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b The combined maepbf JDHealthliHealttand four leading offl =" o454 of Research
pharmactesreached 80% of the pharmacy valuation of Walgre ots and

CVS Heaho ¢ A N o @9 [ wUs & shatoifeUPatiich Ggsp Mdsig, 05 [ 4L
sector domination, drug O20 and lack of hierarchical diagnosig.asgall dnfiigiters

b o wUs N spcdessiplin isownpweyrahdsvosplioug s
sector will play a dominant role which is alreadyRxmlectiiarstate
within and aftehodltoringrackdowexternally. Profit margins on all
healthcare activities, with the ekrepative drugs, will be depressed

b We suggest investors to wait for better entry points. We iiitlaté JDHealth and
Tech with SELL and downgrade PAGD to HOLD and AliHealth to SELL.
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Chinads digital healt

b W ¢or¢fow/ N s0dr wUs noéEd [ u

b Online pharmacy valuations have greatly surpassed offlir
the split between online B2C, 020 and offline iniludeck(dte

b ydsaUs 1 wif w ¢r (YIDRi§hauld be valuec
system integrator insteaxdical big data compaumryview

Online pharmacy has too great expectations

Despite China having an outsized healthcare spending on dr
stillsold in hospitals. The transition to retail will h&ppeadue st
will both delay the process and depress ere pribe N

FINBJ{ONLT O E SWINS ©rsBpl sJ
The solution to hospitading will be increasing sagihvleituan
already a formidable player in drug O20 which we believe wi

nesfsomffoérr puywmoéLoft (¢l
only 20% of US yet the madfel@idpsalth and AliHealth have re

re ¢t wl E8 NN[ s dglobghhrmacybusipesses.i

Commercial insurance is beautiful but profit picture is moot

Chira achieved wiaddling life expectancy witibheatinig level
spendin@rofitability will not reach the level of USGmowitn
insurance plays a critical role in the profitability of US healthc.
believe in China public healthcare insurance will stay, expanc

PAGD has the best LT prospect:

A parent withetlargest commercial health insurance mark
successful subscrjptsimess mageln  yds3 aUs [ [ ¢
protect its margins as Reditegssales. But PAGD is still too exg

YIDU has noble aspirations that not yet matched with reality

We calculate the total public R&D spending on medical an
Rmb25bn a year. As an ¥halbidready captured 1.5% of it in

believ¥IDUtoday is more of a healthcare IT system integdaiic
platform. We believe its gross mdfifit isfrifl sustainahle long.r

Key financial of stock mentioned

REVENES NonlFRSop. profit NonlFRSNI

FYX®0 2@RIE 20K FReQ 2®RI1E 2K FY2@Q 2®IE 20X

2021 2022E 202E3 2021 2022E 2023E 2021 202E 2023H

JD Health 19,383 20,576 39,459 732 1229 1755 715 1335 1,590
Alibaba Heafth 15518 22,133 28,631 59 319 431 740 1020 1,154
Ping An Healthcar 6,866 8962 11,774 (674) (L966) (2,048) (498) (1,614) (1,786)
YIDUTech 867 981 1159 (309) (316) (346) (275) (307) (341)

SourceJDHealth, AliHealth, Pim¢dAalthcare, YIDU T&ItRI (2021/9/11)

Blue Lotus Research Institute

SELL
Top picks
Ticker Ratinc Targe
None - - -
SourceBLRI (2021/9/14)
What has changed
To Fro
JD Health SELL
YIDUTech SELI -
Ping An Healthcare HOLL BUY
Alibaba Health SELI HOLL

SourceBLRI (2021/9/14)

Stocks mentioned
BBG

Curr.Nexty
Name code Ratinc TP price PH
Ping An HC 1833 HHHOLD HK$5 HK$5:
Alibaba Healtt241 HK SELL HK$4. HK$1.

JD Health 6618 HI SELL HK$3I HK$7!
YIDUTech. 2158 HFSELL HK$1l HK$3.
MedLive 2192 HENA NA HK$3:
Waterdrop ~ WDH UtNA NA US$3.

Source: BLRBloomberg, (2021/9/10)

Price performance and volume data
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SourceBlmmberg, (2021/9/10)
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All prices are those current at the end of the previous trading session unless otherwise indicated. Pricesabesctanged fianReuters, Bloomberg and other \
Data is sourced frBlnomberdlue Lotus Capital Advisors Limitechgad sampani€donsensus forwastimates are used in analysss.d@rformance is not indicativ
future resultkvestors should consider this report as only a single factor in making their investment decision.
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Healthcare ecosystem has separation of recipients and payors

Summary of key

recommendations

We recommend to we
for better entry points
digital health stocks;

Platform profitability v
be contained by the
government, we
suggest investors to

l ook for ¥
provider s
irreplaceable value tc
the health wellbeing «
the Chinese people;

We recommend to loc
at companies that for
its own patierisctor
biopharma close loog
close loop of the
surrogates, in order ti
protect profit margins
the long run against
state itervention;

Chinese government
not make making mo
on healthcare, educa
and housing easy.

Summary of key

R

Pharma/Biotech/CRO
<Out hospita>: Rmb520bn
<In hospital>. Rmb&Biba
<Rx>: Rmb1, 35000
<OTC> Rmb278ba
<Health Supplement>
Rmb205n

¢ 1010
| 1010

W

Y
Hospitals
k- ] <Publc hooptals>. 119K 5 1mn beds 62mn
g3 healfcare prokasonaky
|35 <Prvals hospiak>. 235K. 2 0mn beds, 19mn
2|82 heatfcare prokasonaly
o L <Rural haakh stsbors>: 970K, 1 6 beds
{1,1- <Public healf raibbions> 144K, 0.3mn beds
E]
o
2 | 78 I
= {§!
12
S Doctors/Nurses ¥l
> +  34maregistered doctors -3
8 +  47maregstered nuses pid
é *  0.54mn fechricians 2
= = +  0.4Bmnpharmaasts =
a &
= ¢ 0.79mnnral doctors o
&
)
B
2
»—q 3
-l 8
8l = §s 15%
iz T

Medical device/Big data/CRO
<Medical device>: Rmb700bn

<8y data>: Rmb11bn
<CRO> RmbZ3ba

o <Drug sdes> 7%
+ <Cowerrenent fscal sppeopnaton>

+ <Corsulsfon, inpatent & surgery>
54

Insurance
<Natonal Health Insuranca
Scheme>: Rmb2 1in payout
<Commercial Health
Insuranoa>. Rmb292bn
payout

Payment
<Out of pocket> 45%
<Insurance>: 55%

v

Patients

Z30mn hospral
admissions/year

&

0ueNSU| YyesH euogeN

Consultation, inpatient,
pharmacy & surgery

Comparable business models of digital health enterprises, China vs. US

7.7bn physician visits/year

recommendations
b The_t lizati mfarke‘ Market cap  CY2020 rev. US equivalert Market cap 2020 rev.
capitalizations of on USs$on N US$ bn
pharmacies ha (USsbn) ( ) aimto-be ( ) (US$ bn)
reached 8x of the PAGD 1833 HK 84 107 KaiselPermanente/  Private/395/23  89/257/1.1
market cap of offli UHC (Optum)/ Teladc
pharmacies of 1 ajyealth 241HK 228 219 Walgreens/CVS 42/116 139269
similar revenues;
JDHealth 6618 HK 308 302 Walgreen€VsS 42/110 139269
SSRGS \odLivg ) 2192 HK 29 0.3 WebMD Privatized at 2.8 NA
are trading on par v
A-share valuations; MedBank ) PrelPO NA 0422 Hatiron Acquiredat 1.9 NA
b PAGD is trading bel Burning Rodibtech BNRUS 21 0.7 Foundation Medicine Acquired at 5.3 NA
its US comparat ( )
Teladoc in t f
raeiig o¢ 1 ferms o New Horizon Health 6606 HK 22 0.a1 Foundation Medicine Acquired at 5.3 NA
b MedLive helps doct ) . .
reearch likeYIDU But Y!DUTech 2158 HK 39 0123 Hatiron/Change Catal Acquired at 1.972 NA/
it has an operatip®fit - Goodwil ) PrelPO NA 0.83 Cerner/EPIC/Allscripts 23/Private/2.0 5.5NA/1.5
margin 0of~50%, vs . .
YIDGs (52 %) Wnning Health ) 300253 Ck 4.9 0354 Cerner/EPIC/Allscripts 23/Private/2.0 5.5/NA/1.E
B-Soft ( ) 300451 CF 1.9 0255 Cerner/EPIC/Allscripts 23/Private/2.0 5.5/NA/1.E
Yifeng ( ) 603939 CF 59 2.05 Walgreens/CVS 42/110 139269
DSL ( ) 603233 CF 54 228 Walgreens/CVS 42/110 139269
LBX ( ) 603883 CF 3.1 218 Walgreens/CVS 42/110 139269
YXT ( ) 002727 Ck 2.7 198 Walgreens/CVS 42/110 139269
*‘Due to CVSO6s im0l wiusgihtliyo rh ad ff /et CVyS6s revenue i s commer
Blue Lotus Research Institute 3
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Exhibit 1. China health care industry market size master table

2019 2020 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030H

Total healthcare expenditure (RMBt 6,520 7,231 7,994 8,793 9,673 10,620 11,629 12,676 13,792 14,964 16,236 17,616

YoYgrowth 10.3% 10.9% 10.6% 10.0% 10.0% 9.8% 9.5% 9.0% 8.8% 8.5% 85% 8.5%
Pharmaceuticgroduct (Rmb bn) 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030
In-hospital (OTC+RXx) 1,120 980 1,031 1,070 1,210 1,147 1,172 1,208 1,233 1,253 1,264 1,26
% ottotal 69% 65% 63% 60% 56% 53% 49% 46% 43% 40% 37% 349
YoYgrowth 5.2% (12.5% 52% 38% 3.7% 33% 22% 3.0% 20% 1.6% 09% -0.29
Outhospital 513 520 605 729 872 1,038 1,220 1,418 1,634 1,879 2,153 2,44
% of total 31% 35% 37% 41% 44% 48% 51.0% 54.0% 57.0% 60.0% 63.0% 66.09
Outhospital offline 467 436 466 517 575 627 676 715 742 759 762 76¢
% of total 29% 29% 28% 29% 29% 29% 28.3% 27.2% 259% 24.2% 22.3% 20.7¢

% ofouthospital channel 91% 84% 77% 71% 66% 60% 55.4% 50.4% 454% 40.4% 35.4% 31.49
YoYgrowth 6.4% (6.6% 7% 11% 11% 9% 78% 57% 38% 23% 04% 0.99
Outhospital020 7.10 1570 36.44 65.71 100.50 150.70 207.67 276.82 359.80 460.67 581.59 710.6
% of total 0.43% 1.05% 2.23% 3.65% 5.07% 6.90% 8.68% 10.54% 12.55% 14.71% 17.02% 19.15¢

% of ouhospital channel 1.38% 3.02% 6.02% 9.02% 11.52% 14.52% 17.02% 19.52% 22.02% 24.52% 27.02% 29.02¢
YoYgrowth 34.0% 121.1% 132.1% 80.3% 52.9% 50.0% 37.8% 33.3% 30.0% 28.0% 26.2% 22.2¢
Outhospital onlind2Csales 39 68 103 146 197 260 336 427 532 659 809 96¢
% of total 24% 45% 50% 6.0% 7.0% 8.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0¢

% ofouthospital channel 7.6% 13.1% 17.1% 20.1% 22.6% 251% 27.6% 30.1% 326% 351% 37.6% 39.6¢
YoYgrowth 30% 74% 52% 41% 35% 32% 29.3% 26.8% 248% 23.8% 22.7% 19.8¢
Total pharmaceutical prariu 1,633 1500 1,636 1,799 1,983 2,185 2,393 2,626 2,867 3,131 3,417 3,71
YoYgrowth 65% (B8.1% 9.1% 9.9% 102% 102% 95% 9.8% 9.2% 92% 9.1%  8.69
Online B2C+020 as total 28% 56% 85% 12% 15% 19% 23% 27% 31% 36% 41% 459

Vitamin, Dietary & Supplement

(Rmb bn) 2022E 2023E 2029E
In-hospital 18 1C 1C 1C 1C 9.4 8.: 6.t 3.¢ 2.C 1.1 0.
% of total 8% 4% 35% 30% 25% 20% 15% 10% 05% 03% 0.1% 0.19
Outhospital 205 240 276 323 385 454 531 616 708 805 906 101
% oftotal 92.0% 96.0% 96.5% 97.0% 97.5% 98.0% 985% 99.0% 99.5% 99.8% 99.9% 99.9¢9
Outhospital offline 121 120 116 116 115 111 100 83 56 40 36 3(
% of total 54% 48% 40% 35% 29% 24% 19% 13% 8% 5% 4% 3%
% of outhospital channel 59% 50% 42% 36% 30% 24% 19% 13% 8% 5% 4% 3%
YoYgrowth 199 (€LZ] 0% 199 49 99 (18% (32% (28% (0% (16%
Outhospitalo20 1 3 9 17 27 41 62 87 107 130 155 18:¢
% of total 06% 11% 3.0% 50% 69% 89% 114% 14.0% 150% 16.1% 17.1% 18.19
% ofouthospital channel 1% 1% 3% 5% 7% 9% 12% 14% 15% 16% 17% 18%
YoYgrowth 99% 223% 92% 66% 51% 49% 41% 23% 21% 20% 18y
Outhospital onlind82C 82 118 152 191 242 302 369 446 545 635 715 791
% of total 37% 47% 53.0% 57.2% 614% 651% 684% 71.7% 76.6% 787% 788% 78.89
% of outhospital channel 40% 49% 55% 59% 63% 66% 69% 72% 77% 79% 79% 799
YoYgrowth 43% 29% 26% 27% 25% 22% 21% 22% 17% 13% 119
TotalVDS 223 250 286 333 395 463 539 622 712 807 907  1,01(
YoYgrowth 18% 12% 14% 16% 18% 17% 16% 15% 14% 13% 12% 119
OnlindB2G-02Cas total 38% 48% 56% 62% 68% 74% 80% 86% 92% 95% 96% 979

Continued next page

See the last page of the report falisclpeuiss
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2029E

2019 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2030H

Online ConsultatiofkRmb bn)

Online consultation 9.0 22 35 52 75 100 125 150 173 190 204 214
YoYgrowth 80.0% 144.4% 59.1% 48.6% 442% 333% 25.0% 20.0% 15.0% 10.0% 7.5% 5.0%
MedicalConsultation Vame 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030
Outpatien{ ) 8.7 7.7 8.1 8.5 9.2 9.7 10.3 10.8 11.4 11.9 125 13.
YoYgrowth 5% 12% 5% 6% 8% 6% 6% 4% 5% 5% 5% 5%
% of total 91% 85% 81% 7% 74% 71% 69% 67% 66% 65% 65% 649
Inpatien( ) 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.5 0.5 0.5 0.6 0.¢
% of total 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3% 3Y%
Online consthtion 0.57 1.09 1.60 2.22 2.86 3.57 4.19 4.82 5.33 5.86 6.31 6.7t
% of total 6% 12% 16% 20% 23% 26% 28% 30% 31% 32% 33% 339
Total 9.58 9.08 9.99 11.09 1242 1372 1495 16.08 1720 1832 1942 20.4
YoY growth 6.4% (5.3% 10.0% 11.0% 12.0% 10.5% 9.0% 7.5% 7.0% 6.5% 6.0% 5.59

Health and wellness (Rmb bn) 2019 2020 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030H

Healthcare servicds ) 4543 4335 4820 5,403 6,072 6,812 7,595 8,490 9,439 10,503 11,676 12,922
% of total 55.9% 56.1% 56.5% 56.8% 57.2% 57.4% 57.7% 57.9% 582% 58.4% 587% 58.9%
Drugs (Rx+OTC) 1,633 1500 1,636 1,799 1,983 2,185 2,393 2,626 2,867 3,131 3,417 3,710
% of total 20.1% 19.4% 192% 189% 18.7% 184% 182% 17.9% 17.7% 174% 17.2% 16.9%
Vitamin, Dietary & Supp. (VDS) 223 250 286 333 395 463 539 622 712 807 907 1,010
% of total 27% 32% 3.4% 35% 3.7% 3.9% 41% 42% 44% 45% 4.6% 4.6%
Medical equipment 797 754 845 951 1,060 1,122 1,186 1,262 1,333 1,414 1,501 1,589
%of total 98% 98% 9.9% 100% 99% 94% 9.0% 86% 82% 79% 75% 7.2%
Consumer healthcate ) 756 734 820 903 983 1,068 1,202 1,356 1,521 1,708 1,916 2,139
% of total 93% 95% 96% 95% 93% 9.0% 91% 93% 94% 95% 9.6% 9.8%
Healthcare infrastructure 180 152 130 121 140 216 256 303 356 417 486 563
% of total 2.2% 2.0% 1.5% 1.3% 1.3% 1.8% 1.9% 2.1% 2.2% 2.3% 2.4% 2.6%
Totd 8,132 7,725 8,537 9,510 10,622 11,865 13,170 14,659 16,227 17,980 19,903 21,934
YoYgrowth 114% (.0% 105% 11.4% 11.7% 11.7% 11.0% 113% 10.7% 10.8% 10.7% 10.2%

SourceBLRIFrost & Sullivan, N§2G21/9/10)

Exhibit2. Chi nads phar maceut i cal Exhibit3. Chinad s -hospitaldrug sales by channel

(Rmb bn) 2019 2020 2021E 2022E 2023E 2024H (Rmb bn) 2019 2020 2021E 2022E 2023E 2024H
Inthospital (OTC+RXx) 1,120 980 1,031 1,070 1,110 1,147 Rx 294 283 355 445 550 670
% total 69% 65% 63% 60% 56% 53% Offline 270 235 273 316 358 403
Outhospital (OTC+Rx) 513 520 605 729 872 1,038 020 15 3.9 11 32 62 95
% total 31% 35% 37% 41% 44% 48% Online B2C 22 44 70 97 130 172
Offline pharmacy 467 436 472 524 584 637 OTC 219 237 251 284 323 367
YoY growth 6.4% (6.6%) 81% 11% 11% 9%  Offline 197 201 198 208 226 235
% ouhospital 91% 84% 78% T72% 67% 61% 020 5.6 12 25 34 39 55
020 Pharmacy 7.1 16 36 66 100 151 Online B2C 17 24 27 42 58 78
YoY Growth 34% 121% 132% 80% 53% 50% VDS 205 233 268 313 373 440
% ouhospital 14% 3.0% 6.0% 9% 12% 15% Offline 121 120 122 124 125 123
Online B2C pharmacy 39 68 97 139 188 250 020 1.3 2.7 8.4 16 27 40
YoY growth 30% 74% 43% 43% 35% 33% Online B2C 82 110 137 173 221 276
% ouhospital 7.6% 13% 16% 19% 22% 24% Total ouhospital 718 753 873 1,042 1,245 1,478
Total 1,633 1,500 1,636 1,799 1,983 2,185 Offline 8% T® 68 62% 5B 51%
YoY growth 6.5% (8.1%) 9.1% 10% 10% 10% 020 1.2 2% 5B 7.%% 10% 13%
Online B2C 1P 28 2™ 306 3N 3%

SourceNHC, BRI(2021%/13) SourceNHSA, MOHRS$,RB(20219/6)

See the last page of the report falisclpeuiss

Blue Lotus Research Institute 5



i itk
@ LE LOTUS BLEU

e

Healthcare|Health Information Systems | SELL Sector Repo

Exhibit 4. Chinese doctors by experience, total=3.2mn Exhibit 5. No. of doctors on platforms, Shanghai
) . Good
Chief and t . .
C‘ﬁie?r;h;;zﬁ;:ae Shanghai PAGD JDHealth AliHealth WeDoctor Doctor
Staff physici
8.3% v Total Nof 1,029 1372 987 5654 12552
) doctors
Mooy Effectivélo. of 1,012 842 702 5917 10954
9.0% doctos
Effective ratio 98%  61% 71%  93% 87%
Chiefand ~ 60%  50% 3% 62% 52%
associate chie
Staff 35%  41% 51% 33% 35%
Residentand 5.2% 9.2% 4.1% 5.3 14%
- others
Speciatsts and Total 100% 100%  100%  100% 100%
63%
SourceNHCBLR(20219/13) SourcePAGD, JDHealth, AliHealth, WeDoctor, GoodRIE202 B/6).

