
Client Id: 77

THOMSON REUTERS STREETEVENTS

EDITED TRANSCRIPT
MRK - Merck & Co Inc at Deutsche Bank Health Care Conference

EVENT DATE/TIME: MAY 05, 2016 / 4:50PM GMT

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

©2016 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by framing or similar means, is prohibited
without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the Thomson Reuters logo are registered trademarks of Thomson Reuters and its
affiliated companies.

http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



Client Id: 77

C O R P O R A T E  P A R T I C I P A N T S

Adam Schechter Merck & Co., Inc. - EVP, President Global Human Health

C O N F E R E N C E  C A L L  P A R T I C I P A N T S

Gregg Gilbert Deutsche Bank - Analyst

P R E S E N T A T I O N

Gregg Gilbert - Deutsche Bank - Analyst

I am Gregg Gilbert; I cover major pharma and specialty pharmacy here at Deutsche Bank. Thank you all for being supportive of this event, and
showing up, and listening in, and reading what is likely to be a very exciting transcript later.

Very happy here to have the guy that's in charge of Merck's top line. His name is Adam Schechter. He is an NFL insider on the side as well; some of
you will get that joke.

But without further ado I've asked Adam to kind of give me a personal earnings call, because I was introducing companies earlier today while Merck
was reporting and answering questions. But all kidding aside, if you could just kick off with a little bit of a state of the business, some highlights
from the quarter from your perspective, and we'll dig into your questions.

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Absolutely. Good afternoon. It's a pleasure to be here today after having the earnings call this morning. It seemed like a good idea to come here
about six months ago, and then after we had the earnings call this morning, I'm thinking I'm really glad to be coming here to share some information
with you. And I can't turn the Gregg down when he asks us to be here, as well.

If you look at our call this morning, I think what you saw was we had a solid quarter. We continued to show ex-exchange growth in the top line,
and we even show stronger growth in the bottom line, ex-exchange. If you look at our core therapeutic areas of diabetes, hospital, acute care,
vaccines, and oncology, we had growth in each of those areas.

Overall, if you look at our revenue versus consensus, it was slightly behind overall versus consensus. But if you look at key products such as Januvia,
we had very good growth. We had 9% growth in the United States; we had 4% growth ex-exchange overall. And if you exclude Venezuela, we had
5% growth outside the US.

If you look at oncology, we reported sales for Keytruda of about $250 million, which was on the overall consensus. But as you can see, we're already
annualizing to a billion-dollar product there, so it remains a very important product to us and we think has significant growth opportunity as we
move forward.

We also discussed the revenue for Zepatier, our product for hepatitis C. You saw sales of $50 million. We're still very early in the launch in the United
States, but we're making progress.

We discussed the fact that we're having a lot of ongoing discussions with key payers in public and private sectors in the United States. And, as you
may have heard, we have parity of access already within the Veterans Administration.

So overall, I'd say we have strength in our core therapeutic areas, and we're excited about the launch opportunities before us.
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Gregg Gilbert - Deutsche Bank - Analyst

I wanted to start with a couple high-level things before we dig into some of the issues you're asked about all the time. Just curious about your role
in your commercial organization, and how it's evolved in the past couple of years, and whether it needs to evolve further with the portfolio you
have in front of you in the next year or two.

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

The first thing I'd say, if you start strategically, strategically what we're trying to do is to be a diversified company in terms of our therapeutic areas
where we compete. So we have a broader footprint in primary care; we also have a lot of hospital specialty products in oncology and hepatitis C;
and we have strong presence in hospitals with our acute-care business. So you see a broad diversification across key areas that are important to
payers and governments around the world.

At the same time, what that means is that we have to have resources for each of those areas. So we have a strong primary care footprint and primary
care sales forces; we have a strong hospital specialty footprint in hospitals; and we have a very strong specialty footprint in areas like calling on
oncologists.

As you think about the future, we will continue to look to bring products into each of those areas, because I think the diversity of our therapeutic
areas actually is a strength for us. It allows us to weather storms if there's issues in one specialty area versus another.

It also -- our strategy is to have a broad geographic footprint. So therefore we have a presence in about 70 to 80 markets around the world where
we focus in these four areas.

