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• Soft CRO market in 2009: Total sales among JCROA members rose 10% y-y to 
¥113.0bn in 2009. However, the main factor behind growth was the addition of non-
clinical trial operations that some companies had not included in 2008, and adjusting 
for this factor we estimate that sales were broadly flat y-y. That said, sales from 
pharmaceutical-related areas rose 5%. Moreover, JCROA’s forecast for overall 2010 
sales is for a 6% rise to ¥120bn.  

• Data management solid: Sales in the data management/statistical analysis category, 
which covers collating and analyzing clinical trial data, rose 13% y-y to ¥20.7bn in 
2009. One factor behind this, in our view, was the large number of projects 
approaching their final stages, as this is when more data processing and other similar 
tasks are needed. Data management sales have been growing strongly for some time, 
and with no major changes in the business environment likely, we expect them to 
exhibit stable growth within the CRO market.  

• Monitoring sales down but we expect improvement in operating conditions in 
2010: Meanwhile, sales in the monitoring category, which covers the oversight of 
clinical trial procedures at medical institutions, fell 3% y-y to ¥54.6bn, the first decline 
in five years. In our view, this was a result of mergers among non-Japanese 
pharmaceutical companies prompting reviews of development pipelines. However, we 
think the picture in 2009 was due to one-time factors, as evidenced by the pickup in 
monitoring orders at sector companies in Q4, and as such we expect the overall 
market to stage a modest recovery in 2010.  

• CRO market changing: Joint international trials (particularly those carried out in 
Japan) appear to be accounting for a rising proportion of clinical trials outsourced to 
CROs. Moreover, development trends among drug companies mean that a rising 
number of trials are likely to be in central nervous system treatments and other areas 
that require a high degree of specialization. We thus think joint international trials and 
specialist areas will drive the market. The industry overall also appears to be going 
through a shakeout. Smaller CROs continue to see tough business conditions, with 
staff leaving for larger companies and customers preferring to outsource to 
companies with strong track records, which are often the larger ones. Meanwhile, the 
business environment for major CROs has improved, judging by recent orders, and 
we expect further strong growth in earnings at CMIC and EPS. (KE) 
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CRO market soft in 2009 but we expect modest recovery in 
2010 
The Japan CRO Association (JCROA) published its overview of member contract 
research organization (CRO) earnings for CY2009 at its earnings reporting briefing on 25 
February. Total sales were up 10% y-y at ¥113.0bn. Excluding site management 
organization (SMO) and non-clinical research operations, sales from CRO services alone 
(for pharmaceuticals, medical equipment, and foods) rose by a modest 3% to ¥89.3bn. In 
our view, growth weakened in 2009 as mergers among non-Japanese pharmaceutical 
companies prompted reviews of development pipelines. In terms of service type, demand 
was weak for monitoring services but strong for data management. Moreover, it appears 
that JCROA members have won an increasing number of orders for joint international 
trials. We expect a modest recovery in the CRO market overall in 2010, given the pickup 
in orders among CRO majors in 2009 Q4, particularly at CMIC [2309] (Buy; ¥18,770, 25 
February close) and EPS [4282] (Buy; ¥365,500).  
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Issuer Ticker Price 
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Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin 
America for ratings published from 27 October 2008: 
The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual stock. Analysts 
may also indicate absolute upside to price target defined as (fair value - current price)/current price, subject to limited management discretion. In 
most cases, the fair value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate valuation 
methodology such as discounted cash flow or multiple analysis, etc. 
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• A rating of "1", or "Buy", indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. 
• A rating of "2", or "Neutral", indicates that the analyst expects the stock to perform in line with the Benchmark over the next 12 months. 
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Sectors: 

A "Bullish" stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. 
A "Neutral" stance, indicates that the analyst expects the sector to perform in line with the Benchmark during the next 12 months. 
A "Bearish" stance, indicates that the analyst expects the sector to underperform the Benchmark during the next 12 months. 
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Explanation of Nomura’s equity research rating system for Asian companies under coverage ex Japan 
published from 30 October 2008 and in Japan from 6 January 2009: 
Stocks: 

Stock recommendations are based on absolute valuation upside (downside), which is defined as (Price Target – Current Price) / Current Price, 
subject to limited management discretion. In most cases, the Price Target will equal the analyst’s 12-month intrinsic valuation of the stock, based on 
an appropriate valuation methodology such as discounted cash flow, multiple analysis, etc. 
• A "Buy" recommendation indicates that potential upside is 15% or more. 
• A "Neutral" recommendation indicates that potential upside is less than 15% or downside is less than 5%. 
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involving the subject company. 
• Stocks labelled as "Not rated" or shown as "No rating" are not in Nomura's regular research coverage. 
Sectors: 

A "Bullish" rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive 
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Price targets 
Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any price target may be impeded by 
general market and macroeconomic trends, and by other risks related to the company or the market, and may not occur if the company's earnings 
differ from estimates.  
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Nomura Securities Co., Ltd. 
Financial instruments firm registered with the Kanto Local Finance Bureau (registration No. 142) 
Member associations: Japan Securities Dealers Association; Japan Securities Investment Advisers Association; and The Financial Futures 
Association of Japan. 
Additional information available upon request. 
NIPlc and other Nomura Group entities manage conflicts identified through the following: their Chinese Wall, confidentiality and independence 
policies, maintenance of a Stop List and a Watch List, personal account dealing rules, policies and procedures for managing conflicts of interest 
arising from the allocation and pricing of securities and impartial investment research and disclosure to clients via client documentation. 

Disclosure information is available at the Nomura Disclosure web page: 
http://www.nomura.com/research 
 