Effective means No. of consultation>0. After removing duplications

Exhibit 6. Distribution of consultation frequency, Shanghai  Exhibit 7. Key matrices of Internet healthcare platform

Consultation JDHealth  AliHealth WeDoctor Good Doctor JD Ali We Good
requency C1Q21 PAGD Health Health Doctor Docto
0 39% 29% 7.3% 13% MAU (mn) 9.84 041 2.08 0.81 1.07
110 31% 30% 20% 18% DAU (mn) 1.05 0.03 0.20 0.08 0.098
13100 17% 25% 31% 24% Time spefmo.(mn min’ 262.3 8.6 229 17.1 27.8
10%1,000 8.2% 14% 3% 28% Time spehisef day 8.24 845 3.91 6.86 9.32
100110,000 4.2% 2.6% 7.3% 15% (min)
10001+ 1.0% 0.0% 0.2% 1.4% No. doctors (K) 23 110 60 120* 820
Total 100.0% 100.0% 100% 100.0% Consultatidir.(mn) 330 37 66 18 NA
No. of doctors 1,372 087 5,654 12,552 Consultatiddoctoday 39 0.91 3.00 041 NA
Revenue (Rmbmn) 1565 1,172 284 1,832 NA
SourcelDHealth, AliHealth, WeDoctor, Good BIdRi{@021%/13). PAGD data is SourceQuestmobile, PAGD, JDHealth, AliHealth, WeDoctor, GBbRD
not available (20219/6) *available for online appointments
Exhibit 8. Net increase in doctors and nurses (imQhina Exhibit 9. Medical consultation comparison
Net increase (mn) uUs China HK
0.40 Consultation per ygan) 901 7,740 25
0.35 Population (mn) 330 1,445 7.4
030 Consultatiqer capéa 273 5.35 340
By:
0.25 General/famihealth station ~ 23% 48% 23%
0.20 Specialists bospitals 7% 56% 1%
015 Pediatrics ) 16% 5.0% NA
0.10 Internal medicife ) 9.2% 13% NA
005 Obstetrics ) 8.3% 4.5% NA
000 Dermatolody ) 5.6% NA NA
005 2004 2005 2006 2007 20082009 20102011 2012 2013 2014 2015 2016 2017 20182019 2020 Orthopedic ) 3.4% 5.9% NA
m Qualified Doctors ® Registered Nurses = Pharmacist ~ ® Medical Technologist Psychiatry ) 3.4% NA NA
All others 31% 18% NA
SourceNHC, BRI(20219/13) SourceNHC, CDC, DHHK, HKHA, Blue Lotus/6)021/

See the last page of the report falisclpeuiss
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Exhibit 10.Healthcare expenditure as GDP, global compari:  Exhibit 11.Current healthcare ex@DP vs. life expectanc

30% - Life Expetancy
m Current health expenditure (% of GDP) 90
u R2 =0.1019
25% ¢ 85 L Singapore ¢ Japan
ChinaPR % 3 german
20% | 19% 80 | 4 >0‘ ‘ y
18% 1794 !
16% Russi
15% 5 = _l s
13% 129 1296 1% 11% 11% ol
10% | | i
5.4% | 65 w 2% 00 e
5% | - - Marshall Islands
60 | LR IR IR T N
| o Qo
0% Heoe e = T C = 55
T & & § u« T & § 2 g ¢ K -
E ) % _%' g © £ § 3 % 1 E | 0 Lesotho centranfrica Sierrd_eone
= = o a9 = o © T T T T T T T T T |
5::) % ;-7’3 %‘n & © % | £ | 0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%
g > S = I © | Current health expenditure (% of GDP)
SourceWHO, BRI(20218/21). Current healthcare exql. investments SourceWHO, BRI(20218/21). Current healthcare exql. investments
Exhibit 12.NHC scientific spending breakdown Exhibit 13.MOST spending on fundamental research
NHC scientific Fundamental
research spending As totaI_NHC research spending As % of total )
spending (Rmb bn) MOST spendi
100 1 5.0% 50 - - 100%
9.0 4.5%
8.0 4.0% 40 80%
7.0 3.5%
6.0 3.0% 30 60%
5.0 2.5%
) 20 40%
4.0 2.0%
3.0 1.5% 10 20%
2.0 1.0%
1.0 0.5% - r 0%
B 0.0% 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

2013 2014 2015 2016 2017 2018 2018 2020 2021E

mmm Key scientific projects (LHS)
mmm Fundamental science (LHS)
Fundamental research and key projects as total (RHS)

mmm Scientifica research spending (EHS)As % of total expenditure (RHS)

Source: NHCLRI(2021/6/13) Source: MOSTLBI(2021/6/6)

Exhibit 14.NSFC medical and life science research funding  Exhibit 15. Total healthcare spending and breakdown

NSFC funding

As total NSFC Health spending Health spen
(Rmb bn) funding (Rmb bn) breakdow
r )0,
12.00 - Y 7,000.00 700
6,000.00 F 609
10.00
r 20% 5,000.00 - 500
8.00 4,000.00 - ol |
- 15%
3,000.00 | —~ 300
6.00 |
L 10% 2,000.00 | I 200
4.00 1,000.00 | I I | I l I 109
auhill
2.00 - 5% 000 Liasvu iy =ssaapaiinnl o%
1978 1983 1988 1993 1998 2003 2008 2013 2018
mmm Gov't fiscal(LHS) mmm Social insurance (LHS)ms Individual (LHS)
- T T T 0% —Gov't fiscal % (RHS) ——Social insurance % (RHS)-Individual % (RHS)
2017 2018 2019 2020
mmm | jfe science (LHS) = Medical (LHS)
Life science as total (RHS)  ——Medical as total (RHS)
Source: NSFC, Blue Lotus @@3}/ Source: NHC, Blue Lotus (208.) . Go v Bbcldnatioral t

insurance

Exhibit16.Chi nads five state Rx [ Exhibit17.Sales marketing cost and employees

Blue Lotus Research Institute 7
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i1st  2nd 3rd 4th 5th DSL Yiferg YXT LBX JDHealth AliHealth
Start time Sept., Mar., 19 Jan., 202( Jan., 2021 Jun., 2021 C ) C )

18 Sales kt.aslP 26% 26% 22% 22% 6.8% 9.5%
No. of drugs 31 25 56 45 62 G&A asotal 47% 41% 41% 4.7% 1.9% 2.6%
Dosegbn) 164 155 20 6.81 5.49 No. of ikt.staff 27,219 24,621 25,959 21,985 295 ~150
Coverage 1 25 Al Al Al No. of totataff 32,337 28,655 30,129 27,212 2,099 1,033

cities provinces provinces provinces provinces | VKt staff as total 84% 86% 86% 81% 14% ~15% | |
Ersl)tlmated velve (G R A e 28 <48 No. of stores 5,705 5356 7,205 4.892 500 0

Source: SMPAA, Blue Lotus (2021/9/8). *Estimation based on bidding cap, real\ Source: AliHealth, JDHealth, PAGD, Meituan, DSL, Yifeng, YXT, LBX, B
lower (2021/9/9)Affiliated

See the last page of the report falisclpeuiss
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Financial Summary o JD Health International Inc.

Fiscal year ends 31-Dec.
Exhibit 18.Incomestatement

(Rmbmn) FY2020 FY2021 FY2022
Revenues 19,38 29,57 39,45
- Product 16,77 25,11 33,45
- Service 2,60 4,31 6,00!
Cost of revenues (14,46! (22,02: (29,18¢
Gross profit 491 7,55 10,27
Gross margin 25.49 25.59 26.00
- Fulfilment expenses (2,99t (2,94« (3,82¢
- Selling and marketing exper (1,43t (2,36 (3,158
- Research and development (608 (907 (1,26:
expenses

- General and administrative (527 (1,31¢ (474
expenses

Of which: shabased (380 (1,20¢ (297
compensation

Operating profit / (loss), IFRS 35: 2¢ 1,55
Operating marginFRS 1.89 0.19 3.99
Operating profit / (loss);IR®S 73: 1,22 1,75!
Operating margin, #BRS 3.89 4.29 4.49
Finance income 14¢ 35¢ 30(
Finance costs @3 2 a
Profit/(loss) before income ta: (17,07: 36¢ 1,85
Income tax expense (163 (248 (465
Profit/(loss) for the year/perio (17,23t 11¢ 1,39
EPS per basic and diluted sh (7.81 0.0« 0.4!

SourcelD Health, Blue Lotus (2021/9/10)

Exhibit 19.Balance sheet
FY2020 FY2021 FY2022

Cash and cash equivalents 32,27 31,51 35,69
Restricted cash 3¢ 3¢ 3¢
Prepayments and other recer 55t 1,75: 1,32
Trade and bills receivables 7t 8¢ 15:
Inventories 1,73 2,72 3,02
Total current asset 42,70 42,64 46,75
Property and equipment 1€ BE 51
Intangible assets 2¢ 4C 58
Investments in joint ventures 60¢ 60¢ 60¢
Total nogurrent assets 1,29 1,42 1,58
Total assets 43,99 44,07 48,34
Trade payable 2,901 2,19 4,55
Accrued expenses 1,29 2,21 2,44
Contract liabilities 17¢ 22 31
Total current liabilities 4,68 4,66/ 7,33
Convertible preferred shares - - -
Totakquity 39,25 39,35 40,94
Total liabilities & shareholder 43,99 44,07 48,34

Company Description

JD Health is the largest online healthcare platfoavenu
It is a wholly owned subsidiary df-JD%@mline pharm
contributed ~100% of its revenues with the ratio o
platform GMV beingt~N2. N s [ ¢ 1 GW\Markeish
in China onlifexcl. O2CRx (Prescriptis@)T Ovethe
countetyDS (Vitardietarpupplementarkeio be-48% il
2021.

Industry View

+ N N1 nonlifie peamniaqy (@hlise B2C+020) pi
Prescriptid®®)( OTC aiMiDSnarkets to grow from1299/&r
48% in 2020 to 39%, 64% and 97%, Ye&peabtvelsrket
of these three growing from Rmb46, 37 and 120bn in ;
583 and 979bn in 2030.

Exhibit 20.Cash flow statement
FY2020 FY2021 FY2022

Profit/(loss) for the year/period (17,23t 11¢ 1,39
Adjustments for:

Income tax expense 16: 24¢ 46¢
Sharebased payments expenses 38( 1,201 197
Depreciation and amortization 21 7z 12:
Finance income (149 (356 (300
Changes in working capital: 2,91 (1,95¢ 2,74
Net cash flows generated freed (n;

operating activities 3,69 (545 4,46.
Purchases of property and equipn (16 (24 (31
Purchases of intangible assets (22 (33 (45
Payments for rigtiuse assets (5 (154 (205
Net cash flows used in investing

activities (7,84: (211 (281
Net cash (used in)/ generated fron

financing activities 32,02 2

Net (decrease)/increase in cash a

cash equivalents 27,88 (758 4,18
Balance b/f 4,96! 32,27 31,51
Balance c/f 32,27 31,51 35,69

SourcelD Health, Blue Lotus (2021/9/10)

Blue Lotus Research Institute

SourceJD Health, Blue Lotus (2021/9/10)
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Financial Summary o Alibaba Health Information Technology

Ltd.

Fiscal yearends 31-Mar.
Exhibit 21.Incomestatement

(Rmb mn) Fy2021 FY2022 FY202

Net revenues 15,51 22,13 28,63
Pharmaceutical direct busin 13,21 19,16 2491
Pharma.-eomm. platform 1,96! 2,58 3,28
Medical and healthcare svs 28¢ 31 34+

Digital infrastructure 5: 6< 9¢

AlibabaHealth(AliHealth) s 9 @ ¢ rounlifies healtht
platform by GMV. It is a wholly owned subsidiary of

(69%)nline pharmacy contributed ~100% of its re\

g‘r’j;;fprri}’if”“es o Qs (2242C " ratio of direct sales to platform GMg Beimgorhpany

Gross margin 2330 22 40 2179 formerly known as CITIC 21CN, reXiateadtag Ooe

Fulfilment expenses (1,61¢ (2,25¢ (2,80t 2014We estima#hs- N W G¥\Gnlrket share in China

Sale and marketing expens (1,222 (1,49¢ (1,82« :

s A (204 (443 (573 (excl. O2@x+OTEDSnarket toHe in 2021.

Product development exper (424 (443 (573

Sharebased compensation (397 (443 (573

Operating margin, IFRS 0.49 1.49 1.59 IndUStry View -

Operating profit (loss);IFRS 45¢ 76: 1,00 ¢ N Nl 1 ND j' 9 ® q) [ yUs red q) [

Operating margin, #iBRS 2.99 3.49 3.59 0, 0

Profit before tax . o are  R% OTC akdSnarkets to grow _from 3.9 %, 12% and

Income tax expense (59 (109 (220 1o 39%, 64% and 97%, respectively. With the market

Loss for the period, IFRS 34 61¢ 65¢  growing from Rmb46, 37 and 120bn in 2020 t8 Bm

NonrlFRS loss per share 0.0¢ 0.0¢ 0.0¢ 979bn in 2030

SourceAliHealth, BLRI (2021/9/10) nin '

Exhibit 22.Balance sheet Exhibit 23. Cash flow statement

(Rmb mn) FY2021 FY2022 FY202 38 (Rmb mn) FY2021 FY2022 FY202

Cash and cash equivalents 11,63 13,01 14,50 Loss before tax 40! (949 (2,80¢

Restricted cash 11 11 11 Depreciation 6 17( 11«

Prepayments, other receivab 77( 1,07 1,35, Sharebased compensation 39 44 B

and other assets

Trade and bills receivables 31 44 567 Adjustments for balance shee 29t 64 (30

Inventories 1,46! 1,99 2,46. Cash generated from/(used it 87¢ 1,12 1,31
operations

Total current asset 14,20 16,59 19,00 Net cash flows generated 97¢ 1,32 1,44
from/(used in) operating activ

Property and equipment 1z 1¢ 3C Purchases of items of proper a7 (25 32
equipment

Investments in associates 2,17 2,14 2,121 Capital injection in associates (276 -

Financial assets at fair value 98¢ 92¢ 87:  Capital injection in a joint ven - -

through profit or loss ("FVPL"

Total assets 17,73 20,04 22,37  Net cash flows used in invest (4,961 51 4t
activities

Trade and bills payables 2,55 3,32 3,95' Issue of new shares 8,91 -

Other payables and accruals 58¢ 75¢ 88¢ Net cash flows generated froi 8,92 -
financing activities

Contract liabilities 197 27: 34¢  Balance b/f 2,59! 11,63 13,01

Total current liabilities 3,40 4,42 5,26/ Balance c/f 11,63 13,01 14,50

TOTAL LIAIBILITIES 3,45! 73( 97:

Total liabilities 2,71 2,70 3,59

Total liabilities & shareholder 17,73 20,04 22,37

equity

SourceAliHealth, BLER1021/9/10) SourceAliHealth, BLRI (2021/9/10)

Blue Lotus Research Institute
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Financial Summary o Ping An Healthcare and Technology

Company Ltd.

Fiscal yearends 31-Dec
Exhibit 24.Incomestatement

(Rmb mn) FY202(C FY2021 FY2022
Total revenue 6,86! 8,96. 11,77
Medical services 1,56! 2,11 3,18
Consumer healthcare 1,38: 1,90: 2,54.
Health mall 3,71 4,70: 5,75
Health management and welln 20¢ 23¢ 29¢
interaction

Cost of sales (5,00z (6,662 (8,601
Gross profit 1,86 2,30. 3,17
Gross margin 27.29 25.79 27.09
Selling and marketing expense (1,581 (2,44 (2,94
Administratiexpenses (1,017 (1,92¢ (2,39¢
Other income 20t 23t 20(
Other gains/(losses} (385 91 0
Sharebased payments (65 (103 (118
Operating los§&RS (919 (1,92¢ (1,96¢
Operating margin, IFRS (13.4% (21.5% (16.7¥
Operating loss, ABIRS (674 (1,96¢ (2,04¢
Operating margin, #iBRS (9.8% (21.9% (17.4y
Finance income/(coats) 10(¢ 15: 10(
Share of losses of associates « (122 (29 (29
joint ventures

Profit before tax (941 (1,79t (1,88¢

Income tax expense 7 14 (29

Company Description

Ping ABNW|{ [ ®apwysN WwWrn NDP®
internet healthcare platform in terms of average |
average online consula628, 17%, 59% and 24% o
came from online medical consultation, Rx+OTC+V
business. In 2020, PAGD provided 330mn medica
online, most by its 2;Rdidse doctors and Al robots. W

ydseaUs rr4odrN T NNONWL T
2020.

Industry View

$ N N1 noplife medicdl candulgation market tc
Rmb22brGiV i2020 ®mB14n in 2030. Consultation
will grow from 1.09bn in 2026rian 203®&ith penetra
growing from 12% in 2020 to 33% We2e3pdciokin
revenue per d@tgn to grow from Rmb20 in 2020 tc

Profit/loss for the period, IFRS (949 (1,80¢ (2,90« 2030

EPS, notFRSBasic and dilutec (0.48 (.43 (1.5C :

(RMB)

SourcePAGD, BLRI (2021/9/10)

Exhibit 25.Balance sheet Exhibit 26. Cash flow statement

(Rmb mn) FY202C FY2021 FY2022 FY202C FY2021 FY2022

Cash and cash equivalents 7,92 6,52 5,06 Loss for the year (949 (1,80¢ (1,90¢

Financial assets at fair value 3,56 3,561 3,56! Depreciation and amortization 17( 11« 14!

Prepayments and other receivi 43¢ 57: 75t Share option expenses 6E 10: 11¢

Contract assets 10: 13: 17t Changes in assets and liabilities: (631 34¢ 31:

Trade receivables 1,05 1,38 1,81! Net cash flows from/(useapiejating (1,102 (1,37¢€ (1,412

Inventories 16( 20¢ 27t Payments f@PEand intangible ass (73 (120 (157

Total current asset 15,25 14,40 13,65 Proceeds from sales of financial & 5,62 0 0

Goodwill 97( 97( 97( Payments for financial assets (7,174 0 0

Property, plant and equipment 16¢ 18: 20! Net cash flows used in investing (2,491 (121 (158

Investments in associates 38: 36: 34« Net cash flows generated from fin 6,92 10¢ 10¢

Investments in joint ventures 6< 6< 6< NET INCREASE IN CASH AND C 3,32 (1,391 (1,46t
EQUIVALENTS

Prepayments and other receivi 7i 7i 7i Balance b/f 4,96! 7,921 6,52!

TOTAL ASSETS 18,56 17,70 16,96 Balance c/f 7,921 6,52! 5,06

Trade and other payables 1,86 2,48 3,20:

Contract liabilities 73( 972 1,25!

Total current liabilities 2,66: 3,55 4,58

Trade and other payables 1,86: 2,48 3,20

Lease liabilities 73( 97: 1,25!

Total nogurrent liabilities 3¢ 3¢ 3¢

TOTAL LIABILITIES 2,70 3,59 4,62

Total equity 15,83 14,08 12,31

TOTAL LIABILITIES, AND 18,56 17,70 16,96

SHAREHOLDERS' EQUITY

SourcePAGD, BLR2021/9/10) SourcePAGD, BLRI (2021/9/10)

Blue Lotus Research Institute



@ LE LOTUS BLEU

Financial Summary o YIDU Tech

Fiscal yearends 31-Mar.
Exhibit 27.Incomestatement

R T
Revenue from contract with 86" 98! 1,15 Co pany DEsCriptio

customers _ Founded in 2¥1@UTech develops a suite of datalawner

S :)fgflﬁs and senvices (5342('], (63169 (7% solutions for the healthcare industry. In FY2021, 46%

Gross margin 37.8¢ 36.99 35.4¢  from selling big data platform to hospitals and regul

el Slg bl S 5 (S (272 providing digital CRO service to biopharmas and 29¢

Administrative expenses (310 (316 (333 ialt l dical ltati

Research and development exj (222 (246 (285 PECIally onlineé medical consultations

Net impairment loss (16 (18 (21

Other income 3C 27 2¢

Share basezbmpensation (135 (135 (135 IndUStry View

:_Fosgfrom otperations_, IFRS (554?5’5 (4;461; (45-4106 { N N 1 1 Nppblic meedicdl @and lI]fg science R&D !
operating margin 3% .0% 1y . .

Loss from operations. IS (300 (316 (34¢ increase from R 20Rmb45.1bn in 2030. We

NonrIFRS operating margin (35.6 (32.3% 2992 9@drwyUs L1 deN snodN[ pdigita PR

Finance income 1 0 C " ‘Al ¢

Finance costs @ 0 ¢ RWE and dlgltgl commercialization) to grow from Rr

Fair value change of convertibli (3,24¢ 0 ¢ to Rmb59.3bn in 2030.

preferred shares

Loss before tax (3,69: (441 (476

Income tax credit a 0 C

Loss for the year, IFRS (3,69t (441 (476

Loss per share, ABRS (0.54 (0.6C (0.6€

SourceYIDYBLRI (2021/9/10)

Exhibit 28.Balance sheet Exhibit 29. Cash flow statement

(Rmb mn) Fy202 Fy202 FY203 (Rmb mn) Fy202 FY202 FY203

Cash and cash equivalents 74( 98¢ 1,15  Loss before income tax (3,69:¢ (441 (476

Trade receivables 36¢ 41« 48¢  Depreciation and amortization 3€ 2¢ 31

Inventories 3z 3¢ 4. Sharebased compensation 13t 13t 13t

CURRENT ASSETS 5,15 5,46 5,74.  Fair value changeCsf 3,241 C 0

PPE 2¢ 8¢ 14:  Change in working capital (79 3z (6

Intangible assets 3¢ 4z 4t Net CASH (USED IN)/GENER (331 (211 (280
FROM OPERATING ACTIVIT

Deferred tax assets 1 (0] 0 Payments for investments in v 0 C 0
management products

TOTAIASSETS 5,25 5,62 5,96 Payments for property, plant a (14 (20 (23
equipment

Trade and other payables 177 20 24t Proceeds from wealth manage (3,86¢ C 0
products

Salary and welfare payables 18 21 25¢  NET CASH USEDINVESTING (3,87 (24 27
ACTIVITIES

CURRENT LIABILITIES 41! 45t 54.  Net proceeds from issuance o 3,81l C 0
ordinary shares relating to the
public offering

NONCURRENT LIABILITIES 8: 9( 9( NET CASH GENERATED FR! 4,25! 48: 48:
FINANCINBCTIVITIES

CAPITAL AND RESERVES 4,73 4,33 3,92! NET INCREASE IN CASH AN € 24¢ 17:
CASH EQUIVALENTS

TOTAL EQUITY AND LIABLITII 5,25 5,62 5,96 CASH AND CASH EQUIVALE 72( T74( 98¢
BEGINNING OF YEAR
CASH ANDASH EQUIVALEN 74( 98¢ 1,15
END OF YEAR

SourceYIDUYBLRI (2021/9/10) SourceYIDUYBLRI (2021/9/10)

Blue Lotus Research Institute 12
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What can we learn from education regulation ?

