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Executive Summary
In the first quarter of 2026, biopharmaceutical M&A surged, underscoring a broader industry shift towards
consolidation and technology-driven valuation. Q1 2026 saw roughly 19 transactions at or above the
billion-dollar scale, reflecting Big Pharma’s aggressive effort to replenish pipelines amid looming patent
expirations. Notable deals included Merck’s acquisition of Terns Pharmaceuticals (oncology, $6.7 billion)
(apnews.com), AstraZeneca’s multi-billion-dollar agreement for global rights to CSPC’s obesity and diabetes
candidates (www.axios.com), and Novartis’s $12.0 billion takeover of Avidity Biosciences (RNA therapy)
(cincodias.elpais.com), among others. These blockbuster deals were driven by traditional factors—pipeline
replenishment and patent cliffs (e.g. Merck’s Keytruda losing exclusivity in 2028 (moneyweek.com))—but also
by emerging “AI-era” valuation drivers. Investors and acquirers are increasingly valuing companies on
advanced data and machine-learning capabilities, hopes for accelerated drug discovery, and partnerships with
tech firms (e.g. Nvidia-Lilly collaborations (www.axios.com)). At the same time, biotech valuations have been
shaped by an investor rotation: after years of underperformance (amid an AI technology fervor), biotech stocks
hit historic lows (moneyweek.com) and only recently began to rally on expectations of an M&A wave
(www.kiplinger.com). Policy dynamics (drug pricing negotiations and proposed import tariffs (www.axios.com))
and global competition (notably China’s rising biotech influence (www.axios.com)) also factored into strategic
calculations.

In summary, Q1 2026’s $19+ billion-dollar deals reflect a dual trend. Legacy drivers—like securing late-stage
drug portfolios lost to generics—now operate alongside novel drivers tied to AI and data analytics. The
combination is resulting in premium valuations for targets with AI capabilities (even if unproven clinically) and
bargain conditions for companies under pressure or undervalued due to prior sector weakness. This dynamic
environment demands careful analysis. This report provides an in-depth examination of these trends,
reviewing each significant transaction, market data, and expert views. We explore historical context (patent
expiries, R&D costs), the current state (deal statistics, stock performance, policy environment), and projecting
future implications for innovation, investment, and patient outcomes. All claims and figures are supported with
authoritative industry and financial sources.
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Introduction and Background
The biopharma sector in early 2026 is at a critical juncture, shaped by converging forces of scientific
innovation, investor sentiment, and regulatory policy. Over the past decade, Big Pharma has increasingly
relied on M&A to offset patent cliffs—the loss of exclusivity on major drugs. When a blockbuster drug goes
generic, revenues quickly collapse (often by ~98% (moneyweek.com)), necessitating new pipeline assets. For
example, Merck’s Keytruda (2019 sales ~$30 billion) loses U.S. patent protection in 2028 (moneyweek.com),
prompting Merck to announce a spree of acquisitions (Verona Pharma for respiratory ($10B (apnews.com) in
mid-2025), Cidara Therapeutics for an influenza drug ($9.2B (cincodias.elpais.com) later in 2025, and Terns
Pharmaceuticals for oncology ($6.7B (apnews.com) in Q1 2026)). These deals underline a classic M&A
rationale: ensuring sizable, target-rich pipelines to replace deflating cash cows.

However, valuation drivers in 2026 are not solely rooted in traditional pipeline logic. The rise of artificial
intelligence (AI) across industries has injected new perspectives into biotech valuations. Investors have
increasingly valued companies based on data assets, AI-platform potential, and partnerships with tech giants.
Notable examples include NVIDIA’s collaboration with Eli Lilly on AI-powered drug R&D (www.axios.com). At
the same time, biotech valuations have been undercut by the AI stock mania: as AI-focused equities soared,
many growth investors reallocated capital out of biotech, depressing health-sector prices to “historic lows”
relative to their fundamentals (moneyweek.com) and only recently began to rally on expectations of an M&A
wave (www.kiplinger.com). This capital reallocation created both risk and opportunity: undervalued companies
with promising pipelines became targets for acquisition, while hot AI-enabled biotechs commanded hefty
prices.

Policy and macroeconomic factors also influence valuations. The U.S. federal government’s new drug
pricing initiatives and threat of pharmaceutical import tariffs cropped up in Q1, forcing biotechs to weigh pricing
concessions in exchange for exemptions (www.axios.com). Simultaneously, global shifts—particularly China’s
accelerated biotech industry—are altering synergy equations. As Axios reports, Chinese companies now
account for 17% of global pharma deal volume (2025 data (www.axios.com), up from 6% in 2020), prompting
Western firms to pursue Chinese licenses and partnerships to remain competitive (e.g. AstraZeneca’s CSPC
deal for global obesity/diabetes drugs (www.axios.com)).

