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A B C D E F G H I J K L M N O P Q R S T U V W X Y Z AA

Likelihood 

to Advance

Number of 

Projects

Cost Per Phase 

Per Project

(USD M)

Time 

(years)

Pre Clinical 45.7% 25 12.0 2

Phase 1 38.8% 11 24.5 3

Phase 2 38.2% 4 37.8 3

Phase 3 59.0% 2 138.9 3

Overall Likelihood 4.0% 1.0

Inflation Rate 3.0%

Discount Rate 3.0%

Peak Market Value (USD M)             1,200 

Cost of Goods 23.5%

Exclusivity (year) 12.0

Case Year

1                 2                 3                 4                 5                 6                 7                 8                 9              10              11 12 13 14 15 16 17 18 19 20 21 22 23

1 -6.0 -6.2

2 -6.0 -6.2

3 -6.0 -6.2

4 -6.0 -6.2

5 -6.0 -6.2

6 -6.0 -6.2

7 -6.0 -6.2

8 -6.0 -6.2

9 -6.0 -6.2

10 -6.0 -6.2

11 -6.0 -6.2

12 -6.0 -6.2

13 -6.0 -6.2

14 -6.0 -6.2

15 -6.0 -6.2 -8.7 -8.9 -9.2

16 -6.0 -6.2 -8.7 -8.9 -9.2

17 -6.0 -6.2 -8.7 -8.9 -9.2

18 -6.0 -6.2 -8.7 -8.9 -9.2

19 -6.0 -6.2 -8.7 -8.9 -9.2

20 -6.0 -6.2 -8.7 -8.9 -9.2

21 -6.0 -6.2 -8.7 -8.9 -9.2

22 -6.0 -6.2 -8.7 -8.9 -9.2 -14.6 -15.1 -15.5

23 -6.0 -6.2 -8.7 -8.9 -9.2 -14.6 -15.1 -15.5

24 -6.0 -6.2 -8.7 -8.9 -9.2 -14.6 -15.1 -15.5 -58.7 -60.4 -62.2

25 -6.0 -6.2 -8.7 -8.9 -9.2 -14.6 -15.1 -15.5 -58.7 -60.4 -62.2 424 873 1348 1389 1430 1473 1517 1563 1610 1658 1708 1759

Sum -150.0 -154.5 -95.2 -98.1 -101.0 -58.5 -60.2 -62.0 -117.3 -120.9 -124.5 424 873 1348 1389 1430 1473 1517 1563 1610 1658 1708 1759

Survivors 25 25 11 11 11 4 4 4 2 2 2 1 1 1 1 1 1 1 1 1 1 1 1

Year Sunk Cost Expected

0                        -                     348.7           (5.7)           (5.7)           (7.7)           (7.7)           (7.7)        (11.9)        (11.9)        (11.9)        (43.7)        (43.7)        (43.7)            288            577            865            865            865            865            865            865            865            865            865            865 

1                    (5.7)                   370.0           (6.0)           (6.0)           (8.2)           (8.2)           (8.2)        (12.6)        (12.6)        (12.6)        (46.3)        (46.3)        (46.3) 306 612 918 918 918 918 918 918 918 918 918 918

2                 (12.4)                   880.1           (6.2)           (6.2)           (8.4)           (8.4)           (8.4)        (13.0)        (13.0)        (13.0)        (47.7)        (47.7)        (47.7) 315 630 946 946 946 946 946 946 946 946 946 946

3                 (21.4)                   915.2           (6.4)           (6.4)           (8.7)           (8.7)           (8.7)        (13.4)        (13.4)        (13.4)        (49.1)        (49.1)        (49.1) 325 649 974 974 974 974 974 974 974 974 974 974

4                 (30.9)                   951.6           (6.6)           (6.6)           (8.9)           (8.9)           (8.9)        (13.8)        (13.8)        (13.8)        (50.6)        (50.6)        (50.6) 334 669 1003 1003 1003 1003 1003 1003 1003 1003 1003 1003

5                 (41.0)                2,720.6           (6.8)           (6.8)           (9.2)           (9.2)           (9.2)        (14.2)        (14.2)        (14.2)        (52.1)        (52.1)        (52.1) 344 689 1033 1033 1033 1033 1033 1033 1033 1033 1033 1033

6                 (56.9)                2,816.8           (7.0)           (7.0)           (9.5)           (9.5)           (9.5)        (14.6)        (14.6)        (14.6)        (53.7)        (53.7)        (53.7) 355 709 1064 1064 1064 1064 1064 1064 1064 1064 1064 1064

7                 (73.7)                2,916.4           (7.2)           (7.2)           (9.7)           (9.7)           (9.7)        (15.1)        (15.1)        (15.1)        (55.3)        (55.3)        (55.3) 365 731 1096 1096 1096 1096 1096 1096 1096 1096 1096 1096

8                 (91.4)                6,038.8           (7.4)           (7.4)        (10.0)        (10.0)        (10.0)        (15.5)        (15.5)        (15.5)        (57.0)        (57.0)        (57.0) 376 753 1129 1129 1129 1129 1129 1129 1129 1129 1129 1129

