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Prescription for Profit:
Pharmaceutical-Biotech Industry's
2016 Outlook
Researched by Annette Kreuger, Global VP
Pharmaceutical-Biotech Group--With current
economic reports going from bad to worse, the
Pharmaceutical-Biotech Industry shines a strong
ray of economic light. Despite the roller coaster
rise and fall of the economic scene, the fact
remains that a successful drug that the public
either needs or desires, requires the facilities to develop, test, produce, package and
distribute it. The epic rate of new drug approvals--paired with an ever expanding client base--
is helping to fuel the growth in facilities across the globe.
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North American Project Spending
Fallout - Lower Expectations Means
Fewer Delays, Cancellations
The total investment value (TIV) for North American
projects that were scheduled to begin construction in
2016, but have been canceled or placed on hold, or
had their construction kickoff dates moved out to
another year, stood at a little more than $118 billion
at the end of January. This is a 6.44% improvement
from the "fallout" figure a year ago for 2015.

Continue Reading >>>

North American Transmission
Developers Plan Three Busy Years of
Projects
The North American transmission buildout remains
alive and well, with more than 400 projects valued at
more than $54 billion scheduled to kick off
construction in the next five years. Within North
America, the U.S. is the leading national market, and
within the U.S., no region expects to see more
project activity than the Rocky Mountains market, with more than $18 billion of active projects
under development.
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Click below to learn more about upcoming
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and events that we will be hosting. 
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North America Chemical Processing Industry
Potential Spending Activities - 2016 Edition

Industrial Info's North American Chemical
Processing Industry Potential Spending Activities
Wall Map provides an overview of 2,600+ Chemical
Processing Industry projects...
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Prescription for Profit: Pharmaceutical-Biotech Industry's 2016
Outlook

Researched by Annette Kreuger, Global VP Pharmaceutical-Biotech Group--With current
economic reports going from bad to worse, the Pharmaceutical-Biotech Industry shines a
strong ray of economic light. Despite the roller coaster rise and fall of the economic scene,
the fact remains that a successful drug that the public either needs or desires, requires the
facilities to develop, test, produce, package and distribute it. The epic rate of new drug
approvals--paired with an ever expanding client base--is helping to fuel the growth in
facilities across the globe.

Industrial Info is tracking this growth with the launch of its global reporting in the
Pharmaceutical-Biotech Industry. While North America remains the No. 1 market for
pharmaceuticals, Europe is a close second, with Asia and Latin America rapidly gaining
market share.

In North America alone, the world's largest market for drug products, the industry is set to
launch more than $20 billion in capital projects during 2016. Globally, that number
increases by a minimum of $10 billion. Ranging from $1 million to nearly $2 billion per
project, today's industry project-spending activity is rivalling the "golden years" of pharma.

No matter what part of the region one looks in, there is a major industry project on tap.
Roche's Genentech (South San Francisco, California) has tapped Hillsboro, Oregon, as the
site for a $125 million biotherapeutic fill-and-finish unit addition. The project will add a third
aseptic fill/finish production suite within the company's existing, 300,000-square-foot plant,
expanding the current fill/finish capacity of 20 million vials (3cc to 100cc) per year. NNE
Pharmaplan (Morrisville, North Carolina) is the project A&E consultant.

The current granddaddy of all active reported projects in North America is the nearly $2
billion plan by Novo Nordisk AS (NYSE:NVO) (Bagsvaerd, Denmark) to construct a huge
manufacturing campus in Clayton, North Carolina. When complete, the site will produce the
active pharmaceutical ingredient (API) for use in the production of insulin.

Europe is seeing the same kind of investments. Biogen (NASDAQ:BIIB) (Cambridge,
Massachusetts) is investing upward of $1 billion to construct a grassroot Mammalian Cell-
Based (Protein) Biologics Plant in Solothurn, Switzerland.

Traditionally, 80% of reported Pharmaceutical-Biotech projects actually make it to
construction. It is not unusual to see projects attached to facilities that have gone into new
ownership resurface. When a site has the adequate infrastructure to support growth, and the
plans are already in place, it is often an enticement to the new owners.

