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"Biotechnology is all lines of work by which products are produced from
raw materials with the aid of living things” // The first known use of the
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Hungary — an outstanding business location for biosciences companies

Why invest in Hungarian life sciences sector?

Biotechnology has been chosen by the Hungarian government as one of the top five
priority sectors of the country's mid-term development plan

Life sciences have traditionally been a focus area for Hungary

A new breed of biotech companies is emerging

Biotechnology landscape — from multinationals to start-ups and university spin-offs
Examples of Hungarian companies active in the international business arena

World renowned creativity, science education and public research — combined with
an emerging technology transfer system

The untapped opportunity: outstanding workforce productivity

Hungary is an ideal site for conducting clinical research

Innovation-friendly legislation and significant state funding into R&D

Outstandingly favorable tax environment and fiscal measures

Hungary: an ideal location for conducting business, research and development, as
well as biopharmaceutical manufacturing

Useful addresses and links

ITDH offices abroad

Hungary — an outstanding business location for bioscience companies

Possessing the most developed pharmaceutical
and biotechnology sector amongst the 10 EU
accession states, Hungary provides an ideal base
for life science companies keeping an eye on
more distant markets or planning further
expansion within central and Eastern Europe or
the European Union. Hungary is a natural gate to
minimum three countries poised to join the EU in
the coming years — enormous advantages for
firms seeking new markets and new horizons.
This advantageous position is supported by.
world-class R&D carried out in several large
pharmaceutical companies, in a growing network
of small and medium-sized biotech companies as
well as in renowned research institutions
providing a large untapped opportunity for
commercialization of brilliant ideas.



Did you know?

In Central and Eastern Europe, Hungary has the

highest rate of participation in adult training and education of employees
highest percentage of GDP spent on higher education

highest rate of labor force working in the R&D sector

most patent applications submitted and most patents granted per capita

_ most high-technology patents per capita

Why invest in Hungarian life sciences sector?

Well developed industry and supportive environment

* Strong traditions in the pharmaceutical sector, combined with
significant FDI into pharmaceutical R&D and manufacturing

* Evolving biotech industry with already more than 50 core biotech
companies

* Strong ICT sector providing a good basis for biotechnology R&D

An enormous talent pool Innovation-friendly legislation — new Bayh-Dole-like “Innovation Act”

> * World renowned academic and university background passed in December 2004

% with cutting-edge competence in biosciences * Outstandingly favorable tax environment and fiscal measures to
%‘O * Highly skilled scientists and laboratory workforce at promote innovation

T GC) reasonable cost, experienced in international working * b-year national biotechnology strategy developed in 2005 with strong
C’HG:) environment and having strong collaborative ties with state commitment

(7)—@ universities and companies of the EU, US and Japan * High integration with the EU in terms of trade — compared to other
o9 * Large number of well-trained graduates acceding countries and many existing members

8 ) * Considerable results in basic research - Hungary has * Hungarian financial system is one of the most developed ones in
@ CC) one of the highest number of Nobel laureates per Central Europe

892 inhabitant in the world * |P and legal framework conform to international standards
_C_)g * Thousands of brilliant Hungarian scientists currently * As aresult of EU accession on 1 May 2004, investors here find
O = working in the US and Europe who would like to return

themselves within a single market of 455 million consumers
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Biotechnology has been chosen by the Hungarian government as one of
the top five priority sectors of the country's mid-term development plan

With an active support and commitment by the government, Hungary recently
formulated its mid-term biotechnology strategy with more than twenty harmonized and
well balanced measures. The strategy aims to take care of all underperforming areas at
the same time, along the R&D-commercialization value chain:

* R&D support

* Promoting technology transfer and incubation

* SME financing

* Supply of industrial human resources

* Global positioning, enabling FDI

The measures are scheduled in harmony with the current and future bottlenecks.

The national biotechnology strategy for 2005-2010 has set a concrete list of achievables:
* Formation of 100 to 200 new biotech companies, of which approx. 80 viable and
established ones remain in business by 2010;
* 2to 5 new large FDI into R&D by multinational pharmaceutical or biotechnology companies;
e Several thousands of high value added jobs with highly skilled and well payed employees;
* Multiple positive effect on the Hungarian economy through the widely defined life sciences
and other high-tech industries;
* Global recognition of Hungary as an “up and coming” biotech country.

