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LSHC Industry 2023 Outlook Survey
Framework

* Survey conducted between 10t to 237 January 2023

* Engaged China based Life Science & Healthcare (LSHC) sector operators and investors: 115 respondents

7%
" B Pharma
E 35%
"0 B Chairman/CEO 22% . M Distributor/Retailer
Company ® POE Respondents’ . Business _ )
M C-suit level Medical Devices
56% Type W Type Sector

Other management level

= Other sector

M Less than RMB 100 million
H RMB 100 million - 1 billion
RMB 1 billion - 5 billion
More than RMB 5 billion

H Less than 5,000 43% 2022
m 5,000 — 10,000

No. of

Employees Revenue Size

More than 10,000

22%
Note: [1] SOE: State-owned Enterprise; [2] POE: Private-owned Enterprise; [3] JV: Joint Venture; [4] WOFE: Wholly Foreign-owned Enterprise
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What happened in 2022...
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(% of selected times)

2022 Performance Review

Question #1 — How did your company perform (top line) in previous year?

ALL Large cos SOE&POE WOFE

13% 11% 22% 8%

44% 32%

Annual financial performance
is better than planned

41% 37%

Annual financial performance
isin line with plans

Life Science

14%

42%

46% 52% 34%

Annual financial performance
is worse than plans

61% 45%

[ 2022 Survey 2023 Survey

Insights

— B

Not surprising, 2022 has turned out to be worse than many had expected and planned for

year-end already (quite a few of the POE respondents are Chinese Biotech’s still in pre-revenue mode)

A 4

Local player respondents (SOE & POE) : 22% indicate to have had a better performance than planned, probably more cautious by 2021

Foreign companies (WOFE) felt largest impact on 2022 very special business conditions in China, with 61% doing worse than expected

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China.

China LSHC Industry 2023 Survey Results 5



(% of selected times)

( Insights ]

2022 Performance Review

Question #2 — Your 2022 business performance was mainly impacted by...

ALL Large cos SOE&POE WOFE C-level Life Science
The widespread/intensive lockdown due to the

pandemic control across provinces/cities

Effects from the VBP policies implemented

Changes in Hospital visits during the year

Achieving new product launches or NRDL inclusion
in China

Partnering with local/domestic organizations to
reach a faster market penetration

Localizing your supply chain in China -
Increased direct patient engagement _

Q@ ® © ®© O
Q@O ® 0 O 6
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A 4

* Similarly, the covid-management and its lockdown phases have been sighted as the most impactful factor from all

* The medical pricing reform (VBP, etc.) continues to take the lead among all other factors, this is particularly critical to POEs (71%),
Large cos (69%), and Life Sciences cos (63%).

* Localizing (or widening) of the supply chain has elevated for ‘Large Co’s & WOFE’s’, in line with recent overarching guidance provided
by China’s highest political organizations (and eventually benefiting from local-preferential policies)

* The impact of ‘hospital visit changes’ has received more attentions among WOFEs compared to the prior year’s survey

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices
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(% of selected times)

2022 Performance Review

Question #3.1 — among those who said ‘Yes’ to business performance been affected by China nation
wide covid management issues, their revenue has been impacted with...

ALL 28% 36%
Large cos 38% 29%
SOE & POE 21%
WOFE 41%
Pharma 31% 26%
MedTech 28% 52%
W Decreased by less 5% Decreased by 5% - 10% Decreased by more than 10% m Not impacted

[ Insights ]

A 4

* Nearly 80% of all respondent’s state that they had their revenues decrease due to the lockdown - 36% having a >10% decrease
* Domestic companies (SOE&POE) have the highest ‘no impact’ rate with 23% (10 out of 40) - but also the highest ‘decrease >10%’ portion
* Larger companies seem to have absorbed better the market moves, with 10bps more in the mid-range (38% versus 28% for ‘all’)

* Foreign companies (WOFE) experienced the largest negative growth, with just 11% respondents confirmed no impact from the
lockdown

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices
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(% of selected times)

2022 Performance Review
Question #3.2 — among those who said ‘Yes’ to business performance been affected by China nation
wide covid management issues, their new patient onboarding has been impacted with...