With all of the industry's merger and acquisition (M&A) activity, many plants were closed for a
variety of reasons, including redundancy and the spin-off of product lines. The majority of
these plants are being purchased, renovated and reopened by smaller companies. Many of
the projects--be they grassroot or a renovation--find the coffers open in terms of incentives
offered by the municipal, county, state and even federal authorities, anxious to expand and
retain what are relatively high-paying positions.

The M&A's have paved the way for a shake-up of the old regime; in many cases, new C-suite
executives and boards are demanding accountability and improving the bottom line. What
was once a sure "in," is not necessarily the case today. Established industry suppliers and
vendors are often finding themselves facing new, serious players that have a shot at making
the leap to pharma.

Many of these new-to-the-industry companies have seen their traditional industries hit
shallow waters and have looked to see how they could fit into the entire life-science picture.
Or they are looking to expand and want a chance at some of those "Big Pharma" dollars. And
they are succeeding. There are many overlaps between virtually every industry sector, and
what serves one can fit another. It is just a new way of looking at their services and product
lines to market to the industry.

Outsourcing--in this case, the use of contract manufacturers and research organizations
(CMOs and CROs)--is a steady source of project activity, albeit on a smaller scale. In the
past, the majors preferred to keep everything in-house; but today's new specialty drugs
target smaller patient bases and require smaller production runs. It usually makes more
fiscal sense to shop out manufacturing to a CMO with dedicated production lines. Even the
majors are offering CMO services for some of the more complex formulations of biological
drugs. AstraZeneca's (NYSE:AZN) (London, England) Medimmune facility in Frederick,
Maryland, is just one example of a site that produces both proprietary products and offers
contract services at its massive production campus.
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Manufacturing of active pharmaceuticals ingredients (APIs) is hot across the globe again,
thanks to both expanded demand and new drug products. Certain regions have fallen into
disfavor for FDA infractions and quality issues for those drug products intended for sale to
the mature markets of North America and Europe. While still utilized by many western
companies for supply, countries such as India are finding the demand growing within their
borders, for both APIs and finished-dosage products.

The global expansion of healthcare access is fueling spending across the globe. The bulk
of drug development still occurs in the West, led by the U.S. That fact is also the simple
reason there are no stringent price controls in the U.S. on drug products. It is basic math:
The higher prices support the development of new drugs that serve the entire world. A major
drug can cost $1 billion from "bench to bedside." Someone has to pay, and it stands to
reason it would be the country with the biggest market share.

Please enter any questions or suggestions below.

Questions/Suggestions:
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North American Project Spending Fallout - Lower Expectations
Means Fewer Delays, Cancellations

The total investment value (TIV) for North American projects that were scheduled to begin
construction in 2016, but have been canceled or placed on hold, or had their construction
kickoff dates moved out to another year, stood at a little more than $118 billion at the end of
January. This is a 6.44% improvement from the "fallout" figure a year ago for 2015.

In the above chart, the January column indicates the TIV for project fallouts in 2014 (b lue)
and 2015 (green), and the estimated fallout for 2016 (red). The numbers for February
through December indicate the fallout for each month in the two previous years.

Lower expectations for the Oil & Gas industries played a major role. After fourth-quarter
2014's dramatic decline in oil and gas prices, the TIV of fallouts in January 2015 skyrocketed
by more than 56%. In particular, the Oil & Gas Pipelines Industry saw a staggering 1,322%
jump in fallouts from January 2014, with Production up 332% and Chemical Processing up
401%.

But last month's overall results show North America's Oil & Gas industries adapting to the
lower commodity prices. The Production Industry saw its fallout nearly halved, from $70.4
billion to $37.5 billion, while the Pipelines Industry dropped from $14.9 billion to $6.2 billion.
Project owners are not kidding themselves that the market would allow them to begin many
major projects in the near future, no less ones that already are on hold.

The Metals & Minerals Industry saw the sharpest increase in fallout, from $7.5 billion in
January 2015 to $25 billion last month. Declining domestic demand for coal, as well as
China's tremendous influence on the international market, have battered the industry and
caused major companies to slash their earnings outlooks and capital-spending plans.