Janos Kéka, MD
Hungarian Minister of

Economy and Transport ( t
e

Did you know?

In Central and Eastern Europe, Hungary has the
pharmaceutical sector which had been responsible for the
supply of the majority of the COCOM market before 1990
highest number of biotechnology companies

first association for biotechnology founded in 2002

"We are well aware that it is not the other EU accession
countries or the European Union that we need to
compare ourselves to. Biotechnology is a world-wide
sector without geographic limits. We need to keep our
eyes on the real frontrunners like the US, Canada etc. Our
strategy is to compete on science and human skills rather
than cheap workforce. We cannot and should not be as
low cost as the Asian countries. Our new mid-term
biotechnology strategy is designed not only to elevate
Hungary to be a clear Biotechnology leader among the
EU accession countries, but also to place Hungary among
the top 10 EU states in Biotechnology by 2010. The
Hungarian government is strongly committed to support
the development of a healthy biotech sector.”

Janos Kéka, MD // Hungarian Minister of Economy and Transport




Life sciences have traditionally been a focus area for Hungary A new breed of biotech companies is emerging

"It is remarkable that the winners of the Hungarian Innovation Grand Prize in the past six years
have all been associated with the field of life sciences. This proves that not only has Hungary
got great traditions in chemical, biological and life science research, but Hungarian companies

Hungary possesses a national pharmaceutical industry with strong roots — a wide source

2 58
5323
§5 85
£ 53
$252
of accumulated knowledge in chemistry and biology. In addition, there is a vast presence § % .;;: e } 4 are also able to develop products of international standards by utilizing these achievements.”
of large international pharmaceutical and biotechnology companies investing not only in s 88 § o
. . . N = . = C C
> sales and marketing but in local early and late stage R&D as well as manufacturing. g 5 < § I o 28 Erné Duda Jr. — President // Hungarian Biotechnology Association
% In 2004, Hungary exported drugs and medical supplies to the value of over $1 billion* q§ Qg: S ﬁ IS E % §
= = i I~ I . . . . . .
% O *Source: Hungarian Ministry of Education g E S > Jg 0 £ ﬁ As a pioneer among the EU accession countries, in 2002, the Hungarian Biotechnology Asso-
T % S & § 3 i E E ciation (HBA) was established by Hungary's leading human biotechnology companies with the
c Founded in ‘ Company name ‘ Renamed after WW Il ‘ Privatized by E ‘3; § § g _-“.;’ —g aim of promoting the development and representation of the Hungarian biotechnology sector.
(7) @ \ \ \ § “E’ ‘: 2 g c?_ % HBA now represents over 40 companies and its major areas of activity are the following:
© 1901 Gedeon Richter & \g % 2 2 95’ * Carries out harmonized lobbying activities in order to win governmental support for the sector
8 1910 Alka Chinoin Sanofi-Synthélabo (s8] * Represents its members at major international conferences and exhibitions
@ 1912 Rex Biogal TEVA * Acts as a coordinator in emerging collaborations
O = 1912 Phylaxia Human-Phylaxia TEVA
Hh= y y
O .‘ 1913 Dr. Wander Egis Servier — - HBA is also a member of various international biotech organizations such as EuropaBio, the Biotechnology
O = 1927 Alkaloida ICN — Industry Organization and the European Federation of Biotechnology. // www.hungarianbiotech.org




gary

cfin

biosciences in Hun

Blotechnology landscape — - |
fromn multinationals to start-ups and university spin-offs

Uniquely in the Central and Eastern European
region, Hungary has over 50 enterprises of
various sizes focusing their activity wholly or
partially on biotechnology-related research
and development or manufacturing. The vast
majority of these companies commercialize
their products and services on world-wide
markets.