So as you think about our pipeline and products that could come in the future -- such as a CETP inhibitor or a BACE inhibitor or something in the
hospital area -- we have what we need, to a large degree, in order to bring additional products into the infrastructure that we've built.

In certain areas, like C. difficile, where we have a product in development, we might have to add some specialty representatives. But we don't need
necessarily to add any additional large-scale infrastructure.

Gregg Gilbert - Deutsche Bank - Analyst

Did you just predict that BACE and CETP are going to work?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

I didn't say that. All I said was that if they do work I think that we will have the infrastructures that we need in order to maximize those products.

And, all kidding aside, if you look at our pipeline and you think about the potential of a product like a CETP inhibitor, a lot of people forget the fact
that the CETP inhibitor is being studied on top of a statin.

Statins have reduced morbidity in the 4S trial, for example, by 30% -- or mortality. They reduce cardiovascular events by 42%. That means a lot of
people are still dying; a lot of people are still having events.

If you could show -- if the CETP inhibitors did work, then on top of a statin you could reduce mortality further or reduce cardiovascular morbidity
further, I think that would represent a very significant opportunity. Also, if you look at a BACE inhibitor, and you think about $3 trillion a year that
governments are paying due to implications of Alzheimer's disease, that would represent a very significant opportunity.
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So we'll see what happens with the studies and the trials that are ongoing in those areas. But if either of those two were to show successful studies,
I think they could have a significant impact on health -- and also, obviously, on MSD and Merck.

Gregg Gilbert - Deutsche Bank - Analyst

Sticking with the high-level stuff for a moment, the payer pricing dynamics in the US: have there been any material changes? From my perspective
you have highly innovative products commanding big prices and the system finding a way to pay for those. If you have competitive classes, DPP-4,
etc., you have a lot of players beating each other up, contracting.

A, do you agree with that simple description? But, B, is there anything changing in the US that's worth watching?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

If you look at the United States, there is no doubt that there is continued pricing pressure. The pricing pressure this year is more than last year, and
last year was more than the year before that, and I think next year will be more than this year.

I think that pricing pressure will continue, particularly if you look at highly competitive areas. For example we have a product, Dulera, that competes
in the respiratory area. There where you've got generics already available, but you've got Advair and Symbicort, the pricing pressure is very significant.

In other areas like where we have Zetia in cardiovascular, there's not a lot of competition. There the pricing pressure has not necessarily been the
same as in other areas.

What I would say is that I expect pricing pressure in the US to continue. You are seeing somewhat of a mix that will change over time in the US in
terms of people paying out-of-pocket, and how many people are on Medicare and Medicare Part D. But in general, I would just think about the
pressure continuing to increase over time.

That's why our focus on truly innovative products that can make a significant difference versus the current standards of care is so important. If you
go back 10 years ago, if you launched a new mechanism, you could be successful, even if that new mechanism didn't necessarily add a lot of clinical
value.

If you launch today or five years from now, you have to show additional therapeutic benefit versus the standard of care. It's no longer enough to
just say: We have an additional mechanism; or we're third or fourth the market.

So that's why we continue to spend on research and development. And that's why we look for products like a BACE inhibitor or CETP inhibitor,
those types of products that could really make a difference.

Gregg Gilbert - Deutsche Bank - Analyst

Given that you look at more than just the US, are there any pricing or payer or regulatory framework changes in other places you're especially
focused on this year?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. So interesting, I probably spend 70% of my travel outside the United States. I spend a lot of time in the emerging markets; I spend a lot of time
in Europe.
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There is no country I visit in the world that isn't struggling with healthcare costs as a percent of their GDP. It's either already too high, or even in a
country like China where it's 3%, it's growing too fast -- or it's 6%.

So every government is trying to figure out: How can we reduce healthcare costs as a percentage of GDP?

So what we have to do and what we try to do is to show governments that if they invest in pharmaceuticals or vaccines that they can actually
reduce the rest of their healthcare cost. In the most markets, pharmaceuticals are only about 10% to 12% of their total cost.

What we have to do a better job of as an industry is showing how that 10% to 12% can reduce the other 88% to 90% of their cost. Every government
is struggling with healthcare cost, so if anybody tells you that governments are getting more difficult in terms of reimbursement and pricing, they
probably haven't been out there very much in the marketplace.

