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Restricted Keytruda Label as Expected; See Opdivo
Maintaining Leadership Position - ALERT

Today, the FDA approved Keytruda (PD-1) with a companion diagnostic
(PD-L1 THC 22C3 pharmDx test) for second-line PD-L1+ lung cancer
patients. The restricted label is generally in line with expectations and is
likely to broaden over time as data from additional trials support
Keytruda's efficacy in a larger patient population. Given that Opdivo is
already approved in an all comer sg-NSCLC population and Keytruda has
been granted a restricted label, we expect the uptake to be skewed towards
the PD-L1+ non-sq patients. For, BMY, today’s Keytruda label further
reinforces our view that Opdivo will maintain a clear leadership position in
the NSCLC marketplace. Owerall, we continue to see Merck as a
competitive /O player with a lead in multiple tumors with large unmet
need such as HNSCC and colorectal tumors harboring MMRE mutations.

* Kevtruda approved in 2L PD-L1+ NSCLC. The FDA approved
Keytruda for use with a companion diagnostic in PD-L1+ second-line
lung cancer patients who have been previously treated with
chemotherapy. The approval was based on patients with PD-LI
expression in =50% of tumor cells, which showed an ORR of 41% and a
16 month OS rate of 55-60%. Further, although the data are immature
the survival benefit seen was similar to the OS5 rates for Opdivo in high
PD-L1 expressers. As a result we see a healthy uptake of Keytruda in 2L
PD-L1+ patients.

* We expect the label to expand over time. With KEYMNOTE-010, a
registrational 2L study expected to read out in the next several months
and different frontline studies ongoing in PD-L1+/ all comer patients, we
expect the initial label to broaden over time and gradually increase
Keytruda's footprint in NSCLC. In addition, we are encouraged by our
recent immunotherapy survey in which a majority of physicians
considered PD-1/PD-L1s as interchangeable. That said, in the near term
we expect today’s narrow label and Opdivo's approval in sq-NSCLC/
MNCCN recommendation in non-sq to largely restrict use in PD-L1+ non-
sq patients.

* Up next: Watching for range of near-term catalysts across Merck's
diverse portfolio. In addition to watching the HCV triplet data (C-
CREST) at AASLD and potential doublet launch later this year/early
2016, In the long term, we expect 2016-17 updates and data from assets
such as second-generation /O compounds (GITR), BACE-inhibitor
(Alzheimer’s) and anaceptrapib (CETP), none of which appear to be
reflected in Merck's current share price.
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Analyst Certification: The research analyst(s) denoted by an “AC™ on the cover of this report centifies (or, where multiple research
analysts are primarily responsible for this report, the research analyst denoted by an “AC™ on the cover or within the document
individually certifies, with respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views
expressed in this report accurately reflect his or her personal views about any and all of the subject securities or ssuers; and (2) no part of
any of the research analyst's compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per
KOFLA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or
intervention.
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Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

iMurgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe. | Meutral |[Over the next six to twelve
imoiiths, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analvst’s team’s)
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total returmn of
the stocks in the analyst’s (or the analyst’s team’™s) coverage umiverse. | Not Rated (NE): . Morgan has removed the rating and, if
applicable, the price target. for this stock becanse of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a
recormmendation or a rating. In our Asia (ex-Australia) and UK. small- and mid-cap equity research. each stock’s expected total return is
compared to the expected total return of a benchmark country market index, not to those analysts” coverage universe. If it does not appear

i the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on [} Morgan’s research
website, _

Coverage Universe: Schott, Christopher: AbbVie (ABBY). Allergan plc (AGN), Bristol-Myers Squibb Company (BMY'), Coherus
(CHRS), Eh Lilly & Company (LLY). Endo International PLC (ENDP), Impax Laboratories (1IPXL), Kythera Biopharmaceuticals
(EYTH), Mallinckrodt (MNE), Merck & Co., Inc. (MRE), Mylan Inc. (MYL), Perrigo Company (PRGO), Plizer Inc. (PFE), Sapent
Pharmaceuticals (SGNT), Teva Pharmaceuticals (TEVA), Valeant Pharmaceuticals {VEX), Zoetis (ZT5)

-. Morgan Equity Research Ratings Distribution, as of September 30, 2015
Overweight MNeutral Underweight

(buyi (haold) (sell)

" Morgan Global Equily Research Coverage 45% 43% 12%

1B clicnts* 52% 4% 35%
JPMS Equity Research Coverage 45% 4T %

1B clients* 0% Ge 4%

*Percentage of investment banking clients in each rating category.

For purposes only of FINEAMNY SE ratings distribution rules, our Overweight rating falls intooa buy rating category; our Neutral rating falls into a hold
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table
above.
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