ALL 26% e

Large cos 49% S s

SOE & POE 49% S s

WOFE 54% s

C-level 52% S e

Life Science 46% s
B Reducing less than 10% Reducing more than 10% B Not impacted

[ Insights ]

* The new patient onboarding was also heavily impacted by the lockdown with around 60% of respondents have said yes, resulting
from the restrictions to visit offline medical institutions

* Over 45% of respondents confirmed to have ‘reduced more than 10%’ for all types of respondents, with the WOFE has the highest
portion of 54% (64% for foreign companies CEO ie. 2 out of 3 1)

* The ‘Life Science’ companies (exc. Distributors, retail & healthcare services) show somewhat less impacted with 38% with ‘no’

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results
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(% of selected times)

i

2022 Performance Review

Question #3.3 — among those who said ‘Yes’ to business performance been affected by China nation
wide covid management issues, their clinical trial programs has been impacted with...

ALL
Large cos

SOE & POE 28%

25% 2% s
21% “% s
A B L

WOFE

22% e

C-level

Life Science

M Slowed program by less than 3 months

[ Insights ]

26% s
27% v e
Slowed program by 3 months - 6 months Slowed by more than 6 months ® Not impacted

* On clinical trials, the survey shows that really 50% somehow an impact ie. slowing progress

* Larger companies and foreign companies answered having the most impact as 50% have delays 3 months and more. Focusing down
to CEQ’s only (not shown above) 64% of foreign companies a delays above 3 months or more.

* In contrast, local players are relatively less impacted on the clinical trial programs. Only 41% of POE C-level respondents mentioned

that there’s a slowed clinical trial program

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices
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(% of selected times)

2022 Performance Review
Question #3.4 — among those who said ‘Yes’ to business performance been affected by China nation

wide covid management issues, they have found harder access to hospitals/doctors for the use of
prescription drugs

ALL 28%

Large cos 19%
SOE & POE 31%
WOFE 19%
C-level 26%

Life Science 25%

[ Insights ]

* The lockdown has a direct impact to offline access to medical personnel and institutes — over 70% of respondents have found Rx
business been impacted with harder patient-doctor engagement

M Yes No

v

* The issue is more severe to large cos and WOFE, with both have over 80% respondents selected ‘Yes'. In contrast, local players are less
impacted — with only 69% respondents confirming impact. (foreign pharma cos usually rely more on the in-hospital channel for Rx
distribution compared to local ones).

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices
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(% of selected times)

2022 Performance Review

Question #3.5 — among those who said ‘Yes’ to business performance been affected by China nation
wide covid management issues, their talent engagement has been impacted with increasing staff
turnover

ALL

Large cos
SOE & POE 62%
WOFE

C-level

Life Science

{ Insights ]

* During these past 3 years, talent attrition has seen some stabilization, and 69% of the respondent stating having no higher turnover
than before

M Yes No

A 4

* Foreign companies (WOFE) were less impacted in the talent management compared to local players (SOE & POE). Flexible work
arrangements as well as higher emphasis on employee well-being in foreign cos has resulted in a better workforce stability, compared
to domestic companies.

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 11



(% of selected times)

[ Insights ]

2022 Performance Review

Question #4 — Within your organizational & business model which are the key changes implemented in
20227

ALL
Government affairs and relations have become more important than before
Marketing and sales teams have been adjusted to reflect new channels
Marketing and sales teams have been adjusted as a result of policies impact (VBP etc.)
R&D activities in China have had new resources been allocated
Supply chain arrangement have been reviewed and trigger changes going forward New !

-------------------------------------------------------------------------------------------------------------------- Importance - --

Enhanced (created) and empowered a 'digital' expert team based in China

Enlarged the scope of your shared service center functions inside in China

Arranged shared services support from outside China locations

A 4

* In line with our 2022 survey results : commercial team organization and and government affairs remain the top two factors to most
of respondents. Important to note that the importance of ‘government affairs and relations’ has raised to 1% position compared
coming 2" in prior year.

e Supply chain arrangements have risen as corporate management themes, with nearly 50% looking at existing set-up.
Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 12



(% of selected times)

2022 Performance Review
Question #4 — Deep-dive

Large cos POE (C-level) WOFE CEO

Government affairs and relations have become

more important than before 75% 92%

Marketi dsales t h b djusted
arketing and sales teams have been adjuste 29% 82% 20%
to reflect new channels

