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Lilly Investment Community Update
Agenda

8:35 am Sidney Taurel Overview

8:55 am Derica Rice Financial Guidance

9:10 am John Lechleiter, Ph.D. Marketed Products

9:50 am General Management Business Q&A Panel

10:30 am - - Break - -

10:50 am Steven Paul, M.D. Research & Development

11:10 am R&D Management Prasugrel Q&A Panel

11:30 am Steven Paul, M.D. Research & Development

12:05 pm R&D Management R&D Q&A Panel

12:25 pm Sidney Taurel Conclusion

12:30 pm - - Lunch - -
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SEC Disclosure

During this investment community meeting, we anticipate making projections 
and forward-looking statements that are based on management's current 
expectations, but actual results may differ materially due to various factors.  For 
example, our results may be affected by competitive developments; the timing 
and success of new product submissions, approvals and launches; regulatory 
and legal matters; government investigations; governmental actions regarding 
pricing, importation, and reimbursement; changes in tax law; the impact of 
exchange rates; and future business development transactions.  For additional 
information about the factors that affect our business refer to our Forms 10-K 
and 10-Q.

In addition, the information we provide about our products and pipeline is for 
the benefit of the investment community.  It’s not intended to be promotional, 
and is not sufficient for prescribing decisions.
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Sidney Taurel

Chairman and Chief Executive Officer
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Potential 2007 U.S. Issues
Topics cited a year ago

• Medicare Part D non-interference clause

• PDUFA amendments

• Intellectual property protection

• Follow-on biologics

• Pediatric exclusivity

• Direct-to-Consumer (DTC) advertising regulation
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Current U.S. Environment
• Non-interference clause not repealed
• PDUFA reauthorized largely as negotiated

– Included drug safety provisions
– Did not include

o Moratorium on DTC
o Scale back of pediatric exclusivity program
o Provision for follow-on biologics

– Threat of importation still exists

• Proposed patent reform legislation would 
weaken innovation

• 2008 Elections
– Reform to address the uninsured
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Current O.U.S. Environment

Opportunities
• Progress around intellectual property protection
• Emerging economies addressing health care needs

Challenges
• Threat of compulsory licenses
• Funding health care and other social programs
• Actions directed at pharmaceuticals

– Health Technology Assessment agencies
o Limit reimbursement
o Restrict access

– Therapeutic class reference pricing
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Global Healthcare Environment
Two central concerns

Benefit/Risk
Trade-off

Value for
Money
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Transforming Our Business Model
Individual patient outcomes

Provide better value proposition to our customers
• Patient-centered = optimizing individual patient outcomes

• Tailoring = Right drug, right dose, right time

- For new and existing medicines

Benefit/Risk
Trade-off

Value for
Money

Patients & 
Physicians

Payers
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Prasugrel – TRITON ACS/PCI
Tailoring by patient characteristics

Prasugrel
benefits clearly 
outweigh risks

80%

Benefit from prasugrel; dose 
adjustment may mitigate risk

Age > 75 or Weight < 132 lbs.

16%Prasugrel benefits clearly 
do not outweigh risks

Prior TIA/stroke

4%
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Transforming Our Business Model
Tailoring

• Tailoring marketed products
– Gemzar
– Alimta
– Xigris
– Strattera
– Others

• Pursuing supporting skills and technologies 
– Oncology diagnostic collaboration with GE
– DMET chip collaboration with Affymetrics
– Others
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Transforming Our Business Model
FIPNET

Level 1 Functional outsourcing
• CRO – clinical trials & toxicology
• China – ChemExplorer & PharmExplorer
• India – Jubilant discovery efforts

Level 2 Novel development
• Chorus Proof of Concept efforts
• Nicholas Piramal risk/reward sharing
• Hutchison MediPharma

Level 3 Equity investments
• $200+ million portfolio
• Lilly Ventures
• Lilly Asian Ventures

FIPCO
FIPNET
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FIPNET Across the Value Chain

Sales and Marketing
• Contract sales organizations
• Market analytics
• Creative agencies
• Printed materials and 

communications

Manufacturing
• Chemical intermediates
• Legacy products
• Facilities management
• Engineering design services
• New technologies

General and Administrative
• IT work
• Finance processes
• HR processes
• Legal resources
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Transforming Our Business Model
Productivity

• Six Sigma Benefits increasing
– $250m in 2006
– More than $500m in 2007
– $750m in 2008+