Major areas of strength:
* Medicinal chemistry
* Plant genomics
* Bioinformatics and infobionics
e Clinical trials
* Diagnostics

: J
Budapest{/ Debrecen

E

v

Szeged
Pé

3DHistech // Applied Biosystems

Bio-Science // Biostatin // Biromedicina
ChemAxon // ComGenex // ComGrid // Cyclolab
Diagnosticum // Experimetria // GenolD
HungaroTrial // HYD // Infarmatik // 1zotép Intézet
KPS Biotechnology // L&Mark // LabOrigo
N-Gene // ReComgenex // Sinnex // TensioMed
Thales Nanotechnology // Vichem Chemie

Spektrum3D // BioSystems
SoftFlow
Biopolisz // Goodwill Pharma
RhinoLight // Solvo Biotechnology // ZenonBio

ComGenex' new

biotechnology and

Examples of Hungarian companies
active in the international business arena

5

center in Graphisoft Park,
ComGenex ?

nanotechnology R&D

Budapest

Ferenc Darvas, PhD
President and Chairman

“Our international management team is proud that
ComGenex is serving several hundred pharma and
biotech partners worldwide through its offices and
labs in Budapest, Princeton, San Francisco, and
representations in Tokyo and Osaka.”

Ferenc Darvas, PhD — President and Chairman // ComGenex

ComGenex is the largest biotechnology company in Hungary
and among the nine accession countries. The company
provides integrated discovery services in chemistry,
chemical genomics and in target identification/lead
optimization since 1992.

A new very comprehensive directory
with detailed company descriptions is
available online at www.hungarianbiotech.org




"Discovery is to see what everybody has seen,

World renowned creativity, science education and public research — e atnebody eise e thonent
combined with an emerging technology transfer system Albert Szentgycrgyi

the Nobel laureate for describing

Vitamin C in Szeged, Hungary

K On the per $ 1 million R&D expenditure basis, Hungary is leader as far
E as the number of scientific publications, and internationally
Scientific talent is one of the most famous and widely 5 competitive in patenting scientific results.
acknowledged talents of Hungarians. This is particularly E 777777 <
true in the fields of natural, technical and medical sciences. g § Most universities in Hungary have set up their technology transfer
Schools in Hungary can pride themselves on outstanding % g 3 offices to enhance transition of research results to industrial
- scientist like Albert Szentgydrgyi, the Nobel laureate for ° E S FTEEEEEEEEER ™ .g gl applications. The Cooperative Research Center (KKK) program allows
B describing Vitamin C in Szeged, Hungary. Several original é § E % § companies to build up joint infrastructure at major universities, and to
@) molecules have been discovered by Hungarian scientists, g ’é N g:; 77777777777 . % o join in to pre-competitive research at a very early stage.
% '. which were later approved by the FDA. j ;_; 5 E §: - . .
T g : : : : 5 § g § = LE Hungary has 13 research institutions countrywide dedicated to
c Examples of salient achievements of universal culture, which § § % s SRR - E < biotechnology-related research and development.
o were invented or fundamentally advanced by scientists of 9 ‘v“: 3 a ‘E
) Hungarian origin: Zo/tén Bay — telemetrics // Ott6 Blathy — S «E '§ § g §
8 transformer// Dénes Gabor — holography // Jozsef Galamb — Ford T E E; § cgu ********** © '(‘E X Qﬂ:va’ ”””””
) Model // Péter Goldmark — colour television // Tédor K&rman — § & o § % s § 1G] %
8: rocket technique // Jdnos Kemény — basic programming // John ‘; ,l QS, ?; > &% K &8 g g ?; G%
(@) von Neumann— modern computer // Tivadar Puskés — telephone % qg E § % § % S § % 2 :% 3 § g § N § S
5 switchboard 5<>>>§<2 é%&ﬁ%é‘ﬁé%@& g%&, &




The untapped opportunity: outstanding workforce productivity

Workforce productivity is a key factor in deciding
on a business location, in particular for

= manufacturers of biopharmaceuticals, medical
% devices or other biotechnology products.

=k .