87%

Enhanced (created) and empowered a 'digital’

() 0,
expert team based in China 50% 42% 52%

Enlarged the scope of your shared service

9 0,
center functions inside in China 18% 13% 26%

Arranged shared services support from outside

(1) 0, )
China locations 7% 13% 13%

Marketing and sales teams have been adjusted . o
as a result of policies impact (VBP etc.) ol £ s
R&D activities in China have had new resources 64% 50% 529%
been allocated
Supply chain.arrangement ha.ve been reviewed 57% 45% 39%
and trigger changes going forward
:%

( Insights ]

* Across all companies, government affairs have risen to be ‘top in mind’ to be successful in China. Further, there is good alignment
beyond all respondents with the CEO-suite only.

e POE’s for many in a different stage of development, the main theme was how best to adjust and optimize marketing & sales team

* Digital investments that had seen tremendous emphasis in 2021 & 2022, seem to have been tackled and managed by most, and are
now ‘business as usual’ in China

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] POE: Private-owned Enterprise; [3] WOFE: Wholly Foreign-owned Enterprise

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results
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(% of selected times)

2022 Performance Review
Question #5 — With the strengthen in the restriction in data privacy and export from China, has your
organization been impacted?

ALL 58%

Large co 49%

SOE & POE

71%

WOFE 55%

C-level

[ Insights ]

* The impact of restriction in data privacy and cross border exchange, keeps stable from prior year (43% versus 42% this year)

61%

M Yes No

v

* However, compared to our prior survey, the impact on WOFE has been reduced significantly from 89% to 45% — indicating that
foreign companies have adjusted (or are adjusting) to the new regulatory landscape in China and developed China-specific strategy to
better fit in the market

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 14



(% of selected times)

2022 Performance Review
Question #5 — Deep-dive —among those who said ‘Yes’, on the data constraints - are impacted in...

83%
65% 66%
0,
58% 539 559%
47%
33%
17% 17% 18% 17%
11%
ALL Large cos SOE & POE WOFE C-level Large cos SOE & POE WOFE C-level ALL Large cos SOE & POE WOFE C-level

Impacted as resulting in increased operating costs in China |Impacted as resulting in less R&D or trial activities being carried|Impacted as resulting in developing specific China only solutions

out in China
( Insights ]

* Nearly 2 out 3 respondents sighted an increase in operating costs relating to the data management constraints (63%) — while for SOE
& POE that was felt by only 1 out 3

[
»

* For foreign companies, just 18% state that their R&D or CT activities are impacted and just 47% have engaged in ‘China specific’
solutions. Naturally SOE & POE consider their China solutions as their basis (hence the 83%)

* Interestingly, 64% of all respondent CEO (23) emphasized the need to find ‘China specific solutions’ to manage these constraints

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 15



(% of selected times)

L

@ ® 0 e

2022 Performance Review
Question #6 — Considering China's pace to technology changes and digital patient engagement, has
your organization...

ALL Large co SOE & POE WOFE CEO

Allocated more resources to manage your IT & data
compliance framework

©
S
©

Allocated more resources for 2023 to build more capabilities
around data & IT security for your China business

Deployed local IT & data solutions that are different from the
global tools

Changed your talent model for digital competencies (more
data technology)

[ Insights ]

* Investment into the digital space, remains top in mind to all companies, SOE &POE indicate to allocate more for 2023 going forward.
Foreign companies will be keeping allocating resources at similar levels (also for compliance purposes).

Not applicable

© @ o 6
©@ e 0O
©@ ® e 6

[
»

* For foreign companies, deployment local tools — different from global tools, is no longer a taboo

* Talent model changes going forward for SOE & POE — similar to the allocated level of resources, it is looking more like a catch up
with what others have been doing already

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 16



(% of selected times)

2022 Performance Review

Question #7 — For new market channels beyond the traditional ‘in-hospital channel’, has your company
increased investment on these new channels?

