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Every Step of the Way

Partnering across the drug discovery and early-development
spectrum to help clients bring novel therapies to market
for the patients who need them
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Focus of CRL 2019 Investor Day
➢ Overview of strategic and business focus, including our
extensive scientific capabilities and our adaptation to
the changing trends in science and drug research
▪ CRL addressing emerging trends such as cell & gene
therapy and large molecule discovery

➢ Our commitment to generating meaningful operating
margin improvement over the next 2 years
▪ Expect to achieve 20% target in FY 2021

➢ Update on our recent acquisition of Citoxlab
➢ Believe we are well positioned to deliver high-singledigit organic revenue growth and faster earnings
growth over the longer term
▪ Delivered exceptional revenue and EPS growth over last
5 years
3

The Leading, Early-Stage Contract Research Organization
CRL Worked
on

85%
of FDAapproved
drugs in 2018

Market position in
RMS, Safety
Assessment &
Microbial Solutions

>$15B
Outsourced
addressable market

Doubled

HighSingle-Digit

revenue and
non-GAAP EPS
since 2014

CRL organic
revenue growth

(2014-2019E)
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#1

(2-Yr. Target &
2019 Outlook)

80
Novel
molecules
originated for
clients since
1999

>$2B
Invested in
M&A with

~10%
ROIC on M&A
since 2015

Charles River Overview
➢ A leading, full-service drug discovery and early-stage development company
▪ Revenue of $2.27B (FY 2018)

➢ Ability to work with clients to discover new drugs and move downstream with them
throughout early-stage development
➢ No single commercial client accounts for >2.5% of total revenue
➢ A multinational company with ~16,500 employees worldwide
➢ Facilities strategically located in >20 countries, near our major client concentrations
Client
Base(1)
Biotech
37%

Globals
28%
Other (2)
22%
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AsiaPac
7%

Academic/
Gov’t
13%
North
America
65%

(1) Based on CRL’s FY 2018 revenue.

Geographic
Revenue(1)
Europe
28%

Our Unique Role in Drug Research
Business Segments(1)

Research & Development Continuum
Discovery

Preclinical

Phase 1

Phase 2

Phase 3

Commercial

RMS

Research Models

23% of Revenue
(24% of Non-GAAP OI)

Discovery Services

DSA
58% of Revenue
(50% of Non-GAAP OI)

Safety Assessment

Manufacturing Support

Only CRO with an integrated portfolio that spans the drug research
process from target discovery through preclinical development
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See ir.criver.com for reconciliations of GAAP to non-GAAP results.
(1) Based on CRL’s FY 2018 revenue and non-GAAP operating income.
(2) “Other” includes agricultural & industrial chemical, CRO, animal health, life science, CMO,
consumer product, and medical device companies.

Manufacturing
19% of Revenue
(26% of
Non-GAAP OI)

Research Models and Services
Business Drivers
Research Models and Services (RMS):
23% of Revenue (1)
24% of Non-GAAP Operating Income (1)

➢ Increased demand in China for models and services
▪ RMS China slightly less than 10% of RMS revenue

➢ Demand for RM Services to support use of models in
research
➢ DSA segment is RMS’s largest client by a wide margin
▪ ~5% of global RM unit volume

➢ Price and mix offsetting lower demand for research
models in mature markets outside of China
➢ Use of technology to drive efficiency
(1) Based on CRL’s FY 2018 results. See ir.criver.com for reconciliations of GAAP to Non-GAAP results.
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Discovery and Safety Assessment
Business Drivers
Discovery and Safety Assessment (DSA):
58% of Revenue (1)
50% of Non-GAAP Operating Income (1)

➢ Robust demand as biopharma clients augment discovery
and safety assessment capabilities
▪ Biotech leveraging CRO expertise to drive innovation, instead of
building in-house capabilities
▪ Large biopharma utilizing CROs like CRL, in place of maintaining
internal resources
o

Discovery outsourcing penetration: ~25%

o

SA outsourcing penetration: 55% or greater

➢ CRL expanding therapeutic area focus around significant
areas of research investment
➢ Importance of global network for clients working in multiple
regions
➢ ~20% of DSA clients utilize both Discovery & SA capabilities
with significant opportunity to increase client overlap
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(1) Based on CRL’s FY 2018 results. See ir.criver.com for reconciliations of GAAP to Non-GAAP results.