T Hungarian workers are among the most

= productive in the Central and Eastern European
N region in terms of value added per working hour.
(@)

8 The biotechnology and pharmaceutical

@ companies located in Hungary have direct access
8: to a pool of exceptionally creative, talented and
O well-trained researchers with personnel and

O overhead costs well below European average.

Labor productivity in 2004 (based on GDP/working hour*)

*GDP converted to US$ at 1999 EKS PPPs

Source: The Conference Board

Slovakia

Czech Republic

Poland
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Hungary is an ideal site for conducting clinical research

Hungary has a solid record of
attracting and conducting
international clinical trials,
with over 250 clinical trials
performed each year - an
outstanding number compared
to Hungary's population.

Reasons for conducting clinical
trials in Hungary:

Rapid and reliable recruitment
of study population
Investigators are motivated and
qualified

High Quality of Data
Reasonable price advantage
Qualification of local study
monitors is above

international average

"Hungarian investigators are real partners for us, not only
executors of protocols carved in stone. Indeed, they
provide us with valuable contribution already in the study
design phase, which is very much appreciated and we
find it extremely helpful.”

Zsuzsanna Bors — Clinical Research Director
AstraZeneca Hungary

The company founded its clinical research unit in Hungary in
1993, which has developed into a regional center by now, named
the AstraZeneca Clinical Research Region Central and Eastern
Europe, coordinating the work of 160 well-trained AstraZeneca
experts located in seven countries of the region. AstraZeneca
spends approx. EUR 6 million on clinical research in Hungary
alone, which also covers the work of 1,000-1,200 colleagues
located on more than 240 clinical research sites.



Innovation-friendly legislation and significant state funding into R&D Outstandingly favorable tax environment and fiscal measures

“We are proud that Hungary has already achieved the average of EU-15 countries in terms of

public spending on R&D. Although growing steadily, corporate spending on R&D is still relatively )

low in our country. Our greatest challenge today is to enhance corporate R&D spending through | e " Hungary uses several fiscal measures to stimulate R&D, the most important of which:
our numerous grant programs and incentive systems. One of our highest priorities today is to S 100% R&D corporate tax allowance

lure back Hungarian scientists and incentivize them to relocate to Hungary.” 300% R&D tax allowance if the company lab is located at university or public research
institute

Special Intellectual Property Rights tax allowance for SMEs

Tax credits on investments, including R&D investments

Tax free employment of PhD, MSc or MBA students in the field of educational and
research activities

Option to create tax-free investment reserves, including R&D investments

Tax allowance for corporate donations to organizations of public benefit supporting R&D
activities

Miklés Boda — President /| NKTH

gary

President

IP and legal framework conforms to international standards. New Bayh-Dole-like “Innovation Act”
passed in December 2004, which is expected to boost the growth of the biotechnology sector:
Intellectual property rights are conferred to beneficiaries of R&D project funding

Public bodies are entitled to found spin-off companies

Research and Technology Innovation Fund Act passed in January 2004:

To provide applied research grants to universities, research institutes and companies

Managed by the National Office for Research and Technology (NKTH), which will hand out about
EUR 150 million each year beginning in January 2005

Substantial part expected to go to biotechnology research

Source: www.nkth.gov.hu

Miklés Boda

cfin

The Hungarian Government prepares tailor-made incentive packages for strategic
investments. More favorable subsidy is available than through tender applications if the
investment volume reaches:

EUR 50 million in case of manufacturing projects

EUR 10 million in case of establishing regional corporate service centers

Sources: Central Statistical Office, ITDH estimate

biosciences in Hun

Corporate tax rates in 2005 (%)

Czech Republic
Portugal

Hungary
Poland
Slovakia
Spain




Hungary: an ideal location for conducting business, research and
development, as well as biopharmaceutical manufacturing
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"It is worth investing in Hungary since, in the
very recent years, Hungarian researchers
have discovered two original molecules
which are in development phase now.”

Jean-Frangois Dehecq — world-wide CEO
Sanofi-Aventis

Sanofi-Aventis SA plans to set up a EUR 15 million
R&D center at its Hungarian subsidiary Chinoin, in
order to further boost capacity at its Hungarian unit
over the next several years. The Hungarian
research unit is currently involved in 45 Sanofi-
Aventis development projects, including initial
research and clinical testing. The company employs
2,300 people in Hungary and has invested more
than EUR 400 million in its Hungarian subsidiary
since 1991.