• Since mid-2004
– Headcount reduced more than 5,000 – or 11%
– Operating income per employee up 70%
– Gross margin percent improving
– Manufacturing, R&D and Administrative infrastructure 

reduced
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2007 Performance

• 13% year-to-date pro forma sales growth

• Volume growth as strong as any since 2001

• New products now represent 33% of total sales

• Costs growing slower than sales, generating 
operating leverage

• 19% year-to-date pro forma adjusted EPS growth
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Improving Fundamentals
Gross Margin percent and Sales vs. OPEX spread
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2007 Business Development

• Using strong cash flow to prepare for Years YZ and 
to drive future growth

• Invested $3 billion in external innovation
– 3 acquisitions

o ICOS
o Hypnion
o Ivy Animal Health

– 3 major in-licensing deals
o OSI Pharmaceuticals
o MacroGenics
o Glenmark

• Aggressive pace to continue
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Pipeline Progress and Outlook

• 6 late stage opportunities to launch by 2011

• 5 NILEX approved with 5 more submitted in 2007

• Unprecedented number of NMEs entering the clinic

• Acceleration of promising phase I and II assets

• At least 10 additional phase III NMEs by 2011

• Launch an average of 2 products per year 
beginning in 2011; 3 per year beginning in 2014
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Summary
• Strategy in place to overcome challenges and 

deliver value for customers
– Optimizing patient outcomes
– Expanding our network
– Becoming more productive

• Executing today and strengthening the fundamentals

• Aggressively preparing for Years YZ
– Unprecedented numbers of Phase I starts
– At least 10 NMEs in Phase III by 2011
– Launching 2 NMEs per year beginning in 2011, increasing 

to 3 per year in 2014
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Lilly Investment Community Update
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12:25 pm Sidney Taurel Conclusion

12:30 pm - - Lunch - -



Derica Rice

Senior Vice President and Chief Financial Officer



Eli Lilly and Company Investment Community Meeting  December 6th, 2007
Not for promotional use

25

2007 Financial Overview

• Improving commercial execution

• Delivering superior financial results

• Strong fundamentals have allowed us to raise 
guidance three times in 2007
– Originally $3.25 - $3.35 EPS
– Currently $3.50 - $3.55 EPS

• Positive momentum going into 2008
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Earnings per Share $3.50 - $3.55
EPS Growth 16% - 17%

Sales Growth Low-double digits

Gross Margin Slightly improve

OPEX Growth Low-double digits; less than sales

Other Income Approximately $100 million

Effective Tax Rate Approximately 22%

Capital Expenditures $1.1 billion
Cash Flow Continued strong

Pro Forma Adjusted Guidance - 2007



Eli Lilly and Company Investment Community Meeting  December 6th, 2007
Not for promotional use

27

16% - 17%$3.03$3.50 - $3.55EPS (pro forma adjusted)

(.15)(.01)Include pro forma as if the ICOS acquisition was completed on 
January 1, 2006

-.58Eliminate in-process research & development charges associated 
with ICOS, Hypnion and Ivy acquisitions and OSI in-licensing

-.06Eliminate special charges related to adjustment to insurance 
recoverable

.31.08Eliminate asset impairment and restructuring charges associated 
with previously announced manufacturing decisions

.42-Eliminate product liability charge

-.03Eliminate estimated in-process research & development charge 
associated with MacroGenics in-licensing

-.02Eliminate estimated in-process research & development charge 
associated with Glenmark in-licensing

12% - 14%$2.45$2.74-$2.79EPS (reported)

Percent
Growth

2006
Results

2007
Expectations

Reported EPS Guidance - 2007
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Key Events in 2008

Opportunities
• NILEX: Cymbalta fibromyalgia, Alimta 1st line NSCLC, 

Zyprexa long-acting injection and Cialis once-a-day
• International launches of Byetta and Cymbalta
• Potential launch of prasugrel
• 14 NMEs to enter the clinic (after a record 16 in 2007)

• 3 phase III NME starts

Generic Challenges
• Zyprexa – Germany, Canada and smaller EU markets
• Gemzar – small number of European markets
• Actos - Canada
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Earnings per Share $3.85 - $4.00
EPS Growth High-single to low-double digits

Sales Growth Mid- to high-single digits

Gross Margin Slightly improve

OPEX Growth Mid-single digits

Other Income Less than $100 million

Effective Tax Rate Approximately 23%

Capital Expenditures $1.1 billion
Cash Flow Continued strong

Pro Forma Guidance - 2008
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External Innovation
Using financial resources to drive future growth