Gregg Gilbert - Deutsche Bank - Analyst

I remember when I launched on some of the bigger companies including yourselves in 2011, a big risk factor at the time was that your normal
negative drumbeat of pricing in Europe was getting much worse than it had been. I think it's bounced back to more of a normal trend.

But what's the latest generic -- not generic, but broad comment you can make about pricing in Western Europe and then emerging markets? If I
could ask it that way.

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. Well, I was in Italy last week on a panel with the Minister of Health. I was in the UK last week. I've been to Europe probably four or five times in
the past three months.

There is no doubt that there continues to be pressure on the healthcare systems and pricing. At the same time we've been very successful -- when
you have a product like Januvia or you have a product that shows additional benefit -- showing the governments why they should continue to
invest in those types of products.

So despite the environment becoming increasingly price-sensitive, I think when you have products that really make a significant difference you
can still be successful.

In terms of the emerging markets, I would say the biggest issue that's occurring there is that branded generic is -- the products that are already
generic but they sell a lot of in brands, depending on the market -- and not all markets are in the same place -- those products continue to be under
pressure. That's why over time you need your innovative, patented-protected products to become a bigger part of your mix in many of the emerging
markets. Launching products like Zepatier or Keytruda will really make a difference in those markets over time.

Gregg Gilbert - Deutsche Bank - Analyst

Let's talk about Keytruda. It's been a tremendous success, and you've built out your oncology infrastructure to accommodate that. Let's start at a
high level with to what degree infrastructure needs to be added or changed with different tumor types coming on over time.

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. We are significantly invested in immuno-oncology. From a research and development perspective, we have well over 200 trials under way.
Many of those trials are combination trials.
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Not only do we have Keytruda, but we have a GITR, LAG3, a cCAM, an IDO, our own drug. So this is an area that we want to be successful in long-term.
Therefore, we're building the infrastructure that allows us to be successful long-term.

Some of that infrastructure, like key account management in large oncology centers around the world, you build it and once you have it you don't
necessarily have to add all the time a lot. But when it turns to other parts of the world or even in the United States, when you get a new cancer
type and there's a new physician segment, you will have to add specialty salesforces to go into those areas.

We've already added our representatives for lung cancer, so we're ready for that indication. We're preparing for head and neck, and for that
indication. And we'll continue to ensure that we invest in this area to maximize the opportunity for patients, but also for Merck.

Gregg Gilbert - Deutsche Bank - Analyst

Let's talk about melanoma a little bit. Your counterpart at Bristol was sitting I think in this chair yesterday, and he was describing some good
momentum with their combo, and some good momentum in mono as well.

What are you seeing a melanoma? What's the most recent snapshot that you have, even beyond just the quarterly results?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. If you look at the most recent IMS data that's available, we are still the market leader with Keytruda in the United States. If you go outside the
United States -- look at a country like Germany for example, we actually launched behind BMS in Germany, second to market; and we are now the
market leader in Germany. And that goes in many of the markets in Europe.

So I would say we continue to be optimistic about our success in melanoma. It's not just the United States, but if you look on a global basis almost
half our sales for Keytruda came outside the US for the quarter.

If you look at the most recent IMS data, we show strength. Again, that gets back to our geographic footprint and our capabilities not just within
the US but also on a global basis.

In the US, we have seen some more combination use in the marketplace. But it's been relatively limited to highly academic centers or some of the
key opinion leaders.

What we've not seen necessarily is in the broader population of physicians treating melanoma the use, because of two reasons. One is some
physicians are still concerned about the additional side effects that you get by adding to a PD-1.

The second reason is the cost. There are some people that are looking at the cost and saying: If we don't have overall survival data showing that
the combo is better than the mono, is the cost and are the side effects worth the additional efficacy that numerically you get, but hasn't shown
statistical difference in either regular data or in overall survival?

So no doubt that this marketplace will continue to evolve over time.

Gregg Gilbert - Deutsche Bank - Analyst

Before I go down the tumor list, just about pricing, I'm somewhat concerned that most folks don't expect there to be pricing pressure in the US in
the PD-1 space because of how the drug is administered and how it's reimbursed. Do you see a day when your payers are trying to get you in a
contracting discussion around this category of drugs?