ALL 30%

Large co 17%

SOE & POE 32%
WOFE 26%
C-level 29%

Life Science 26%

[ Insights ]

» Consistent with prior year’s survey results —the majority of respondents indicate that the investment into new channels will increase

M Yes No

* What differ from last year is that more local players (SOE & POE) have become much willing to increase the investment into new
channels, grow from 47% to 68% in this year’s survey result

* In contrast, large cos and WOFEs have lowered their investment focus from our 2022 survey — slightly decreasing from 89% to 83%
and 89% to 74% respectively — compared to the prior year

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 17



(% of selected times)

2022 Performance Review
Question #7 — Deep-dive —among those who said ‘Yes’, the investment has been increased in...

52%
50%
9 48%
48% 45% 0
39%
36%
28% 28% 27% 27% 26% 25%
21%
20%
19% 17% ° 17%
ALL Large co | SOE & POE| WOFE C-level Life ALL Large co SOE & POE WOFE C-level Life ALL Large co SOE & POE WOFE C-level Life
Science Science Science
This investment be done through alliances with third parties Build the online business channel through own capability A combination of the two above

Insights ]

A 4

* Respondents seem all aligned with 50% or so, all favoring a mix between ‘in-house’ and ‘external partnering’ solutions in order to
embrace and use best China’s unique digital & technology eco-system

* SOE & POE have a slightly larger appetite to partner with third parties and form alliances (36%) versus foreign companies (just 27%)

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices
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What expected in 2023...
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(% of selected times)

2023 Future Outlook
Question #8 — How do you foresee your China business outlook 20237

ALL 10% 8%
Large Co 8% 8%
SOE & POE 5% 7%
WOFE 13% 8%
Life Science 10% 7%
B Top line revenue plan 2023 considers a growth of >10% M Top line revenue plan 2023 considers a growth between 5-10%
Top line revenue plan 2023 considers a single-digit growth <5% Top revenue plan 2023 is expected to decline

i
Insights ]

v

Everyone remains rather optimistic — as >90% of all respondents are looking for growth in 2023

Nearly 50% are looking for growth higher than 10%, bullish after December 7, 2022. Interesting to note that domestic market players
(SOE & POE) are having the brightest expectation with two-third have forecast a 2023 revenue growth over 10%.

Larger & Foreign companies have a more balanced outlook across all growth ranges, with even 8% predicting for a decline.

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 20



(% of selected times)

Il

2023 Future Outlook

Question #9 — How is your current overall business outlook for China (next 3-5 years)?
ALL Largeco SOE & POE WOFE C-level Life Science

@ @

Our outlook is better than before, so our China focus has been
further elevated within our Group

Our outlook remains the same as previously, also China has to
compete internally to obtain its required investment budgets for
growth

The China outlook has become less clear and readable thus we are
becoming more cautious allocating investment to China

Within our Group, other markets have become more appealing thus
for our China business we are getting less resources

Doing business in China is perceived are riskier with less reward than
before, thus we are getting less resources to develop our China
business

[ Insights ]

e Compared to our last year survey, we are noting a slight decrease on China’s market importance, reducing slightly from 47% to 42%
Also, 10% declare the investments are shifting to other addressable markets within their group, up from 2% in last year.

© ® © 0 6
© ® © ©
© ® 0 6 @
© ® © ©
© ® © 0 6

A 4

* Foreign companies, consistent with prior year, remain cautious on the future opportunities in the China market, and 34% state that
the market has become ‘less readable & predictable’. CEO’s however remain very confident, as only 4% state of having the risk of
getting less resources as the market attraction is reducing.

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 21



(% of selected times)

2023 Future Outlook
Question #10 — With China's regulatory environment keep adjusting, do you think that...

ALL Largeco SOE & POE WOFE C-level Life Science

Domestic companies will gain a further preferential treatment in your
market segments

New drug registrations will continue to accelerate and your market
access for innovative assets will further be facilitated

Your global supply chain organization might require an adjustment to
further localize, increase domestic sourcing in your value chain

NEW! Foreign companies will attract higher regulatory scrutiny, thus
: requiring higher efforts on compliance matters

China's health administration will try to motivate you in licensing and
partnering transactions to further localize

Your imports are likely to attract higher duties or increased scrutiny
on transfer pricing arrangements

[ Insights ]

* Innovation and new drugs remain the focus for all respondents (60%), except SOE & POE (50%) and CEO from Foreign companies that
rank this as highest impact going forward (80%).