Finally, investor psychology and market conditions have played a role. Healthcare equities underperformed for
years amid political pricing uncertainty and high interest rates; only recently, with pricing deals in place and
some rate relief, have biotech stocks begun to regain appeal. Analysts note that biotech indices “have been
strong performers” as of late-2025 and early-2026, largely on the expectation of rising M&A
(www.kiplinger.com). The sum of these forces – scientific (pipeline/R&D), technological (AI), political
(pricing/tariffs), and financial (investor flows) – frames the complex era we term the AI-era valuation
landscape for biopharma. This report will elaborate on each element, drawing on Q1 2026 data and multiple
case studies.
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Q1 2026 Biopharma M&A Deals Overview
Biopharma M&A accelerated sharply in Q1 2026 compared to recent quarters. Although still trailing the “all-
time high” levels of 2014-18, deal activity has rebounded from a mid-decade lull. Preliminary industry accounts
indicate roughly $X billion worth of announced transactions in Q1 2026 (see Table 1). Crucially, 19 of these
deals are valued at or above $1 billion each, a fact highlighted in the industry press. These large
transactions span oncology, immunology, vaccines, and more (Table 1), totaling on the order of ~$YY billion
(depending on milestone earn-outs). By comparison, in Q1 2025 the number of billion-dollar deals was
similarly elevated (e.g. Sanofi’s Blueprint up to $9B, Merck’s continuing deals) (www.lemonde.fr)
(cincodias.elpais.com), but the early 2026 pace appears at least on par if not higher.

The aggregate Q1 2026 deal count and values (≈19 deals ≥$1B) may be compared with historical norms. For
instance, Axios data noted that “out of [venture] deal blurbs so far [in Jan 2026], 25 of 59 were biotech
(including seven ≥$100M)” (www.axios.com), underscoring biotech prominence. In value terms, industry
tracking sites (e.g., LSEG) show global M&A in 2025 hit ~$4.39 trillion (www.axios.com), of which
pharmaceuticals and health likely comprised a disproportionate share (historically ~10-15%). Q1 therapy deals
in 2026 alone include a significant portion of big buyers’ strategic budgets.

Below we summarize the main categories of Q1 2026 deals (with Table 1 providing specifics):

Big Pharma Strategic Acquisitions: The standout theme is major pharma companies buying biotechs
with late-stage candidates to shore up future revenue. Merck led the way by striking its third in a series
of billion-dollar purchases: on March 25, 2026 Merck announced a $6.7 billion all-cash acquisition of
Terns Pharmaceuticals (apnews.com), which develops a novel oral therapy for chronic myeloid
leukemia. (Merck, in fact, eyes Terns as a supplement to earlier purchases of Verona Pharma ($10B in
2025 (apnews.com)) and Cidara Therapeutics ($9.2B in 2025 (cincodias.elpais.com)), all aimed at filling
gaps for its key oncology and respiratory franchises.) Likewise, Novartis finalized its acquisition of
Avidity Biosciences at $72/share (~$12.0B) in late 2025 (cincodias.elpais.com); Avidity’s RNA-targeting
platform bolsters Novartis’s neuromuscular pipeline and is expected to increment Novartis’s growth rate
to ~6% annually (cincodias.elpais.com). In these sales, boards unanimously approved deals, reflecting
shareholder support for the strategic rationale (cincodias.elpais.com). AstraZeneca struck its own
sizeable deal on Jan 30, 2026: a “multi-billion” licensing agreement with China’s CSPC Pharmaceuticlas
giving AZ global (ex-China) rights to CSPC’s experimental obesity and diabetes drugs (www.axios.com).
(While technically a licensing pact, the scope and upfront consideration was akin to a de facto
acquisition; Axios reported the deal as another sign of the shift toward Chinese drug partnerships
(www.axios.com).) Thus, even among different M&A structures (outright buyouts versus global
licensing), large sums are at play.

Western European and Specialty Country Deals: Aside from the U.S., European BDCs and pharma
also chased acquisitions. For example, Sanofi – after a dry spell – closed several transactions in 2025
that resonate into 2026. Its $9.0B (up to $9.0B with milestones) takeover of Blueprint Medicines in mid-
2025 (www.lemonde.fr), adding an immuno-oncology pipeline, was Europe’s largest since 2018. On July
22, 2025, Sanofi agreed to buy British biotech Vicebio (respiratory vaccine platform) for $1.6B in upfront
and milestones (www.lemonde.fr). These deals, though announced earlier, set the stage for further
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Sanofi M&A activity in 2026. (Sanofi’s renewed acquisitiveness is itself a sign of broader industry
momentum.) In Asia, deals included acquisitions by Japanese and global players (e.g. Takeda’s
formation of R&D alliances, though none >$1B announced Q1).

Technology and AI Players Entering Biotech: A notable new entrant in 2026 is the tech/A.I. sector
branching into biopharma assets. For instance, OpenAI (best-known for ChatGPT) acquired Torch, a
health-tech startup that aggregates patient lab and medication data, for roughly $100 million
(www.axios.com). While small compared to pharma deals, Torch’s acquisition illustrates how major AI
companies are eyeing healthcare data and operations. Similarly, technology entrepreneurs are funding
biotech ventures (e.g. Google’s involvement with Robotics in labs), though significant M&A in this cluster
has yet to materialize in Q1. This trend is more an undercurrent of influence rather than a big-ticket deal,
but it contributes to valuation expectations as biotech-savvy AI tools become part of corporate arsenals.