In 2020, thtter school tutoring §&&t@)a roiled by the storm of regulation. In our view,

it has become apparent that in areas critical to the cost of Iivingv\@hhmﬂasdzlcgmé/ﬁllrp& t operate in the
the existence of excessive, easy or permanent profitability. We believe ;SHeh. §9e@$?§9§a1190
healthcaiebelieve only compah@san direct contribute to the Hesilly weheys on enlarging the su
Chinese people will see their businessgurketcés timstend, we believe that pregGri@on reshuffling i
drug gross margin of online pharmacies, medical-aiasoftatiosultdéon platfasenssrutinized.

as well as profit margin of healthcare infrastructure digitalization, will all come under pressure in
due tim Besides looking for uniqueness and differentiation, investors should also look for private
funding channels, SOE umbrellas and bundled pricingsoim aveicegatators.

Healthcare, so far, is different from after school tutoring

Howevetomparing to the after school tutQhig)sdatdr is nearly 100% private Statee@yned Enterprise (
healthcare institutions today are still predominantly pubAS Fuhtiudr enistkeagrabrella means operatine
derivative of theclmodeachir{tSTand often perceived as poodintéve one, mo§esfor that is dominantly |

the private Healte institutionstilie the primary healthcare provision busines§2®fe g regidat
persistehSTeriticisms is that it lures taldSEaindichieves success on the decay S1YST

tfpe ysrmy Ny ¢s Wivatg hofpitzts dubigus hegigaksn ¢ 1 oN W/l [ op ws
such as cosmetic sargsoyfaellowed to openatieadequate disclosuteutidl

advertising

But longerm profit margin for platform business will not be high

We believe Chinese governtoderiangll or eneavard, companies who address the supply

demand imbalance problem but will notsedéarate opanies that bring tangible value

to enhance the welfare of the people, such as innovative drugs and medical devices, will be awarded
profivindowafvarious lengths. Companies that merely shift wealth from one pocket to another

will béargelgeniegrofippportunities. To this end we believe:

b The profit margin and take rate of online pharmacy will diminighisweitl tirte N mel ¢ N1 N
be executed through the pricepcestripiitn drigsand less so oftethe  2verage take rate betwee

counte®T Gdrugand/itamiDietarpupplemeMB §; ;2 elfngfdr;ggﬁgzgeﬂgftrat

b The take rate of online consultationmelizever tim& e [ N n o3 ¢ RURAIN3LRAE referral o (
medical service revenue of Rmb707mn in 2020 by the 18mn of gonaulti_lﬂ8 S oafwork in
booking fee of Rmb39/consultation, which represents one third to one &R hh%%rﬁ'ﬁe typical
hospital registration fee)(of RmEE plus diagnosis fee )(of Rmb1300,
depending on seniority of the doctor. We believe such takausadénsbdéedfly no
we have to venture a guess, we believe government will not allow online consultation take
rate to exceed®3¥@D, with its internal doctor term and Al robots providing consultation,
however, might see its revenue per consoltatida resgigiration fee and diagnosis
fee

b Servingublihospitainaynot be a good busitdésese hospitals as a whole loses
money andesn fiscal appropriation from the goveewkerdin2019, fiscal

See the last page of the report for important disclosures
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appropriatmontributed to 8.7% of revenue of the public hospitals and 33% of the revenue
of public health staBonsce: NH8uch revenues carry with them regulation scrutiny
as a given.

Private, direct, subscription and cost saving are alternatives
This alsmplies that

b Focusing on private daaaipield motatderofis Unfortunately, private se€@nisercial health insure
W srwi4 sNpfre o1 9sob6r wyUs onNwy [cnpaysgavarte aain s n
ownership are two characteristics that we will awhrd dypieatibealth&gaith insurance, a rever:
scenario, patientseavicbuyers whilectbrs, drug makers and medical %WW in the US
makers aerviceellers. But these parties have surrogates. THepatierdagase of
the insurer, and the surrthgaiectafiis hospital. Commaereatinsurance is an
important surrogatepafitht which dominates the healthcare indy&xyitoithe US
30. But in China commercial health insurance was less than a quarter the size of the national
health insurance (Exhibit 3R)d 3 @ U s Aninsyrance, had they largest market
shar in commercial health insure2isd ¢EBiBI).

b Direct model might be more sustainable than platforbotinqaedrmacy and
consultation, we believe the government wants to see companies directly engaging in
providing the service whilg teauask of resource coordination to the government

b Subscription might be a better way to monetize thaBéemssetiealthcare @jits, doctors and dru
not have diremsumptisalyment relationship, and government plays its Sré HEftect buyers
often, we believe companies who can bundle their services into a sub? ﬁr%rs E Ege?gé%dg?]

SsrJ1 N JoON noéeednf g ]lserom;pamesmt)l%?Fbalea erEer‘Bl
"

transactional business model might see their potential topped out quic grrexpec

Exhibit 30. Relationships and market sizes of healthcare value chain

Hospitals Insurance
<National Health Insurancs
&> R

<Publc hosptabs>, 119K 5 tmn bads 6 2mn

§%f2°

Pharmaﬂ!mochICRO
o

< imiercs
\rwv no2>. Rmb292bn
]yEJI

.
Patients

*  7.7bn physician visits/year
*  230mn hospital
admissions/yeer

4 s
*  0.79mnnral doctors

Consultation, inpatient,
pharmacy & surgery
—S <D 2% >_< ‘
) = <C inpatent & wrgeny>

d Endsoy

v
euLey

1010

W (1]

Medical device/Big data/CRO
*+  <Medial device>: Rmb7006n

CRO> I"n‘bl}tr\

SourceBlue Lotus (2021/6/13)
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Commercial insurance () is the next nexus of competition

Because of the reason aforemeftshiesd, comméeadtimsuraniea very important
frontier for investors because to sonewatktfreepipfit scrutiny of the government.
However, after examining the sector we found the etkganstibapabeeot very
conservative. Innovative business Méatelslrdijpas denied the license We019.
believe part of the reason was the severe lack of ingir@haeesadenssamaders.

nd i nsured
wr n
N1
(

A virtuous interaction between i nsurer

a
It 2020, 9sodrwUs (wfoérrwl oNwWl[ @ 6drsfB
paid out only Rmba ktlaimdess than 1/3 @b [ yUs oN W [-feer e N
INBAN[ ] WEN re 95¢rwyUs eoNW| [ ®pPWBN NI N
underestimated the spending on nurses, whichofpostgtare Chifibe true
comparable figure togEdeountries like US, with nursing cost covered, has even greater gap.

From 2015 to 2020, premiumfunderwrimt 9 @¢ [ wyUs nrrr N ed yuUsoNwyfl @ ¢
of 28%YExhibB). Pindninsuran(@10318 CH/2318 HK/PNGAY ¢i®iN&)ded tltesurance is very profitab
largest share @596, followed by ChingsQif628 CH/2628 HK/LAGRYSCL most of the top five are st
(601336 CH/1336 HKTHIR(966 HK/CTIHY US aNRPICE3E9 HK/PPCCY (Pgned, which we believe

NR) But still commercial healthcare insurance c88étinfiteationlyl health insufAEw!e of SOE umbreliz

in premiums aA8d in paymeftizhibit 32)espite thtee surplus of commercial health

insurance is 138% of that of national hedithidndusaryceeems to be more interested in

skimming profit than matching with its puibhicthpeexcéption of ARinall top

commercial health insurers are stated owned.

Exhibit 31. Premium and markehare of commercial health Exhibit 32. Growth of commercial health insurance vs.

insurance in China national health insurance
Market share Premium (Rm (Rmb bn) 2018 2019 2020 2021E 2022E 2023H
100% - EMg00 Commeial health 370 472 525 658 790 940

90% | 1 800 insurance surplus

80% 2 700 Premiums 545 707 817 1,025 1,230 1,463
70% r 1 600 Payment (174) (235) (292) (366) (440) (523)
60% 1 1 500 National health 356 339 381 412 444 47T
50% - 1 400 insurance surplus
;‘gi I 1 200 Premiums 2138 2,334 2485 2,683 2,891 3,108
200/: I 1 200 Payment (1,782) (1,995) (2,103) (2,271) (2,447) (2,631)
10% | 1 100 Commeial/National 1.04 1.39 138 160 1.78 1.97
0% 0 Premiums 25% 30% 33% 38% 43% 47%
2015 2016 2017 2018 2019 2020 ] Payment 10% 12% 14% 16% 18% 20%
== PING'AN ( ) =mmChinaLife ( ) NCL( V) = TAIPING (G~
mmP|ICC(G) C0thers @===Premium (RHS)

SourceRingAn, China Life, NCL, Taiping, PICC, Blue Lotus (2021/6/13) SourceNHSACBIRCBIue Lotus (2021/8/6).

Apreneérae [r odefses, prrrNsBnpédw| N Usepnss Chingsgrégslayr n N
premium of commercial esg@eribit 33). The weight of health insurance hageheuileigig Insurance.

each yeaithicommercial insurim2820 s oo wyUs o sIBWr NN TBEN[T O[T BNL
(s 4.5% re 9edr yUs USH2F2%d GOMExhitdande [ r [ N I i o ¢
Japanese figBel®bf GDRChina is underpenetrated in insuraleBrias\eew so, the

entry barriertos [ s W NN WBEN SNN[T [ E]JT @OPE® sr [ oON [ 1] )
believe this phenomenon stems from the risk averseness of the Chinese regulators in their approach
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to insurance. If we count SOE commercial insurer as puldiertimenChaese g
monopoly in the business of insurance to see it pabhsesiEyreatoutme.

Exhibit 33. Comnercial insurance market share China Exhibit 34. Commercial insurance market share, US

Market share Premium (Rmb b Market share Premium (US$ b
100% 3,000

100% r 5,000
)

90% -

- 4,000 80% [ | 35% 36% 36% 37% 37% 2,500

80%
70% -

- 3,000 60% |

2,000

1,500

1,000

500
0% T T T T 0

mmm | jfe insurance === Property insurance 2015 2016 2017 2018 2019
=== Health insurance Accident insurance
Total commercial insurance premium (RHS)
SourceChina Banking and Insurance RegGlatomyission (CBIRC), Blue Lott  SourceNAIC, Blue Lotus (2021/8/6).
(2021/6/13)

60% [

50%

40% 2,000

40% -

30%
20% r 1,000

20% -

0% +o 10%

2015 2016 2017 2018 2019 2020

=== Property & accidental insuremmeéife insuranees Health insuranwem Others - Premium (RHS)

Coverage content of national health insurance varies greatly from city to city

The biggest reason whgedb@opkeds commercial health insurance is because the national
healthcare insurance scheme is balanced on a city |ledaahdvwdrigioonedtresido not

have very good coserage

Based on our observation, the differences of local véesaditisi o uratnmeahre:

b Residential statdsst cities are classified by urbaesiddniimbbtaBus some,
like Shenzhen has three classes of national $etadtméStasandeas the highest
contribution and broadest covergeesgpieal for people with Sheribhen
registrationHoukow@and certain talents the city government wants to attract;

b DeductibleBifferent cities have different deductible schedules for diff&@dtt %@Bﬁ%@w is-ami
usually vary by the class (I, Il and 111) of the hospital and for different CIW% ﬁhﬁfs ﬁ'a}‘n par

ment overn
as outpatient ( ), inpatient () andritical illness (). Class Il hospltalst companies mtgrmlxe

to have higher deductibles because they are usually the most expensiVge healtlsimance busines

b CopaymenDifferent cities have different copayment schedules for different hospitals and
for different clinical purpopaynt@matio for critical illness also varies greatly from
city to city;

Annual captost cities have different annual cap of metmheipansssble;
Designated hospNst cities have designated hospitals for certain classes of coverages;

Length of time in schdios: cities have diffeq@atroent, annual cap and deductible
schedules for insurance recipients with different length of time in the scheme. Shanghai, for
example, has different coverage for firstfystyeasdhemparticipants;

b Coverage of illne$EISA (National Health Security Administration) maintains three
national health insurance cataloy®f(consultadidaciliesand draghe drug
catalog contains only ~2,500 drugs (ClassoalardB9f the drugs approved by
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yeyd (o9o¢rwyUs ead). J[odbpo rNwyrs 98% re nef cEs
eNnoépwyL ysrnfnfs dnr ¢ ¢ dpatiopfidathrpaifferice ofhachd W W
insuran@eheme Among thisa®, ~1900k6s B) requirepayment, with ¢@alth insurance scheme
payment level varies from city to city. Many consultationscheckmtingHeealibn and Shanghai
oversea medical trips, nurses, vaccination, infertility, dergestyy actolomegtieds the age profile an

body parts and advanced diagnostic techniques (PETCT/CT), as welB&Frmeansefitlitegitiien
perform the above serviuatsindteverage; of the two cities.

b Coverage of critical illn@dsss.cities pay for critical illnesses only for items on the

NHSAyyBriNn puwf wire, J[odbpe rNwyrs rwrt (NINS]S
includemhd has to pay out of pocket

b Post retirement cove@dierent city has different policy foo reflextstheir
municipal obligations.

Exhibit 3and @explain the difference of national health insurance schemes in Shanghai and
Shenzhdine policy in Shanghai makes the distinction between urban worker and rural residents,
aswellasemploygdver B N[ ¢ BNNS, BNOJNN[ O[E [ O®N N1 NBSO[
Shenzhen, however, made no suchedistangtiong [ ¢ € [ oN nodf t Us BNsONN[ [ ¢
immigrantseTiiggest distinction of coverage in Shenzhen isdbe hbdfitdatscBoth

Shanghai and Shenzhen make a distinction in the length of time in the scheme and the income level

of the recipient.

Exhibit 35. Summary of national health insurance, Shanghe Exhibit 36. Summary of national health insurance, Shenz

Urban worker Ruralresident| Class | Class Il Class Il

Age <44 >45 Retiree 4 age groups BaselinéRmbyr) Higher of salary Social Social
BaselinéRmbyr) Social eerage salary 155430 NA & 60% social EVEIELE aVElEgS
e avg. salary salary salary
Employezontribution 10.5% Employerontribution 5.2% 0.6% 0.45%
Individualontribution 2.0% Paid for by ~ Rmb155 | d'p'dyaj b 2' @/0 0'2; 610/0
¢ ndividualontribution . . !
Freelancerontributio 11.5% gove BEU Hospital choice ° An ° Desi r?ated
| | |
Outpatierteductible 1,50@ime 300700 300500yr. pra _ Y _ d
(Rmb) time Outpatient deductifitenb) 100300/time
Outpatient quay 3550% 2540% 1030% 20509%  Outpatient quay 1040%
Inpatient deductible 1,50@time 700 50300time ~ Outpatient registration fer  Selfpay Rmb1,000
(Rmb) 1,20@time Inpatient deductitfemb) 1,50@ime 7001,20@time
Inpatient copay 15200 820% 1040% Inpatiertted fee (Rmb/da’ 60 38
Critical illness copay 3540% Annual deductible (K Rir 1201,670
SourceShanghai HSA, Blue Lotus (2021/6/13) SourceShenzhen HSBlue Lotus (2021/6/6)

The Chinese version of Medicare Advantage caught fire but had to scale

down

AsExhibiB2s or [ s, 9o¢r wyUs nrrr NBNOwWL @N Webelieve thaf ogef timay n
comparing to the developed countries. In the USthcmsumancielsuepldsovas s f 81 1 f s 4 N1 |

its premitim 202(Bource: NAI€omparingli®n JapdBource: SE)lBd 64% incommercial health insura
China. We believphbisomeras to do with the relatively sholitéiseryarrier ad@ll come down.
regulatocpnservati§imce 2016, there has been various effort at achieving greater penetration

through lower premiums. So far, only the national health insurance scheme has been a raging
success.
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Effort 1: Huimin Insurgnce )focuses on priEke latest try was an insurance product
called theommoners Beneficence Jrmukdmoain InsurghtteminbpoA Huimin
Insurance is organized by the local government and bid for by t@mdearwél insurers.
Huiminbao is to use the credibility of government to market the product, but to rely on the incentives
and experiences of the commerciapesate @it maintain.
First launched through the collaboratidin bfsttiagce and Shenzhen Municipal ht fire i )
Government as a supplement insurance for critical iIIneslsaagre\md@nﬁufméf‘.“mmmafug tfire in 20:

" . : : ... ltisthe C ineg eciuwale
cities by 2019. Yet in 2020 it caught fire and now has more than 128 varietigs %{ere n ? itres

. . : . etcare’Advantage Im the

as of July 2@4h{bi#7), amorgtotal of 663 cities in Chindddusomity has very 10W .+ 1 iminbao only show
premium (RmB6QFear) and disclosure reqirsmaéintzerbit is only payable af]tﬁftential. Its size is very
exhausting the benefits of national health insurance and other conwe®rcial health insura

schemes

The penetration of Huiminbao has been very rapid over a short time. According to Huize, total
Huiminbao policy holders was 23mn in August, after an early crackdown by CBIRC. Local news
put the accumulative Hupoindyaloolders at 4Ghavarage annual premium at Rmb125.

Taking average annual premium of Romb2poIRY holders only means an annual

premium stream of R{GIEAMBB, ord85 6 1 % re s od[r wyUs nrrrNsnodwy @NWY
Apparently, Huiminbao only showsiiket@otebtibinsurers must think twice how to

monetiz€eople bought Huiminbao foatithiegelow price and apparent value for money.

As time goeseport shoviisiminbdas besiggpricén many cities

Exhibit37.Hu i mi nbao ( C eficeme)rcides 0 s Exhibit 38.Premium size of sheidrm health insurance

No. of Huiminba: VANl Premium (Rmb bn) As commerici
—— 250 health, ,,,
Nationwide 1 0 ‘
Guangdongdiangsu, Zhenjiar 58 39 200 | 1 109
Shandong (>10)

Sichuan, Anhui, Hunan, Fujii 31 20 5l
(510)
Henan, Jiangxi, Liaoning, He 29 24 100}
Beijing, Hainan, Guangxi, Hi
Guizhou (8) 50 b
Chongging, Gansu, 9 9
Heilongjiang, JilNingxia, 0
Shanghai, Shanxi, Tianjin, 2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
Yunnargl) mmm ST health insurance premiums (Rrb-bAS commerical health insurance (RHS

Total 128 92
SourceBlue Lotus (2021/6/13) Sourcei Resear ch, ZBuehow$@021/6/6ns ur anc

1 8%

1 6%

1 4%

1 2%

0%

Effort 2Million Rmb Health Plays with duratiBeforeHuiminbao, another hot sgdligg Huiminbao, short
commercial health insuranceggdoct s [ [ NB[T ON W/ [ @ ¢ Hedtf insutahcp ddught fr e |
aNW. [ @ yJ. Milior Rrab Plan means its payment can reach milliongahbeepréqrtiivp of the

is only in the few hurdyedsiowver, the durations of such plan are renewalfleBm&sCiR)deglth insura

and the longest automatigezitgvaix years. Commercial insurers can termiﬁ%?ék%verage

at any time wheipagkent ration is unfavorable. Short term health insuraece also has strict pr

condition disclosure requirements. According to iReseareteypréedlim iossinance

reached Rmb34.5bn in 2019, or 4.9% of the market for commercial health insurance, up 103% YoY
(Exhibit8g Blicy holders reached 90mn. Average premium was Rmb540 per year.
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In January 2021, CBIRC published a decree to #eguidiedttle sisortance market. In

this decrée n ), CBIRC

stipulatiethat short term commdthiadeance cannot mislead consumers on duration and
renewability of their products. It also required commercial insurers to disclose their insurance loss
ratio (annual payment over preceianyear.

Effort 3internet otual aid bor@ebn the line of a Ponzi sdBefore: short term hesdtheimbursement rolling
insurance and Huiminbao, Internet mutual aid caught the imagination of Gfitie8kodmssigareits. The
eaibst pioneer of mutual aid scheme is a cancer assistance community"eaffEy drRedstlOareed

Commune (), established in 2011. Waterdrop Mutual ystiied operation"i‘n\"""“'e of redemptions.
G WB N ®, 2 0 1 6bao ( d 1 )¢staned)in UREhexded¢dedulPOmn mark in

accumulative participants before winding/scaling down theirabpeeateansest 8021

the governmevaterdrop Mutual Aid transitioned to selling other insuresgpeoducts and has
become a public company (WDH US, NR)

The idea of mutual aid is a membership program with monthly dues. Members with critical illness
can get help from the merf@spilipgSimilar to Huiminbao and Million Rmb Plan, mutual

aid programs typically started with very low premiomestBstiaaingao roll in, they

must also raise premium levelsuprMutsal nwys N, ¢ [ oNMagywceEr ¢ f NN r 8
members feel cheated and redeemed.

According to Waterdrop, management fee revenue from its mutual aid andTtveeaifunating dusness
amounted to Rmb143mn at its peak in 2019. The take rate EEmwasc@b by sitiabao, Million RMB «
means the premium collectedipp\iitelyin the neighborhood of Rmb1.79bMUiUg e schemes is the
0.25% of the commercial health insurance markéad\aihgtMartoarket participarftd@ Pnougiumoney t
the premium market share of mutual aid pchgramsdiesy0.5% of the rarkBgY for claims.

such amall contribution of premiums but for such a big social issue caused by a failed Ponzi
scheme, no wonder the government took the action.

Huiminbao, Million Rmb and mutual aid schemescateladirgribatt egese the awareness
of commercial h@adtirance &vmerage citiz&es their common problem is that all are
marketing gimmieks theremium raised cannot cover medical claims.

Difficulty to get surrogates to pay will be a salient problem

AsExhibi80Oshows, the buyers and sellers ofsbpattizgane [ehdfonsfinens aibe buyers and sellers of
producers. Patients, doctoighanchas each function through a surrogatehgaitiigavenze atedland
interactingtlveach other, which are insurers, lii3pitaismadies. Regulators rétilaged by surrogates, -
the surrogates. Because surrogates dettrenbestihterisstiofotiteonthey hav&1akes the commercial
strong incentives to control costs. This means for producers of healthc5FRIQIRNIACATRYEREL
surrogates to pay will be a difficult task. Further, surrogates have a strong incentive to insource.