Manufacturing Support
Business Drivers
Manufacturing Support:
19% of Revenue (1)
26% of Non-GAAP Operating Income (1)

➢ Microbial Solutions
▪ Increased demand for rapid testing for both
microbial detection and identification
▪ Continuing to drive growth in both sterile
biopharma market and non-sterile markets
➢ Biologics

▪ Increased number of biologics in development
o Rapid growth of cell and gene therapies

▪ Increased demand for outsourced services
(1) Based on CRL’s FY 2018 results. See ir.criver.com for reconciliations of GAAP to Non-GAAP results.
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Sustaining Our Early-Stage Market Leadership
Biologics
$1.4B$1.7B
Microbial
~$3B

RMS
~$1.5B

>$15B
Discovery
~$5B

CRL addressable,
outsourced market

Mid- to high-singledigit market growth
Safety
Assessment
~$4.5B

CRL
18%
Other
(no single CRO
>5% market share)

#1
market position for earlystage research and
manufacturing support
solutions

CRL has an unmatched portfolio with a significant runway for growth
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LabCorp/
Covance
7%
WuXi
6%

Biotech Innovation Driving Robust Funding Environment
➢ Multiple sources of biotech funding provide balanced access to capital
▪ Biotechs estimated to have at least 3 years(1) of cash on hand today due
to broad-based investment in the sector

Biotech Funding
(Capital Markets/VCs)

~$25B

~$80B

2005-09 (avg.)

2014-18 (avg.)

➢ Biotech continues to benefit from a robust funding environment from
capital markets/IPOs and VCs
▪ 1H19 biotech funding remained on pace with record levels achieved over
the last 4 years

➢ Biotech industry has become the innovation engine for large
biopharma
▪ Large biopharma partnering has funded many of the virtual, small, and
mid-size biotech companies

~$40B
1H19 Actual
Source: Wall Street research, BioWorld.

Companies with Active
Biopharma R&D Pipelines

~2,000

~4,300

2008

2019

Source: PharmaProjects/PAREXEL R&D Sourcebook.

Biotechs have limited to no internal infrastructure; Rely on outsourcing to
early-stage CROs like CRL as flexible and efficient R&D partners
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(1) Source: Wall Street research and CRL management estimates.

Biopharma R&D Fundamentals Remain Strong
Average FDA Drug
Approvals Per Year

➢ Biopharma R&D investments continue to deliver innovative new
therapies
▪ FDA drug approvals and preclinical pipelines have significantly increased
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40

2005-09 (avg.)

2014-18 (avg.)

o Driven by oncology research, rare/orphan disease, and cell & gene therapies

➢ Large biopharma has increasingly externalized R&D for efficiency,
productivity, and speed to market
➢ Large biopharma focusing less on who discovers the molecule
and more on whether the molecule addresses a significant medical
need
▪ Sourcing molecules from biotech, academia/NGOs, and early discovery
CROs
▪ More than half of all large biopharma pipelines are externally sourced
Large biopharma continues to reduce internal capabilities
and increase reliance on outsourcing to CROs like CRL
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25
YTD Aug. 2019
Source: FDA.gov, industry reports.

Preclinical Compounds
in the Pipeline

~5,000

~8,500

2009

2019

Source: Citeline/PharmaProjects.

Robust Revenue & Earnings Growth Potential
➢ Intend to nearly double revenue and non-GAAP
earnings per share over the next 5 years
▪ High-single-digit organic revenue growth

Revenue

▪ Strategic M&A to continue to strengthen our
portfolio and augment organic growth

Approaching

$5B

o Anticipate adding at least ~$1B in annual revenue
through strategic M&A over the next 5 years
• Slightly greater than revenue contribution over the
last 5 years

▪ Non-GAAP earnings per share growth at least in
the low-double digits over the longer term

➢ Committed to significant operating margin
expansion over the next 2 years
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with M&A
~15%
CAGR

$2.63B$2.65B

12%
CAGR or
greater

$1.3B
2014

2019E

2024E

Strategic Plan Targets: 2-Year Goals
2-Year Targets
Organic Revenue Growth

Non-GAAP Operating
Margin

RMS

Low- to mid-single digits

Above 25%

DSA

High-single digits

Mid-20% range

Manufacturing

Low-double digits

Mid-30% range

Consolidated

High-single digits

20%

At least low-double digits

20%

Consolidated with
acquisitions

Goal to achieve 20% operating margin in FY 2021
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Strategic Imperatives
1. Strengthen Portfolio
2. Drive Efficiency
3. Enhance Responsiveness
4. Champion Technology
5. Sustain Culture