9               (152.8)                6,278.6           (7.6)           (7.6)        (10.3)        (10.3)        (10.3)        (16.0)        (16.0)        (16.0)        (58.7)        (58.7)        (58.7) 388 775 1163 1163 1163 1163 1163 1163 1163 1163 1163 1163

10               (217.8)                6,527.4           (7.8)           (7.8)        (10.6)        (10.6)        (10.6)        (16.5)        (16.5)        (16.5)        (60.4)        (60.4)        (60.4) 399 799 1198 1198 1198 1198 1198 1198 1198 1198 1198 1198

11               (286.6)             13,570.9           (8.1)           (8.1)        (11.0)        (11.0)        (11.0)        (16.9)        (16.9)        (16.9)        (62.2)        (62.2)        (62.2) 411 822 1234 1234 1234 1234 1234 1234 1234 1234 1234 1234

12                 128.4             13,554.4           (8.3)           (8.3)        (11.3)        (11.3)        (11.3)        (17.5)        (17.5)        (17.5)        (64.1)        (64.1)        (64.1) 424 847 1271 1271 1271 1271 1271 1271 1271 1271 1271 1271

13              1,004.8             13,088.5           (8.6)           (8.6)        (11.6)        (11.6)        (11.6)        (18.0)        (18.0)        (18.0)        (66.0)        (66.0)        (66.0) 436 873 1309 1309 1309 1309 1309 1309 1309 1309 1309 1309

14              2,383.1             12,133.0           (8.8)           (8.8)        (12.0)        (12.0)        (12.0)        (18.5)        (18.5)        (18.5)        (68.0)        (68.0)        (68.0) 449 899 1348 1348 1348 1348 1348 1348 1348 1348 1348 1348

15              3,843.1             11,108.5           (9.1)           (9.1)        (12.3)        (12.3)        (12.3)        (19.1)        (19.1)        (19.1)        (70.1)        (70.1)        (70.1) 463 926 1389 1389 1389 1389 1389 1389 1389 1389 1389 1389

16              5,388.6             10,011.5           (9.3)           (9.3)        (12.7)        (12.7)        (12.7)        (19.6)        (19.6)        (19.6)        (72.2)        (72.2)        (72.2) 477 953 1430 1430 1430 1430 1430 1430 1430 1430 1430 1430

17              7,023.4                8,838.7           (9.6)           (9.6)        (13.1)        (13.1)        (13.1)        (20.2)        (20.2)        (20.2)        (74.3)        (74.3)        (74.3) 491 982 1473 1473 1473 1473 1473 1473 1473 1473 1473 1473

18              8,751.4                7,586.6           (9.9)           (9.9)        (13.5)        (13.5)        (13.5)        (20.8)        (20.8)        (20.8)        (76.6)        (76.6)        (76.6) 506 1012 1517 1517 1517 1517 1517 1517 1517 1517 1517 1517

19           10,576.8                6,251.3        (10.2)        (10.2)        (13.9)        (13.9)        (13.9)        (21.5)        (21.5)        (21.5)        (78.8)        (78.8)        (78.8) 521 1042 1563 1563 1563 1563 1563 1563 1563 1563 1563 1563

20           12,503.8                4,829.2        (10.5)        (10.5)        (14.3)        (14.3)        (14.3)        (22.1)        (22.1)        (22.1)        (81.2)        (81.2)        (81.2) 537 1073 1610 1610 1610 1610 1610 1610 1610 1610 1610 1610

21           14,536.9                3,316.0        (10.8)        (10.8)        (14.7)        (14.7)        (14.7)        (22.8)        (22.8)        (22.8)        (83.6)        (83.6)        (83.6) 553 1105 1658 1658 1658 1658 1658 1658 1658 1658 1658 1658

22           16,680.8                1,707.8        (11.2)        (11.2)        (15.2)        (15.2)        (15.2)        (23.5)        (23.5)        (23.5)        (86.2)        (86.2)        (86.2) 569 1139 1708 1708 1708 1708 1708 1708 1708 1708 1708 1708

23           18,940.2   --        (11.5)        (11.5)        (15.6)        (15.6)        (15.6)        (24.2)        (24.2)        (24.2)        (88.7)        (88.7)        (88.7) 586 1173 1759 1759 1759 1759 1759 1759 1759 1759 1759 1759

Note:  The sum "Sunk 
Cost" is the sunk costs for 
the enterprise in that 
year.

Note: To calculate
"Expected" value, sum the 
cash streams of all 
survivors in that year and 
divide by number of 
survivors.

Model of Pharmaceutical Value
PharmaTopo.com

Present Values of Cash Flows (In Any Given Year) of the Survivor Company Cash Flows (i.e., Case 25):

Nominal Cash Flows for Each of 25 Cases (i.e., 25 Imaginary Companies):  Cash Flows Include Inflation And Are Divided Across the Clinical Phase; Market Value Takes 2 Years to Ramp Up, Then It is Flat (Except for Inflation)



78

A B C D E F G H I J K L M N O P Q R S T U V W X Y Z AA

Sum      (287.4)      (287.4)      (171.9)      (171.9)      (171.9)        (96.7)        (96.7)        (96.7)      (177.5)      (177.5)      (177.5) 586 1173 1759 1759 1759 1759 1759 1759 1759 1759 1759 1759


