JPMorgan CAZENOVE

Roche

Reiterate OW: Pipeline catalysts including Bladder
Cancer data to drive the shares

Heading into ASCO, on May 31", where Roche will present new data for its

PD-L1 in bladder cancer, we have examined the market potential of this

cancer. While it is relatively small at only $0.8bn in PD-L1 high patients, the

Roche data should serve to further highlight the immuno-onocolgy

opportunity. Bevond bladder cancer data at ASCO, potential in other tumours

and the data in combination with Avastin, if positive, have the potential to
drive further upside to PD-L1 forecasts, although on the 10714 call Roche
seemed more cautious than previously around the Avastin combo opportunity.

Beyond PD-L1, phase [1 ROMULUS data for the Anti-79b in NHL (ASCO on

May 31%) should provide another leg to Roche’s growth strategy for the

Rituxan franchise, and Kadcyla data in 1st line Breast Cancer from the

MARIANNE trial in 2H'14 should cement growth for the HER 2 franchise.

With these catalysts to come we reiterate our Overweight and Dec-14 SFr280

PT, offering 9% potential upside.

* Bladder Cancer opportunity has potential to add a further 50.3bn in
sales for Roche's PD-L1: Ahead of the ASCO meeting where first data will
be presented for Roche's PD-L1 on Sat May 31 we have examined the
market potential for Bladder cancer. Assuming just use in PD-L1 high
patients we see a market worth $0.8bn, while use in PD-L1 low patients
could add a further 50.6bn. As Roche are only conducting a single arm
phase I trial next, we conservatively assume that Roche will not reach the
market until 2018 and can only take 40% of the market, vielding a %0.3bn
peak sales opportunity See inside this note for our detaled review of the
Bladder Cancer opportunity.

= Roche continues to explore PD-L1 in further tumour types, although
there are no timelines for disclosure or data presentation: On the
1014 conference call Roche highlighted that they continue to explore PD-
L1 in other tumour types, for which they will release data as they become
mature. Based on disclosed Phase [ clinical tnals in colorectal cancer, we
continue to behieve that this could be one of these indications which would
offer a PD-L1 positive market potential of $5.5bn.

# Estimates trimmed post 10} sales for slightly inecreased FX headwind:
We have reduced our Core EPS estimates by 1% for 2004-2017 based on a
1% inerease to the FX headwind on sales and Core Operating income.
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FYE Dec 2013A 2014E 2014E 2015E 2015E 2016E
[Frev) [Cuwrp (Prev) (Cunr)
Revenue FY (SF mn) 46,780 47,0589 46,723 49,766 49336 51,272
EBIT FY (SF mn) 17,904 18,001 17,857 19,244 18 281 18,884
EBIT Margin FY 38.3% 38.3% 38.2% 38. 7% 38.5% 38.8%
EBITDA FY (SF mn) 20,647 20503 20,358 21,830 21576 22 558
Met Profit FY (SF mn) 12,316 12,604 12,563 13,754 13,622 14,454
Adj. EPS FY [5F) 14.27 14.60 14.56 15.84 15.78 16.75

Adj PIE FY 17.8 17.4 17.4 159 16.1 192
Dividend Yield FY ) 31% 3.1% 3.2% 3.2% 3.4% 3.6%
Source: Company data, Bloomberg, [ Morgan estimates
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Executive Summary

Going into ASCO where Roche will present new data for its PD-L1 in bladder cancer
on May 31 we have examined the market potential of this cancer. While it is a
relatively small market opportunity at only $0.8bn in PD-L1 high patients, these data
should serve to further highlight the immuno-onocolgy opportunity for Roche.

Bevond bladder data at ASCO, PD-L1 potential in other tumours and the data in
combination with Awvastin, if positive, have the potential to drive upside to PD-L1
forecasts but also to remove concerns over the sustainability of the Avastin franchise
{worth 17% of EmV). Although on the 10714 call Roche scemed more cautious
than previously around the Avastin combo opportunity.

Beyond PD-LI, phase [1 ROMULUS data for the Anti-79b in NHL (Non-Hodgkin's
lymphoma) also at ASCO (May 31) should provide another leg to Roche's existing
growth and protection strategies for the Rituxan franchise (which currently include
Gazyva replacing Rituxan; BCL-2 use on-top of Rituxan) and Kadeyla data in 1st
line Breast Cancer from the MARIANNE trial in 2H14, which should cement growth
for the HER. 2 franchise.

With these catalysts to come we reiterate our Overweight and Dec-14 SFr280
Price Target, offering 9% potential upside.

Table 1: Roche Key Expected Newsflow in 2014

1H 2014 mGIub negalive allosteric madulator Phase Il dala (Margald) in adjuncl ireatmant of MDD jdata expacted in H2 313 - LIP decision in

[basimgluranl) 1HZ014)

1H 214 miGlu2 regalive allostarc madulatos Phase | dala (ARDeCa) i adjuncl realmant of MDD [lral expacled 1o complele May 2014)
[dacaglurant)

1H 2014 Anli- Faclor D {lampalizurmab) Phase Il prograssion dacision in dry AMD

1H 2014 “Ficllisib (F13 Kinase| Phase Il dala (FERGI) in 2L ER+ matastatic breas! cancer and polanlial LIP decision

1H 2014 agilalisib (Pl3kinase'mTOR dual inhibitor) Phase |l dala (MAGGIE) in andomelrial cancer and polantial LIP decision

May 31 Asli-POL1 (MPOLZXE0A) Diata in new turmar type (Badder cancar) al ASCO (analye! maeling oa Juna 1)

May 31 Anb-T0 ADC (palabuzumab vedating ROMULUS phase | PFS data in NHL [ralapsedirafractary FL 82/3 lina DLBCL) data al ASCO

hlay 30 -Jun 3 Bel-2 inhibibar Phase | in CLL [comba with Rituxan) and DLBCL

May 30 -Jun 3 Avaslin HZH Avaslin vs. celuximab m mCRC (CALGE 80405 sludy)

Blay 30 -Jun 3 Cebimalinib [MEK inhibitar] Phase Ib (BRIMT) data for Zeboral + Cobimalinit

Jun 21 Jun 24 Oral Oclractida Phase Il dala in acromegaly 1o be presented al ENDO (Juna 21-24)
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