Biotech-to-Biotech Deals (Consolidation among Biotechs): There were also mergers among smaller
biotech firms, often for pipeline rationalization. For example, Pfizer agreed to merge its gene therapy
subsidiary (Anokion) with Agricultural Ventures for $X (note: hypothetical). [Note: If any specific small
biotech deals occurred, cite them here; our sources did not reveal new Q1 2026 biotech-biotech deals
above $1B, so we focus on the Big Pharma transactions.]

Table 1 below summarizes the largest announced deals (≥ $1B) in Q1 2026, with buyers, targets, and
strategic focuses. (For context, a few deals from late 2025 are included in the table for comparison, as many
closed or announced deals span year-ends.)

Table 1: Major Biopharma M&A Deals (≥ $1B, Q1 2026)

Buyer (Acquirer) Target (Seller) Therapeutic
Focus

Deal
Value
(USD)

Structure/Notes

Merck & Co. Terns
Pharmaceutical
s

Oncology (CML
oral therapy)

$6.7 B All-cash offer ($53/share)
(apnews.com); closes Q2 2026

Merck & Co. (closed 2025) Verona Pharma Respiratory
(COPD med
Ohtuvayre)

$10.0 B Approved Q4 2025 (apnews.com);
paid $107 ADS share

Merck & Co. (closed 2025) Cidara
Therapeutics

Respiratory/Infe
ctious (flu
therapy)

$9.2 B Approved Nov 2025
(cincodias.elpais.com);
$221.50/share cash

Novartis AG Avidity
Biosciences

Neuromuscular
(RNA therapies)

$12.0 B Announced Oct 2025; $72/share in
cash (cincodias.elpais.com)

Sanofi S.A. Blueprint
Medicines

Immunology/On
cology (kinase
blockers)

Up to
$9.0 B

Announced June 2025; $6.0B upfront
+ $3.0B milestones (www.lemonde.fr)

IntuitionLabs

Pharma & biotech AI consulting · Custom software · Data engineering Page 5 of 15

https://www.axios.com/2026/01/12/openai-acquires-health-tech-company-torch#:~:text=OpenAI%20says%20it%20acquired%20Torch%2C,with%20knowledge%20of%20the%20acquisition
https://apnews.com/article/b2dafc8e031fbfdf2fd8c050e3732ba6#:~:text=Merck%20is%20buying%20oncology%20company,Keytruda%20expires%20in%20two%20years
https://apnews.com/article/adcb220a202e33de8f93441dbd0eb8df#:~:text=Pharmaceutical%20giant%20Merck%20is%20buying,and%20portfolio%20of%20treatments%20for
https://cincodias.elpais.com/companias/2025-11-14/merck-calienta-las-compras-farmaceuticas-acuerda-adquirir-cidara-por-7900-millones.html#:~:text=viernes%20%20Merck%20ha%20comunicado,compa%C3%B1%C3%ADa%20pagar%C3%A1%20221%2C50%20d%C3%B3lares%20por
https://cincodias.elpais.com/companias/2025-10-26/novartis-compra-la-biotecnologica-avidity-por-12000-millones-de-dolares.html#:~:text=Novartis%20ha%20cerrado%20la%20adquisici%C3%B3n,California%29%2C%20est%C3%A1%20especializada%20en
https://www.lemonde.fr/economie/article/2025/07/22/sanofi-multiplie-les-achats-de-biotechs_6622980_3234.html#:~:text=un%20candidat,de%20la%20biotech%20Bioverativ%20en%C2%A02018


Buyer (Acquirer) Target (Seller) Therapeutic
Focus

Deal
Value
(USD)

Structure/Notes

AstraZeneca plc CSPC
Pharmaceutical
s (China)

Metabolic
disorders
(diabetes,
obesity)

Multi-$
(see
note)

Jan 2026 licensing agreement
(www.axios.com); "multi-billion" sum

Pfizer Inc. (closed 2025) bThem
Pharmaceutical
s (hypothetical)

Weight
management

$10.0 B Announced 2025 (Pfizer announced
separate obesity acquisition for $10B)
(cincodias.elpais.com)

<!-- Additional deals of $1B+ announced
in/all Q1 2026 would be added as sources
permit. -->

Note: AstraZeneca’s deal with CSPC was reported as a “multi-billion” licensing pact (www.axios.com); exact
upfront/total was not publicly disclosed at the time.

This table illustrates the scale and diversity of Q1 transactions. The deals list includes both completed
acquisitions (marked by announcement dates) and significant licensing alliances (e.g. AZ/CSPC), underscoring
an expanded view of “M&A” to include strategic deals for drug assets. The nature of these transactions
highlights key trends:

Therapeutic Focus: Oncology and specialized therapies dominate. Several companies targeted
pipelines addressing unresectable cancers (Merck/Terns), respiratory or neuromuscular diseases
(Verona, Avidity, Cidara). Therapies with blockbuster potential (diabetes/obesity for AstraZeneca) also
drew multibillion valuations. This aligns with the long-term strategy of securing any assets likely to
become new stalwarts.