Judged fromr survey of théR@ecompanies)atization seems to be a common issue for
healthcare producers that cater their service tDitheuiyrtogatestize is a common
problem.
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b MedLive (2192 HK, NB)od [ wUsi M Bgnefos nr nf r s 5NYng guptanedgevenyy ¢ r
I - rofit has (l;)ehallengln% in
N} ¢s[ Nsg3 ¢ 1§ Uprupt Mnnessr r w( n )HW@XYﬁ{eanﬁcare NTUg"9 T N
( ).According to its filing, whilags58% of Qbiryaiciansthan MAU more
than 1lmMedLive only generated Rmb213mn botReabt08m:n in operating
profit in 2Q2Browth requires expansion to new businesses which will hurt profitability;

b MedBank ) Uspecialist doctors g@ised in 204N nd wr 1 mf o4 w nrnfr B
group around the speciality of cancer treatment. It is the biggest Site Management
Organization (SMO) for cancer clinical trials as well as the largest distributor of the latest
some unapprovadcer drugs. Itsmoith 42K doctors in 1.1K hospitals with 44
insurance companies serving 10K members. Yet in 2020 s9lk&nef ftemevenues
drug sales with alow grossrarggnof8 [ s s Nyl ¢psphayfngs y NSSNS [ r nr
and patients amountég Rinix218mn in aaapewonly 25% Y ¢&rxhibit 40)

LikeYIDY MedBank participated in 11 Huiminbao programsmatiforvide
broaden its monetjzation

b LinkDoc ( )Uspecialist doctor groaspitg o | o r n Us  hig daqtdiBfth MegBani ancsLigkl o 1
platformstill relies on drug sales as its main revera@®8p8icé akitenueStarted as big data comp:
came from selling cancer drugs, with the remaining 19%from SMO an@?ﬁ%ﬁﬁﬁﬁgﬁﬁﬂgp
to MedBafikxhibit 4QjnkDoc only has 9mn longitudinal ramitﬁ.éandstraclgggf ’

) N 2 ity they both monetize
patients, making it far ssmafiidtdbgs ;p 4 wWo r selling special cancer dru

b YIDUCloud2158 HKNRUEHREMRdata mineYIDUclairadto access 1.3bn
longitudinal health records over 300mn patient¥ lBYiterately data from
Hectronic Health Record dB#iRlectronic Medical RecordydEdmRy like
Goodwill ( ), Winnirtdealth (300253 CH, NR) and Haitgito perfor :
data analysishospitdispharmas and regattomice tag of Fmindper ye%?rhe DIGEEHR/EMR

. . . . ompany only generated
which is the only exception to our hypothesis that serving healthcare SluiQgatesais g tovgn:

business a year. Yet data miner us

: - - , HR/EMfRp generat
b Goodwil ( )Us@¢r wls edp@okaweEngr o r%evgrfuestrgeiﬂgmﬁ{)i)g?m{ L
biggest EHR systenpany with 19% markdoBoaed by Winning Health (3 year.
) and Haitai atl2% eac¥et according to its prospectus, Goodwill generated
Rmb440mn in revenues in 2019, of which BHRR/EBeadwill, Winning and
Haitai aralsovertical ER®I (system integrator) vendors for hospitals, with hardware,
software and service revenues bundled in one;

b Infervision (  )UMedical imagingMédical imagdiag betre realm@®S Al imaging companies ca

(GE Health, Philips and SiemensNikahNC#non and Fujifilm), who haQ)?%‘d high becaus

) ! i I

Al as supplements to their equipmestarsgigikedrterys and CureMatrix ﬁ%ﬁaﬂfglts eir customers, t

work with GR® generate sales. For 2020, Infervision generated a %ﬁenué

Rmb27.7:gkxhibit 40)he company was founded in 2016 with a focus on lung and heart
diagnogisxhibit 39)

b AirDoc ( )WMedical imagingAitDoc was founded in 2015 with a focus on diabetics
diagnosis. For ZleDpc generated a revenue of only Rmb47.6mn;

toforovide then
of only
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b KEYA Medical ( )UMedical imagingk YA was founded in 2018 with a focus
on heart diagnosis. For 2020, KEYA generatedyrre@éaiErhibit 40)

IsYIDUICIl oud Chinads Fl atiron?

YIDUs an outlier, if not exception, to our thesis that serving the surrogates has no money to make
YIDUdoes not rely on drug sales like MedBank and LinkDoc. Nor do it rely on hardware and

st sJ NI ¢ [ N esBagpaprs ke WinpingHeSui@d@451 €, BIR). d

EHR/EMR is at early stage and unreliable

Too f 5 frnNssfwyrnér & 9o wUHREMR §hareigsiR/EMR inplempneiqf ¢ r |
across hospitals has been at early stage. The same patient might hare besiviciesleraingsduigfito «
departments and at the pharmacy. He/she may also have activities in diffeftibidspigadn ReBokiing

[r y=29Us EORBSystentpicatigf leevelGrading Managemehtethod>

(n n ), Class Il hospitals must achievspitaia

information sharing (Level 4) and Class Il must achieve critical department interconnection (Level

3), by 2020, which is equivalent to reaching Stage 2 ElRmpj@ngiiasenon

care coardiion and patient information exchange, acddeditiy tofdhmation

Technology for Economic and Clinical Health (fPTUBGH Act)

Exhibit 39. Medical imaging Al companies and their specialt Exhibit 40.Fnancials of medical big data + Al companie:

Lung Cardinal Optic Ossature Neck Gland (Rmb mn) Company 2018 2019 2020

Infervision P P P Revenue 133 1,039 2,700
AirDoc LP Gross Profit ~ MedBank 10 82 187
KEYA P = P Op. loss (184) 272) (375)
Deepwise LP P P P P Revenue 82 444 790
( + ) Gross Profit YIbU 41 111 282
Shukun p LP p Op. loss (387) (556) (489)
( ) Revenue ' NA 499 942
O P = P = = Gross profit ~ LinkDoc NA 67 77
Op. loss NA (399) (245)
( ) Revenue 83 122 214
PingAnPasmart P P P P Gross Profit ~ MedLive 50 77 156
( ) Op. profit 16 37 105
Biomind P e P Revenue NA 30 48
( ) Gross Profit ~ Infervi®n NA 16 29
HYHY P P Op. loss NA (46) (52)
( ) Revenue NA 6.6 28
Mistel Lp Gross Profit ~ ArDoc NA 5.0 23
( ) Operating loss NA (172) (263)
SourceBlue Lotus (2021/6/13jType 3 medical device license (highest), P= SourceMedBank/IDU LinkDoc, MedLive, Infervision, As®totus
(2021/6/6)

taNN Wl N
W [ oNBNOrsBN Ns[ o5 wf N I(DUUNer@'II'ta“Z@CmQh%]thregoidgai jital, 2@
0

e digita
mostverecross departmiemt were cross haspdtaver fewer can share exter X <s ho 'zgire ’

incorporate wbnical dat@ur channel che_ck also suggested that only very few, Q%B'ﬁ%ﬁrgﬁ’d{ ven
achieved the levels of five an alyogeaubtgr n (Exhpidd 6 ¢ N W[ O r fower can share externall

EHR data usually needs tresteamidgefore becoming usebtesifferent doctdp$orporate ftinical data.
and hospitakedifferent nomenclatures, formats anenhmbitsHR data is not
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considered highqealitf,  nwf ¢r eNnONOr N, [JoON [rvinUs | wys EN
to have only 500K+ patient sampSquraféed-oundation Medircig@l7, in a
cooperatiithNational Cancer InstituteHd@bation Medicre @llCwithagene
sequence datafmerel¥8K adult cancer padping NCI growing its database 2x.

R&D spending by the public sector has a small budget size

Theffere, there are two possible answers to the YliBsfioalitvitiyetize wheréPWs ouws n { wt
others find it hard to- outsourcing cost suggest
an effective seller of thinc

D YIDUworksvith, or leads its customers to believe thaiBttiR(BEMIEata to
generateedicalsighis more valuable than gathering BRIRAEVIREEIf, or,

D YIDUoday is a sales charsalldtzavariety of preoolticeshospjtagulatoasd
biopharmistheir effort to digitafee notice tHEDW s 8 NLU N[ [ NS nr pr ] worg
undiscded portion of hardware. In FY2021, hardware and software constituted ~1/3 of

YDWs nrsf re BNIN[[INSs, [O0J]® wrrfJ oNB Rf WBJ NS
Exhibit41.N ne | evel s of Chinads hospital EHF

Levelin China Equivalenstagesin US Information use Overall goal

0 Do not use computer Less than 3 departments use comg

1 Single PC Doctor dictation, checkup, inpatient
Stage 1 usemususe computers

2 Cross department information shi Doctor dictation, checkup, inpatient

usemustse networked computers |
do not interconnect

3 Getting information internally and Doctor dictation, checkup, inpatient
externally usemusthave interconnection
4 Stage 2 Alldepartments achieve informati All patierelated flow of information
sharing digitized and sharable. Hospital
pharmacy drug wssointerconnected
5 Can provide clinical best practice Digital information can standardize.
unified drug use databases. Support decision making, hospital
management and clinical research
6 Closed loop medical data Digital information system sspport
Stage 3 management. All business can re auxiliarfjunctionsuch as surgery anc
store angrocess information blood transfusid@mtire hospital share
knowledge base.
7 Sharing information with external Actively management entire hospit:
parties. process. Ablegbare information witl
patients
8 Integrate neslinical information ~ Able to compare with other hospita

the area and mark for improvement
SourceNHC, CMS, Blue Lotus (2020/8/25)

The fundamental research spending on innovative drug and treatment di¥¢eveligiEtlearlyianeehe

riseBut tl size is still very small, at around Rmb25bn a year. in enabling cutting edge
healthcare research in Ct

b NHCspending on healthesmearcis flattishNHCspent RG#n in scientif@ut today its business lik
research in 2020 p6rof its total spenditigb232bn, flat from Rmb6.09bncong0ida lot of channel
Among this Rmb6.14bn, Rmivh80from fiscal appropnidliothe remainiedjing.

Ahr ml. 5mr esr [ Yyreseattls hospitais, Nspefiality aimicg, wraining ¢ [
facilities, elfxhib#2shows the scientific research spending iy 88#@ibution
to the NHC budgetharebeen flattish in recent years
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b Local government spending on healthcare researctilijro2ahe, i3eangdbhlyia accelerated goverr

government ¢ual an initiative to buildezlgéngsearch hospitals. The pIéHp'ﬁ%{ undamental
searc 17 throu
Peak Ascend Plan ( ), planned to spend Rmb6bn over three years ﬂv é project

public hospitals to national eHar@pit®, the numiseciibspitals was raised to
30 anithe total spending was raised tddrounmderstanding, other provinces also
have similar projects but none reached the magnitudelnf2GLANNYHD GENER)
NDRGaunched an initiative to collaborate with provinces to buddlt@@provincial h

hubsodiagnose amedtlifficult and complicated illnesses ( ). By 2@1
113 hospitals were selected tottheepenyeatesearch fundings and equipment budgets
(3)In June 2021, State Council stipulated <The Rsimiog faioddigh Quality

Development of Public Hogpitals> ( n ) which
reasserts the role of public hospitals in taking the quality of healthcare to the next level;

b Ministry of Science and Technology (MOST) spending on fundangnialiss&a tional ke
accelerated and continued to addghsateownbrhib#3 MOST spendingQR.arch projects are def
fundamental resgairodd momentum sharpl$hirod@th The creation of key pHQige#s1/3 ofS¥FC funding
such as 973, 863 and SIHRR@RArevestimat@0o of these key projentsyoes to life science and
healthcare reldtadslating to an annual budgéslnf @mlbAder the conteiéaithcare related fields
USChina stioff, Chinese government stepped up spending on furildamental research.

2021, MOST hiked budget for basic research, commercializing scientific research and
research infrastructure by 65%, 49% and 116¥8)VE3Béctilsaymanages the

National N@tuScience Foundation (NSFC) HuddetgfTR&FC oredicaind

lifesciereeN sNwWysnpo® wrrfrfNn [ hrmll.4dmpr, J1/ 3 re
2020The split between medical and life science was roudayhisitgs in 2020

Exhibit 42.NHCscientificspending breakdown Exhibit 43.MOST spending on fundamental research
NHC scientific Fundamental
research spending As totaI_NHC research spending As % of total _
spending (Rmb bn) MOST spendi
100 4 5.0% 50 - - 100%

9.0 r
80
70 r
6.0
50 r
4.0
3.0 r
20 r
10 r

1 45%
4 4.0% 40 |
4 3.5%
1 3.0% 30 r
4 2.5%
4 2.0%
1 1.5% 10 |
4 1.0%
4 0.5% -
0.0% 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

mmm Key scientific projects (LHS)
mmm Fundamental science (LHS)
Fundamental research and key projects as total (RHS)

- 80%
- 60%
20 r - 40%

- 20%

FO%

2013 2014 2015 2016 2017 2018 2018 2020 2021E

mmm Scientifica research spending (EHS)As % of total expenditure (RHS)

SourceNHCBIue Lotus (2021/6/13) SourceMOSTBlue Lotus (2021/6/6)

Therefore, as a whole, the amount of government dispensed healthcare relatéesierd®y @veoumted
to the neighborhood of-Rfbb26year, consisting of (1) NHC budget spendingitsbiggeaddinssable marl
(2) Local government spending of ~Rmb5bn, (3) MOST Butlg@tspk(t)iiNsefavas ~1.5% in 2020.
funding Rmb1MIBUJ s e ¢ s n(enging MaraNenuer ®ig data platfafms

RmBOn represeritBoof the public R&D spending on medical andhfarscience

enabler of the fundamental research, we aotwidehilis. rati
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Is it big? We believe it has room to expand but at this stage represents fair risk reward ratio for
investors, which also Yibakkely need to invest aggressively to build entry barriers in the

near future. We b&fi®ldbenefits framad ( wyUs [ rnNedr N nwf w 1861 wypt
patients and uses its big data advantage to drive the sales of a variety of digitalization projects which

IN MNLONUN 7wt ) mN Jrfuldt méE nwlfw ér rwff
fundmental research is rising across the board, with medical and life science taking no exceptions.

Exhibit 44.NSFC medical and life science research funding Exhibit 45. Total healthcare spending and breakdown

N R b Health spendi Health spendin
As total NSF(C pending o
(Rmb bn) funding (Rmb bn) breakdown

12.00 ¢ 250 7,000.00 70%

6,000.00 - 60%

10.00 | - 20% 500000 | 50%

8.00 r 4,000.00 - 40%
F 15%
3,000.00 - 30%

| 100 2000.00 - 20%
1,000.00 | IIIIIl 10%
- 5% 000 e paaatl 0%

.00
1978 1983 1988 1993 1998 2003 2008 2013 2018
mmm Gov't fiscal(LHS) mmm Social insurance (LHS) Individual (LHS)

6.00

4.00

2.00

2017 T 2018 T 2019 T 2020 0% ——Gov't fiscal % (RHS) =——Social insurance % (RHSYIndividual % (RHS)
mmm | jfe science (LHS) = Medical (LHS)
Life science as total (RHS)  ——Medical as total (RHS)
SourceNSFGBlue Lotus (2021/6/13) SourceNHG Blud_otus (2021/6/6) Gov 6t =di rect fi s

AsExhibi5shows, governithgnt spénginy ap healthcare has been growing aGa\@AGRMdfspending

16% from 12TA8Hnlylppt below the total spending on @ealtticarpast 30 yeétgdamental medical rese
JodpsN mrfo aryNsrrN[rfUs nosnNpf ( olpsOpenon ine risethaiy n g
insurance)rspig have dippediost a dechadeh returned to their 1980 levels inBR#Y dfcal incomes in
percentage of total, wdniatiribute to the healthy fiscal condition of the Chmeé’@ﬂévernment.

We can foresdrist growth in fundamental R&D spending lgditigefonagnitude is

likely to deviate materially from what we see today.

YIDUb s 1 s s pendiamgegneral purpbsedc-tatiros

Outside of China there are two famous examples of medical Ini@0a8 Rppheations.

acquired oncology big data companies Flatiron Health and Foundation Medicine for US$1.9bn and
US$5.3bn, respectively. Both acquisitions took watmeritraaceatdhe new \jegical big data in US
kindof bidargeting cancer drugs require genoracchoafdsghe drug with thecdgbéntrates in cancer
biotargef, ®¢ p® 1wl Ns w ne ol ¢n uGenomcpdata tasefpeagmsnt. ¢ (1 WS 6 N
becomes an aseetbitargétg drugs are ladsoglevelopedntinuougtyany of which

® W1 N [ tHeFDAappghlerepgquingconstapatient, doctor, biopinéenaatisn

to tailor the treatment for each canCieeeaiiefur a big data and process management

platform thus risen.

Based on our understétatingn Healthbasicallg cancer speé&fti?-EMRand
Foundation Medicbesisally cancer specific genetic testinghsgreame exist because
the [gecial circumstances existedancantirug development, which &gteed a
compromise of patient datdBptisacgessfully carved out a nicperegEiHBEMR
companies like EPIC/Cerner/Allscripts and generic geke B&ir{gGe8vie€3H, NR)
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and lllumina (ILMN US,INRhingeneric cancer screening compBamesgiRogk 4 privacy is a future ri
Biotech (BNR US, NR) and New Horizon Health (6606 HK, NR)lgmdopipgimilar

Foundation MediBimeinstead of selling big datyetitsell specialty drugs to make a

living.

Business model WiB&l) s md¢ & n wfisigimijay taifladrontoyt thefosogerates s

in very different markets. Like due to data securitgpssisgeohfieids like cancer

treatment does medical big data insight is allowed to commear@dliZ thetddabh

Insurance Portability and Accoun(abileyypat d) 1996 wl 1 rfs né¢snqyrsfsnN r
information only toappmp | s [ ¢ Ns, [ ®N sr pwi I NN YNrUNBNNM NJ
YnNriyNBNN N[{JOJONSP orpnLfnN oNWl[ @®pWEN T Br1 ONN
employees. Approved purposes include necessity for the flow of hea#tffoare service as well
1Iimiéen érfNNsfs. tN MNIONIN Jowl Jowrls [r [ o
healthcare system, to roll out something similar to HIPAA is not difficult. Yet at this point there has

been no equivalent of HIPAAlUMG&ima conteXtDlLhas been successful in persuading

the hospitals to share EHR/EMR data for research purposes.

Specialty drug + commercial insurance by mers inansona

but data insight and market share are critical

boroqswe [r dwdsne uynNs yus N [ rNfUss rrfsBoroggppantedsft madamnr 14
ONW,| [ ®pWBEN [ NNNSs [ r PAGDRtartedfby serlirg thecigheipiser modglis . i ¢ n
needs of Ping An Inslitemé@iser model forms a closed loop of healthbaresiINdihg in @ N Wi N U

doctors/hospitals andspatierérSuch practice has been widely adopted, Reifve/pR8PAGD and
sNnwif opusnUs (13s 1i, yh) wy[fr pPHeahwilppsuelys ¢

and insurance-iiageclosed loop is a wayrtodwekue and preserve profit marécl’H?'

Theadvaageabup ¢r & ¢f s rfr nrnpfreUs ke [, drsfNwn r
ability to control quality arichetisadvantagenadt is labor intenaivé management

heavyretwe believe thath practice is safe in the egageseheegulators and can yield
long term value through good management

InApril 2018, JD.com partnered with Allianz to form JD Allianz. It currently éffenarketitiatanty aigtonir

insurance produnctdas a minuscule scale. doctor, pharmacy and ins

. . . _ closed loop might be a wi
In our view, to form guwomaaysurer closed loop requires in depth knowledge-@f,e and profit

meaningful markesshane or two of these three fields. The key benefit ofshaggdnarksdrshatgat, spe
is data insight, especially applied on commercial insurance policy foAnaifonzaket axrBefitht be a
now e market shares of PAGD and JDHealth/AliHealth in mddicadisbrisutiation,

and health insurance are all in the wirtlylsndglits,the data still scattered in isolated islands,

which means all three must be investing heavily in thewcoamagcpeaditiate these

data.

Although PAGD has arguably the best prospects, considering the barrier&Géhtnjott begmedagial
insurance, the return of its investors is not guaranteeavifhthies aligameis insight for its insurance p.
favorable. PAGD might be gaining data insight for Ping An Insurance withdUt GeRRjta g dians
for its spending. We believe such is the biggest risk/concern of us towardsPA&gpending.
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Exhibit 46. China healthcare service business models and theiqui@alents

Chinese Ticker Marketcap  CY2020 rev. US equivalent/ Market cap (US$ br 2020 rev.
(Ussbny  (USSbN)  aimiobe (US$ bn)
PAGD 1833 HK 84 1.07 Kaiser Permanente/ UHC (Optum)/ Ti Private/395/23 89/257/1.1
AliHealth 241 HK 238 219 Walgreens/CVS 42/110* 139269
JDHealth 6618 HK 30.8 3.02 Walgreen€VS 42/110 139269
MedLive ( ) 2192 HK 29 0.@83 WebMD Privatized at 2.8 NA
MedBank ) PrelPO NA 0422 Fatiron Acquired at 1.9 NA
Burning RodBitech ) BNRUS 21 0.@67 Foundation Medicine Acquired at 5.3 NA
New Horizon Health ( ) 6606 HK 22 0.a1 Foundation Medicine Acquired at 5.3 NA
YIDUTech 2158 HK 39 0123 Hatiron/Change Catalyst Acquired at 1.9/2.7 NA/
Goodwill ( ) PrelPO NA 0.83 Cerner/EPIC/Allscripts 23/Private/2.0 55NA/1.5
Winning Health ( ) 300253 CH 4.9 0354 Cerner/EPIC/Allscripts 23/Private/2.0 5.5/NA/1.5
B-Soft ( ) 300451 CH 19 0255 Cerner/EPIC/Allscripts 23/Private/2.0 5.5/NA/1.5
Yifeng ( ) 603939 CH 5.9 2.05 Walgreens/CVS 42/110 139269
DSL ( ) 603233 CH 5.4 2.28 Walgreens/CVS 42/110 139269
LBX ( ) 603883 CH 31 218 Walgreens/CVS 42/110 139269
YXT ( ) 002727 CH 27 1.98 Walgreens/CVS 42/110 139269

SourceBlue Lotu@020/8/25)

Specialty drug and consultation showed their potentials

Besides kiloc and MedBank, which sells speciality cancer drug as their Lin&PotMsiBestesid Ca
YDWs [ odsn mfsodr Ns B fliscapyear 2081 28Mdbyenue [oalip oMBEhawed the r [ N
came from an online medatation business called Causa Heglithich offers Monetization potential of

online medical consultation for chronical diseases. To our understanding ﬁegigg %%q%ag é'gaﬁ'&d
roviding specia

¢[$’[.Bu”nN$' tinoe TT],[S¢[_NSS EN[ NE WS ﬁoﬂsullthaion%\}érlé\héra{"‘
consttatlonofthe__samejy@acs.r cNnNdwyr lUs nefl & suwy Naﬁdgé‘né@c’?ﬂnrsjtaﬂonhr r
re ydqasaaUs hH1 swiNs o 2020.