• Invested nearly $3 billion in 3 acquisitions 
and 3 major licensing deals
– ICOS (acquisition) – marketed product
– Ivy Animal Health (acquisition) – marketed products/services
– MacroGenics (in-licensing) – lead asset in pivotal trial
– Hypnion (acquisition) – lead asset in phase II
– Glenmark (in-licensing) – lead asset in early phase II
– OSI (in-licensing) – lead asset in phase I
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Sales and Marketing
• Increasing time spent with 

customers
• Improving customer interactions
• Reducing non-customer facing 

activities
• Increasing sales

Manufacturing
• Improving quality and reliability
• Reducing defects and losses
• Increasing throughput
• Reducing unit costs

Productivity Priorities
Addressing key needs in each business area

Research and Development
• Increasing overall R&D output
• Decreasing cycle times
• Reducing unit costs
• Increasing probabilities of 

success
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Increasing Flexibility

• More flexible business model
– React to environmental changes
– Deal with unique company circumstances

• Recent examples
– Building capabilities to work effectively with contract 

sales organizations (CSOs)
– Increasing proportion of external spend in R&D
– Utilizing over 80 contract manufacturing 

organizations (CMOs)
– Shifting more IT, Finance and HR spend to external 

providers
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Summary
• 16% – 17% EPS growth in 2007

• High-single to low-double digit EPS growth in 2008

• Between 2007 and 2011:
- Low-double digit compound annual EPS growth
- Volume-driven sales growth
- Operating leverage
- Improved productivity
- Reduced headcount
- Financial strength used to source innovation

• At least 10 phase III compounds by 2011

• Launch 2-3 products per year in the YZ period
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John Lechleiter, Ph.D.

President and Chief Operating Officer
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Setting the Stage

Trends
• Volume Growth
• Share Growth
• NILEX / Lifecycle
• Access

Key Products

U.S.

Japan

Europe

Key Markets

China
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Pr ice Exg. Rate Volume Total
Pharmaceuticals

U.S. 7% N/A 5% 13%
Europe 0% 9% 7% 16%
Japan (2%) (3%) 5% 1%
ROW (2%) 3% 13% 14%

Total Pharma 3% 3% 7% 13%
Animal Health 1% 3% 5% 8%
Total Lilly 3% 3% 7% 13%

P i E R t V l T t l
Sept YTD 2007 (pro forma adjusted)

Trends
Volume contribution to growth, 2000 - 2007

Global Price /  Volume Trends
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Volume Price

Note:  
• 2006 and 2007 data excludes U.S. Actos to better reflect underlying volume growth
• 2007 vs. 2006 comparisons are pro forma
• Pro forma views reflect impact of ICOS acquisition in both 2006 and 2007 for 

comparability

Q2/Q3 2007 performance shows 
strongest volume growth since 2001

Q2/Q3 2007 performance shows 
strongest volume growth since 2001
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Trends
Market share gains across regions, 2001 - 2006

GSKGSKPfizer

PfizerMSDPfizerGSK

AbbottRocheMSDMSD

MSDPfizerAZJ&J

J&JAbbottS-AAZ

AmgenS-AAbbottAbbott

S-AGSKJ&J+0.7

RocheJ&J+0.8S-A

+1.1+1.4AmgenNovartis

NovartisNovartisRocheRoche

AZ +2.9AZ +2.2Novartis +2.8Amgen +4.7

BRIC*JapanTop 5 EuropeUSA

Source: IMS Health; reflects period 2001-2006 *Brazil, Russia, India, China
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Japan
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Market 
Lilly

Trends
Volume contribution for growth brands outstripping segment

• Reflects sales dollar 
increase from volume –
12-month moving avg.  
6/07 vs. 6/06

• In U.S. and EU, each of   
the key growth brands is 
outgrowing the market

• In Japan, established 
brands are earlier in    
their lifecycle

Source:  IMS
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Trends
Exclusivity period for key growth brands and NILEX

Expect all five brands to have six or more years of exclusivityExpect all five brands to have six or more years of exclusivity

1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4
PRN
OAD-Launch
PAH-Submit
BPH-Ph 3 Start

Osteo
GIOP-Launch

Meso/ 2nd line NSCLC
1st line NSCLC-Submit
NSCLC Maint.-Submit
Small Cell - Submit
Head & Neck-Submit

MDD / GAD
DPNP
Fibromyalgia-Submit
Chronic Pain-Submit

Combo Therapy
Monotherapy-Submit
Once-weekly-Submit

2007 2008 2009 2010 2011 2012 2013

Cymbalta

Byetta

2018

Cialis

Forteo

Alimta

2014 2015 2016 2017

Time window for indicated activity

Pediatric studies could extend 
exclusivity 6 mos.

PTE* could extend exclusivity 3 yrs.

* Patent Term Extension