Jean-Francois Dehecq

world-wide CEO

Sanofi-Aventis L
( |

=

"In our world, safety and confidence in our
products are essential. TEVA is one of the
world leaders in the generic pharmaceutical
industry. Our European manufacturing center
is located in Hungary. At TEVA, as in Hungary,
maintaining good health is our primary goal.”

Andréas Rézsa // TEVA Hungary CEO

TEVA Hungary is to build a EUR 75 million factory for
the production of active pharmaceutical ingredients

(APIs) in Sajébabony, Hungary. 60-100 people will
be employed at the facility, and its production will be
mostly exported. Indeed, Hungary with the help of
companies like TEVA is developing its
pharmaceutical exports industry well. TEVA started
manufacturing in Hungary in 1995 and now employs
2,300 people there.

CEO

Andras Rézsa
TEVA Hungary

Prof. Nicholas Bodor

IVAX Drug Research Institute CEO

IVAX world-wide Chief Scientific Officer '
p

"We have many new compounds under research at our IVAX Drug
Research Institute subsidiary in Budapest, Hungary. This institute,
where we conduct the majority of our drug discovery research, has a
long history of discovering important pharmaceutical compounds. We
maximize our results while keeping expenditures relatively low by
doing development work, when appropriate, in lower cost countries,
such as Hungary, where the level of scientific excellence is high.”

Prof. Nicholas Bodor // IVAX Drug Research Institute CEO
IVAX world-wide Chief Scientific Officer

IVAX acquired 100 % ownership of the Institute for Drug Research, Ltd. (IDR) in
Budapest, Hungary in 1999. The IDR is currently involved in over 10 proprietary
new drug development projects of IVAX, from discovery research to preclinical
development (including GMP manufacturing of preclinical and clinical trial
material and GLP safety studies) and clinical trials. IVAX currently employs
about 200 researchers in Budapest and has invested some USD 70 million in
improvement and operation of its Hungarian subsidiary since 1999.




Useful addresses and links
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ITDH offices abroad

Austria // Botschaft der Republik
Ungarn, Handelsabteilung
E-mail: vienna@itd.hu

Dr. Ferenc Berényi, Director

Belgium // Ambassade de la
République de Hongrie, Section
Commerciale

E-mail: brussels@itd.hu

Dr. Kalman Mészaros, Director

Bulgaria // Embassy of the Republic
of Hungary, Commercial Service
E-mail: sofia@itd.hu

Mr. Istvan Cserepes, Director

Canada // Consulate General of the
Republic of Hungary, Trade
Commission

E-mail: toronto@itd.hu

Mr. Istvan Borbas, Director

China // Embassy of the Republic
of Hungary, Commercial Office
E-mail: beijing@itd.hu

Mr. Tamés Venekei, Director

Croatia // Ured za Trgovinu
Veleposlanstva Republike Madarske
u Zagrebu

E-mail: zagreb@itd.hu

Dr. Tibor Siilt, Director

Czech Republic // Embassy of the
Republic of Hungary, Commercial
Section

E-mail: prague@itd.hu

Dr. Gergely Mez6, Director

Egypt // Embassy of the Republic
of Hungary, Commercial Section
E-mail: cairo@itd.hu

Mr. Laszlo Molnar, Director

France // Section Commerciale de
I'Ambassade de Hongrie

E-mail: paris@itd.hu

Dr. Gydrgy Hevér, Director

France // Delegation Commerciale
de Hongrie (ITD-H Bureau)

E-mail: lyon@itd.hu

Dr. Zsuzsanna Nagy, Director

Germany // Handelsabteilung der
Ungarischen Botschaft in Berlin
E-mail: berlin@itd.hu