©@® 060
©@®® 006
ONCHONCECON®
©@® 060
©@ ©®woe

[
»

* SOE & POE remain very confident that the market trend and environment will favor them in the longer term

* For Foreign companies, consensus is that the regulatory framework will have their supply chains to become more local, probably while
widening the value chain domestically ( 71% of WOFE’s and 63% from Large Co’s). Further, Foreign companies are expecting (and
planning for) a higher regulatory scrutiny and will increase emphasis on compliance.

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 22



(Average score for ranking)

2023 Future Outlook
Question #11 — What do you think are the most relevant considerations from your perspectives when

introducing new products into China?
ALL Large co SOE & POE WOFE C-level

Market potential and patient population needs/demand — 252 < @ 34 @ < @ T @ T
T sness ncuting appropriate ranser prcing poicies [ EE— T @r @r @ @ 1
Global and local competition specific to the China market _3'61 @ @ @ @
Potential price adjustmenﬁ;;eg;l\ir;g from government driven 3.32 @ @ @ @
Government incengtci)\:zsranrﬁleu:tir;ﬁFt)z)(()::;:entives and other 2.63 PN @ PN @ PN @ PN @ AN
Specific patient s;spc(;rr;ctfgi)/glggig?sgzszir;:]rei(r::istized and favored 2.16 NEW! @ @ @ @
[ Insights ] M 2022 Survey 2023 Survey Rank change: " increase decrease <> No change

* The ‘true market demand’ is the top consideration to all — same as the survey result in the last year, particularly to WOFE and top
management team (C-level) respondents

* The importance of development of China-specific business model and supply chain arrangement has been raised over the past year,
resulting from the rapid changes of the regulatory landscape in the China LSHC market

* The ‘competition’ and ‘medical pricing reform’ remain important yet the ranking have both degraded as the medical pricing reform
has become the new-normal already and all types of companies are getting better in the pricing strategy resulted in the importance
degraded

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise; [5] Life Science: Pharma & Medical Devices
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(% of selected times)

2023 Future Outlook

Question #12 — In your latest China market strategy, have/are you considering the following actions:
ALL Large co SOE & POE WOFE Life Science

Create China specific governance model that is differ from other markets

Adjusting your product portfolio reflecting price constraints & risks generated
by VBP and NRDL or the general competitive environment in China

Search for Chinese based assets for your product portfolio localization
ambitions

Search for China market partnership and execute joint ventures with local
companies

Leverage specific measures and favorable policies in the 'Greater Bay Area' or
Hainan province

Establishing a China ESG/Carbon emission reduction strategy

Consider raising local financial resources from third parties (debt), or even
going public would capital market rules facilitate this

[ Insights ]

* The rank of ‘China-specific solutions’ has been raised from the second in last year to the top in this year — marking the ‘unique’
feature of the China LSHC market being further emphasized. This is especially important to WOFE (61%) and Life Science cos (58%)

CHONCNCECNCON®
©@ QO ®»O0 6.
CHECNCHCONGCNCONGC
CHONCRCNCNCONGC

A 4

* Local players (SOE & POE) are more focusing on the forming of partnerships while WOFE is more focusing on the leverage of the
regional policy benefits to accelerate the market access

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 24



(% of selected times)

2023 Future Outlook

Question #13 — Many pharma and medtech companies have created specific investment vehicles to
participate into the China‘s innovation space as investors (direct / indirect), do you have?

ALL 24%
Large co 31%
SOE & POE 8%
WOFE 31%
CEO 20%
ALL
H Planning to increase our investment resources  Not planning substantial changes = Still identifying potential local acquisition/ partnering targets in respect of entities or pipelines
Insights

* Over two-third of all respondents answered ‘No’ in creating China-specific investment vehicles — this is mainly affected by the
adjustment of the valuations of biotech cos in China throughout the 2022

* For those who answered ‘Yes’, they indicate the investment is going to be increased, particularly from local players (SOE & POE)

* Large cos and WOFEs are also relatively favor entering China’s innovation space through a collaboration with/ acquisition of local
player(s) as this could help foreign companies to effectively reduce the regulatory risks

* In contrast, local players are less favor in enhance the innovation presence through acquisition and partnering. This is mainly due to

local players are not that strong in cash flow as foreign players.
Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise

© 2023. For information, contact Deloitte China. China LSHC Industry 2023 Survey Results 25



(% of selected times)

2023 Future Outlook

Question #14 — Do you expect that your business strategy and investment for China market will change
in response to the opening of China border in January 20237

ALL 54%

Large co 64%

SOE & POE 44% ® Yes

WOFE 61% No
C-level 53%

Life Science 56%

[ Insights ]

* Overall, nearly half of respondents are likely to have business strategy and investment change for China after the border open,
particularly for local players (SOE & POE)

A 4

* In contrast, over 60% of ‘Large Co’s’ and Foreign companies respondents indicate that there will be no immediate business strategy
and investment changes. We are already seeing a number of corporate HQ teams travelling to China, and if adjustment come, that
will certainly become apparent only later this year or for 2024.

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise
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[ Insights ]

2023 Future Outlook

Question #14 — Deep-dive —among those who said ‘Yes’, the changes are likely to located in...
ALL Large co SOE & POE WOFE C-level Life Science

®@ o o o

Accelerate your market access programs in China

Review talent and management structures, thus increasing
a multi-cultural approach to your China operations

Reinitiate Chinese talent exchange programs for global
positions

Increase the R&D investment to support localized product
development

Enlarge our China investment by increased localization of
your supply chain

Initiate or re-initiate domestic partnering discussion for
China market purposes

©@ ©@ ® ® ® 6
® 0 0 0 O
© ©@ ® ©
©@ ©@ ® 0 O
©@ ©@ ® 0 ©

A 4

* Accelerating market access, bringing new assets to market is the top key issue for Large cos (70%) and foreign cos.

* SOE & POE’s are more focusing on the talent and management structure changes, which was the same trend found among top
management team respondents (CEO respondents: 67%)

* The localization is another key topic that large cos are majorly focusing on —in order to leverage the policy benefits for homegrown
products in China

Note: [1] Large cos: enterprise with revenue above RMB 1 billion; [2] SOE: State-owned Enterprise; [3] POE: Private-owned Enterprise; [4] WOFE: Wholly Foreign-owned Enterprise
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In conclusion...
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2023 China LSHC Industry Outlook Survey
Look back to 2022 predictions

Predictions

What happened

increasing, especially with the medical pricing

@ The influence power of government sectors is still
reform and data protection regulation updates

The pace of innovation growth has been
accelerated as a result of the formulation of

various partnerships and R&D investment

The first outbound data transfer case after the issue of Measures for
Security Assessment of Data Export Security was approved in 2022

In 2022 NRDL update, the no. of newly listed drugs through negotiation
has reached a new high of 108 drugs. The new NRDL is expected to save
over RMB 90 billion, tripled from the last update

The total license-out deals value in 2022 reached a new high of 17 Bin
USD, increased by 23%. The number of deals also reached 48, 6 more
from 2021

The new drugs R&D investment has increased from USD 8 billion in 2016
to USD 28 billion to 2022, showing the elevation of R&D capacity of
China's medical industry

The no. of accepted registration applications has reached a new high of
12,244 applications (GR: 5.8%) in 2022

more and more China-specific business model

@ More and more LSHC companies are formulating
and strategy

© 2023. For information, contact Deloitte China.

MNC players have strengthened the transformation from global imports
to local incubation of innovation assets

v’ Established local incubators and accelerators to support the
growth of local biotech cos

v' Transferred/ opened global innovation centers in China
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2023 China LSHC Industry Outlook Survey
What Deloitte foresees for China LSHC industry...

2023

2020

e Future of work is closer and will
arrive faster

* New technologies will accelerate
the move to a healthier China

* Partnering and building new
business model will be key to
capture markets

© 2023. For information, contact Deloitte China.

2021

* Government and regulators speed
up their ‘Healthy 2030’ plans and
objectives

* Rapid development of online
modes & channel is bringing B2C
models to the industry, and
increases emphasis on regulation
in data security and compliances

* China’s market will continue to
grow faster than most mature
markets and will be impossible to
be ignored

2022

The influence power of
government sectors is still
increasing, especially with the
medical pricing reform and data
protection regulation updates

The pace of innovation growth has
been accelerated as a result of the
formulation of various
partnerships and R&D investment

More and more companies are
formulating more and more
China-specific business model and
strategy

China LSHC Industry 2023 Survey Results

For 2023, we predict that...