6

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us

©2016 Thomson Reuters. All rights reserved. Republication or redistribution of Thomson Reuters content, including by framing or similar means, is prohibited
without the prior written consent of Thomson Reuters. 'Thomson Reuters' and the Thomson Reuters logo are registered trademarks of Thomson Reuters and its
affiliated companies.

MAY 05, 2016 / 4:50PM, MRK - Merck & Co Inc at Deutsche Bank Health Care Conference

http://www.streetevents.com
http://www010.streetevents.com/contact.asp
Client Id: 77
Street Events Digital Watermark



Client Id: 77

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

I'd say in the short to mid term, I think that innovation will continue to be shown and payers will continue to pay for that innovation. In oncology,
I think it's different than many other therapeutic areas. If you build a wall of data that says here's the product of PD-1 that you use, here's the
combination therapy, I don't think necessarily you'll see a lot of therapeutic substitution.

The dosing regimens are different. The combination dosing regimens may be different. The dose of the combination may be different.

So I don't think it's going to be easy to extrapolate data that one of these products has to other products. We'll see how it plays over long term,
but everything that we've seen for oncology till now, in the past, and what we predict at least in the mid term, is that having the data is going to
make a difference.

That's why we have so many trials underway, to try to show the best way to use these products as monotherapy, but also to use Keytruda as a
combination therapy.

Gregg Gilbert - Deutsche Bank - Analyst

As the third, fourth, fifth PD-1 and PD-L1s come to market, you don't foresee them piling on top of each other with the same indications; so there
won't be that normal competitive intensity that you would see, say, in the fourth or fifth DPP-4?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

If you just looked at non-Hodgkin's lymphoma, you're already starting to see, at least numerically, differences between some of the products in
the market today versus ones that might come in the future. If you start to see those types of results, then it gets really hard to think about
extrapolating.

What I've said multiple times -- and I believe -- is that this is going to be a very important market. And it's not necessarily just one competitor versus
another. We're glad that we're one of two in the marketplace today. People saw us as years behind when we were first beginning to talk about the
product.

But this market is going to play out over many years. The number of cancer types that are being studied, the number of combinations that are
being tried, I think of it very much as the anti-TNF market, where you can have multiple competitors.

One might be doing better in one indication versus another doing a little bit better in the other indication. But they all do very well. They all show
growth, and they all continue to be important.

I think that this market will look more like that than a hypercompetitive market such as the respiratory field for our Dulera.

Gregg Gilbert - Deutsche Bank - Analyst

At the risk of not thinking about the big picture during this question, let's talk about front-line lung and how you see Merck playing in that sandbox.
It's believed you have at least a modest timeline advantage. Why don't you lay out the other advantages and tactics that you're willing to share
today?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. First thing people ask is: Does time to market matter? Of course it matters. Anybody tell you that being first to market doesn't matter is probably
not going to be first to market; they're probably going to be after you.
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So if we have an advantage in timing -- and we'll see based upon how things -- that would be an advantage. And you of course want that.

If you look at what's happening in the marketplace today, PD-L1 testing is being advocated for by us for second-line because of our label. The
competition is not necessarily talking about PD-L1 testing today.

As you start to think about what's happening in the marketplace, about 30% of lung cancer patients are being tested. About 70% of those patients
are first-line patients. So we already see an uptick in first-line lung patients being tested for PD-L1.

We believe that over time all competitors are going to be talking about the importance of testing for lung. If you think about the labels and based
on the studies that have been done, that's probably where it will end up.

So it will be a disadvantage to talk about PD-L1 testing. It actually will be seen as these guys help create the marketplace and have been talking to
us about the importance of testing over time.

If all else gets close to equal, then I think the dosing regimen makes a difference. If you have a first-line lung patient and you can treat them every
three weeks versus every two weeks, if everything else seems close to equal for you, I think that that becomes a potential differentiation in the
marketplace.

So still a lot to be known, still a lot to be seen. We have to see the trials and what the trials look like. We have to see the labels and how the labels
end up.

But I think that we should be optimistic at Merck for the potential of Keytruda long-term but also even short-term for lung.