Maintain and enhance our early-stage market leadership
and achieve our long-term financial targets
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Strategic Imperatives
1. Strengthen Portfolio
➢ Innovate scientifically to find, assess, validate and
access new capabilities and technologies
➢ Stay abreast of emerging therapies and new
modalities to continue to address clients’ evolving
scientific needs
▪

Leverage portfolio to address shift towards novel
biologics, including cell & gene therapy, RNA, and
antibodies

➢ Invest in areas with greatest potential for growth
through M&A, collaboration via strategic alliances,
and internal investment
▪

Licensing and partnership arrangements beneficial in
this environment of rapidly evolving technologies
o Large molecule discovery and AI/artificial intelligence
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Strategic M&A Remains Top Priority
Acquisitions
WIL Research
April 2016

Agilux Laboratories
September 2016

Brains On-Line
August 2017

KWS BioTest
January 2018

MPI Research
April 2018

Citoxlab
April 2019

Strategic Rationale
➢ Expanded global footprint in safety assessment and exposure to biotech
➢ Established a more comprehensive suite of integrated bioanalytical, DMPK,
and pharmacology services
➢ Established CRL as the premier single-source provider for a broad portfolio of
CNS discovery services
➢ Established CRL as a premier source for immuno-oncology discovery
services
➢ Enhanced our position as the premier, global, early-stage CRO and provided
needed capacity to meet current and future demand
➢ Further solidifies CRL’s leading, global DSA market position and enhances
presence in Europe

➢ Disciplined M&A remains top priority of our long-term growth strategy
➢ Invested >$2B in 13 strategic acquisitions since 2015
▪ ~One-third of 2019E revenue generated from these acquisitions(1)

➢ Managing acquisition and integration process to achieve expected returns
▪ Generated ~10% return (ROIC) on acquisitions since 2015(2)
See ir.criver.com for reconciliations of GAAP to Non-GAAP results.
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(1) For acquisitions from 2015-2019.
(2) For acquisitions from 2015-2018. Updated August 2019. Excludes Citoxlab acquisition.

Focus Areas of M&A and Partnership Strategy
DISCOVERY & SAFETY ASSESSMENT
➢ Continue to strengthen and expand therapeutic area
offering
▪

i.e. precision oncology, immuno-oncology, cell & gene therapy

➢ Enhance large molecule discovery capabilities
➢ Partner or acquire in emerging areas including AI,
genomics/ bioinformatics, translational models, structural
biology, and discovery biomarkers
➢ No major gaps in SA portfolio
▪

May evaluate niche SA capabilities

RESEARCH MODELS & SERVICES
➢ New technologies to support the use of research models
➢ Enhance RM service capabilities
➢ Expand scale and service offering in China

MANUFACTURING SUPPORT
➢ Develop or acquire cell & gene therapy assays and
related capabilities
➢ Evaluate niche capabilities to support clients’
manufacturing activities

ADJACENT CAPABILITIES
➢ Strengthen cell & gene therapy capabilities across
existing businesses and adjacencies
➢ Evaluate new areas of bioanalytical testing and lab
sciences
➢ Investigate CMC and manufacturing scale-up capabilities

Expect the intensity of M&A activity to be
slightly greater than the last 5 years
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CRL Cell & Gene Therapy Capabilities
Research Models & Services

Discovery

➢ Immunodeficient rodent models,
large models, surgically altered
models, and tumor/syngeneic
models

➢ “Combo” pharmacology and
safety studies collaborating across
multiple DSA sites
➢ Range of in vivo proof-of-concept
models

Biologics Testing
➢ Analytical testing services for the
viral gene therapy or viral vector
needed to perform the efficacy/
safety testing for C&GT therapy
programs

Safety Assessment
➢ Bioanalytical, immunogenicity,
and/or biodistribution
assessments that CRL can
perform across multiple SA sites

Microbial Solutions
➢ Advanced rapid screening
technologies to detect and identify
microbial-sourced contaminants to
support the manufacturing
scalability of C&GT and ensuring
safety

~$100M
of current CRL
CG&T annual revenue

➢ Potential to pull through from
nonclinical to clinical lab work

➢ Ability to standardize C&GT
processes and protocols

Leverage synergies across CRL portfolio and invest in new capabilities
to enhance scientific expertise in this emerging, high-growth sector
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Strategic Imperatives
2. Drive Efficiency
➢ Maximize synergies across entire portfolio to
promote best practices and add value to clients’
integrated drug research programs

