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LI KA-SHING BETS TRADITIONAL CHINESE MEDICINES CAN BECOME A SOURCE OF NEW DRUGS FOR THE WEST

Hutchison China MediTech hopes to strike gold using modern development to unearth new drugs within Chinese medicinal herbs

Singapore, May 14, 2007 – Hutchison China MediTech, or Chi-Med for short, has a very powerful backer in Li Ka-shing, Asia’s wealthiest person and dominant shareholder and chairman of the conglomerate Hutchison Whampoa. The company has invested US$72 million in Chi-Med since its 2000 inception; it also owns 72% of the company. 


Chi-Med lost $10 million last year on revenue of $58 million, up 52% since 2005. A minnow by Hutchison Whampoa’s standards, most of its sales come from a musk pill, a treatment for respiratory infections, and an angina drug.


Yet Li is so keen on the growth opportunity for pharmaceuticals in China that he also devotes some of his valuable time in signing off on Chi-Med’s join ventures. 


Other global giants are also betting that Chi-Med is onto something. In November, Procter & Gamble signed a two-year agreement in which Chi-Med’s drug development arm will screen traditional Chinese medicines for new ingredients for P&G beauty products. That same month pharmaceutical maker Merck KGaA of Germany agreed to co-develop anti-cancer drugs derived from natural products.


Chi-Med now straddles the old and new world of Chinese medicine with its two daughter companies, as both deal with traditional remedies, but in very different ways. 


Shanghai Hutchison Pharmaceuticals is known for its traditional Chinese medicine, such as She Xiang Bao Xing, a pill that contains, among other things, musk and an enemy-repelling toad secretion. Two hundred million pills were sold last year, with sales up 17% from 2005. Adherents of traditional Chinese medicine cherish it for its alleged heart-protecting powers. 

Hutchison MediPharma, its sibling company located 45 minutes away, focuses on analysing molecules with the latest high-speed screening machines in the hunt for promising Western drug candidates derived from Chinese medicinal herbs. 


This two-pronged approach may help the Hong Kong company expand the appeal of traditional Chinese medicine while using new methods to unearth new drugs within Chinese medicinal herbs.  



Chi-Med was one of the first on board when the government finally opened up the traditional medicine sector to foreign investment in 2000. Chi-Med Chief Executive, Christian Hogg hopes to create an R&D arm of the company to turn Chinese medicine into drugs for the West. “We are trying to modernise and globalise Chinese medicine,” he says.


Hogg roped in Samantha Du, a Chinese-born biochemist with a Ph.D. from the University of Cincinnati and eight years of experience developing drugs and working on global licensing at Pfizer. Du, now 42, initially struggled with the decision to leave Pfizer, where she was being groomed for management. But an instant opportunity to run a drug development operation was alluring. She moved to Hong Kong in 2001.


The next year Du decided to set up a new research lab in Shanghai, which has a good supply of disciplined scientists and is cosmopolitan enough to lure back other Chinese scientists from U.S. drug firms. 

Chi-Med promised her $27 million to set up shop. Backed by the funds and strength of the Hutchison name, Du recruited experienced Chinese biologists and chemists from leading pharmaceutical firms. Du She decided to develop drugs for autoimmune diseases and for cancer because, she says, “the (U.S.) FDA is willing to take risks with cancer.”


Hutchison MediPharma already has two drugs derived from Chinese herbs in mid-stage clinical trails in the US. One is to improve the potency of radiation therapy on head and neck cancer and the other is to treat Crohn’s disease (an inflammation of the digestive tract). The latter would be competing with Johnson & Johnson’s Remicade, which brought in $3 billion last year. 


MediPharma’s radiation drug is already approved in China. Chi-Med licensed the global rights outside China from a Chinese company, applied for U.S. patents and is conducting new clinical trials in the U.S. that will be acceptable to the Food and Drug Administration.


A few other drugs that began as traditional Chinese treatments have already been developed by several big-name pharmaceutical firms and approved by the U.S. FDA. These drugs now help treat people with Alzheimer’s, chronic obstructive pulmonary disease, malaria, skin-structure infections, genital warts and leukemia. 


Hogg meanwhile intends to tap the deep pockets of Hutchison Whampoa and acquire more Chinese medicine producers with good brands and strong products. Sales of the Chinese medicines should cover the development costs of the Western style drugs. He also does not want to miss out on a market that he sees as having long term growth. 


“As the economy develops, (Chinese provincial government) reimbursement for drugs will increase. I think we’ll see 10-20% growth for the next 10-20 years,” he predicts.

Li Ka-shing seems to agree on the fact that the outlook is quite good. “I make a lot of donations to medical care projects and I know what people need. So if you can make a profit and help people at the same time, why not?”

The cover feature on Hutchison China MediTech appears in the May 21 issue of Forbes Asia which is available in the newsstands this week.
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