A widespread switch from coal-fired to gas-fired power has exacerbated these problems; for
more information, see December 15, 2015, article - EIA: U.S. Coal Production Drops 10% in
2015, Consumption by Power Industry to Rise 1% in 2016. But other segments have faced
challenges; just recently, Revolution Aluminum LLC put its $2.4 billion flat-rolled aluminum
minimill in Pineville, Louisiana, on hold. And companies involved in the exploration of
Canada's oil sands have seen a large number of projects hit delays or halted altogether;
among those is Total E&P Canada Limited's $11 billion addition to the Joslyn Oil Sands
Mine in Alberta.

But three industries actually reported more project kickoffs than expected for two years in a
row, with a stronger amount for 2016: Alternative Fuels, which increased from $869 million in
surplus kickoffs to $5.74 billion; Food & Beverage, which increased from $537 million to $1.4
billion; and Industrial Manufacturing, which rose from $7.3 billion to $10.2 billion.

Please enter any questions or suggestions below.

Questions/Suggestions:
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North American Transmission Developers Plan Three Busy Years
of Projects

The North American transmission buildout remains alive and well, with more than 400
projects valued at more than $54 billion scheduled to kick off construction in the next five
years. Within North America, the U.S. is the leading national market, and within the U.S., no
region expects to see more project activity than the Rocky Mountains market, with more than
$18 billion of active projects under development.

Other areas with significant transmission capital projects under development include the
Great Lakes, Midwest, Northeast and Southwest.

There are 14 active transmission projects valued at $1 billion or more that are under
development across North America. The state of Wyoming and the province of Quebec each
are home to two, billion-dollar-plus projects, while other large projects are scheduled to be
built in New Mexico, Maine, Newfoundland, Idaho, Maryland, New Jersey, Virginia, Manitoba,
Missouri and Texas.

The next three years are expected to be very active: more than $14 billion of projects are
scheduled to begin construction annually in 2016, 2017 and 2018. Industrial Info does not
expect all of these projects to begin turning dirt according to their current schedules.
Transmission projects are particularly vulnerable to delay and cancellation because they
cross the boundaries of so many property owners, any of whom could decide to oppose a
particular project. Multi-state projects require the support of each state through which the line
passes, as well as up to several federal agencies.
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One example of the quagmire that multi-state jurisdiction can be is Clean Line Energy
Partners' (Houston, Texas) Grain Belt Express interstate transmission project, a 775-mile,
high-voltage, direct-current (HVDC) transmission project that would bring up to 4,000
megawatts (MW) of wind-derived energy from western Kansas to Missouri, Illinois, Indiana
and beyond. The $2 billion project was supported by regulators in Kansas and Indiana, but
Missouri utility regulators nixed it last summer. Clean Line Energy Partners said it remains
committed to the project. For more on the Grain Belt Express project, see July 13, 2015,
article - Grain Belt Express Transmission Project Blocked by Missouri Regulators. Industrial
Info is tracking 28 North American transmission projects valued at $10.9 billion that have
been cancelled or placed on hold. These projects were scheduled to begin construction
between 2013 and 2015.

"Siting issues make transmission projects especially difficult and risky," said Britt Burt,
Industrial Info's vice president of research for the global Power Industry. "First, there are a lot
of different reviews a project must pass through. Then, there is the people part: People may
love wind turbines and solar projects, but many have no love for the transmission lines
necessary to being the renewable power from remote areas, where it is generated, to the
cities and towns where it will be used."

That makes stakeholder outreach particularly critical. It can be time-consuming and
expensive, but the alternative is stalled or cancelled projects. The comment of one utility-
company official to Industrial Info shows the challenge of building transmission today: "It
took us 16 years to get a particular transmission line built--14 years of stakeholder outreach
and litigation, and two years for the actual construction. Our biggest challenge wasn't
construction." For more on the importance of stakeholder outreach, see August 2, 2012,
article - Huge Western Transmission Build-out Turns on Winning Friends and Influencing
People Locally.

Not all planned transmission projects are tied to renewable generation, though those that
are also face the permitting and financing hurdles of getting the large and often expensive
projects built. Many of the transmission projects under development are to increase
reliability or replace lines that are approaching the end of their useful lives. Environmental
regulations are causing many older, less-efficient generators to close, and building
replacement generation may require extending some lines or building new ones. Reliability
organizations like PJM and MISO have approved dozens of transmission projects for the
purpose of enhanced grid reliability.