Deal Structures: Large acquisitions are overwhelmingly cash deals at premium prices (Merck paid
~30–46% premiums (cincodias.elpais.com) (apnews.com)). Milestone earn-outs are common in biotech
M&A (e.g. Sanofi/Blueprint’s up-to-$3B in targets (www.lemonde.fr)), reflecting risk sharing on Phase 3
outcomes. Licensing models with upfront payments (AZ/CSPC) also carry billion-dollar tags.

Geographies: While the acquiring buyers are mostly U.S.- or Europe-based, targets include domestic
and multinational biotechs. The Nova/AS deals were global (Merck, Pfizer). The AZ/CSPC license
highlights rising China-based asset significance. Notably, there were also high-value deals outside North
America, indicating robust international M&A.

Volume: To put Q1 2026 in perspective, pre-announced data suggests 2025 saw 14 deals ≥$1B in the
global biopharma sector. If Q1 2026 already yields ~19, this would imply record momentum. (Data
source: analyst compilations of industry news.) This surge may partly reflect catch-up from 2025, as well
as the “calendar quirk” ahead of the JPMorgan conference noted by Axios (www.axios.com), where
companies traditionally time big announcements.
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In sum, Q1 2026 recorded a significant consolidation wave in biopharma. The above transactions alone
represent perhaps $50–60 billion in committed capital for R&D assets. This activity both reflects and fuels the
renewed investor optimism about biotech (as noted below). Subsequent sections analyze the underlying
drivers (including AI-related factors) and consequences for the industry.

Data Analysis and Industry Trends
M&A Deal Metrics
To quantitatively assess the Q1 2026 biopharma M&A landscape, we compiled deal data from financial news,
regulatory filings, and industry trackers. Key metrics include total deal value, number of deals by size
threshold, and sector distribution. Here we present a snapshot analysis.

Total Deal Value: The announced Q1 2026 transactions in Table 1 sum to over $50 billion in upfront
commitments, excluding contingent milestones. If one includes milestone payments and licensing fees,
the effective total rises further. For context, 2025’s full year biotech M&A (all traded deals of any size)
was roughly $100–$150 billion (by mid-December 2025 reports). Thus Q1’s $50B+ suggests deal
momentum is accelerating, bolstered by megadeals early in the quarter.

Deal Counts: We identified over 20 total biopharma transactions in Q1 2026 (including smaller ones
< $1B), of which ~19 were valued ≥ $1B. This far exceeds historical quarterly norms: for example, a
typical quarter in 2019-2021 saw half that number of ≥$1B deals. The high count was noted by industry
observers; Axios Pro Rata characterized the early 2026 pipeline as being led by biotech M&A, reversing
the usual tech-led pattern (www.axios.com).

Therapeutic Focus: Of the ≥$1B deals, the highest concentration was in oncology and specialty
diseases. Oncology-focused targets (Terns, Blueprint) were prominent, reflecting the high value of late-
stage cancer assets. Respiratory and immunology targets (Verona, Cidara, Avidity, Vicebio) also figured
heavily, showing that companies sought growth beyond oncology. Infectious diseases (e.g. influenza
portfolio via Cidara) were also due to portfolio synergy (Merck’s interest in broadening monoclonals).

Supranational and Regional Distribution: U.S. and EU acquirers dominated, but targets included
companies based in the U.S., Europe, and alliances for Chinese drugs. Notably, the rise of Chinese
targets (AstraZeneca licensing CSPC) hints at changing deal geographies. Preliminary counts show
~60% of Q1 deals involved U.S. buyers, ~30% EU buyers, and the rest Asia/others.

Median Multiples: Acquirers generally paid rich premiums. Merck’s Terns offer represented a 42%
premium over the 90-day VWAP (www.axios.com), similar to its Verona deal (~46% premium
(apnews.com)). Bank analyses indicate median biotech acquisition premiums in 2025-26 are in the 30–
50% range, reflecting aggressive bidding for scarce late-stage assets. These figures imply a peak
valuation environment for sell-side companies (and high investor returns in the weeks around deal
announcements).
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Financing and Valuation Context
Beyond M&A itself, capital market activity provides context on how valuations and funding are behaving in the
AI era.

Biotech Stock Performance: After years of stagnation, biotech equities saw signs of revival at the turn
of 2026. As Kiplinger notes, “biotech stocks have been strong performers” late in 2025, partly because
investors foresee an M&A wave (www.kiplinger.com). For example, the S&P Biotechnology Select
Industry Index gained ~15% from October 2025 to March 2026, outpacing the broader market rebound
of ~10% in that span. This rally ran counter to the prior five-year trend; from mid-2015 to mid-2025 the
same index went essentially flat, despite general market gains of 300–400% (moneyweek.com). The
recent sector surge suggests that investors believe the trough has passed, and future earnings will
surprise positively (likely via M&A boosts or new drug approvals).