Another 21%ytDUsrevenue came from selling big data to biopharmas and device makers,
which to our understantingl@ping intoyaadCRO.

The 2B market is not yet available to Chinese companies

Founded if20Teladoc Héalthe ¥ 9 14+, Yy h) ¢s [ @oN [ rTkheUs beglthcaraiulusin s [
Later Teladoc was joined by American Well (AMWL UR, NR) and Doctor OhrDiesiaittl (Pzakies)rive

in 2006 and 2012, respétiwelyer, the critical diffef¢mese thnéth PAGBthat Sector to optimize. In Chi
theynainly sell to employers, health plans and insurance companies as an afE&HRR BRI FERhER
healtervice cdstequires a large private sector presence in healthcare whiBFPHWFIR GhiFLVICing

neNstUf N1osS. yfmionp orsyofwuis wifd®0fsfenss n

Teladc counts half of the Fortune 500 companies as its clients and serve more than 50 health plans
(3c6y¥Us), sr[N re [Jodbpo WBEN [ O®N JWBENS] o6 [ @N
clients saved US$472 per medical visit from ugiad dktadewingthealth service other

settingSgurce: Teladosladoc/Amwell/DoD are 2B whik2EB@E&ause of this clear

value proposition, Teadmmp up its revenue very quickly to a revenine2020S$1.09bn
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The same private arslicatglt client basaatexist in CHeside this, Teladoc mainly
rffscfpNn ¢fs oNwif® TBr1énNBES [@PLN UyYd3as por
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State Rx procurement rolled back drug de -

hospitalization

Thesuccess of national health insurance scheméati®xpadditamgtogram fronComparing to demand sic

2019 provided a new liivkiotghr 6 9 ®@¢ [ wUs 1 Nn o pwy refemnesfikg higrarchicad . @
ANTWEN 6 ®NWL [ on wi Nmighttier méreseffeptivaro JodiRBNSES. F&’ﬁlde’feh (
the supply. Public hgsmtatke an ideal handler for these supply driven initiati{&e N hinsura

more regulatory changes will come on the supply side and the public contrBP%en > nedith Ccegg
will further strengthen. )

over far shorter time.

StateRxprocuremeft )i s now 6% okt Chi nabds RX

In November 2018, Central Committee for the Comprehensive Deepening of Reform (

) or@éred National Medical Product Administration (NMPA) to carry out collective
procurement oR&drugs, totaling 1.64bn doses, on behalf of 11 cities: Bejjingsaplaadi@dassion of e
P ON[T HONT, 3fwyraeeorf, voéwr1 ¢, saad ChmasdgpveEnmendn@N [ CE
thus ushered the start of so called <4+7 state procusenrert Riddrar&rch conducts siggrocuremen
2019, ywférrws sNwlf epuwsN i Npf B[ twictayqapseiles [ s wf
Insurance ScHemg issued a decree asking local kasehs dities to pay for ARRgRaching 6tentarket
on the winning bid list and reduce payment for comparable drugs not on the list. In September, 2019,
NMPA launchedrtista procurement program expanding to 25 provinces procuring 25 drugs,
totaling 1.55bn dos@& ddugs overlapped with the first procurement program. In July 2020,
NMPA launched 'tretaBe procurement program expanding to all provinces. Total drug list
expanded to 56, totaling 20bn doses. In 2021, NMPA launched two, instead of one, state
procuneentExhibit7 totaling 107 drugs and 12.3bn doses

Local media reported average price reduction was close to &ifodnitpsroard@hshaegority of state proc
procurement list averagimgti8@8e help of staterproertarting from thstate drugs wentttehospital

procurement, retail pharmacy was allowed to participate but the majority of IRIHFENIHAIEIANND D
hospital pharmacies, uraberditien that they sell these drugs at the procuretiSBrSE Hiftis Rrocureme

channel markipnes cr U NB[ [ N[ [ Us dreLf N[LNN @atgalgtglcmat%c}werbr S

We estimate the value of the state procurement program to be Rmb81bn in 2021, up 252% from

2020. +t @I N O rrd4t pnprrs/RKfOTCNDGREE . 2% re s odp[ wU-E
the lonigrm effect caa Belay Bk drugs-despitalization.

Retail pharmacy focusing on service can preserve their margins

Drugs not on the state procurement list will lose their competitiveness in the hospital channel but

will instead focus on the retail channel. As state procurement program deepening, more and more

biopharmas choose to stay etat@fdharemest tb preserve their profit mard%é‘?” armacies, if selli

accomplish a sale yiraler sduigl efficacyemeans selling lagher price than s not on the procurer

procured driigis will put extra worksanvicesthe pharmadyalternative paym ISttrW'” actually see their
gm improwethe short

source, or commerciainseméthoean also help run
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In the long run, while NMPA has not reason to dikospitadtagnaspitahannel
: . . . The essence of the state
itcan use the drugs siatthprocurement list to pressure retail pharmacies t%hb(‘f\ﬁ% el éjr%gam is
price, itself a manifested goal of NMM\PRremegdsequesdretail pharmacyng:body can have scale al
guarantee sales itargethange for receiving supply of dsteysptiinemeist, | margin at the same time.
leading to permanently lower gross margins. sStagpessaecearit of Rx drug, in our

view, is to ensure nobody can have scale and margin at the same time, thereby lowering the overall
profitability of the ind@stity innovative drugsnefilaceable caluescape. NMPA has

stated that any drug with >3 manufacturers with equal efficacy becomes candidate for state
procurement.

Exhibit47.Chi nads five state RX Exhibit 48. Sales marketing cost and employees

1st 2nd 3rd 4th 5th DSL Yifery YXT LBX  JD Ali

Sarttime  Sept,18 Mar, 19 Jan., 2020 Jan., 2021 Jun., 2021 o ¢ p [ Rl

No.ofdrugs 31 25 56 5 62 Sales kt.aslP 26% 26% 22% 22% 6.8%  9.5%

Dosegbn) 1.64 1.55 20 6.81 5.49 G&A as total 4.7% 4.1% 41% 4.7% 1.9% 2.6%

Coverage  1lcities 25 Al Al Al No. of ikt.staff 27,219 24,621 25959 21,985 295 ~150
provinces provinces provinces provinces No. of totakaff 32,337 28,655 30,129 27,212 2,099 1,033

Estimated valt NA NA 23 25 56 | Mtstaffastotal 84% 86% 86% 81% 14%  ~15% | |

(Rmb brf No. of stores 5705 5,356 7,205 4,892 500 0

SourceSMPAA, Blue Lotus (2021/#8)imation based on bidding cap, real\ SourceAliHealth, JDHealth, PAGD, Mdit8anyifeng, YXT, LBXg Lotus
can be lower (2021/9/9¥Affiliated

Embracing procurement might be online
COffline pharmacies with their isolated locaktigseasdle force can pfacsenargioftine
consultation+drug sales. Online pharmacies cannot. But online pharmpltimacias daned hdpp
opeation cost under large scale. This means cutting cost might be to the"hé§taRiBeRRaSTaARifTe
pharmacies1H21, JD Health and AliHealth grews9fuGHtYss profit only GiRslined 1ppt Yoy.

48%. On the contin@ryour leading offiaemacgrevheir reventYe&’ 14% but grew

gross profit 20%. Offline pharmacies actually achieved a gross margin expansion of 1.8ppt while
online pharmacies suffered 1ppt gross margin decline.

Exhibit 49.Lifetime average of gross margsisce public Exhibit 50. Life-time average of opeing margin since publ
Gross margin Operating margin
45% 10%

9.2%

39.9% 39.8% 39.4%

40% 9% r

34.5%
35% | 0 8% |- 7 3%

30% 7% |

25% 23.5% 6% |

18.0% 5%
14.7% a0 L

20% 4.2%

15%
3% r

10% 2.4%

50 |- 2%

0% 1% r

DSL YXT Yifeng LBX Walgreens CVS | AliHealth JDHealth 0%
(603233 ~ 002727 (603939 (603883 Boots Direct  Direct DSL  Yifeng  LBX YXT CVS  WalgreenfJDHealth AliHealth
CH) CH) CH) CH) (603233 (603939 (603883 ~ 002727 Boots

CH) CH) CH) CH)

SourceDSL, YXT, Yifeng, LBX, Walgreens Boots, CVS, AliHealth, JDHeal SourceDSL, YXT, Yifeng, LBX, Walgreens Boots, CVS, AliHealth, JD¢
(2021/9/8) Lotus (2021/9/8)
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This reflects different strategies of the two when approaching state procurement, with offline
pharmacies managing profitability while online pharmacies managiNgt@&ly and revenues.
so, online pharmaci#sR®operating margins also sufiesed decli Saleslerks in offline

We view online pharmacies lost of margins with alert because we believe f%%ﬁmfm‘

insensitive purchases like drug, losing margin might be irreparable. pharmadisgualification

Main cost component of offline pharmacy is sales clerks Only Rx needs pbistma
Globallyh¢ gross margfindDHealth and AliHealth are in line with their oveP¥8YEBfihe
counterparts signtificantlyr [ N8 [ ow[ maded (Exhibisdd)theaherd [ N | ows
hand, offline pharroapérating margins are much commonUgzhibit&@jnaten w

foundhe main reakwonthis gap sales and marketing cost (Exhibit 48), which to our
understanding is equivalent to the phafesismersting OTC drugs do not need

1 ewB 1 wn ¢ sahdhpst effineyghadrmatigS®kfvefdddaafs classified as sales

marketing employldesaverage sales marketing cost of these four leading offline pharmacies
since public is 22%, ~2x of the level of sales marketing in(Brliiet gl@nescies

sales clerks actually play the role of primary physicians free of charge.

Ou channel check suggested that for most popular drugs price trend ishdpt pronounced (Exhibit

{odpo [r [s 1 Nwrs nsf s Jlepflek Bytitysshose N[ mB wrn nr!
which do make up all the differences in profitability.

Online pharmacy has advantage for repeated drug purchases Due to lack of-fatace

For online pharmacies to counter the local sales force of offline pharmacies Eﬁﬁﬁ%ﬁ%ﬁ&%gﬁe&i\ﬁ
re4¢r N prosfafworr misorNss. Adfdeg (oNdydhibd pichasesd [ 1
I

selling, in our opinion.sBem#épocket expense constitutes a significant porti%gg{ggggpa
bill, ordinary people might prefer sales over medical professions to getttheir question answered
EN] [JoNOB [ r[ Nt Us Jrefl o

Exhibit 51. Top selling drugs and their price comparison in Rmb

Drug name Chinese name JDHealth AliHealth PAGD Meituan
Amoxycillin 13 13.8 12 18
ErythromyckyeOinment 4.8 4.9 5.0 6.2
IsatisRoot 26 26 16.8 15.5
YNBYAerosol 45 45 43 35
SanjitFluGranule 15 15 13.9 12.4
Ibuprofen Capsules 295 245 24 39.8
GastridResiperobitablets 16 7.8 9.0 5.3
JIXZQOral Liquid 23.8 23.8 16.9 16.7
LHQWCapsule 14.8 11.9 17.9 14.8
Metronidazole Gel 17.9 18 16.2 18
Average 21.78 19.87 18.37 18.17

SourceAliHealth, JDHealth, PAGD, Meituan, Blue Lotus (2021/9/9)

Thus, prices for repeated purchases become the sweet spot of online pharmacies. Chronical disease
TWfoN[p s weN JoN [ Wl fBwyl fsNBS re r[ 16N WL
enrrr NBNN, (4601 N mestdbliglpthen sefing ponts.@heifficulty, r ee f ¢ N
however, is that purchase frequency of drugs is too low to remove such reliance. We see online
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pharmacies to increasingly resort to price discounts, popwialuchegs uysifiging hospitals to sell
support their gmowrugs on the state procurement program fits this bill. but with a strict hand-of a

) ] corruption and drug price
State procurement delays separation of hospital and pleantioEdal theoretically v
Rx state procurement basicalkl 3#earisR& drug will stay permanently in the hospital
channel. It puts a cap on theeRvegplirspital andimgpital.

In 2021, 63% of drugs iw&isokl via hospitals, which had already come down from 70%+
five years ago. The same figure is reversed in other developed countries. Relying on drug sales for

revenue hasbeen@pes [ N[ [ ¢ J L[ Nss re 95adr wyUs oNwWl{ [ on wys N

off pharmacy from hospitals have not been very successful. Neither is the effort to establish
hierarchical diagnosis to relieverthedivgrin major Class Il hospisalscelds of

national health insurance schenixprutstat@epened new lines of thinking. Instead

of liberalizing hospitals to private hands, Chinds¢ajoyeospitals back and use

administrative measures to ralmusethépital selling drugs. We might seehmore

supptgide reforms in the future.

The impact on the retail pharmaciesudjiliroeumview. Forcing hospital pharm@eling disgys to high inco
state procured drugs will depress the profit margin of the hospital phatheaddedeitisl aflieegasing d
unselected drugs to the retail channels@iaphaysa® make up for the profitBiiIferapy are two ways
oswils {6 p@ rreN nsfas [r [ on,asddyupe@togiedigimpag qf sta
on retails the list of state procurement expands to eventually ~15% of Rx mBrRet ‘Hp%ﬂ}r estimate,
pharmacy and biopharmas will work together toadiindepibetgemaximize their

profitabilityh& benefit to retail pharmacy will fest gdhtodan effectively sell, who sells

to price insensitive patients, or who enjoyswaing fjoomsmkither virtual or in physical

worldwith increiag time spent online, both offline and online pharmacies have the opportunity

to establish such user stickiness and s&srigxpibivéSsshows, PAGD currently led in

user engagement matrices, paving the way for it to grow iprafitdbilgysales with

Statehospitainsurancpharmacy complex threatens private

enterprise profitability

In the US, the existence ofitmspitgddarmacy complidsewsay to ensure sustaftigdese government has
profitabilitfuchvertically integratedplexes took placé&@eformed Optum in 20artrolled-80% of hospita
CVS merged with Aetna in 20001, C&jridR)quired ExpresssBraApidnd Human80% ahsurers ab@r0%
(HUM US, NR) acquired KindredrirC20i8 a state hasgit@nce complex hasPfRiigrmacies. It has virtu
come inptacetinese government cor8a8ts thospitals 8@ of healtureesd cLeated a hqslmmjramlze
by controlling hospitals,-a@% 60 pharmadies only question left is whether héma Stgﬂg é?r?]gl ?:I
allow privately dominated pharmacy to enter into hospBaidsand insSusance.ujgs { N8 n N S [
seem likely to us.

The existence of haspiednpharmacy complex is corner stoned on insurance. With data,

the complex can price healthcare service accurately to each individual and maximize profitability
muws N n r ealthigtatusnpsopengitydt@illness and ability to pay. The silver lining is by its
founding principle, the Chinese state healthcare complex is mandated with providing universal and
norprofit coverage. But in the realm of commercial healkemShianedl\ahet the

existence of a private nesymsadpdarmacy complex is highly doubtful, in our view.
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Where does China think it stands in health care

China achieved decent life expectancy at low healtimcairejerqregidaurationalizéthia pays for healthcare
hospitaind a Beveri@igenarck/Singager hybpidymemodeHoweveshat measuregxpenditure through a na

®N W/ Buecessissatisfaction levetiaen©ubfpocket expenses for Chinese patigafse scheme and a

are relatively high comparing to the developed countries, espeeiatlystghare |9$hERt gtem that peric
includedhis, together with low doctor income and theediatihphas caused witke? Of diagnoses.
spreadiscaent among Chinese g@emss the healthcare. $ystefioresee China

ON W4 | ®n weemn peavitg to Ber (1) pglameikaglthcare resources, (2) filling the

efrnérE cwy erE 906 YyUs -medigaforedilemma. N s, (3) wnns

China healthcare achieved high life expectancy at low cost

I 2020, 9 o ¢expandigiecl. investmgotsjelVIB]2Hh, @wing®@® s oo wUs oN w.
YoY contributingt®r e 5 @ ¢ $ourcesNBBsm@Vorl@ w [ dhtd g currenbe cost efficient from a
healthcare expenditure (excl. investmehia)ask@DPin the woytdughly half ofspending vs. life expectar
the world aveyag@chieved life expectancy of 77 years old, only 2 years old SI38i&f WERRIHNO
USA, which sfi€ of GDP reason to rock the boat.

i [ ne® 1 @N umqueln; facyVvorld Bapdatgsuggested Bimgaporésg,

Luxembous$¥9, UAEA(2% Egypb @9, IndieB(5% Indonesz®¥y, Thailangislq

and Malayd&4 all have lewurreiitealthcare expeedier GDP @lsing/eprovide

adequate healthcare to theiasishemm in their lifgeempeAs shawin Exhitsg
thecorrelatigR=0.10petween healthcare expenditure per GDP anddif@emkpectancy

China and most of the developed countries are above the correlation line while US is below.

We believe many fazgptay into the correlation between dygatidiauee and life
expectancy of the cawifang.mortality, social stability, diet and unccarseddesalth

14wt dracrfwrf BrgN [ L ¢eN NIYNPfwrNL. dff [N
appears to be building oroarstditibh. There is no reason to rock the boat.

Exhibit 53. Current lealthcare expenditure/GDP vs. life

Exhibit 52. Healthcare expenditure as GDP, global compar
expectancy

30% Life Expetancy

® Current health expenditure (% of GDP) 90
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Current health expenditure (% of GDP)

SourceWorld Health Organization (WHRN2B21#21) Current healthcare SourceWorld Health Organization (WHRN2B218/21) Current healthcar
expenditure excl. healthcare investments expenditure excl. healthcare investments
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Chinados | ow idbwtan lowipayigpofeseionals t ur e

sodr WyUs oN ugjofacsgesiBerdaid bbpwt 1/obthie/lUS By absoluWdestinate ¢ [ U s

and about 1/15 pergapitay wUs ns [ & s N [he PRumelgtively argpaifhogy[6.8po athel J 1
speakinGhinainderspends on doctors and overspend spendsliciny. 18% of §gdinterparts and nurses .
healthcare expenditure on doctorbartilptimedrugs. The US, on the contrary, spent 36%

on doctors and 15% offEsthiigsy. Wei s [ ¢ 1 wf N nrnfrsUs nrryNgpswforg
o6t Jon 1+ wrn (fYNUS prraNgsuwyforr ¢6s 5% (2} od

China has a very lowtados#or ratio of about 1.1. In fact, the comparison ¢f Ge@khtzaeeof patients
expenditure between ChinagsangUSfa Wy 1 I N [ r  w) ] 4 N neldgisige wsually sndegiip
cost in its expenditiile US doés Chin patient care is usually carried out B f&tailyes or hired work
members agidtives or external care workers paid out of the podkétileyiniat pREEheut of pocket by the
US, itis carried out by professional nurses paid by the medical insurance (I\/f%%l‘é%e and Medicaid).

