calibration Lens: How Value Breaks Down

Anonymized Case Study

Situation: Late Phase 2 asset with validated
biology and consistent efficacy stalled after
being positioned as category-defining,
requiring a large registrational program and
full commercial build.

Challenge: Despite consistent scientific
results, a failure to recalibrate expectations
in time eroded buyer confidence and deal
optionality.

Opportunity: Recalibrate capital needs to
match projected commercial profile.

-’T-\ Evidence Maturity: What the data can credibly support today

m Capital Intensity: What the development plan requires to proceed

'ﬁ‘ Commercial Scope: What the launch model assumes at approval
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Binary vs. Calibrated Deal Mindsets

1010
1010 Binary Model: All three must peak simultaneously.

Calibrated Model: Deliberately decouple and stage them

Binary Mindset Calibrated Mindset

ath

Asset must be transformational Asset must justify capital & complexity
Maximal scope upfront Scope tied to credible inflections
Spend justified by peak sales Spend disciplined by evidence & payer reality
Distress = failure Distress = misalignment
Whole-company or nothing Asset deals, carve-outs, options
Value defined post-close Value architecture designed pre-signing

Adopting a calibrated approach aligns development with credible data inflections and
realistic commercial scope, enabling asset-level deals that preserve value and optionality.

Conclusion

The biopharma sector's historical reliance on binary bets is evolving towards rewarding
disciplined, flexible, and continuously calibrated approaches. Distress should be viewed
not as a failure but as a strategic opportunity when approached with the right mindset.

"Public biopharma M&A; databases and investment bank sector reviews (2021-2024). 2 Review of disclosed U.S. biotech licensing and M&A; transactions
indicating milestone-weighted structures post-2021. ® Blacklight analysis of late-stage biopharma assets with statistically significant efficacy failingto transact
dueto capital and scope misalignment.
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