Ms. Katalin Somogyi, Director

Germany // Ungarisches
Aussenhandelsbiiro in Bonn
E-mail: bonn@itd.hu

Mr. Krisztidn Komma

Germany // Ungarisches
Aussenhandelsbiiro in Miinchen
E-mail: munich@itd.hu

Ms. Anna Esz, Director

Greece // Embassy of the Republic
of Hungary, Commercial Section
E-mail: athen@itd.hu

Mr. Janos Szatmari, Director

Italy // Ambasciata della Republica
di' Ungheria Sezione Commerciale
E-mail: milan@itd.hu

Ms. Magdolna Soltész, Director

Further Information

Japan // Embassy of the Republic
of Hungary, Commercial Section
E-mail: tokyo@itd.hu

Dr. Gabor Varkonyi, Director

Lithuania // Vengrijos Respublikos
Ambasados Komercijos Biuras
E-mail: vilnius@itd.hu

Agoston Sarlgs, Director

Netherlands // Ambassade
van de Hongaarse Republiek —
Handelsafdeling

E-mail: thehague@itd.hu

Mr. Péter Szabo, Director

Poland // Wydzia3 Handlowy
Ambasady Republiki — Wégierskiej
E-mail: warsaw@itd.hu

Mr. Gyérgy Németh, Director

Romania // Ambasada Republicii
Ungare Bucuresti, Biroul Comercial
E-mail: bucharest@itd.hu

Mr. Jénos Halasz, Director

Spain // Consulado General de
Hungria en Barcelona,
Departamento Comercial
E-mail: barcelona@itd.hu

Mr. Mihdly Gélosfai, Director

Serhia-Montenegro // Ambasada
Republike Madarske Trgovinsko
Odelenje

E-mail: belgrade@itd.hu

Mr. Andras Pallos, Director

Slovakia // Velvyslanectvo
Madarskej Republiky, Obchodné
Zastupitelstvo

E-mail: bratislava@itd.hu

Dr. Tibor Varga, Director

Switzerland // Ungarischer
Aussenhandelsdienst

E-mail: zurich@itd.hu

Ms. Ménika Szmetana Garainé,
Director

Sweden // Embassy of the Republic
of Hungary, Commercial
Counsellor's Office

E-mail: stockholm@itd.hu

Mr. Miklés Csuhay, Director

Taiwan // Hungarian
Commercial Service

E-mail: taipei@itd.hu

Mr. Matyus Sandor, Director

Turkey // Consulate General
of the Republic of Hungary,
Commercial Section

E-mail: istanbul@itd.hu

Mr. Andrés Hajdu, Director

United Kingdom // Hungarian
Embassy, Trade Commission
E-mail: london@itd.hu

Mr. Andras Hirschler, Director

United Kingdom // ITDH's
Representative for Scotland
E-mail: glasgow@itd.hu

Mr. lan Traill, Representative

United States of America //
Hungarian Trade Office

E-mail: newyork@itd.hu

Ms. Melinda Czagény, Director

United States of America //
Commercial Section of the Consulate
General of the Republic of Hungary
E-mail: losangeles@itd.hu

Mr. Odén Kiraly PhD, Director

United States of America // Office
of the Hungarian Trade Commission
E-mail: chicago@itd.hu

Ukraine // Embassy of the Republic
of Hungary, Commercial Section
E-mail: kiev@itd.hu

Mr. Istvan Palasti, Director

\

Highly skilled,
qualified
workforce

Strategic
logistics
location

SERVICES
m One Stop Shop investment
promotion free of charge
m personalized customer services
[. I I D m global network support system
B business matchmaking
B Euro Info Centre
HUNGARY
INFORMATION ON
B the Hungarian economic and
business environment
B investment opportunities
B jnvestment incentive and support system
B |egal and financial regulations
tax system

THE HUNGARIAN INVESTMENT AND
TRADE DEVELOPMENT AGENCY

_investment

promotion

FOR MORE INFORMATION
PLEASE CONTACT:

ITDH
The Hungarian Investment and
Trade Development Agency

H-1061 Budapest,
Andrassy Ut 12.

Phone: (+36 1) 472 8100
Fax: (+36 1) 472 8101
E-mail: info@itd.hu

WWW.ITD.HU



