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Unlocking Success within China's Life Sciences Industry: An In-depth
Look at How China is Nurturing Global Leaders in Biotechnology and
Biopharmaceuticals

Executive Summary

China's domestic life sciences industry, consisting of pharmaceutical, biotechnology, medical devices and
services, has experienced unprecedented growth in the last decade, fueled especially by accelerated
investment, increasing focus on innovation, and business expansion across the borders. Previously, the
biopharmaceutical sector in China, lacking intelligent property rights, engaged primarily in the production of
generic drugs from global off-patent medicines. To fend off intensifying competition from India and the likes,
foster self-reliance, and seek higher profits, Chinese companies have changed their playbook and pursued the
innovation strategy through heavy R&D investment. In 2022, R&D spending by Chinese biopharmaceutical
companies jumped 40% year-on-year (“Y/Y”) to RMB38 billion with a compound annual growth rate
(“CAGR”) in the neighborhood of 30% from 2016 till 2022.

China’s demographic change, emergence of a fast-growing middle class, increasing health awareness among
Chinese residents in general have heightened demand for life sciences products and services, including
drugs, medical devices and dental care. The elderly population and the number of people with chronic
diseases such as cancer, diabetes, heart diseases, arthritis, among others have been on the rise. It is estimated
that in 2020 there were about 250 million people in China or around 18% of its total population at that time
aged 60 and above. Meanwhile, China’s National Health Commission believes that more than 300 million
locals have been diagnosed with chronic diseases. Importantly, these numbers are likely to climb going
forward, creating more demand.

Relatively low per capita healthcare spending in China bodes well for meaningful future increases, as the
country’s per capita disposable income is projected to continue the upward trajectory on assumption of
persistent economic growth. Per capita healthcare spending in China rose to US$666 (roughly RMB4,800) in
2022, growing at a CAGR of about 11% during the 2010-2022 period, while per capita disposable income of
the Chinese was RMB36,883 (about US$5,120) in 2022, 2.36x the RMB15,632 for 2013. In contrast, in the
corresponding period, per capita healthcare expenditure in China only slightly more than doubled from
USS$329.8 in 2013. It suggests that healthcare spending growth has been lagging disposable income growth.
In 2022, China’s per capita healthcare spending was approximately 13% of that year’s per capita disposable
income in the nation.

Policy support is another key catalyst to fuel the booming life sciences industry in China. Favorable policies
include the Healthy China 2030 initiative, establishment of biopharmaceutical industrial parks across the
nation, the 14™" Five-Year Plan covering 2021 through 2025, and special circular on health improvement and
ongoing life sciences industry related reforms. Basically, these policies call for putting people’s health first by
promoting healthy life and work styles, emphasizing disease prevention, and encouraging technology
innovation.

Specifically, the Chinese government and National Medical Products Administration (“NMPA”) have rolled
out a slew of reforms to facilitate further development and upgrade the country’s life sciences industry as
well as nurturing the next-generation of global leaders in biotechnology and biopharmaceuticals.
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IMPORTANT DISCLOSURES

CONFLICT OF INTEREST DISCLOSURE

Cedrus Investments Ltd. (“Cedrus”) does and seeks to do business with companies covered in research reports
distributed by Cedrus, and Cedrus may or may not be an investor of the subject company and may have investment
banking relationship with the subject company. As a result, investors should be aware that the firm may have a conflict
of interest that could affect the objectivity of this report. Cedrus will identify such companies in the reports of the
companies covered. Therefore, investors should consider this report as only a single factor in making their investment
decision.

For additional information, please send an e-mail to information@cedrusinvestments.com

For private circulation only. This report is prepared by Cedrus and is for informational purposes only and is not intended to be, nor should it be construed
to be, an advertisement or an offer or a solicitation of an offer to buy or sell any securities. The information herein, or upon which opinions have been
based, has been obtained from sources believed to be reliable, but no representations, express or implied, or guarantees, can be made as to their
accuracy, timeliness or completeness. The information and opinions in this report are current as of the date of the report. We do not endeavor to
update any changes to the information and opinions in this report. Unless otherwise stated, all views expressed herein (including estimates or forecasts)
are solely those of our research department and subject to change without notice.

The information provided in this research report is not provided to and may not be used by any person or entity in any jurisdiction where the provision
or use thereof would be contrary to applicable laws, rules or regulations of any governmental authority or regulatory or self-regulatory organization
or clearing organization or where Cedrus is not authorized to provide such information.

This report does not take into account the specific investment objectives, financial situation, and the particular needs of any specific company that
may receive it. Before acting on any information in this report, readers should consider whether it is suitable for their own particular circumstances
and obtain professional advice related to their own investment needs and objectives. The value of securities mentioned in this report and income from
them may go up or down, and investors may realize losses on any investments. Past performance is not a guide to future performance. Future terms
are not guaranteed, and a loss of original capital may occur.

Neither the analysts responsible for this report nor any related household members are officers, directors, or advisory board members of any covered
company. No one at a covered company is on the Board of Directors of Cedrus or its affiliates. The compensation for the analysts who prepare reports
is determined exclusively by senior management. Analyst compensation is not based on investment banking revenues; however, compensation may
relate to the revenues of Cedrus as a whole, of which investment banking, sales and trading are a part.

Cedrus does engage in investment banking. Cedrus does trade securities on a principal basis; however, Cedrus’ research analysts are prohibited from
owning securities they cover through Research Reports.
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