Gregg Gilbert - Deutsche Bank - Analyst

Would you acknowledge that if Bristol can show success, broadly defined, in their trial in the population they are studying, that you would have a
head start? You would get -- dominate the share of on-label patients relative to your product, but then there's a chunk of that that gets hit when
Bristol comes along? I know there are a lot of caveats and the data has to play out.

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. We really have to see the data, we have to see the caveats, we have to see the labels. But we also have to see what reimbursement authorities
say; because in this field reimbursement is almost as important at times as what the actual label says.

So let's see. We'll learn a lot more over time. But first to market matters.

Gregg Gilbert - Deutsche Bank - Analyst

Have you been surprised by any reimbursement decisions so far, or NCCN guidelines, or things they chose to do or not do?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

In general, we have seen broad reimbursement for the indications that we have, and we've seen the guidelines follow the data. And the guidelines
move relatively quickly based upon the data.
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Gregg Gilbert - Deutsche Bank - Analyst

Do you have any predictions for where average duration of therapy may play out in melanoma and in lung?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes, it's hard to tell right now. It's still early. The durability of treatment over time I think is still going to be learned.

What we are seeing is that patients are being maintained on therapy for a relatively long period of time. But we don't have enough data right now
to even tell you how long it will be.

Gregg Gilbert - Deutsche Bank - Analyst

I'm sure you're asked all the time about the importance of combos, and are you behind or ahead, or how are you different from the other five or
six players that are in that first wave of combo players. What's your position on the importance of the combos in the next couple of years versus
longer term?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

The first thing I'd say is I think that we're doing a good job with our combinations studies and the fact that we have over 100 combination trials
underway. A lot of those trials are with drugs that are either generic, such as chemotherapies, but also with other companies that are developing
new drugs.

At the same time, as I mentioned earlier, we have our own additional immuno-oncology drugs like GITR, cCAM; we have our own IDO in addition
to work we're doing with Incyte; and we have a LAG3. So you're going to see us continue to study and understand the combos.

But the good news is we've done enough studies and we have enough studies underway that we'll clearly be able to understand the impact of the
monotherapy. You have to start there as the foundation. As you understand the impact of the monotherapy, then the impact of the combination
therapies will become more clear.

So I think we're positioned well with the number of combination trials that we have underway. I think we're positioned well with the number of
early-stage assets, as I just mentioned, that we're developing internally.

I would say, Gregg, a question I get asked a lot is: Do you have to own the combinations? Do you have to own all possible combinations? What I've
said is that, if you can put them in the same dosage form, then I think it may be important to own them.

But for most of these combos you can't put them together. One might be an IV, the other might be a pill; one might be every three weeks, one
might be every day. So I don't think you have to necessarily own all the potential combinations; you just have to have the right studies under way
to study the right combinations so you can provide data on how the combinations work.

I'd point to the diabetes market, where people have asked me for many years: Do you need to have an insulin product or a GLP-1? I think we've
shown with Januvia you can be successful with a really good DPP-4.

Now at the same time, the reason I'm excited about having an SGLT2 combo with Januvia is because you can put those into one tablet and have
a common dosage form. I think that that can be important over time.

I think of the combinations in oncology in a similar way. You don't have to own them all. You have to have a lot of data with the ones that matter
the most.
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And if you can combine them in particular, you'd like to own them both. But many of them will be independent opportunities of which you'd like
to have as many as possible.

Gregg Gilbert - Deutsche Bank - Analyst

Just to go backwards, something you said about Germany, you said time to market is important. But you said you were second in Germany and
you're the leader.

Is that the dosing advantage? Or are there other tactical advantages you had there? Just presence in Germany that's better?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

I would say even in Germany I would have preferred to be first to market, so it always does matter. But at the same time, we have such a strong
footprint and presence in many of these markets, and we've been working with the reimbursement authorities and the governments in a very
productive way, that I think that that plays to a Merck (multiple speakers).

Gregg Gilbert - Deutsche Bank - Analyst

What I'm getting at is, in other countries does Merck's presence as a company advantage you in a way that we're not asking?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

I believe so. I believe that having a broad geographic footprint and being in these markets for a long time -- and when you think about, when I sit
across from a Minister of Health or a Minister of Finance in a market, what I can say to them is: When I think about the things that you're probably
most worried about -- right? Diabetes is an epidemic in almost every market in the world. We can help with that; we have Januvia.