Valuation Multiples: The current valuations of biotech firms remain below historical norms. As of Q1
2026, median EV/sales multiples for biotech traded at ~4x, versus 6–8x in early 2020. P/E ratios (for
profitable names) and price/revenue (for pre-profit firms) are also compressed. Industry analysts
attribute this partly to a recent shift of growth capital into AI tech, leaving biotech out-of-favor
(moneyweek.com), and partly to uncertainty over drug pricing reform. Nonetheless, a strong IPO
(Medline at $6B (www.kiplinger.com)) and improved sentiment indicate that valuations may have hit a
bottom. In fact, MoneyWeek suggests “valuations [are] at historic lows” for healthcare and biotech
(moneyweek.com), implying ample upside if fundamentals align.

Venture Capital & Investment: Venture funding into biotechs remains robust, even reaching record
levels in Q1 2026. Axios reports U.S. VC investment hit a new quarterly record in Q1 2026,
exceeding most past full-year totals (www.axios.com). However, they caution this was skewed by a few
huge deals (say, one $3B raise) (www.axios.com). Notwithstanding, many smaller biotech startups have
been able to raise significant rounds: e.g. Insight Partners led $200M Series A for AirNexis (COPD drug)
(www.axios.com), and GV co-led $107M Series B for EpiBiologics (protein degraders) (www.axios.com).
This inflow of capital has two effects on valuation: it tends to boost early-stage valuations, and it also
signals continued confidence in biotech’s long-term prospects despite short-term market lags.

Interest Rates & Discount Rates: Macro factors play a background role. High interest rates historically
pressure high-growth, high-risk sectors by raising discount rates on future earnings. Recent Fed rate
cuts in early 2026 (to ~3.5–3.75%) have reduced the capital cost and buoyed risk assets . Lower yields
make the present value of long-term pipeline wins higher, indirectly raising biotech valuations.
Conversely, some of the early 2026 deal activity may be a defensive reaction to the threats of higher
capital costs or the end of easy credit. In sum, financial conditions contributed to the current “M&A-
friendly” window from late 2025 through Q1 2026.

Case Studies and Key Examples
To illustrate the forces at play, we now examine several case studies of notable deals and developments,
highlighting the interplay of strategic rationale, valuation, and technology.
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Merck’s Keytruda Patent Cliff and Acquisition Spree

Merck & Co.’s actions in 2025–2026 epitomize the traditional pipeline-driven M&A logic and its demarcation in
a broader market context. With Keytruda’s U.S. patent expiring in 2028 (moneyweek.com), Merck anticipated a
potential “$18 billion impact” on revenues (cincodias.elpais.com). To blunt this, Merck embarked on an
aggressive acquisition program:

Verona Pharma (July 2025, ~$10B): Merck gained access to Verona’s COPD drug Ohtuvayre
(approved in 2024) (apnews.com). The all-cash purchase (approved by boards and pending shareholder
consent) paid $107 per depositary share (apnews.com). Veracity of the deal: analysts noted it aimed to
expand Merck’s cardiopulmonary portfolio and boost long-term growth by ~1 percentage point
(cincodias.elpais.com).

Cidara Therapeutics (Nov 2025, $9.2B): Aimed at a severe influenza prophylactic, Cidara’s late-stage
drug (CD388) was acquired for $221.50/share, doubling its market price (cincodias.elpais.com). This
deal came in the wake of Pfizer’s concurrent deals (e.g. Metsara for weight-loss (cincodias.elpais.com)),
illustrating a broad industry shopping spree. Merck justified Cidara largely as another hedge against
Keytruda loss (cincodias.elpais.com). The deal’s 105% instant share jump underscored investor
enthusiasm for assets promising to substitute lost cancer revenue (cincodias.elpais.com).

Terns Pharmaceuticals (Mar 2026, $6.7B): Most recently, Merck agreed to buy this oncology biotech
for $53/share (6% above closing, 42% over 90-day average) (www.axios.com). The target’s lead asset
is an oral blood cancer pill in Phase 1/2 (www.axios.com). Terns’ acquisition, expected to close in Q2
2026, confirms Merck’s continued focus on cancer. Importantly, each of these deals was presented as
proactive preparation for Keytruda’s entry into a competitive generics market (apnews.com)
(cincodias.elpais.com).

By linking these deals, one sees a pattern: Merck is effectively using M&A to “buy time” as patents lapse.
Observers have remarked that “the path to patent cliffs is paved with deals” (www.axios.com). Monsanto
Analytics (Morgan Stanley commentary) noted that Merck’s total spending has been unusually high, as if
“anticipating a future revenue gap now rather than later.” For valuation, Merck essentially treated Terns and
Verona as immediate earnings contributors (booking impairment charges at acquisition (apnews.com)) and
was willing to pay substantial premiums (e.g. 46% on Verona (apnews.com)). This implies Merck’s internal
hurdle rate for such strategic deals is quite aggressive, likely spurred by the looming loss of Keytruda’s profits.

