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Today’s FDA approval of Kadcyla (T-DM1) for the treatment HER2-positive 

metastatic breast cancer (mBC) was essentially a foregone conclusion, in our view. 

However, Roche (covered by JPM’s EU Pharma analyst Alexandra Hauber) 

announced a price point ($9,800/month) that is higher than expected and represents a 

significant premium vs. Perjeta (and obviously Herceptin). While positive, we’d note 

that IMGN’s partnership with Roche for Kadcyla involves modest economics (tiered 

low-to-mid single digit royalty on sales), which in and of itself does not justify owning 

IMGN shares, in our view. We believe this development does indeed further validate 

IMGN’s exciting ADC technology platform, but to justify a premium valuation,

IMGN needs to generate meaningful data with one of its other antibody assets, 

preferably one that is fully owned. On that note, we eagerly await Phase 2 data for 
IMGN901 in SCLC in 2H13. Maintain Neutral.

 Kadcyla (T-DM1) approved, as expected. Kadcyla was approved for HER2-

positive mBC pts who have received prior treatment with Herceptin and a taxane 

chemotherapy. Approval was granted slightly ahead of Tuesday's 2/26 PDUFA date, 
and the product should be available in the US within two weeks.

 Pricing higher than expected. Kadcyla will be priced at $9,800/month. This 

represents a significant premium vs. Perjeta (~$5,900/month) and Herceptin 

(~$4,500/month). While this could boost sales in later lines of mBC therapy, for the 

more important earlier lines of therapy (with longer durations of therapy), a price 

cap for Kadcyla therapy could be put in place. We had an opportunity to speak with 

Roche this morning, and they felt that it’s too early to comment on potential caps. 

This is something that Genentech/Roche has done before (i.e. Avastin) as this price

point may not be sustainable in earlier lines of therapy. For the current indication, 

Roche assumes an average duration of therapy of 9.6 mos, implying an average cost 
per patient of ~$94k.

 We view IMGN’s economics on Kadcyla as modest. In territories where there is

valid IP (includes US, EU, and Japan among others), the royalty rate is 3% of net 

sales up to $250M, 3.5% from $250M-$400M, 4% from $400M-$700M, and 5% 

above $700M. Where there is no valid IP, the royalty is a flat 2%. In addition, the 

royalty rate is reset annually. In other words, it starts at 3% each year before annual 

sales exceed $250M in a particular region where it then jumps to the next tier and is 

applied only to incremental sales. Moreover, the tiered royalty applies separately to 

two territories (US & ROW). Net sales need to exceed the different thresholds in a 

particular region for the royalty to increase in only that region (i.e. could be 4% in 

US and 3% in ROW at the same time). Thus, for the 5% royalty to kick in on a WW 

basis, global sales would need to eclipse at least $1.4B ($700M+ in the US and 
$700M+ in the ROW). We believe these terms cap the value of Kadcyla to IMGN. 

We are confident in Kadcyla's outlook in mBC. While we assume peak 

worldwide sales of >$5B, ~65% of this is in the adjuvant setting. With what we view 

as modest economic terms, we await the emergence of another candidate in the 
company’s pipeline to justify a premium valuation.
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Analyst Certification: The research analyst(s) denoted by an “AC” on the cover of this report certifies (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 issuers; 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.

Important Disclosures

  Market Maker: JPMS makes a market in the stock of ImmunoGen.

  Client: J.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: ImmunoGen.

Company-Specific Disclosures: Important disclosures, including price charts, are available for compendium reports and all J.P. Morgan–
covered companies by visiting https://mm.jpmorgan.com/disclosures/company, calling 1-800-477-0406, or e-mailing 
research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative Research teams may 
screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-0406 or e-mail 
research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price 
($)

Price Target 
($)

01-Oct-10 N 6.24 7.00

04-Aug-11 N 12.33 8.00

28-Oct-11 N 13.47 9.00

06-Aug-12 N 13.90 11.00

26-Oct-12 N 13.78 10.00

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan 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.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because 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 
recommendation or a rating. In our Asia (ex-Australia) and U.K. 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 
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research 
website, www.jpmorganmarkets.com. 

Coverage Universe: Kasimov, Cory W: Aegerion Pharmaceuticals (AEGR), Alkermes, Inc. (ALKS), Arena Pharmaceuticals, Inc. 
(ARNA), Ariad Pharmaceuticals (ARIA), Array BioPharma (ARRY), BioMarin Pharmaceuticals (BMRN), Clovis Oncology (CLVS), 
Dendreon (DNDN), Emergent BioSolutions (EBS), Exelixis, Inc (EXEL), Geron Corp (GERN), ImmunoGen (IMGN), Incyte 
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Initiated coverage Oct 01, 2010.
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Corporation (INCY), Infinity Pharmaceuticals (INFI), Lexicon Pharmaceuticals (LXRX), MannKind Corporation (MNKD), Nektar 
Therapeutics (NKTR), Onyx Pharmaceuticals (ONXX), Orexigen Therapeutics (OREX), Rigel Pharmaceuticals (RIGL), Savient 
Pharmaceuticals (SVNT), Seattle Genetics (SGEN), The Medicines Company (MDCO), VIVUS, Inc (VVUS), ZIOPHARM Oncology 
(ZIOP)

J.P. Morgan Equity Research Ratings Distribution, as of January 1, 2013

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 44% 44% 12%
IB clients* 53% 46% 34%

JPMS Equity Research Coverage 42% 49% 9%
IB clients* 71% 62% 51%

*Percentage of investment banking clients in each rating category.
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a 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.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based 
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 
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redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales 
representative.
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received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options, 
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the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, Seoul Branch, is regulated by the Korea Financial 
Supervisory Service. Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS Licence No: 238188) is regulated by ASIC and J.P. 
Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by ASIC and is a Market, Clearing and 
Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock Exchange 
(company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited, having its registered office at J.P. 
Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz East, Mumbai - 400098, is a member of the National Stock Exchange of India Limited (SEBI 
Registration Number - INB 230675231/INF 230675231/INE 230675231) and Bombay Stock Exchange Limited (SEBI Registration Number - INB 
010675237/INF 010675237) and is regulated by Securities and Exchange Board of India. Thailand: JPMorgan Securities (Thailand) Limited is a member 
of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan 
Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the BAPEPAM LK. Philippines: J.P. Morgan Securities Philippines 
Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the Securities 
Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de 
Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is a 
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission. 
Singapore: This material is issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P) 088/04/2012 and 
Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the Monetary Authority of 
Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. Japan: JPMorgan 
Securities Japan Co., Ltd. is regulated by the Financial Services Agency in Japan. Malaysia: This material is issued and distributed in Malaysia by 
JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets 
Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock 
Exchange and regulated by the Securities and Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia Ltd. is authorized by the 
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Country and Region Specific Disclosures 
U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by JPMS plc. 
Investment research issued by JPMS plc has been prepared in accordance with JPMS plc's policies for managing conflicts of interest arising as a result of 
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