Exhibit 54. Doctor, nurse and drug sales per capita Exhibit 55.Healthcare spending breakdown, China vs. o
China USA Japan Singapore US$ br& % China USA UK Canada

No. of doctors (rhn) 3.87 1.39 0.76 0.01 Healthcarexpenditure (US$ b 1,222 3,649 318 220
No. of nurses (nih) 444 4.10 1.22 0.04 As % GDP 71% 16.9% 11.0% 11.5%
Population (mn) 1,444 329 126 5.7 Healthcare consumption 84% 94% 96% 94%
Av.salary doctors (US$ K/yr.) 34 522 205 163 Healthcare institutions 55% 69% 80% 63%
Average salary of nurses 81 161 46 53 Doctor's compensatior 10.8% 19.2% 11.7% 14.9%
Nurseto-doctor ratio 11 29 1.6 3.0 Nurse and technical st 29% 175% 28.4% 10.9%
Doctors pé¢population 2.68 422 6.01 2.49 Others & profit 41% 33% 39% 38%
Nurses pé€ population 3.07 12.4 9.65 7.50 Drug sales 21% 14% 14% 16%
Drug sales per capita (US$) 177 1625 562 564 Retail prescription 3.9% 8.9% 6.3% 10.4%
Healthcare spending per capita 724 11,077 2510 2824 Retail OTC 2.5% 1.8% 4.1% 1.0%
(US$) HospitaRx-OTC 145%  35%  3.8%  4.3%
Gov't administration 1.4% 3.7% 1.9% 2.9%
Insurance profit 6.6% 6.8% - 12.3%
Healthcare investment 16.4% 6.1% 4.5% 5.8%
Total healthcare expenditure 100% 100%  100%  100%

SourceNHCCDC, MoHBLRI1(20218/6) SourceNHC, CDC, MoH, BLRI, (2021/8/6)

Nationalized supply is the key for low heakpeagture

Why doé3hina spend so little on he&himeaoé? is history. Chinese healthcare Bygitarh@spitals contribu
dominantly pubiitherited from the Sbva@in aBeveridge Madeich is still beingf hospitals, ~30% of hos
practiced by British and Hong Kieneridge Maklelgovernment provides heaRRgarg20% of health wo
through fiscal spemtbmgver, clusbalf e ar [ & dr [ €Us oN yLPAhd@eEeesRod | N
prizate hospit@eurce: FHB ¢ N NS o1 Wl N [ onN 1wl ¢ O MEYsty revenies. ., ¢,
(Sourc®NS. Private hospitalShineontribute ~2/3 of the hospitals, ~30% of the hospital

beds, ~2@fohealthcare workers, ~15% of diagf®saed antlistry revenues by our

estimate (ExHBitEven though the contribution of private hospitals has been on the rise, the

1WNN re [oON BOSN ows s r [ Nominaptypublicd BNPpN[[ T NUW

Private hospitals / clinics cannot challenge the public ones
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ToN Nnrr1rsé¢f drr re 9 oRquaglbgviscpssingdeIBp No adr (UG [ wi ¢ 1 ¢ e

r e o legitimanptivate hospitals practidi¢ional Chinese Medicine (TCM)mestysperipheral in natur
practices obstetrics, ~10% ppattiaEsong~10% performshhehtickups, ~5%@ofit motivated in operati
practicemsmetology and plastic surgeries and ~5#spiiotiuie®gleNe can see

that private hospitals typically operates near the borderline betwestiaioasumption and

There @s@ very large number of mspéEhpracticing on the borderline of legitimacy,
including andrology and male erectile dy§fDjctione®l¢gy andnedictal grade
cosmetology and plastic surgeries. We estimate these illegitimaigtquattiee fields, add
can doublegdize of the private healthcare sector.

Exhibit 56. Hospital by number, beds, worker and diagnose Exhibit 57. Healthcare payment and provider breakdowr

2015 2016 2017 2018 2019 2020Q US$ bn or bn China USA NETEN]
No. hospitals 100%  100%  100% 100% 100% 100% Personal healthcare exjpere 643 3,076 392
Public 47% 44% 40% 36% 35% 33% Private insurance 5.6% 35% 46.0%
Private 53% 56% 60% 64% 65% 67% National health insurance 50% 40% 7.4%
Hospitaldxls 100% 100% 100% 100% 100%  100% Out of pocket 45% 12% 12.0%
Public 81% 78% 76% 74% 2% 71% Others 0% 13% 34.0%
Private 19% 22% 24% 26% 28% 29% Naft health insurance scheme
Healttworkers 100% 100% 100% 100% 100%  100% Premium 379 795 121
Public 84% 83% 81% 79% 79% 78% Payout (322) -796 -116
Private 16% 17% 19% 21% 21% 22% Accumulated value 483 303 2
Diagnoss 100% 100% 100% 100% 100% 100% Number afiagnoses 3.84 883 252
Public 88% 87% 86% 85% 85% 85% Public hospital/clinic 85% No Date No Date
Private 12% 13% 14% 15% 15% 15% Private hospital/clinic 15% No Dat: No Date
Revenues 100%  100%  100%  100%  100%  100%
Public 91% 90% 87% 88% 87% 86%
Private 8.9% 98% 13.3% 12.0% 13.1% 14.3%
SourceNHC, BRI(2021/6/6) SourceNHC, BRI(2021/6/6)

Exhibit 58. Estimate ofegitimateprivatehospital evenue share Exhibit 59. Chinese population between5B5

TCMT M) Population B 9% of population-:
28% (mn) 59

960 5 1 75%
Obstetrics (" ) 940 | 7% T9% G9%
6.0% |69% 69% 69% 69% 68% 1 70%
67% 6

Ophthalmology

) 1 65%
Othersi( 1 ) 5.2%

42% | s

(Checkup§)1%

Dentlstry ()

3.5% { 55%
Orthopedics (
)3.1% 0 50%
Dermatology ( 2006 2008 2010 2012 2014 2016 2018 2025E 2035E
Cosmetology (
Oncology ( )\_LT Care ( o . '
6% 1.7% 1.9% )3.0% mmm Population aging 16-59 (LHS)Percentage (RHS)

SourceNHFPC, IBR1(2021/6/6) otal=Rmb5408rCM=Traditional Chinese Me SourceBLRI(2021/6/6)

sodr wyUs 1 snhostiyn the specglty fufctippssaiggye strongly profit
motivate@ihey are not consumption upgrades of public service. But rather they operate in areas
serious hospitals do not operate.
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In most developed countries, ptalatdihicspand health groups mainly serve twim Ginipaegegilic hospitals
. . - . ) . compete in the fields that
b Primary car&cingagprimary physicians to sefearzdation of hierarchical mggigad belong to the prive

diagnoses () to sieve and diverge patienttflevisgienerand regionalones.
hospitals,

b Consumiph upgradérovithgconsumeriented healthcare values like timeliness,
spaciousnéssndhessetc., for a higher price. Among the developed countries, US goes
tothe extreme of relying most of its healthcare service tdyirivetst pibeders
realize the value of nationalizing, to some degree, the supply side of healthcare.

S far, private healthcare providers in China have not performed the similar functions like their
peers thedeveloped countries, tadvwaayguty lrdeof basic healthcare sertee
public hospitals, exaggerating resource allocations auldctinaire iz pasieipts.

Chinese public hospitals are competitive because doctors are underpaid

Woi ouws se¢( wlUs 1861 W N @r sy ¢f wy s Theresson hauptivatg [
patierftiendlzealthcare? Parisakegulation. <PRC Law of MeimadRratti hospitals do not akeeu

) requires medical professiondls tpelas@f experience in licensed medical L&Eﬁi?@tﬁéﬂ%@"ﬁédmgm
before being qualified to take the license exam. They must also practiceHggﬁ{gmg i?bﬁ%ﬁﬂ?gﬁu

instution after passing the exam. <Regulations on the administration of meggaiiastiiarsyébtting
) dipulates on various requirements to beconeekligililee tsed there.

medical institufldrese regulations pretty much mean healtinysb&tasditinailscareer

in the public hospitals.

But aother important reasour viesthatompetitginom public hospitalseetbeat

entry barriers of private hdsptats them to gedito survivéhe reason phoatic

hospitals expagid areas that should be operated by private hospitals is because the doctors are
underpaid. Lastly, patients do not want to be diverged to primary care doctors. They still flock to
big, general hosfitatsacally vindicates the competitiveness of the public hospitals.

This means that to addrebaléimeé@rihe healthcare resources one should not Smgapdjedothed patients
supply side, but should also adjust theUieiovamdagelg, this is an unpopular thingitdreld. their own pocke

We notice that Singapore also has a low healthcare expenditure witAmdigh ffenéigaetRaiegn of initia
rfons sBNwsrrs, toraurresnUs onwyf ofigpeoRssoagopdies r
drno1 ¢ nf wactosiMedsavédrmimg patienis borpay a significant arfigliRPg#ide of healthcar
diagnostic fee by, istaaistitially. This derd side adjustprenents the abuse of o™

healthcare syatahdiverge the patieAsflawesult, Singapore had high life expectancy, low

healthcare expenalitdrigh doctor pay.

UNssosf N[ [ LT 4L nrpnl rfeedgal prafessionals,svri¢h¢ r | Nwns |
leads to a range of issue including (1) lack of experienced doctors to act as primary care physicians,

(2) lack of trust between general hospitals and primary camaphgicrahg3) ok

of experienced @ugstnto station in pharmacy stores to fill upapictgmapicas

consultatiolfi doctors are not making enough money, their hospitals will not turn away patient

visits, then primary physician outside the hospital cannot makecal ldiaagnasts hierarch

will never happen.
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Expanding national health coverage pneadesreverage

for change

s¢r wUs oNwy [ on makeovestwesn/ 188 anfiraod@ever[dyel mbl oltlof hatddalhéalth
Modeb @Bismardkhgle Papgbrid modeder on, it also incorporated the SingaporgdaaiHee has been espe
of forced saving acBefmte 1985, GhimaritedBveridé®desimilar toathpracticed rapid after 20dbere

in the UkSovieind Cuba, in vthegjovernment calfmsodtospitals, paysafifoctors coverage jumped from ~&
and treatgratigpatientarough fiscal sperkcimg 98502003, Chimadevent a series almost 100%

of social experinmrgatualBading the establishmeosadr@ribution health insurance

fundthat covered urban wihrcergh payroll dedsidimilar to tBésmarck Model
poneeraniGermangtarting from 2003)atimal health inseeheseteratio the )

rural populasiandtheselemployeay allowing voluntary but encouraged particp@tili, WUs [ wf ¢
effectiveydopting Biagle Payer Mmdeticed in Canada, Taiwan and $o2@0KoregSurance scheme now h
o@¢ [ WUs [ wf ¢r regaivechpremiRmap.46tn and paidqugRmb23 BHPRID & O ance
By this yedrhad an accumulated value fnRaahBce: NBHS#Hter paying out 'dger thah Medicare.
Rmb19.4bn for DAY reliéExhibBJp r r y ws dr & [ r [ oN [ B[ s] efrnsU m
for Medicagadter repeatgpropriations by the Congress

Exhibit60.Chi nads heal th i nsur an Exhibit61.Profitand accumulative value of healdurance
Health insurance . Revenue/Payout Accmulative Va
recipient (mn) Heig?lé?:;;ance (Rmb bn) bn)
1,600 r 100% 4,000 1 4,00
1,400 | r 90% 3,000 | 4 3,00
- 80%
1,200 2,000 - 1 2,00
70%
1,000 L 60% 1,000 F o 4 1,00

800 - 50% 0 fe=r=- 0
F 40%
r 30%
F 20%

L 10% (3,000) | 4 (3,00

600 (1,000) F 4 (L0

400 (2,000) | 4 (2,00

200

(4,000)

0% L 4 @0
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020('

mmm Employee (LHS) mmm Retiree (LHS)
Rural & self-employed (LHS) —National health insurance coverage (R mmRevenue (LHS)  mmmPayout (LHS) Accmulated value (RHS)
SourceNHSA(2021/9/6) SourceNHSA, MOHRS$,R8(20219/6)

Going forward, withgpgpulatig¢h)exiting the workforc€aaduiring more healthcareple math suggests th:
servie(ExhibB9, 9 od[r wUs [ wf ¢r [ w4 @N bpthfremendeg S sUYS n ®N BN @ N
and coshdsAccording to our estimaté, By5 , eligibtewprkfardd will be reducedWplus will be cut by half
~60mnif we assuratireewillgo up by the saumbets ¢ € 20200Us Onlkbﬂ?FEH'i‘;'Pncge“d(E s [ K
premium and cost perveagisimaetiondl [ s [ & wr n N & sSRmoaoqul ufPPSEER Y | 1 s

likely be cut by Hadiider citizens costs more, the reductionByiltheg toeeChina

may have to face the dileitimea ioicreasing health insurance contribution or extend the retire

age.

Withnational healthcare insuresreepdready reagmearly 100%, prem@uemse Establishment of a singer
are (kely to geteaningfuliighemwhich means surplus will shrink néegiz0@€s can push for change acrc

45% of Chinesematstill pay outof poaket.{ N [ wl N o [ r nr Pedpogrr v@lugrchgin. ¢ |
expenditure is likely underdeottediassifinadionursing caté of pocket expense is
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actually even higher, which explains the persistent complaint from the citizenry about feeling
dificult and costly to see a doctor ().

We believe with the broad rollout of national health insurance; China now Tz pioldes chdrere. iBut
leverage thiagle payehrannel to infhetine behaviour of the playersahhttarento solve it China must finc
ecosystam achieve better efficlai@tives like (1) hierarchical medical2jiagiy3ignswer.
detachment of hospital and drug sale€3] preventive () and rehabilitation)(

medical cared (4) Real World Data/Evidence (Rwlepdregtdés) digital cuarency

now be put toangealWe believe it is very likely the case China will try to leverage artificial
intelligence and Intghtha@igs (AIOT), big data and cloud to try to achieve the goal of having a

more balankedlthcare system before population ages.

Leverage technology to put the healthcare house in order

We first believe China needs to take the timely advantage of national health insurance to deploy
technology to achieve the end goal of a more balanced healthocsresatystieth and

populace./] s[ ws[ s [¢[] @ r [ vcafepempendiprdisikelypetes [ owf oS¢ U
low as it seems. es sobdrwUs |

Chinads real heal t hcare expenditure iregllyIPVY‘NI?@iplvtishigm
underesti

W NSTOrwlN oebr wls & N wiRmbSm Adgip ik N NTA R no S f &

{041 BWOSN o odnsGPP byt &) \Jedplieyedhesdactors N [ n ¢ [ [ B N
contributed to the underreporting

b Patient care/nursing: tosthinarhily members and hired external care takers often
perform the tasks of professional nurses arustiipeitcospackétve include
this cast wouldhdd ~Rmb450bn to the health expenditure;

b lllegitimate hospitad medicilBeforgovernment crackdowns, many public!heifieatie hospitals usec
outsourtheiperiphedgpartments to externaFoaréramplecading to NHSEONtribute tens of billions
cosmetology and plastic surgery hospitals only generated Rmb16bn of z'l ggﬁgeg‘g;;%ﬁr%{fﬁtﬂg:‘
vastly understates theyindiush used to contribute >Rmb10bn of advertising revenue 10 y
Baidu each y€he gross margin of their businesd@¥waisni@r hospitals exist
widely in oncology and MibBiniclude the revenue of illegitimaié wsgitals

add ~Rmb590@bthe health expenditure

b AlternativdCM clinicand medicingccording to NHS, TCM hospitals had adggnal Chinese Medi

revenue of Rmb497bn iep@tkBate TCM hospitals and clinics are covereéTﬁgﬁig ted and
healthcare insurance. But there are many TCM clinics operating in theuég gy %{g?rfaﬂﬂ/e ,
mediCinaddeqd up to nearl

medicines like acupuncssegyan®igéng) and preservation), which are nokjjjion Rmb a year.
regulate@hina had TCM law in draft version since 2016 and State Council had several
planning documents for promoting the TiEKhewluBtndiate, TCM hospital
grougsushengtang ) forecasted in its prospectus that TCM market was worth
Rmb994bn in 2020 and will grow at a CAGR of 11% to Rieb&sbimadutye 2030.

size afnregulated alternative TCMexdddD$)tobeworthkRRmB5@nin 2020
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Underreporting of healdagaenditures suggests that despite remarkable achievements and

1Br EBENSSNS T wynN, 9edrwlUs oNwWLIf opwsN [ OBWNLN OS5
oldreforrwill remain to be a living topic for years to come

Big data, artificial in telligence and IOT can help

df Jeés 1frnffeNn [N mNLONIN 900 wyUs oNWL[ opwsN
believe the government alsanchreclikely the focus of the forthcorsing reform

b Imbalance of healthcare capabifgominated healthcare systems tend to get@BuseUs @ s
leading to a mismatch of medical resources for the truly need and ov@'ﬁ“@&%ﬁam&?ﬂ"e
developed countriedibaaechical medical system in which patients are #RE?'éSE‘ y
primary medical institutionsdvitffwo s Ne NBB W, s Wl r[{ € ors)1oé¢fwys. 9
most of its best hospitals are congregated in large urban areas and serve mainly the local
residds. Implementing hierarchical medical systsngging to be the uttermost
priority of Chinese healthcare reform in the foresgepbleffuturen wf N ¢ ows Uf I
successful

b dwi wr npN re ocAsmajprffaciar bepindthe itnesg o ¢ 1 wU g1 o8 Wl [ ®op Wi N
system is that its doctors are underpaid, which manifests itself in a range of symptoms. Many
topnotch public hospitals are doing the jobs of the private hospitals in theT@eDBRIPBEVES PHRYVIES.
They rolled out spacious spe@arigarosdverseas patients while neglectifgRpEAgp!e in leveragir

of public hospitals to provide basic health service to all; nanal health insurance |
improve efficiency and

b Overmedication s ®¢ [ wyUs r 1y NBr NNONp W ¢r nresaursgallpgation. N p N S g
medicingscording to NMPA, China has 15fikd&imestically produced and ~4K
imported drugs, comparing to FDA which has approved ~20K drugs in total. Many Chinese
drugs are modified version of generic drugs, with. dbbimetersfiteanyot make
enough money, maybe selling drygs can help

b Single payer transpareéksiyxhib®Oandlshows, national health insurance ﬁ‘?@?&ﬁﬁjl emerging nati

has rapidly emerged as the single payer that is consolidating the fra{gégﬁmﬁﬁhﬁ@éhga,\r@di
industry of China. However, policies and processes in using this single payehdusHo@&SaHC8hs
are still in the process diopékfieo gets reimbursed and who do not? Howtie iégt®dare value chai

between innovation and fraud? There are many details to be ironed out.

Big data, AhdOTcan provide real world data to guide the decision of healthcare authorities,
which is acutely needed igOlF [y easwynN re o¢f s oONWL{[] @NnWEBN ¢ eBU

tosf fwy ANwroft (dh/th) pwr wisr EsNwWf LIt N[OW
shortage of healthcare professionals.

Expect the reform process to be cautious but firm
We believe the reform process will be cautidfistbgtuimN [ [ w1 41t 9P Nwyl nprenes,[ | 9 &
healthcare system does its job well. It delivers above average life expectancyestissieniuave itigecedst,

whicliswell acknowledged by the policy makers and their audiences. system like in many deve
. - . countries. A more pressir
But the recipierds efficient healthcareugystenn @ijout Whyp Betause the quadifyrovement area is reci

and the coveddglee system leaves much to baideseatie main goal of healthmfaction_
BNOersr ¢és Jr N{rowlnpN JoON BENDOYON[[SU swf ¢sewn]S
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Asa resultve expect Chinse government to approach technologjully Hesiltigcare car
mindful of the pitfalls of technology use, sumdasrpfitvamtivesy well reduce the
satisfaction of the healthcareinstgadras enhancing it

There is no perfect system in healthcare

As we summarizeyonen o pwf ¢rr, 4L nrpfrsUs 1wt wrn oérnNe
L1 NSSNS r e Bubdbdoptipraoney is uig| shitny wpasnkindes ge NT .
borrows from successful experiences of other countries but has come to %gﬁ%'ﬁqgﬂ %‘ﬁéﬁ%ﬁﬁ?p

perfect system that satisfies everybody. We therefore expect no major over i, gq ding as

Overmedicatitma result of low doctor papenetiieModak Exhitieshows, 24% proof of diagnoses.
re so¢rwyUs oNwlJ opweN NIy N[{NO[ BN Jws sAN[C] r

handy pf rUs prraNpswférr rrdt wpprfrfs ers 11% r
19% in the US. We estimase @bctors are paid at 6.5% of their US peers and Chinese nurses

5.0% (Exhib. The consequence of underpaying doctors is that Chinese hospitals seeking to sell
drugs as a source of income, leading to 27% of hospital revenues, 21% of health expenditure and
69% of all drugs (Rx & OTC) sold in China are drugs soldl tthiangklthue mpspitey

to 5.1%, 3.5% and 25% in the UE5(Exhibit

Such practice has caused several government crackdowns since 2009. Before that ~40% of hospital
revenues came from sellinghdeu@éase healthecargerpsiyheloctorsnd nursees

spends moreequipment purchases and healthcareSixesbpasest e s odp [ ywUs

healthcare expenditure is investment, compdend3odidtsiate less trustworthy of

the doctors and trust more on meticgbiestemeperses R&D efforts (NIH) through

3.7% of healthcare spending while China lacks -eneitdeddsealtbhorganizations

(Exhib&S.

We should note,rirat absolute level or on a per cagitdljasisl) s  n & [ & Styuaturally £hing if oger [
quite law a8 N s 1 ¢ [-medication) grug Sades iar@hilniass than half of the UBedicated but since Chin
absolute amount. Onapess rt muws ¢s, o9 odr wUs n s [urderspgngsomhgatthee | N
Lods, or {NUNB, nrrNs ws [r sfs)s¢s'ROICAHRMPUGILERES s ¢
healthcare spending expenditure per capita is only spends 1/15 of that of th&&He$s drug than Americ

Qur comparison also shows China spends more on healthcare afissunisingtion than US.
nost Chinese hospitals operating near the breakeven line, Chinese hospitals spend 41% of their
revenues on administration and depreciation while USyh83pitals spend on
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Online pharmacy and hospital have challenges

Both online pharmacy and online hospital have reform drivers behind and thus should enjoy robust
growth. However, each has its problems. For online pharmacy, profit margin and drug 020
competition are its challenges. For online hospital, consultation quality is still not on par with offline.

Under paid doctors are roadiflac&uring overmedication

In 201927% o&f & ¢ hosiel{excl. health stations and diseaseeinevehcesst camidospital channel sells 2/2
from selling drugs. In the sargi yéai] Bru@@x and OT)d were sold throughsted [ WUs n s f
hospital chaffBelrcérost & SulliyaWe believe this is aboWWitigintth4%8 of drug

ldthrough retail chadifelyvere sold through offline pharmady6 cbamad .66

onlin&2C We expect that by 2030, drugs sold by hospital chanfrehw@dbe reduced

H%whileOnline B2C will reach 37% from 8% and O20 will.{eteas it

62)What rem#orbe saldhospisatill be mainiypistient medication and ingpaey s

which will be untransfénatbles believe the road to desaels tharg hospital service will

be a long and treacheeBys2030, we estimate percentage of hospital revenue coming from

drugs will faif halfp~B%.