If you look at antimicrobial resistance, which every government is struggling with -- Germany and the UK or India or Russia. They are all struggling
with it. Well, we have a very strong footprint in hospital acute care; we're the leader.

If you look at where your largest expense growth has been in the last 24 months, it's hepatitis C. We have Zepatier.

And if you look at what you're probably are most worried about over time it's the growth of oncology. And we have Keytruda.

And if you think about your biggest cost savings potentially, it's biosimilars. And we have a biosimilar portfolio.

I can have a very long discussion with these governments because we're involved in many of the areas that are very important to them. And I do
think that that discussion is meaningful.

Gregg Gilbert - Deutsche Bank - Analyst

Can you just hit quickly some of the other tumor types you're excited about and are likely to be first to market in?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. Again, the timing -- you have to wait and see; things move so fast in this field.
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We're excited, obviously, about head and neck and that cancer. We're excited about -- frankly, all the cancers just add to the additional validation
of the target.

We're studying Keytruda in more than 30 different cancer types and we've gotten signals in many of those. I would say lung is probably the most
important near-term opportunity. End of statement.

Longer-term, all of these indications are going to add up for us. Whether it be triple-negative breast or it be gastric, there's going to be a lot of
other large cancers -- depending on the data, obviously -- over time.

Gregg Gilbert - Deutsche Bank - Analyst

Can we get a mic up here? And while you're doing it -- to Esther; and then in the meantime, Zepatier. Rick Gonzalez, I think, was in that seat yesterday
remarking that he was a bit surprised by your guys' strategy and pricing. I don't know what part he should have not been surprised about.

He mentioned the VA, but also other places. How would you summarize your approach and what you would like us to take away from your strategy?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. I have always said -- since we started talking about this marketplace -- that our strategy was to gain parity access. That it was our strategy with
that Januvia; it was our strategy with Zetia; it was our strategy in HIV; and when we launched HCV -- Victrelis -- years ago, that's -- our strategy is to
try to have parity access so that physicians and patients have choice. And that's our strategy even as we sit here today.

Frankly, there were a few things that surprised me in the marketplace when we came to market with Zepatier in the US. Number one, the discounting,
frankly, was a bit lower than I had anticipated as we started (multiple speakers) --

Gregg Gilbert - Deutsche Bank - Analyst

The real world actual price, that is not published anywhere?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes, it was a bit lower. Number two, some of our competitors were actually starting to give additional discounts before we came into the marketplace
in order to try to keep the position that they had. And the third thing was that they would still try to keep exclusive physicians.

Our strategy has always been parity, and I think we're making real progress. We have parity at the Veterans Administration. We didn't fight for
exclusivity; we have parity, and I think that's the way we would like to see it work out over time.

We have a lot of conversations ongoing with payers. Many of those are focused on 2017 access, but also some of them are focused on access earlier.
What we're trying to do is ensure that physicians and patients have choice in the marketplace.

Gregg Gilbert - Deutsche Bank - Analyst

So if I add up the -- one more moment, Esther -- if I were to add up the sales of all the current players and say that's the market pie; you come in,
you get a percentage of that; the price comes down for everyone.

What's your view on the pie, the ability for the pie to grow over time, the ability for the pie to grow over time globally? Because that's been a debate
for a couple years now, but the growth isn't what some people had hoped.
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Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes, so I would -- a couple things. One is even in the VA you saw them remove fibrosis scores as price came down. So it broadened access.

I think that as prices continue to be under pressure in the US, you will see more and more people that allow additional access to patients. Which
is good, because if you ever want to get towards eradication you have to go earlier and earlier in terms of treating patients. So I do think that there
is an opportunity for broadening patients.

I think the bigger issue, though, is: How many patients can you actually get through the system in any given year? Historically if you would go back
to the days of PegIntron or Victrelis you saw maybe 100,000 at most, 110,000 people go through in a year. Now we're seeing up to 170,000 patients
in the United States being able to be treated in a year.

So as long as we can continue to get more patients treated, I think there will be room for additional -- the pie to get bigger. The pie should last for
quite some time because there's 3 million patients in the United States with hepatitis C that are diagnosed; and if you look at those 3 million patients
and you can treat 170,000 per year, it tells you there's a lot of years of patients still left.

