
 
 
 
ANALYST QUICK NOTES 
New products, M&A announcements, management shakeups, earnings surprises. Whatever the news, 
you want to know what Argus thinks. Our Quick Notes fill this need by providing real-time analysis of 
current news about Argus-covered companies or other market-moving events. Please check back 
regularly for new Quick Notes. Important disclaimer information is on the last page of this document. 
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The following offers our perspective on BMY following its 15% selloff Friday in reaction to a failed drug trial for 
lung cancer, and why we see this as a buying opportunity.  

• Opdivo seen as miracle drug: 
o Opdivo has been approved by FDA for six indications in second-line non-small cell lung cancer, 

first-line metastatic melanoma, renal cell carcinoma, among others.  
o Opdivo is like a miracle drug for its benefits in treating solid tumors.  It generated $1.5 billion in 

worldwide sales in the first half 2016, up from just $162 million a year ago. 
o Further, there have been positive data on Opdivo, as either a single agent or in combination with 

another drug, in 13 late-stage studies that can lead to registration for filing for approvals with 
FDA. 

 
Opdivo fails in first-line, monotherapy for NSCLC but it has lots more shots on goal. 

• Opdivo failed in Phase III trial for the drug as first-line, single-agent (monotherapy) treating non-small cell 
lung cancer (NSCLC).  It failed not because it didn’t work; it didn’t work for as large a population as was 
included in the study that included patients with high and low expressions of a protein called PD-1 that 
essentially stops the immune system from working to fight cancer cells. Opdivo works by blocking this 
protein, and thus allows the immune system to do its work. There is quite a bit of evidence that Opdivo 
works for high expressors (>50%). As BMY CEO says, of its design for this drug study, “we didn’t want to 
leave anyone behind” so it was designed include as large a pool of lung cancer patients as possible.  

• In fact, BMY included a larger pool than was included in Merck’s drug Keytruda, a drug in the same class 
as Opdivo. Merck announced in June that it had very positive results for Keytruda in first-line NSCLC. 
Merck stock was up 8% Friday as it is now seen as in the lead for treating this subset of lung cancer.  

 
Lung cancer is the deadliest form of cancer in U.S. As of 2013, some 212,000 Americans were diagnosed with 
lung cancer.  In that year, 156,000 people died from lung cancer.  Non-small cell lung cancer is most prevalent 
form of lung cancer, affecting about 70% of the lung cancer population. 
 
 
 
 



Growth drivers for BMY going forward 
• Prescription and sales growth for Opdivo in its six approved indications (vs. just two for Keytruda). Opdivo 

sales jumped 19% sequentially in 2Q16. Outside U.S., Opdivo has leading shares in Germany, France and 
Japan. 

• Opdivo has considerable success in combination with BMY’s Yervoy in first line metastatic melanoma, 
second-line lung cancer, and renal cancer.  This has revived Yervoy’s U.S. sales, which grew 32% in 2Q16. 

• Opdivo is in 13 late-stage studies that can lead to registration for filing for approval, including five Phase 3 
trials that were stopped early because of very positive data on survival benefit. These additional 
indications could add to Opdivo sales.  

• Other drivers – Eliquis (+78% in WW sales to $777 million in 2Q16), Orencia (+29% to $593 
million), Hepatitis C  14% $546 million +14%. 

• Opdivo has a lot more shots on goal. It is a miracle drug for good reasons. 
o Opdivo in combination trial with Yervoy for first-line non-small cell lung cancer  (Checkmate 

0227). Top-line results from study likely out by 2017.  Opdivo+Yervoy has already shown 
impressive survival benefits in 012 study. Opdivo+Yervoy showed clinically meaningful with 
potential to improve long term survival. 

o 13 registrational trials, with 5 stopped early due to impressive benefits data. 
o Dozens of other studies of Opdivo in combination with other drugs. Some studies sponsored by 

third parties and other drug makers.  
o Huge upside potential for Opdivo despite setback in first-line, monotherapy setting for lung 

cancer. 
 
Some analysts had BMY losing $7 billion in sales to Merck’s Keytruda and other competitors in peak-year sales 
because of this failed trial.  

• We disagree.  
• If Opdivo+Yervoy combo is approved in first-line NSCLC (quite likely) and if Opdivo can be approved as 

single agent for first-line NSCLC for high PD-1 expressors (>50%)(possible), then BMY would be back in 
lead in NSCLC.  

 
Wrapping up, we see a good buying opportunity in BMY after sell-off.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
DISCLAIMER 
This Note reflects the current thinking of an Argus analyst anticipating or responding to corporate 
earnings reports or other news relevant to covered companies. This Note may be an initial, real-time 
response to developments that are expected to impact stocks under coverage; as such, it does not 
imply that the information in it is correct as of any time after its preparation or that there has been no 
change in the business, financial condition, prospects, creditworthiness or status of a covered 
company. The views or opinions expressed in this Note are subject to change pending further analysis. 
This Note is produced and copyrighted by Argus, and any unauthorized use, duplication, redistribution 
or disclosure is prohibited by law and can result in prosecution. The opinions and information 
contained herein have been obtained or derived from sources believed to be reliable, but Argus 
makes no representation as to their timeliness, accuracy or completeness or for their fitness for any 
particular purpose. This Note is not an offer to sell or a solicitation of an offer to buy any security. The 
information presented in this Note is for general information only and does not specifically address 
individual investment objectives, financial situations or the particular needs of any specific person 
who may receive this Note. Investing in any security or investment strategies discussed may not be 
suitable for you and it is recommended that you consult an independent investment advisor. Nothing 
in this Note constitutes individual investment, legal or tax advice. Argus may issue or may have issued 
other reports that are inconsistent with or may reach different conclusions and opinions than those 
represented in this Note, and all opinions are reflective of judgments made on the original date of 
publication. Those reports may reflect the different assumptions, views and analytical methods of the 
analysts who prepared them and Argus is under no obligation to ensure that other reports are 
brought to the attention of any recipient of this Note or to update or keep current the information 
contained in other reports so that such information is consistent with, or not contrary to, the 
information contained in this Note. Argus Research is an independent investment research provider 
and is not a member of the FINRA or the SIPC. Argus Research is not a registered broker dealer and 
does not have investment banking operations. None of our research is attributable to Argus Investors’ 
Counsel, a registered investment adviser and the asset management arm of Argus Research. Argus 
shall accept no liability for any loss arising from the use of this report, nor shall Argus treat all 
recipients of this report as customers simply by virtue of their receipt of this material. Investments 
involve risk and an investor may incur either profits or losses. Past performance should not be taken 
as an indication or guarantee of future performance. Argus has provided independent research since 
1934. Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this 
report. No Argus officers, employees, agents and/or affiliates may serve as officers or directors of 
covered companies, or may own more than one percent of a covered company’s stock. 
 
 