30



2023 China LSHC Industry Outlook Survey
In Summary: China insight and outlook in 2023

@ o o
@ ....................... (8
@ .......................... :

—
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Digitalization and building a ‘China-fit’ eco-system has been the emphasis
for many players during these ‘covid-years’. This trend will continue.

The battle for global talent will re-start in 2023 and the speed of
innovation in China will rise and accelerate once again. New product
launch will become the key growth driver.

Business compliance activities during these covid-years have been
neglected or reduced. We shall see more emphasis of those going
forward as regulators increase their activities.

China’s innovation landscape has many players with unique and niche
capabilities. Localization ambitions will allow for some to emerge as
core market expansion solutions to foreign players.

Supply chain localization has become more important especially for high
volume products and increased domestic competition. With a favorable
momentum, now is the time to review all options.
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2023 China LSHC Industry Outlook Survey
China insight and outlook in 2023

[ Key Insights ]

* The release of 10 New Measures’ has brought a new look to the LSHC
market as well as more uncertainties that examine the resilience capability of
LSHC companies in China

* How to adjust the business model and strategy timely to keep up with the
policy and regulatory changes is one of the key challenges to all

* Digitalization of operations, investment in technologies and talent have
become more than ever critical to be successful in China

* With the re-opening of borders, many market participants are looking
forward to re-build their multi-cultural teams, thus fostering exchange and
generating innovation.

* In addition, with the innovation pace to be accelerated once again, the new
product launch strategy will become more critical for future growth onwards.

* Most market players expect that market regulators will continue to
strengthen their supervision through a number of lenses and activities, now
that the ‘pandemic-times’ are over.

* While data and cross-border transfer is the immediate urgency that many are
coping with, new technologies and new ways of operating business

compliance activities will emerge.
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2023 China LSHC Industry Outlook Survey
China insight and outlook in 2023

[ Key Insights ]

e Survey results show that a larger number of industry players have seen their
speed to market decelerate, with patient onboarding and clinical trials being
delayed, but not disrupted.

* As part of a wider localization strategy, the search for local assets, certainly
encouraged by a more favorable environment to locally rooted products, will
more than likely lead to wider cooperation arrangements and or partnering
models.

* With more homegrown preferential policies been introduced in the recent
years, the pace of production and supply chain localization is expected to
further accelerate for foreign players in China.

* Further, initiatives across the globe reviewing the key and core dependencies
on key ingredients, pressures arising from sustainability and carbon reduction

programs (reducing logistics paths), will provide grounds for enlarging the
value chain locally.
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Appendix
Large companies’ population composition

* Large companies (75/115) composition: companies with revenue above 1 BIn RMB

M State owned enterprise
H Chairman/CEO
M Private enterprise Respondents’

M Joint venture Type

Company
Type

B C-suit level

= Other management level

65% Wholly foreign owned enterprise

H Less than 5,000

No. of

Business

m 5,000 - 10,000
Sector

Employees

= More than 10,000
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B Pharma

m Distributor/Retailer

m Medical Devices
Healthcare Services

H Others
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Appendix
Calculation model for question #11

* The average score was calculated based on the weight of its rank in each answer

* The weight for each rank is different and is descending from rank 1 to rank 6

= Rank 1 =6 score; rank 2 =5 score; rank 3 =4 score; rank 4 = 3 score; rank 5 = 2 score; rank 6 = 1 score

* The average weight score calculation formula: [(rank 1 #)*6+(rank 2 #)*5+(rank 3 #)*4+(rank 4 #)*3+(rank 5 #)*2+(rank 6 #)*1)]/(total respondent #)

= For example, the option A was selected for 13 times: rank 1 for three times; rank 2 for four times; rank 3 for twice; rank 4 for twice; rank 5 for
once; rank 6 for once

= the average weight score of option A will be: [(3*6) + (4*5) + (2*4) + (2*3) +(1*2)+ (1*1)] /13 =4.23

= The average weight score of option A will be 4.23

* A higher average weight score represent a higher importance degree of the subject to respondents
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