➢ Remain focused on continuous improvement to
drive further process optimization and
harmonization
▪ ~$300M of cumulative cost savings since 2015
(2015-2019E)

➢ Enhance scalability of operating model and
optimize cost structure to drive greater
productivity and economies of scale
▪ Committed to operating margin improvement
over the next 2 years
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Operating Margin Expansion by 2021
➢ Committed to achieving non-GAAP operating margin
of 20% in FY 2021
▪ Expect to anniversary YOY headwind during 2H19 from
compensation structure adjustment, Biologics capacity
expansion, and large Insourcing Solutions government
contract
o Reduced 1H19 operating margin by ~50 bps

▪ Normalized pace of hiring, particularly in SA
▪ Initiatives to drive operating efficiency
▪ Leverage scalable corporate infrastructure
▪ Continued price increases across our businesses
Achieving our two-year operating margin target of 20% is
predicated on our focus on efficiency and our scalable operating model
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See ir.criver.com/Financial Information for reconciliations of Non-GAAP to GAAP results.

Strategic Imperatives
3. Enhance Speed
➢ Decentralize decision making to become more
agile and strike proper balance between
organizational structure, processes, and culture
➢ Strive to be faster and more responsive at every
step of the early-stage R&D process
▪

Leverage our scientific expertise, regulatory
compliance, and extensive portfolio to provide
clients with fast, reliable scientific results on a costeffective basis

➢ Develop industry’s fastest drug development
turnaround times by reducing hand-offs and further
simplifying and standardizing processes
▪
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Targeting to reduce early-stage timelines by an
additional year

Strategic Imperatives
4. Champion Technology
➢ Transform industry with a best-in-class
technology platform
▪ Build a digital enterprise/operating model
▪ Enhance cybersecurity to better protect client
information

➢ Enable clients with real-time access to scientific
data and self-service options
▪
▪

Digitize the end-to-end client experience
Build the right e-commerce solution for our unique
needs

➢ Technology is a key to transform faster
▪
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Embrace automation/robotics and AI/machine
learning to enhance client experience, operational
effectiveness, and provide better science

Strategic Imperatives
5. Sustain Culture
➢ Strive to be an employer of choice in the
life sciences industry to attract, onboard, and
retain the best people
➢ Drive employee engagement to enhance
our culture of commitment and longevity
➢ Reward talent and encourage career
development to further develop broad
bench strength and deep expertise
➢ Embedding sustainability in our culture
throughout CRL
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Commitment to Sustainability
Environmental
➢ Seek to minimize our impact on natural resources by implementing
environmentally sustainable practices
▪ Established 5-year target to reduce CRL’s carbon intensity by 15% between
2016-2021 (~3% per year)
o Achieved ~15% reduction to-date (2016-2018) and intend to remain on target for 2021

Social
➢ Committed to good corporate citizenship by focusing on
improving the quality of people’s lives from patients and clients to
employees and our communities
▪ One of only 230 companies named to the 2019 Bloomberg Gender
Equality Index

Governance
Sustainability:
The way in which we do
business influences the
25
results
we seek to achieve

➢ Committed to operating our business with integrity and
accountability
▪ Aim to meet or exceed all of the corporate governance standards
established by the NYSE and SEC

Our Guiding Principles
➢ Extensive Scientific Expertise: Experience with thousands of
molecules across every therapeutic and disease area
▪ Nearly 2,000 scientists with advanced degrees (D.V.M., Ph.D., D.A.B.T.)

➢ Our People: Strategic hiring and building broad bench strength
▪ Employee base has doubled since 2014 (2014-2019)

➢ Superior Client Service: A seamless, customized experience will
be critical to ensuring that every client feels like our only client
▪ Promote strategic relationships and partnering across our broad
portfolio to support clients’ critical go/no-go decisions

➢ Broad Portfolio: Adding new products and services and acquiring
assets to enhance our ability to support clients’ drug research efforts
▪ No direct competitor has an early-stage portfolio as expansive

➢ Building Shareholder Value: Goal to nearly double revenue and
earnings per share over next five years
Enhance our position as the leading full service, early-stage CRO
with integrated drug discovery and early development capabilities

26

Successful execution of our strategy is
demonstrated by the fact that Charles River’s
scientists worked on 85% of all drugs
approved by the FDA in 2018
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