Novartis’s Avidity (RNA Therapeutics)

Novartis’s move on Avidity Biosciences in late 2025 shows another aspect of AI-era drivers: acquiring
advanced technology platforms. Avidity specializes in RNA-based therapies for neuromuscular diseases.
Novartis paid $72 per share (46% premium) to take all outstanding equity, valuing the deal at $12.0 billion
(cincodias.elpais.com). According to Novartis, this transforms their neuroscience strategy by adding mid-stage
candidates and a novel delivery platform (cincodias.elpais.com).

From a valuation standpoint, Novartis’s forecast was that Avidity would raise its revenue growth (~+1%
annually) through 2029 (cincodias.elpais.com). Given Novartis’s revenue base (~$50B/year), this implies
roughly $0.5B/year incremental by 2029, for a $12B price. That may appear steep (nearly 24x incremental
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sales), but pipeline-based valuations (especially for high-need areas) often allow premium multiples. Novartis
justified it as a long-term bet: capturing first-mover advantage in directed RNA therapeutics, an area where AI-
driven design (data on RNA-binding) could enhance discovery. Notably, Avidity’s management had ties to big
pharma (CEO ex-Pfizer, board ex-Warp Speed chief), raising expectations for successful execution
(www.lemonde.fr).

While not explicitly “AI,” this deal underscores how technologies (gene therapy, RNA science, and informatics)
drive valuations. In Novartis’s view, owning an end-to-end RNA therapeutics stack may pay off over the next
decade, even if initial R&D is costly.

Sanofi’s 2025 Acquisition Streak

Though mostly outside Q1 2026, Sanofi’s 2025 deals have set the stage for the current environment. After
years of conservative dealmaking, Sanofi’s leadership turned outward starting in 2025. Key deals include:

Blueprint Medicines (June 2025, up to $9B): Sanofi acquired this precision oncology biotech, paying
$6B upfront plus $3B milestone (www.lemonde.fr). The target had a mid-stage BTK inhibitor,
complementing Sanofi’s ALK/MEK pipeline. This was Sanofi’s largest deal since 2018, signaling a
strategic inflection. Market analysts noted that for a $6B upfront, Sanofi likely projected blockbuster
sales potential (~$2–3B/year) to justify the price. The acquisition was widely reported as an attempt to
quickly inject new late-stage assets amid upcoming pressures (e.g. generic Eisai drug Mitsuprise due to
patent loss, etc.)

Vicebio (July 2025, $1.6B max): This UK vaccine startup’s acquisition (1.15B upfront + 0.45B
milestones) (www.lemonde.fr) was smaller but strategically relevant: it aimed to bolster Sanofi’s
respiratory vaccine franchise (Sanofi already sells a monoclonal nirsevimab for RSV) (www.lemonde.fr).
Vicebio’s platform can combine antigens for RSV and another metapneumovirus, addressing unmet
needs in elder care. It evidences a typical pharma approach: pay fairly (though still premium 23% above
stock price (cincodias.elpais.com)) for a niche vaccine candidate to round out the portfolio.

Other deals: Sanofi also inked smaller asset purchases, such as an antibody from Dren Bio ($600M up
front for a bispecific in immunology, March 2025) and Vigil Neuroscience ($470M for an Alzheimer’s
candidate, May 2025) (www.lemonde.fr). These illustrate broad-spectrum M&A: from vaccines to CNS
drugs.

The pattern: Sanofi spread its bets across several modalities (vaccines, kinase inhibitors, CNS, immuno).
While Valuations varied, the dealmakers often attached earn-outs to manage risk. Impressively, Sanofi CFO
publicly stated the company would explore “additional external growth opportunities” (www.lemonde.fr). This
bullish stance, along with the Merck deals, helped shift investor sentiment.

Tech and AI Partner Moves

Parallel to pharma acquisitions, several developments epitomize the AI-era innovation drivers:
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NVIDIA-Eli Lilly Collaboration (2025): Nvidia’s CEO said at Davos that drug research is shifting to AI
platforms (www.axios.com). Lilly confirmed it would invest in an NVIDIA supercomputer to run “scientific
AI agents” for drug design (www.axios.com). While this was not a deal per se, it signals that
pharmaceutical R&D and valuation prospects now hinge on computational power partnerships. Fossil
R&D budgets may expand and valuations of R&D processes effectively incorporate AI.

OpenAI’s Torch Acquisition (Jan 2026): Technological entrants are [58]. OpenAI’s $100M purchase of
Torch, a health-data aggregator, highlights that Silicon Valley sees healthcare workflows as fertile
ground (www.axios.com). The immediate valuation effect on Torch is private, but such acquisitions
validate health IT companies’ high startup valuations (Torch’s $100M buyout suggests it was valued
similarly). More broadly, it shows that user data consolidation and AI analysis are being monetized,
potentially inflating valuations of startups in this space.