Fair speakirglirey drugs through hospital pharmacy has nothing wrong, if thEhkoesprtaligyadm crackd
profit to begin witthere are inappropriate sale of drugs by hospitals, therefcdn afwvays b d w1 |
corrective mechanism. This is \vbgphalization of drug sates clmetsadict with stgtest hospitals sppbiic
procurement of Rx drugs. hands.

In our view, @tenese goverraardllyants to diversify the ownership base of the hospitals,

on the condition that private hospitals also shoulder some of the responsibility of public care
Effectie regulation always invites effective countemosiageogsaphies, hospitals are

effectively local mongpwiiaso replacement. If hospitals want to make money, there are
alwayways to do it. After the governmetdwnaakvermedical, many hospigded ¢ @N  GEr 1 NB [ [ |
or segmented their registration feesi@d new businesséwéikh chagisand Cltizen satisfaction. Introd

prescromoreéhamecessangdical testdving old probeatatew problems. EG;N L)rgb;erg }Nher;)sl\?l\{/m.

Therefore, overmedicatiosyimpb@m, not the root cause. To solve the root cause, Chinese
government is likely to:

b Raise the compensation level of the doctorsTrig meaes the overall healthcare
expenditure as GDP wifl Maach and June 2021, State Coundili &ted|janegnier
repeatedly touched upon public hospital compensation reforomHowarieuys occasions
it is not clear where the money is going come from

D Introduce competition to hobpifaisning a hierarchical medical Byisbamy.
care physicizarsdiverge the patient flow frorarb$péaldtbspitdligpharma
industry complestablishing this hierarchical medidabwsgstamcannot happen
without tiessing ammbperation of the hospitals

Blue Lotus Research Institute 42



0,5 3
@ LE LOTUS BLEU

Healthcare|Health Information Systems | SELL

b Expand national health insurance coverage to more patient touchpaints oHtside the..

) . urre most national h
hospitalindustry estimates RX3ladigs, mostly repeated drug purchasesi Q gﬁégry me is balar
diseases and falfoprescriptions after initial diagnasasiifecdikpensed ou&pé local basis. The mo

hospitatiowever, national health insurance is balancedtnremiiyathieasiggt, alent scope of localit
prevalerdope of coverage is by city. This means health insurance poligigs must take into

consideration of local interestspaftughicalr s 7 ¢ fayy Us o[ [ NBNS |

As sbwn in ExhibR reform to separate hospital and pharmacy will result in drug sales by
hospital channel tdrro®6 in 2020536 by 2024, according to our estimate. Within the
outhospital channel, we expect online penetration 18dti2iie. Asanug sales

transitioning out of hospitals wdllpbagfiacies.

Exhibit62.Ch i na ds p hdemandnarketisizeé estamb Exhibit 63.Chinad s -hospitaldrug salesby channel

(Rmb bn) 2019 2020 2021E 2022E 2023E 2024Em (Rmb bn) 2019 2020 2021E 2022E 2023E 2024H

Inhospital (OTC+Rx) 1,120 980 1031 1070 1110 1147 Rx 294 283 355 445 550 670
% total 69 65% 63% 60% 56% 53% Offline 270 235 273 316 358 403
OuthospitalOTC+Rx) 513 520 605 729 872 1,038 020 15 3.9 11 32 62 95
% total 3% 35% 37% 41% 44% 48% Online B2C 22 44 70 97 130 172
Offline pharmacy 467 436 472 524 584 637 OTC 219 237 251 284 323 367
YoY growth 6.4% (6.80 81% 11% 11% 9% Offline 197 201 198 208 226 235
% ouhospital 91% 84% 78% T72% 67% 61% 020 56 12 25 34 39 55
O20Pharmacy 7.1 16 36 66 100 151 Online B2C 17 24 27 42 58 78
YoYGrowth 34% 121% 132% 80% 53% 50% VDS 205 233 268 313 373 440
% ouhospital 14% 3.0 6.0% 9% 12% 15% Offline 121 120 122 124 125 123
Online B2C pharmacy 39 68 97 139 188 250 020 13 2.7 84 16 27 40
YoY growth 30% 74% 43% 43% 35% 33% Online B2C 82 110 137 173 221 276
% ouhospital 7086 13% 16% 19% 22% 24% Total ovhospital 718 753 873 1042 1245 1478
Total 1633 1500 1636 1,799 1983 2185 Offline 8% T® 68 62 5P 5%
YoY growth 6.3 (B81% 91% 10% 10% 10% 020 126 2% 5% 7% 106 1M
Online B2C 1P 286 2P 306 3 3%

SourceNHCBLRI(20219/13) SourceNHSA, MOHRS$,RB(20219/6)

Online pharmacy willlgaof Rxandl1/2of OTC

N2019, [N N anfdi@narketto Bagednarkpet/szes fpfl Rmb1l,633BhodRiAikitug sales will
69, of which Rx was Rmb1,355bn and Of&/RfabAé8another Rmb205bn byegigase from 2/3 of all d
estimat€urrently there are three models servicimghittageoatae B2drugd20 sold to 1/3.

and offline. The market share of each in each product categorg3Desidn in Exhibit

was still the smallesabwoubled in share In 200Qve estimatdine B2C, 020 and

offline constitlt@d,2.46 and®o otheouthospitarugnarket, which in turn constituted

% of the total drug sales i(EX3DIB). We expemtline B2C, O20co#itde to

constitute 36%, 13% and 5186spitalitilg market by 2024 and 51% (pritié% B2C

(020) and 23% (offline) KiF20UBA 63)

Drug O20 will have the fastest growth among out -hospital drug sales
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s rffrrr)l re 9adrwyUs nf & noés/ s Rgnf tiawill shii gll bd @ N
Shiftut of drug sales from
b Fist, we estimathaspital drug sales will incred$eiff@a1® @®®f drug salesnhospital channel will bene

by 203@mid government initiative to separate drug sales fromHuzgpitdl pgremaers, the biggest t
will retain ~1/3otdtirug sajesainigue tim-patiert )drug usage 020.

D Second, we estimate that whidisipitalithannel, online B2C, 020 and offline will each
get 1/3 of market share by 2030 for Rx, mainly because eldetapetpde will likely re
habit of getting their prescripéal byffline pharmacies providing face to face
interactio®r OT@GowevgrN MmN L ONT N r[ 1O N d29Us 1wl N[ sou
reachirap high as 50% by 2080For [ N mN | ¢market sharg wilpbpe N d 29 Us
even higher, perbaapBiras high as 80% by 2030

b Lastly, 020 drug sales represents the bigger growth opp@B&hﬂWsAseE%ﬁbit ®Us {dr £
expect 020 drug sales to @2 fbrhospital maike2019 to 1i80a024nd  Purchase means drug Oz

must be built estieg O20
further to 26% by. 2030 infrastructures of high

Qurrently, speed is the biggest advantage of offline an& @3 0qeherseasidse diftepuency purchases like
buyers buying infrequently of standard products, time to drug is more imporeahetegrquéce, brand
and aritbute. We therédoesee O20 drug sales gainiotiomaedrdine drug sales getting

into mainstream. Young people, repeat purchases, chromtafidtseatiagB2&hts

drug sales suit them just finexd@jotiyfedrug pur@hascasi@mainrepeated.

Meituan and PDD can be formidable players in drug 020

Today O20 drug sales mainly take tlewdoagingfthe inventerisohg offline Grocery O20 operators v
pharmias Thisvill not always be the case if online grocery is of giyngeine. Eesigblished infrastructure
grocery 020 ataoced frtonal wet and super markets, dratoppekiytleethigh ~ €asily add drug 020 busl
frequeneyd Ttdbglthrough forward warekouses leading faser delivenyore  21er acquiring necessary
consistent customer experience and higher profit margMissGesipéviie {iseN I%(fenses and logistics faci
Dingdong (DDL US, NR) and PBpuejaidppted the forward warehouse models,

competimgths 1 ws [ sSf 1 NBrTWEIN]S L OIN dLédmumwUs 3a6d, |
drug O20 busihestly, COVID ushered in new competitors of community group buying,

including Meituan, PinduodaodBYX ( ).Now there are three distinctive models

serving thed@Pocery market, each more granular than its predecessor. We believe all three can
meet the needs for drug O20. A typical offline hédrB&SK @tk igemparing

t0 0.81L.5Kfor community group bayikgr forward warehous@2@Ktbr smart pharmacy has the smalle
supermarkigts HEM#Source: Blue oAgsa result, adding drug O20 present na ctjalleimgering to

to the grocery 020 players. community group buying,

. . . f h
In the early stages of the market, offline pharmacies and drug whgkesaldmsgh On’\éaﬁg%\gaéﬁgtguse and s

*2¥ mMNpuwfsN JoNt weN ewrdlowr [¢] o JoN + diUs.
is a spoff from OTC/supplement maker Renhe Grpapd has filed for IPO. Its

business mainly relies on Meituan, according to oukscloampetitahe akteingfy

take out and grocery O20 leaders will likely enter the drug O20 market. Afig/.thgy-evememitBec
licensing barrier and SKU knowhowsosténfiastructure and high frequency prigh@asiérug retail. As s
flow will become their powefohsvéor competition, in our opinion. These @bER”LADESO be a capak
however, will be deterred by the local reimbursement policy of the natjonghliygslthcare scheme

N
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which we expect big Internet platforms to do on behalfroflibdangneirants.expect

Meitan to be a major force for drug distribution. PDD, with its community group buying business
adding to its O20 capability, can also become a merged B2C+020 player in drug distribution, in
our opimdxhibit 64 shows our calafldtiog O2@rket shares by GMV.

Exhibit 64.Drug O20 market share in 2020, by platform Exhibit 65.Number of pharmacisis China and elsewhere

Others (DDME, No. of pharmacist Pharmacist pel
360KAD) (K) population
6.9% 600 7 3.0
2.46
500 | 483 {25
JDHealth/Dada
8.1% Meituan 400 + 120
70%
300 - 4 15
200 1 1.0
0.41
Eleme (Alibab 100 - 4105
15% 3.1
0 T T T 0.0
China Japan USA Hong Kong
mmm Registerred pharmacist @)—Pharmacist per thousand
SourceBlue Lotus (2021/3) SourceNHSA, MOHRS$.,R8(20219/6)

020 fits with payment a rrangement of health insurance better than B2C

5 ® ¢ mtigidsaltinsuranseheme is balanced onciayldeaéiResidents in differeRiying for Rx drug throug
neroéns fod414 mN N{JOf NN [ néee N Ntgnal healf insurance)
condition. Wealthier patients will purchase commercial health insurance to nii§§8te #Heajap fhedasal
Paying for driligsugh national health insurance online likely will incur two prd@t‘—,‘gkbfﬁ?ér@cﬁ?é'“eme”
for identifying local payment(patioteizatiany another for connecting with locaP REBfA! Processing stan
orsfBwrnN 5N o(paymebt procepdiifg)belieare task of epnneatingf

these two process layers will likely be undertaken by O20 platforislikedilieituan, Eleme

and JBealthThere are plenty of Internet platforms that can do this job.

According to NHSA, in 2020, NHSA paid RriitZBmbnpéiients at 44K medical
institutiorier intecity clearance of medicgl abanpssing 4.9%, 0.2% and 4.3% of the
national totab(rce: NHC, NH&#@gesting Hritgrclearance stitisiainly used to treat

critical, difficult and nicleed wyys Ns ¢ pnpN[rJ BWL e Nmof @r s ¢ Wyl s . |
settlement of medical services.

To balance their budgets, wedatlgxestnsenrit likely be cautious in approving inter

city insurance reimburséieenisuld also expect them to prefer the tax dollar of drug sales to

go to local coffers to help balance the local insurance budget. We therefore believe drug O20 might
stay for a'yéong time, perhaps more than a decade, before gradually merging with online B2C.

Like online grocenyg O20 will see forward warehouses retmieg afflivesi¢ N nr [ U] [ o
infrastructure. However, the market sizes offostdinfiatelialslare ~%ilafrigys, infrastructure for drug 02
which means the 020 infrastructure of distributing drugs will likely exist as ‘4l aBdRferefsiesieom
distributing grocemi@svice versa. one for grocery.

Beneficiaries of drug O20 is Meituan>>Eleme>JD Health>AliHealth>PAGD
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We estimate Meitoanmand&@B0% akug O2@arket in 2@E@hibit 64pingdang Meituan is a hidden chan
MedicdExpress () had the biggest market share on Meitu0%t, atyoatir18f dru@20commanding 7
estimate. All major offline pharmacies, such as LBX (603883 CH, NR), Yifen%O BERIGBHEGT N our
Nepstar (private) and Guoda (000028 CH, NR) conduct business BnHéeaithan;, YORHE and J
Weunderstand Nepstar ( ) has the biggest market &leare qiatfor8o(rce:

Yimign

Qurrently | N drag (8O GMV and revenue are not consolidated into AliHealth, despite the

fact that the| N genethpmanagetyang ( ),used toin AliHealth. &tkbute this

likely to the divided opiti@nimiportance of@R@yvs. B2C within Alilihbdime of Frequently usednatal,
dq ¢3Nuwy [. abie dregr @20 uded seinee,0o8peed sensitive and |pdedyensitive, OTCR#Bd

BNOr mfssNn A} nef & 1, fchoniclSsupplefpnte &€ idaplforBAG N s [ Uf
sensitive customers as wetlaes B2

In2020Mv NS o1 W N J a3 NW| | @USADARBADAUSYRRY mf sd[ NSs nNN.
amounted to Rmb1.GbiMor ~1.6%JafHalth's total. This would give JDHealth/Dada a

market share ofi.ti#ig OR02020 Br [ E®{t oWl 6 r(Exhibi JAliHeakhlkely hasugtbul N [

69. 020 business from Elem
through parent Alibaba
Face to face consultation with pharmacist has val ue through an atemsgth

W[ o sodrwylUs Lwnl re o¢NBWENsals trapssctiofd. N Wi N6 WaE
clerks today and pharmacists in sbeveuanmdrreplaceable pdiftinasgharmacy can
serve not only a node in drug distributionnbdedisbrasieal diseases management,

vaccinatigratient education, primasynieaktrials, etc.

In 2020, thexerd83Kertified pharmacist in China, coBiHEEmy&I11Kn Japant N BN ¢ s U]
and3.1Kin Hop Kon¢Exhibisy. Chinghamnacist dengitg tpoldy comparinghes in China, but there is a la
developed nationg, bt [  r e 9 ® ¢ odaghyploypdzatyiblihgspidss Ph?fmagjﬁks norking in re
which are unlikely to switch to private pharmacy chains, in our view. TREWAER HidduAitete
pharmacist will also slow down the expansion of online pharmacies ireRx dFUSFEAIEESin our v

Online consultaticannot take the role of hierarchical diagnosis

With a strong feedback loop existirmighetha® hospitatseindlearning curves, we

would expect onieelicatonsultation offering an ideal solution to achieve hierarchical
diagnosis ( )é [ 9 @06 [ wUs.Seaan degtgraanp longer needite relecates to

residential communities to act as primary physicians. After being seen by senior %%Ctorfs’rp%ﬂ nts|

no longaeed to flockig urban hospitals to congest the medithéresbalarse of , ,
community hosgit s and

healthcarerespin s [ ow] o©OwWI N MNN[ [ Brfmyqg oy ﬁedi?al@tﬁtiBn eSsaf® N W
But the reality seetssOur tracking of five Internet healthcare platforms showigdighigiogier® igith whom
a lack of senior doctors, doctor aciabépusineéss model lfoemedicabnsultation Patients do not want to cc

Online medical consultation frequency is lopsided

As shown in ExBfpttere are a total 3.2mn doctoes of @hich ~8% are senior doctors,

~20% are junior doctors, ~9% are honorary or retired, and the rest are specialists. If we remove
specialistseggld [ [ s [ ON[ Br [ E{l 47% re s wUs nrpfrBe
chief, retired andégna@nd 53% are junior doctors (Staff). The classification is granted by the

Chinese government.
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Exhibit 66. Chinese doctors by experience, total=3.2mn Exhibit 67.No. of doctors on platforms, Shanghai
; ; Good
Chief and t . :
gﬁie?’r‘,hj‘;i{fgae Shanghai PAGD JDHealth AliHealth WeDoctor
Staff physici
8.3% o Total Nof 1,029 1372 987 5654 12,552
) doctors
Feonorny Effectivélo. of 1,012 842 702 5917 10,954
9.0% doctos
Effective ratio 98%  61% 71%  93% 87%
Chiefand ~ 60%  50% 3% 62% 52%
| associate chie
/ Staff 35% 41% 51% 33% 35%
Residentand 5.2% 9.2% 4.%% 5.2 14%
o / others
Specialsts and Total 100% 100%  100%  100% 100%
63%
SourceNHC, BRI(2021/6/13) SourcePAGD, JDHealth, AliHealth, WeDoctor, GoodRI(202 B8/6).

Effective means No. of consultation>0. After removing duplications

Upon a survey of doctor listing inv&h&mghi39% and 29% of doctors on JDHeattmlamdnber of docto
AliHealth had consultation frequendiestbérztrere fuetiee31% and 30% of docrsedably only half of wha
on these two platforms having less thansiitdiingiace their listing (Bghibit B N1 r 8 N0 m{

yesNwl [ ®eUs 4rf NeeNp[fOUN Bwl d¢r réEm] mMN nfN
consultation business. But based on our observation, majority of online medical consultations

concentratededected few doctors. The pattern of online medical consultation is a replica of

[ r

reeJ ¢ N, [Jodpe rNwrs rrLodrN prrsfLfwf¢rpr nrNsy

Healthcare Q&A U digital consultation Currently onlinedical
Jdudging from the number of the doctors, effe@tioensatiatianyl consultation r s 4 [ wf ¢ r |
frequencies, WeDoctor and Good Doctor significantly outperformed thethistic@bmpaiformediafal
JDHethl, AliHealth and P@ERRIb&7 and 68 resource imbalancaur

However, judging from traffic data from Questmobile, PAGD vastly outperfc\)/lr(FhV\/ed the rest while
AliHealth also outperformed WeDoctor and Good &3pcibH@Eadtbitave both low
consultation frequency and low traffic performance.

According to PAGB|dibecause PAGD relies on its internal doctors and Al robots for service.

Exhibit 68. Distribution of consultation frequency, Shanghai Exhibit 69.Key matrices of Internet healthcare platforms
Consultation JDHealth AliHealth WeDoctor Good Doctor| JD Ali We Good

frequency Data as of C1Q21 PAGD Health Health Doctor Doctor
0 39% 29% 7.3% 13% MAU (mn) 9.84 041 2.08 0.81 1.07
110 31% 30% 20% 18% DAU (mn) 1.05 0.03 0.20 0.08 0.098
11-100 17% 25% 31% 24% Time spehno(mn min' 262.3 8.6 229 17.1 27.8
10%1,000 8.2% 14% 34% 28% Time spehisef day 8.24  8.45 3.91 6.86 9.32
100%10,000 4.2% 2.6% 7.3% 15% (min)
10001+ 1.0% 0.0% 0.2% 1.4% No. doctors (K) 23 110 60 120* 820
Total 100.0% 100.0% 100% 100.0% Consultatidir.(mn) 330 37 66 18 NA
No. of doctors 1,372 987 5,654 12,552 Consultatiddoctaiday 39 0.91 3.00 041 NA

Revenue (Rmbmn) 1,565 1,172 284 1,832 NA
SourceJDHealth, AliHealth, WeDoctor, Good Doctor, Blue Lotus (2021/6/. SourceQuestmobilBAGD, JDHealth, AliHealth, WeDoctor, GoodDocto
data is not available Lotus (2021/8/@vailable for online appointments
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Can I nternet hospital really alleviate Chi naos me d i
The ansveeemw at leastthe shortkwm s r [ L O N [ NQON nasu p 0 [[‘G]d wf ¢r
as thefflinamedical consultatidrish has a publicized figure from NHC each y nsultahon A ps {0 smc

2020. The nunaheonsultasion PAGD, AliHealth and JDHealth has0Sumpa demaie believe it

IN nrr Ul mnNJ ¢ Ny NThE deftnitign g@fconssmlthitmljvnrreqsgreﬁlyﬁrgoprg“r T ML N
companies. WaDoctor, Good Doctor and Chunyu Doctor, onlinensomsakiagon mea

appointment with doctors in the hospital. For PAGD, it means consultation done by internal doctors

and Al robots. AliHealth and JDHealth have a mix of both.

b Appointment makaalgls little valTdehistorical origin of WeDoctoRd8mrdy.qicabasultation done
and ChunyuDoctor ()as N nrnf rsUs wy)r ¢r ] Naddare mowe heheralg s N b
not alleviate the shortage and imbalance of mediChinaswli@eshortagesl health inquiries in na
alleviate, such service tends to Tome dadters receive marengop®ithan theyy s MmN [ n o Wi
can handf@ung doctors receive no appointment regardless dfetlainer Bfffiisal related search.
consultation does not impnovebtreof patients a doctortcanlgémproves the
conveniences of the; patient

b General healthcare @&®&Ipful, but not crititalacknowledge that part of the job
of a primary doctor is general healthcavhicQ&#8 what most online medical
consultation is totlag mix of serious medical consultation and general healthcare Q&A
can only be imgntdhirough better patient education, which coneseligvéme
general health Q&A are substitutes of Baidu search, carried out by certified professionals

b General healthcare Q&A helps sell OTC #ih§i\andelieve online medical
consultatiaalay mostly serves as a precursor for Owbichyyeatassly would
not result in a clinicaleisitis end, omhiedicabnsultation makes business sense as
a complement to the online pharmacy business;

b ydsaUs [ NNoéNpwy n raltthgqitheBA@aq)tualﬂyddpqsonlmej) e e N |5 N(E eBIr
medical consultation bjdissin doctors, even though we still believe ntb& %F’ 'Cal

nrrsfifwlorrs wWeN EN[NBUWY m&quaﬁ”

doctors. In 2020, a team of ~1,800 handled a consultation volume of 3{@2{3

workload of 495 per doctor per day. Apparently, consultation like this II be med caI
nature but PAGD does generate a revenue pé&nixSyltdticm @mparing to a

serious clinical visit registration+diagnosis #88®hiakdx 86nse.