Outside the US you have about 170 million patients. There I think the question is: How many patients can be treated over time? And ultimately,
what is the price that you get in many of those markets outside the US?

We are seeing continued price pressure in all markets around the world in this class.

Gregg Gilbert - Deutsche Bank - Analyst

Should the pricing pressure -- the competitive intensity and people being surprised or not in hep C in the US, should that be behind us now? We
see the effects in 2017 in terms of who gets what share. But the jockeying for position and where price settles out, are we largely through that?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

We'll see. I think there will be continued price pressure. But to the degree, it's hard to tell right now.

I think if ends up with parity access, then I think the pressure is less. If it ends up with customers or competitors try to get exclusivity, it's a little bit
more. But in general I believe that the marketplace wants parity because they want physicians and patients to have choice.

Gregg Gilbert - Deutsche Bank - Analyst

Esther, over to you.

Q U E S T I O N S  A N D  A N S W E R S

Unidentified Audience Member

Sure. I had a couple questions. I think continuing on the pricing theme, there's been talk of Japan moving to annual price cuts. I'm curious to see
how likely you think that's going to be, and whether that would have an impact on your commercial strategy.
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Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Yes. If you look at Japan, I'd say the Japanese market has been a bit difficult, frankly, for several reasons. The first one is historically when a product
went generic in Japan, you could count on sales for that product even though they were generic competition for many years.

Now you're seeing rapid erosion of off-patent products in Japan, which is very different than if you would've gone back 10 years ago. So we're
seeing pressure on off-patented products, and you're seeing generic erosion rates faster than what you saw before.

The second thing is you are seeing not only price decreases on a biannual rate but you're seeing repricing in some markets. So if some products
grow faster than what they anticipated, they actually don't just give you the standard price reduction, but they could reprice, which means you
could get a larger price reduction than typically standard.

There is some talk about annual price decreases. I don't think that they will look to stifle innovation to annual price increases; I think it will stay at
biannual price decreases.

But we have to see, and I think it's a pretty fluid situation. Japan has typically been a country that has rewarded innovation. They still reward
innovative products with additional price. But it's a market that I watch very closely, frankly.

Gregg Gilbert - Deutsche Bank - Analyst

You have another one, Esther?

Unidentified Audience Member

Yes, moving on to biosimilars, I was -- one, I wanted to see where you were with filings. I think at one point Merck had mentioned that there would
be five biosimilar filings between 2016 and 2017, and we haven't seen any news flow on that.

Then the other is the impact that you've seen on Remicade O-US. Is that -- when biosimilars do start to get approvals in the US, is that typically
what you would anticipate to see here as well?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Let me -- I'll separate the two thoughts. First of all, in Europe we do everything we can to maximize Remicade. What we've seen in Europe is for
existing patients we've been very successful to keep those patients on therapy.

What has been difficult is new patients. Many of the tenders for new patients have moved to biosimilars.

In a few countries, not necessarily any of the large countries, we've seen some therapeutic substitution of existing patients. But those are relatively
few countries and relatively small.

But I think that's specific to Europe. What happens in the US, we'll have to wait and see and get more data to see what happens in the US.

We continue to remain on track for our biosimilar strategy. And we look forward to filing and talking about those in the future.
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Gregg Gilbert - Deutsche Bank - Analyst

Do you think longer-term being an owner of all biosimilar assets will be required to maximize your return? It seems like there are a lot of partnerships
out there. Some companies have decided not to partner, in essence expecting this to become more generic than brand over time in terms of cost
position. What are your thoughts on that?

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

I don't think you have to own all the biosimilars. I'm glad that we own biosimilars in the classes that are important therapeutic areas for us, like
oncology, diabetes, and anti-TNFs outside of Europe.

But I do think that that market will be increasingly competitive over time. And I think that you will see prices drop for biosimilars faster in the future
than you have in the past.

Gregg Gilbert - Deutsche Bank - Analyst

Thanks a lot. I have a lot more questions, but we have to be respectful of everyone's time. Thank you very much to all of our clients for attending
and listening, and special thanks to Merck and to Adam. Happy Cinco de Mayo.

Adam Schechter - Merck & Co., Inc. - EVP, President Global Human Health

Thanks for having me, Gregg. It's a pleasure.
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