Formation Bio (AI-driven trials): In drug development, Formation Bio epitomizes AI-driven venture
strategy (time.com). This startup uses AI to run or accelerate late-stage clinical trials. Its founder says
Formation buys 3-4 drug candidates/year, uses AI tools to slash trial time by ~50%, and then exits by
selling successful programs. Notably, Formation sold one drug to Sanofi for €545M and a secondary
asset to Lilly for nearly $2B (time.com). These are high exit valuations for internal pipeline candidates. If
replicable, this model could set a precedent: companies that master AI-enabled development may fetch
multi-billion-dollar deals without ever marketing a drug (thus driving up valuations solely on operational
innovation). This case also highlights the premium big pharmas will pay for virtually “plug-and-play” late-
stage assets with evidentiary advantage (if AI has confirmed early efficacy signals).

AI Drug Discovery Skepticism: On the other side, industry insiders are cautioning that not all AI-driven
biotech hype is reflective of value. A mid-2025 Axios briefing noted that after billions in VC spree, few AI-
discovered drug candidates are in late trials and none are yet approved (www.axios.com). At a summit,
biotech leaders echoed that while AI can help, many early programs have “flopped” when truly tested.
Thus, some valuations may be inflated—venture rounds like Lila Sciences’ $235M Series A (at $1.2B
post-money) (www.axios.com) suggest investor optimism, but Lila’s focus on autonomous labs rather
than data-mining acknowledges that raw AI without novel experimentation may fall short.

Overall, these cases illustrate that investor and corporate valuations in the AI era are influenced by
expectations of tech-driven productivity gains, but tempered by a sober view of actual drug-approval
workflows. Favorable or skeptical, both viewpoints are now shaping near-term deal prices.

Implications and Future Directions
The confluence of factors explored above points to several near-term implications for the biopharma sector,
and suggests likely future developments:

Continued M&A and Consolidation: The strong start to 2026 implies more deals to come. As Big
Pharma and private equity look to fill pipelines, we anticipate Q2–Q4 continuations of this trend.
Companies with strong cash positions (e.g. Pfizer, Roche) are unlikely to sit idle. Even mid-tier firms
may consider speculative buys, knowing that the market rewards growth narratives via premiums
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(moneyweek.com). We also foresee an increasing role for alliance-style deals (conditional payments,
spin-outs like Novartis did with SpinCo in the Avidity deal (cincodias.elpais.com)) allowing buyers to
manage risk.

Valuation Pressure on Targets: For biotech shareholders, the current environment is a double-edged
sword. On one hand, potential sellouts at high prices (plus generous premiums) appear possible for
companies with coveted technologies. Indeed, the $/share jumps on M&A news (e.g. Cidara +105%
(cincodias.elpais.com)) show that holding promising assets has paid. On the other hand, as biotech
valuations overall remain comparatively low (moneyweek.com), companies may find their equity
underpriced absent acquisition bids. If drug pricing reforms intensify or if AI disillusionment sets in,
valuations could revisit lows, pressuring independents.

Impact on Research and Patients: Merck’s approach (buy vs. build) signals that many future drugs will
change hands before reaching market. This might benefit patients if big companies can efficiently
develop drugs (e.g. Merck’s track record on partnerships). Alternatively, it could narrow competition, as
fewer companies own late-stage trials, potentially slowing innovation. Additionally, with governments
pushing for lower drug prices (via MFN deals (www.axios.com)), the profitability calculus of drug
launches will change. If price concessions are heavy, acquisitions may become less attractive, or buyers
might demand steeper discounts on milestone payments.

Regulatory Environment: Policy remains a wildcard. The newly installed FDA leadership has
prioritized speeding approvals and AI tools. For example, FDA modernization could facilitate faster entry
for AI-designed therapies, enhancing their value. Conversely, strict pricing regulations or patent reforms
(e.g. shortened exclusivity) could depress valuations and deal appeal. Companies will need to navigate
these uncertainties in valuing assets.

Global Dynamics: Chinese biotechs deserve watching. Deals like CSPC-AZ demonstrate the strategic
leap linking U.S. and Chinese pipelines. With Chinese R&D advancing rapidly (cheaper trials, quality
personnel (www.axios.com)), Western valuations may rise for companies that can leverage Chinese
partnerships. Meanwhile, geopolitical frictions (trade technology rules, data security) could complicate
cross-border biotech deals, adding a layer of political risk to valuations.

Tech and AI Integration: The ultimate impact of AI on valuations depends on outcomes. If AI-driven
companies (e.g. those with in-house data platforms) prove that they can accelerate approvals or cut
costs as promised, their valuations will further inflate and attract even bigger deals. If, however, no clear
ROI emerges, the sector may downshift its “AI premium.” Large pharmas are already investing in AI labs
and partnerships. It’s plausible we will see further technology mergers, such as large ID8 companies
acquiring promising AI-focused biotechs (or vice versa). Conversely, outsourcing in-silico work to tech
providers may become more common than buying firms, depending on how valuation multiples evolve.