The definitions of omedicalonsultation vaeatlyr among the Internet pl&éorms.

exampl@e, 2020, WeDoctor claimed to have 270K regstevhitidd@0ksare available

for online appointnpentsrming 18mn consultatibisnlorébnsultation per doctor per

day according sopitospigExhib9. The defition of WeDootomedical consultation

likelyfits with the definition ofdsN@zDodamppointment making sexlickearge a

take ratdlHGtated that in 2020, Chinese doctors performed total consultation of 7.7bn times.
TherefoMeDoctor would have a market share off tindytDriz38pent market share of

Good Doctor, another serious medical consultation platform,|tataps wetkés consu

share, then we estimate the combined market share of serious online medical consultation to be

<0.6% re [ r[ wl nrEaidushedfahdefipiionys 1 Ns y3sUs nNe o
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If we only count the serious medical consultation as coastiitaterththeomiaDa@dently online medical
market share of five platforrileetg<b® in IGnaPut in another waybelieve the@nsultation does not cor
currently online medical consultation does not compete against offline medrRgaieshsiiRgiBieddpite
foNn Twsoérfs sfw dsfons or nrnfr s UQSYHOPNPEEY ¢ r ¢
that might sesjgotherwiser examplegading to our tracking, the total number of doctors

featuring on five Internet healthcare platforms (PAGD, JDHealth, AliHealth, WeDoctor and Good
Doctorpfter removing duplicatieiifK, or 18% of the 82.3K elpptévet Shanghai

(Source: Shanghai Municipal Health Yommission

brrN re [ @N ﬁfr1wrtU%GmﬂD$eﬂa{Bﬁ$dﬁmtﬂ sfi11re] rf&8
owie re nprrsfLfwférrs mN¢ [ caccarding fofthen ys N h&dqUs,
compank full 85% of inqumeed [ N N 8 [ wl Nhousereah?,800 dodigissqpr &€ 50 % 1

. ~ related search revenue a
The benchmar k for onl i ne c-celatedwsdatcta t | Oljénchm%gleqr%r%l'hé’a&hé’es h e

At its peak, Baidu generated a search revenue of Rmb57bn, of which ~408gwemWeraieptsalated,
translating to an annual revenue off Rralz&3lbme half of suclersvransferraldettoation pdiit serious
online medical consultation, we would put the short term revenue cap of sueHitalsioesgtati®roblio
12bn. ouwst Ul NUNT

As of 2020, we estimate the combined revenue of the five online medical consultation platforms to
be Rndbn.Therefor@nline medical consultation is about half way to its peak revenue under

the current business model, in olthepiearonline consultation, measured by serious

medical purposes, has even started, in our view.

The silver linia@re doctorumbers and improving habits

In our opinjonlinanedicabnsultation saved the time of the patientthbuimetof

Jon nrpfres. 9eér wlUs &N umeficalmsylation girdéeehtimdted 118%ofdc s [ -
to optimize the deramrguich in our view cannot be éffeotigimg\bIC there ardn Shanghai had featured

only boutof a total d,394ospitals are Classdjitalamong which about halfgRselves on Internet

Class Il Grade A) YetClass Il hospitals contributed 42% of hosp@éldﬁﬂe%ﬁﬁ%ms’ yet they likely

) : " : . condgct only 1% of serio
consultations among hospital®mtirg®2tedical consultation does not solve thﬁé@ﬁéﬁ%ﬁéult;tios ot

The violent solution to resource imbalance may be resource abundance comparabtethe offline.

Chinese patiengsttovisit Class Il Grade A hospitals because they ke gmwod doctors

stay with Class Il Grade A hdespriafsatienfiiow algarovidekese hospitatgood

teaching groundbdgoung doctdmsan environment where privateractideds rare

and referrals in and out of big hospital are also rare, the feedback loop dictates good doctors and
patient flows tend to stay in big Aospithisggy to NHC, an average doctor in Class lli

hospitals consults 6.3 patients fee@asbI8and 4.5 for Siass R010, the WorW@ge”eve onfiadical

of Class Il hospital doctamsdistentben higher than that of Class Il an@Ekhdspials itation are replacing

70. demand that previously d
However, there seems to be a silver lining in solving the issue from a tot3R} &fEBR elirdl st
which is to enlarge the supply of doctors.

In 2020, China giedlda2mn bachelor degree and vocatiodahtsedioahsth ~20%

are destined for clinicgl fields. Each year, ab@&@0B00andidates took the Medical
Practitioners Qualification Exam, of which ~30% pass to become eligible for medical reside
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most of who are medical gilusatesans abot24180 doctors entering the workforce
each yeAiHC data shows the nuraepsteri€&hinese doctors growing@@dHK saxch

year for the pasade (ExhiBjt Whic suggest thestpitéhinese doctors are underpaid and
medical work is taxing, the attrition rate of the professionis¥gasonable at 10

Exhibit 70.Do ct or 0 snatioowide | o a d Exhibit 71. Serious medicalonsutation breakdown
g0 PET I Totakonsultation (bn ~ 7.69 7.93 818 831 872 7.74
g5 82 83 84 .. g, By hospitals (bn) 3.08 327 344 358 3.84 332

7.9

79 78 79

8.0 ¢ Percentage hospitals 40.1% 41.2% 42.1% 43.1% 44.0% 42.9%

S 68 By Class Ill 15 163 173 185 206 1.8

70 r 6.3 hospitals (bn)

23 Percentag@lass Ill 48.7% 49.8% 50.3% 51.7% 53.6% 54.2%
) 5.4 Hospital

55
5.0

No. of internal doctors (

4.5
4.0 : : : : ; ; ; ; \ PAGD 059 080 089 120 141 225
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
] ] ) JDHealth 0.0 0.0 0.0 00 0.07 020
—Class Il Hospital—Class Il Hospital Class | Hospital WeDoctor NA NA NA NA NA 052
SourceNHGC Blue Lotus (2021/6/13) SourceNHG Blue Lotu2021/8/6).

For comparisorgd20JS medical schools graduated 20,88Gtone{Ma&l), mostRyith bachelor and vocati
whom passed Medical License Examingtich (MRISMLPassed-26K domestiglegree can become doct

test takgBource: USHhis means China &8mitsore doctors into practice tﬁ'é{ﬁFlQB standard ekama.
each year admits8x more doctors e:i

year than U8e attrition ra
Judging from NHC data on medicangdmmpittis have been gaining patientisheseonyere.

health stati@ms within hospEdss Il hospitals have been gaining patient share over Class

| and Il hospitéExhibit), which means, instead of diverging patient flow from the Class I

hosipals, more doctors are entering them to debottleneck their workloads.

Younger doctors can be more comfortable of performing consultation online

This mesthatChina is trying to enlarge the supplyvbfidagiqralitZlass Il and

hospitaloctors are taking the consultationlsWaggidtid@tass I/l and health stafitith more doctors joining
doctor§yer timas doctors #gee will sefficient docidth sufficient experjevities Workforce, can online me
by then, might be the opportune time to carry out hierascinaay diagisisied consultation become mor

shownin Extiis oot wylUs 1s8renssodrpwy ndor ordus?ikels | o wpn

of 88%or the last decaelgpite the law of large numbers.

When there are enough doctors around in high quality hospitals, will online medical consultation
be different from the one we saw today?

Exhibit 73 shows that on a per capita basis, @nniesiepadt@osulted and-over
consulted by generalists, which shows the consequence of lacking a family doctor in most cases.

The mix of health Q&A and consultation is a consumer behaviour issue

As shown in Exhibit 73, if we teenpamber oicadesbnsultations in China and physician

visits in US and Hong Kong, we found Chiroesesuliesl @genparing to the Americans

and Hong Kong residents. Each year, a Chinese consults doctor 5.35 times while an American and
a Hong Kong residentresulit doctors 2.68 and 3.40 times, respectively.
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Exhibit 72.Net increase in doctors and nurge®)in China Exhibit 73.Medical consultation comparis@hira vs. US
Net increase (mn) us China HK

0.40 Consultation per ygan) 201 7,740 25
035 L Population (mn) 330 1,445 7.4

Consultatigrer cajpa 273 5.35 3.40
0.30 |

By:
025 General/family or health stt ~ 23% 48/ 23%
0.20 Specialists or hospitals 7% 568% 7%

R A 0, 0,
0.15 Pediatricé ) 16% 5.0% NA
010 Internal medicipe ) 9.2% 13% NA
Obstetrics ) 8.3% 4.5% NA
0.05
0.0 Dermatolody ) 5.6% NA NA
" 200420052006 2007 200820092010 2011 20122013 2014 2015 2016 2017 2018 2019 2020 Orthopedic ) 3.4% 5.9% NA
(0.05)
H 0
¥ Qualified Doctors B Registered Nurses ® Pharmacist B Medical Technologist PSyChlatrV ) 3.4% NA NA
All others 31% 18% NA
SourceNHC, Blue Lotus (2021/6/13) SourceNHC, CDOHHKHKHABIue Lotus (2021/8/6).

Below the line also tells the diffé@thdS8ahtd Hong Komigly 23% physician visitSranese is ab&xt @verly

to general practiézmily doctors while in ©%naf medical consultatiomeattht¢onsulted medically comy
stations. We believe this shows the absence of an effective family practit¥Bl¢#G88sonal health
profile leading to duplicatingclirsitatéaciliti®githin specialist visits it is also worthwhile

Jr o rN[pJorr [ owl wsicam \dshsr auhirkof speciplisasdsits dr N8 ¢ pwr s U
child or chitath related [ @ I N [ ]t W [N[J® re sy NsNUsS [ NT
specialist visits arerelaitddVe believe this also suggests that Chinessudiel over

medicalicomparing to the Americans.

Ironically, despite being overly consulted and overly medicated, Chinese patients still have low
satisfactioill it change? We believe:

b The nubrer of medical consulsgtiong 4 4 ¢J NJt pr N nClinese gagentsag kel U s
is better organiaék believe ghyduct of hierarchical diagnosis, if achi&%ﬁ‘,miéef if health refol
NN N [ ON [ [T MNB e CEN[NBU.].{ThiG)ﬁuﬁ??STTU h&dqUs ¢
reduction will be achieved through dedicated family doctors who are familiar with the

Tw/ o¢NpfUs pnrordpwy odsfret, ws [NLL4 ws mN[ ]S
diagnas

b The pricing power of online medical consultationaketity tm phevide must
UL N sSNBELONN [eN[ 9®¢[ worgopmgybagkiwih st s/ N mNpr
an existing monetizable s&iabal evidence shovestitleas tendbemver
consultexhd overN N ¢ p wf N n  [medical repoesnare mat £ffedtively U s
allocated first to the true needs and second to Tredakititeyogpayneither, which
is a persistent criticighre deveridge Modeb ® ¢ ongulfationr gnak ever
medication of its patients aetxatwhoow doctor pay and low drug authenticity,
leading to low patient satisfaciioouBeitbys N | ¢ I NJ T [ r GEN[] wWynNnNBNSSNTI
upcoming health reforms.
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Valuation has crossed the reasonable line

As shown in Exhibit 74, USpb#Hlimacies (Walgreens and CVS) and drug @hiodssalelise pharmacy
(Amerisource Bergen, Cardinal and McKesonjoanatéiiofy iPx while Chindrading at-26 timékse PE
offline pharmacies (YiBg, DSL and Yaxd@Yraded at significantly higher PE ruliplef their US

than Chinese drug wha8sedehsarm and Shanghai BitaBhiajese online pharmggiserparts aid 6f their
(AliHealth and JDHealth) are traxlioigtiaé ®E multiples of offline pharmeaes dridnR§e counterparts.

of the PE multiples of drug wholesalers.

Exhibit 74. Digital healthcare comparison table

Sector Price Mkt Cap PE (consensus) PS (consensus) EV/EBITDA (consensu

Ticker (Local) (USsm) 2021E 2022E 2023E 2021E 2021E 2022E 2021E 2022E
China Health Information Systems
Ping An Healthcare 1833 HK  55.2 8,141 (32.7) (40.7) (632) NM 584 4.44 (169) (208)

YIDUTech Inc 2158 HK  30.4 3,808 303 (39.1) (57.6) NM 17.2 10.6 (390) (465)
Winning Health 300253 CH 14.4 4,773 49.6 36.9 27.8 15 10.5 8.31 277 208
Medlive Technology 2192HK  33.0 3,021 193 92.8 60.2 2.4 54.6 312 1,128 538
Average/Total 19,743 86 1.2) (22) 0.7 17 11 95 (43)
China Healthcaf@istribution

Alibaba Health 241 HK 121 21,018 265 141 85.2 3.5 5.71 3.88 3,397 1,539
JD Health International 6618 HK 775 31,746 312 185 106 4.4 7.14 5.01 (7,475) 3,866
Laobaixin@-BX) 603883 CH 47.5 3,011 25.5 21.7 17.5 1.2 1.15 0.93 117 94.9
Yifeng Pharmacy Chain 603939 CH 51.2 5,703 374 28.9 22.6 1.3 2.26 1.79 156 121
DaShenLi(DSL) 603233 CH 42.1 5,157 26.2 20.3 15.9 0.9 1.87 1.48 122 92.7
Yixintangy XT) 002727 CH 28.9 2,669 17.3 14.0 11.4 0.7 1.16 0.96 88.6 72.9
Singharm 1099 HK 21.1 8,465 6.7 6.0 5.6 0.75 0.10 0.09 47.7 44.0
Shanghai Pharma. 2607 HK 16.2 7,908 9.6 8.7 7.6 0.77 0.23 0.21 529 46.6
Average/Total 85,676 188 109 65 2.82 4.42 3.11 (2,902) 1,838
Global Health Information Systems

Cerner Corp CERNUS 745 22,021 22.4 20.6 19.0 2.6 3.80 3.61 12.1 11.2
Allscripts Healthcare MDRX US 14.3 1,793 15.7 14.4 12.0 1.1 1.19 1.16 7.7 7.3
Changéiealthcare Inc  CHNG US 21.7 6,758 (149) 255 45.8 NM 1.98 1.89 12.3 10.2
Evolent Health Inc EVH US 26.0 2,266 (164) 1,976 115.6 NM 2.56 2.25 44.8 333
Health Catalyst Inc HCATUS 547 2,730 (128) (186) (434) NM 11.44 9.40 (251) 4,746
Signify Health Inc SGFY US 242 5,475 (229) 89.4 48.6 NM 7.23 6.05 34.6 27.0
Premier Inc. PINCUS 38.6 4,738 247 28.0 17.4 1.3 2.87 3.39 11.9 104
Average/Total 45,781 (51.2) 148 3.81 144 414 3.81 0.53 296
GlobaHealthcare Distribution

Walgreens Biso WBA US 49.2 42,540 10.9 10.4 9.7 1.9 0.32 0.31 11.3 12.2
CVS Health Corp CVS US 84.5 111,517 10.8 10.2 9.6 18 0.39 0.38 9.74 9.38
AmerisourceBergen ABC US 123.6 25,691 15.3 121 10.8 0.8 0.12 0.11 9.94 8.92
Cardinal Health CAH US 53.0 15,379 17.3 10.8 9.8 0.5 0.09 0.09 7.60 6.62
McKesson Corp MCKUS  206.0 31,869 145 9.1 8.3 0.5 0.13 0.12 9.23 6.60
Matsumoto Kiyoshi 3088 JP 5300.0 5,262 233 16.4 14.6 0.9 0.91 0.62 11.1 9.47
Zur Rose Group Rose SW 401.0 4,579 (27.8) (45.4) 1818 NM 2.38 1.70 (49.6)  (161)
Shop Apotheke Europe SAE GY 144.6 3,092 (69.9) 477) 88.3 NM 2.38 1.83 505.9 79.8
Average/Total 239,929 10.7 3.14 14.0 135 0.37 0.33 15.1 6.9

SourceBloomberg, BLRI (2021/9/14)
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Because there lacks a credible online pharmacy comparable in the developed market, we have to
reason that the high multiples ofof@in@epbarmacies are justified bec £ érluation gap refl
overwhelming sales force acts as a form of primary doctors when it comes to. k%g&éﬂﬁrrﬁﬁ SHEh
they can enjoy a higher gross margin than their US counterparts. Such ph%gm%[@qawng%\l,g}mﬁgly
to last farer, will probably persist for a fairly long period of time. To chang@dhig e rmsangon
hierarchical diagnosis will cost money. industry.

W mNLONIN Ll Twifworrs re sedrwls nsfcE [aor.
facilities are congregated in hospitals, especially Class Ill, urban hospitals with drug sales also done
there. The role of a wholesaler is limited.

Thecurrenfvawf ¢rr BNe 4 NpPfs TwslNfUs NIYNDJ W Odrr [ ow
nef e nésfomf [ oérr Jwrnspwyy N ¢ mrfo N[ Wl wrn
Imilay, traditional EHR/EMR companies like Cerner and falsenBts maepde We believe medical big d

of 1820x while their Chinese counterparts like Winning have 2x the multiple, préduinably @ |
BNWS [ WML N GEOL N[ 5 YDWmstq hyfdds tofneg@ipsg RHR/ENR\E@Rp 6 §
We believe medical big data builds on the foundation of EHR/EMR. It is unlikely that EHR/EMR
companies will not enter the field of medical data down the road. We doubt there will be much
obstacle to stop #varapt in splecfields like cancer.
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Important Information

This publication has been produced lBi&ioekbativdsors Limited (Blue Lotus), which is authorized and regule
and Futures Commission (SFC), registered institution under the Securities and Futures Ordinascd KRRQ K
SAR) to carry on Type 4damvisaturities) regulated activities with Central Entity number BFT 876. This dc
nosnfiwNn rs nésfsomf [ Nn or 3rr & dr & r [licaNon haye
beereviewed by any regulatory authority. Information on financial instruments and issuers is upttategbark
events.

Analyst certification

The following analysts hereby certify that views about the comEarepsrdiacuasaelin rifiect their personal
companies and securities. They further certify that no part of their compensation was, is, lmkeil toethtirep
recommendations or views in this report:

Tianli We is employed by Blue Bloarebedgyvisors Limited, which is authorized and regulated by the S
Commission (SFC).

Blue Lotus rating system:

Buy:The stock is expected toasodubeturn of more th&0%bwithin 12 imont
Hold The stock is expected todfimodubeturn dietwedr 5% within 12 months
Sell: The stock is expectedriedatine absoaiten within 12 months

Blue Lotus equity research rating system is a relative systehpérthcatingexquitest a specific benchmark ic
individual stock.

Disclaimer

Generallhe information and opinions expressed in this publication were produced as of the date oéwarititt
notice. This puidicas intended for information purposes only and does not constitute an offer or an invitatic
to buy or sell any securities or related financial instruments or to participate in any partidslativadiDpistost
comments of the authors refleettitairesus, but not necessarily of other Blue Lotus entities or any other thi
entities may have issued, and may in the future issue, other pulsiisizinvsitinahederéaotndifferent conclus
information presented in this publication. Blue Lotus assumes no obligation to ensure that sutthtbthattpoty
any recipient of this publication.

Suitabilitynwestments in the asset classes mentioned in this publication may not be suitable for all recpies
without taking account of the objectives, financial situation or needs of any particular imyestans8etfore en
should consider the suitability of the transaction to individual circumstances and objectivesth&nyl@cisistms
only be made by the client after a thorough reading of the releggrsyrechimideraysfement, information

prospectus or other offering document relating to the issue of the securities or other financisth @t moicnest
isolation without reference to the full re¢iéanciladypeytvhich may be provided upon request. Nothing in this
investment, legal, accounting or tax advice, or a representation that any investment or stratedydisic
circumstances, or otheowstitutes a personal recommendation to any specific investor. Blue Lotus recomme
assess with a professional advisor, the specific financial risks as well as legal, regulatorgeqreshitéax and :

Information / forecasts referrédthtough the information and data herein are obtained from sources be
representation is made that the information is accurate or complete. In particular, the infoforatitay prot/iste;
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material information on the financial instruments or issuers of such instruments. Blue Lotugonspsunissdd
accept liability for any loss arising from the use of this publicatioor theoprtahictmmradgtis publication are e.
international media, information services, publicly available databases, economic journals andcoews
information, publications of rating agencies. Rasaigscanthapgat in this publication are clearly marked as suc
data used for this publication relate to past or present circumstances and may change at ametiteeaithm
this publication regdirdngial instruments or issuers of financial instruments relate to the time of the produ
statements are based on a multitude of factors which are subject to continuous change. A siate mmeiyk s
become inaccurate without this being published. Potential risk regarding statements and ex@itatinay &
from issuer specific and general developments.

RiskThe price and value of, and income from awesissehtdaas mentioned in this publication may fall as we
may not get back the amount invested. Risks involved in any asset class mentioned in this pnbteatarilynia
to market risks, aiski#t, currency risks, political risks and economic risks. Past performance is not a relic
Performance forecasts are not a reliable indicator of future performance. Particular risks imeomsdetiod imil
publication are disclosed prominently hereinabove in the text of this publication. Any investmitiarebghldee
of the current prospectuses and/or other documentation/information available.

MiscellaneoBtie Lotus has the right to terminate or change the contents, product or service provided by
notice. Blue Lotus and its staffs, analysts or directors may provide investment, consultancyiesnattiensdrivi
contents, or trade (no matter whether he/ she is on be behalf of trustees) or possess the sesuAtigspaf tom
read the information in this report, has their own responsibility to coreplawstarttiegeg@patioals of their jurisdi
investors have any questions on the contents of this report, please consult their lawyers, acnsutiantss or ¢

© Blue LoBlsomberg Advisors Limited, 202
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