And while transmission project developers have a big book of business now, some states
are looking into whether changes at the distribution level could reduce the need for
transmission lines. California, for one, is moving aggressively to investigate a welter of
changes at the distribution level that could reduce the need for future transmission lines.
The state and its shareholder-owned electric utilities are investigating the degree to which
distributed generation like community solar gardens and rooftop solar, as well as electric
storage, smart grid technology, new pricing options and expanded efficiency programs could
shrink the need for new transmission lines. For more on that, see November 20, 2015,
article - SCE Aims to Turn Electric Grid from One-Way Street to Two-Way Electricity Freeway.

Still, despite the challenges of building transmission lines, there are plenty of developers
with plenty of proposed projects. A few years ago, the Federal Energy Regulatory
Commission (FERC) (Washington, D.C.) issued Order 1000 to expedite and standardize
interstate transmission planning. And the nation's transmission policy is being shaped by
the potential for incentive compensation above traditional rate-of-return earnings, making
some transmission projects even more attractive.

"For too long, transmission has been the quiet issue that drew little attention," Industrial
Info's Burt said. "The lines were built decades ago, and they have done a remarkable job
keeping the lights on as the industry has gone through waves of changes at the generation
and distribution levels. But now the chickens are coming home to roost. Energy policy and
environmental policy are imposing new demands on an aging network. Significant new
investment in transmission is needed. Our project database shows there are many firms
willing to step up. The question is, will they be supported, or thwarted, by regulators and
intervenors?"

Please enter any questions or suggestions below.
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Upcoming Tradeshows & Events

Market Outlooks & Networking Events

Industrial Info is pleased to be returning to Chicago in second-quarter 2016 for our popular
annual Industrial Market Outlook & Networking Event! Industrial Info is currently tracking
more than 8,000 capital & maintenance projects worth $568 billion that are set to begin
construction in 2016 in the U.S. & Canada, including more than $45 billion worth of projects
in the Great Lakes market region. Exact date to be determined.

Chicago, IL Market Outlook Event - Register Now » 

Tradeshows 

Booth TBD
Feb 28 - Mar 2, 2016
Buena Vista, Florida
Disney's Coronado
Springs Resort
View tradeshow »

Booth #114
March 1 - 2, 2016
Galveston, TX
Moody Gardens
Convention Center
View tradeshow »

Booth #6300N
March 6 - 9, 2016
Toronto, Ontario
Metro Toronto
Convention Centre
View tradeshow »

Booth #TBD
March 20 - 22, 2016
Galveston, Texas
Moody Gardens Hotel
& Convention Center 
View tradeshow »

Booth #307
March 21 - 24, 2016
Denver, Colorado
Colorado Convention
Center
View tradeshow »
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February 2016: In this Issue...

Pharma Industry's 2016 Outlook
NA Project Spending Fallout
NA Transmission Projects Plan
Upcoming Tradeshows & Events
New Products & Resources
Who is Industrial Info? (Video)

Upcoming Events... 

I.M.P.A.C.T. 
Buena Vista, Florida
Feb 28 - Mar 2, 2016
View Details >> 

Energy Construction Forum 
Galveston, Texas
March 1 - 2, 2016
View Details >> 

PDAC 
Toronto, Ontario
March 6 - 9, 2016
View Details >> 

GCA 
Galveston, Texas
March 20 - 22, 2016
View Details >> 

The Wall Street Journal...

WHO IS INDUSTRIAL INFO?

Join our social networks!

         

New Products & Resources

North America Chemical Processing Industry Potential Spending Activities - 2016 Edition

Industrial Info's North American Chemical Processing Industry Potential Spending Activities
Wall Map provides an overview of 2,600+ Chemical Processing Industry projects at more
than 1,000 chemical processing plants in the U.S., Canada and Mexico valued over $106
billion USD.

PECWeb Geolocator

(Click image to enlarge) (Click image to enlarge)

Make sure to have a look at our PECWeb Geolocator tool, available from all plant and project
searches in PECWeb. The Geolocator provides a visual guide to the projects that interest
you and allows you to run a range of queries to find the opportunities that you're after. While
the tool is straight-forward and easy to use, we will be posting a detailed guide on our site
soon!
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