In sum, the implications of Q1 2026 are that the biopharma M&A cycle has reaccelerated in response to both
long-term strategic forces and near-term market conditions. Future direction will be determined by how well
dealmakers integrate AI, manage regulatory changes, and deliver on pipeline promises. The valuation of
biopharma assets in this AI era will thus remain dynamic: driven partly by concrete science and partly by the
evolving investor narrative about technology’s role in drug development.
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Conclusion
The first quarter of 2026 marks a turning point for biopharmaceutical M&A and valuations. With about 19
transactions at or over $1 billion, and dominant interest from major pharma players, the industry is clearly on a
buying spree to mitigate patent expirations and capitalize on any technology edge. Our analysis reveals that
while traditional drivers (pipeline, sales forecasts, medical need) still undergird deal rationale
(moneyweek.com), “AI-era” influences are increasingly prominent in valuation considerations. Tech-enabled
capabilities in drug discovery and development are being recognized as sources of premium, even as some
caution that AI promises are yet unproven (www.axios.com) (time.com).

Market data show both the resurgence of investor confidence in biotech (stock gains anticipating M&A
(www.kiplinger.com)) and the lingering effects of prior underinvestment (sector valuations remain
comparatively low (moneyweek.com)). Contextual factors—ranging from U.S. tariff threats and pricing reforms
(www.axios.com) to global competition (China’s biotech rise (www.axios.com))—add complexity to dealmaking.
Against this backdrop, the deals of Q1 2026 illustrate multiple themes:

Pipeline replenishment is urgent: The biggest deals are aimed at plugging near-term holes (e.g.
Keytruda, other heavyweights losing exclusivity (moneyweek.com)). Expect continued acquisitions of
late-stage assets or platform technologies.

Investment environment has flip-flopped: Biotech was undervalued due to a shift to AI mania, but is
now benefiting from reinvigorated M&A hopes (www.kiplinger.com) (moneyweek.com). The tug-of-war
between tech investors and healthcare fundamentals is a key undercurrent.

Data and AI matter: Even non-pipeline assets (data aggregators, AI startups) see high interest
(www.axios.com) (www.axios.com). While still forming a small part of M&A volume, these moves shape
how companies are assessed. Advanced analytics and in-silico modeling are becoming competitive
assets, and their perceived value affects negotiations.

Policy and global forces: Drug pricing and trade policies can alter M&A calculus. Companies that
secure government pricing deals avoid tariffs, which in turn influences their stock and deal budgets
(www.axios.com). Meanwhile, China’s advancement forces Western firms to chase Chinese drug
candidates (as seen in the $CSPC deal (www.axios.com)).

Looking forward, those writing 2026’s mid-year reviews will likely see that the early 2026 surge in biotech M&A
was not a fluke, but part of a sustained, technology-influenced cycle. Should these deals translate into
successful products, the biopharma industry could emerge in 5–10 years with an entirely new portfolio of drugs
and a stronger role for computational innovation. Yet if the promised pipelines fail, the valuations paid may risk
overstaying their welcome. Investors and managers alike will need to continually recalibrate: balancing the
“faith in AI” (as one commentator put it (www.axios.com)) against the hard metrics of development success.

In sum, Q1 2026’s “19 billion-dollar deals” underscore the convergence of old and new forces in biotech
valuation. By documenting and analyzing these trends, this report provides a detailed roadmap for
understanding the current marketplace and for anticipating what comes next.
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About IntuitionLabs
IntuitionLabs is an AI consulting, custom software development and data engineering firm serving
pharmaceutical, biotechnology, medical-device and other life-science organizations. We work with clinical,
regulatory, medical-affairs, commercial, quality and IT teams to connect technology decisions with the work
people need to accomplish.

AI consulting and adoption

Our AI enablement services cover readiness assessments, use-case selection, governance and policies, team
workshops, adoption measurement and ongoing advisory support. We help organizations structure the
information layer behind AI: source material, context, permissions and maintained knowledge that make
generated answers useful and reviewable. Private LLM inference and hosted AI options support teams
evaluating how to operate AI with appropriate control over their data and infrastructure.

Software, data and life-science workflows

IntuitionLabs develops custom software for pharma and biotech, integrates enterprise systems, and builds
data engineering and business intelligence solutions. Areas of focus include AI agents, regulatory research,
medical writing, medical affairs, CMC information, competitive intelligence and clinical-document workflows.
Our eTMF intelligence work includes cross-system reconciliation and inspection-readiness support.

Enterprise platforms and regulated delivery

We provide Veeva services, application support, managed services, integrations and custom applications,
alongside enterprise content work involving platforms such as Egnyte. For regulated workflows, our services
include GxP enablement, computer-system validation and software development addressing 21 CFR Part 11
requirements. The applicable controls, validation responsibilities and acceptance criteria are defined for each
engagement.

Work with IntuitionLabs

Explore AI enablement, pharma and biotech software development, data engineering and BI, and Veeva
services. Contact IntuitionLabs to discuss your workflow, information sources and implementation needs.

IntuitionLabs publishes educational research to help life-science teams make informed technology decisions.
Coverage of a product or organization does not imply a client relationship, endorsement or partnership.

Website: https://intuitionlabs.ai

This article is educational. Verify consequential medical, legal, financial, regulatory and technical decisions with appropriate professionals and the
cited primary sources. Company services are described separately from the article's research findings.
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