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China - Strong Growth So Far, But Still Underpenetrated

The China pharmaceutical market has grown at healthy pace of 22% CAGR over the
last 10 years." This was driven by favorable dynamics including growing per capita
income thereby increasing affordability, rising disease incidence driven by lifestyle
changes, an aging population, and early detection of diseases (leading to longer duration
of treatments), among others. Even after this high growth phase, China remains an
underpenetrated market for various therapies and we continue to expect modest to
strong volume growth over the ensuing years.

Healthcare Demand in China

Source: Forbes, SCMP, WHO, Mirae Asset
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' National Health and Family Planning Commission of the People's Republic of China, Citi Research,

Mirae Asset Global Investments (2015)
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Overall China Pharmaceutical Market Trend

Source: National Health and Family Planning Commission of the People's Republic
of China, Citi Research, Mirae Asset Global Investments (2015)
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Growing incomes, rising lifestyle diseases that are detected earlier, and an aging
population are driving pharmaceutical sales in China.
* Government reported growth rate

Percentage of Population Affected by Select Diseases
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We Prefer Chronic Therapies

Given the nature of diseases, the treatment for chronic therapy
treatments usually span over a number of years. Patients in
general tend to stick with same brand that they have become
accustomed to. Select products in these therapies are complex
in nature — such as inhalers, extended release products,
oncology, long acting injectables — implying low competition
and better pricing power. In addition, the incidence of lifestyle
driven diseases is increasing at a faster pace than overall industry
growth. This coupled with aging population implies a sweet spot
for companies present in chronic therapies.

The therapies include those that treat cardiovascular, hyper-
tension, diabetes, and central nervous system ailments among
others. The charts below highlight a percentage increase of
the population impacted by select diseases over time.

Lipid Regulators Growth vs. Overall Market Growth

Source: Citi Research, National Health and Family Planning Commission
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Better standards of living and sedentary lifestyles are driving the incidence of related diseases in China over the past two decades.
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Cancer Incidence by Age
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Drug Development and Approval Cycle in China

Source: Citi Research, National Health and Family Planning Commission
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As the age pyramid in China shifts into the elder years, the population is facing new
health issues.

Longer Development Cycle for New Chemical

Entities & First-to-Market Generics...

Typically a New Chemical Entity (NCE) takes about 7-14+ years
and FTM (first-to-market) generics take about 5-9 years for
their respective development and approval cycle. In addition,
a NCE would enjoy patent protection for several years. Near
term companies whose product portfolio consists of NCEs/FTM
generics would be more resilient given patent protection and
gradual build-up of competitive intensity. At the same time, mid-
longer term companies, which continue to invest in their R&D
pipeline (NCEs/FTM generics), would benefit from the mid-to

long-term trends of mushrooming patient numbers.

Source: Citi Research, China Food and Drug Administration, Mirae Asset Global
Investments (2015)
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The multi-year nature of the drug pipeline in China enables first movers to capture
profits with greater visibility of new entrants.

....However, We Remain Cautious on Tenders

China follows a tender mechanism for the procurement of
drugs in public hospitals. As a background, every province
follows a tendering process every 3 years or so, favoring lowest
price bidders. Public hospitals (pharmacies dispensing drugs
in hospitals) can purchase only from the winning bidders. We
have witnessed severe price cuts in acute therapies, where
competition has stepped up.
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How to Identify China Healthcare Winners

The overall industry is benefiting and evolving off the back of
fundamental drivers such as growing per capita income, lifestyle
changes, an aging population, and technological advancements.
The key to capitalizing on this investment theme is to identify
companies with the following:

¢ Focus on high growth therapies. The diagram below
highlights high potential/ high growth therapies, including
central nervous system, respiratory, biologics, anti-cancer, and

cardiovascular, among others;

¢ Presence in complex products, with some technical and/
or manufacturing knowhow as an “economic moat” to new
entrants, implying lower competition;

e Products with exclusivities/patent protection. This
reduces the risk of severe price cuts/erosion and provides high
earnings visibility in the near term. Overall the development
cycle for a NCE can be 7-14+ years and for a FTM generics
could be 5-9 years. This provides moderate visibility for the
medium-term;

e Strong R&D capability and ample pipeline of products.

China Pharmaceutical Market Landscape
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Implementing the above framework, we have identified two key
winners in the Chinese pharma space:

e Luye - Focus on high growth and complex therapies —
oncology, central nervous system, and cardiovascular. In
addition, it has over 80% of 2013 revenues contributed by
7 significant drugs, most of which enjoy patent protection,
exclusivity, and low competition (as per company disclosures).

e CSPC - Business model shift from low margin (antibiotics) to

high margin product portfolio, including CCV (cardio-cerebral
vascular) and oncology.

Luye Revenue Breakdown by Therapy

Source: Mirae Asset Global Investments, Luye Company Filings (2013)
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Note: Figures may not sum to 100% due to rounding.

CSPC Revenue Breakdown by Therapy

Source: Citi Research, Mirae Asset Global Investments (2015)
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The pharmaceutical lifestyle commences with high potentials characterized by meteoric growth
that reap benefits from an expanded market share and eventually slow down into maturity.

Source: Mirae Asset Global Investments, CSPC Company Filings (2013)
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High Contribution from Chronic Therapies
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Disclaimer

This document has been prepared for presentation, illustration and discussion purpose only
and is not legally binding. Whilst complied from sources Mirae Asset Global Investments
believes to be accurate, no representation, warranty, assurance or implication to the
accuracy, completeness or adequacy from defect of any kind is made. The division, group,
subsidiary or affiliate of Mirae Asset Global Investments which produced this document shall
not be liable to the recipient or controlling shareholders of the recipient resulting from its use.
The views and information discussed or referred in this report are as of the date of
publication, are subject to change and may not reflect the current views of the writer(s). The
views expressed represent an assessment of market conditions at a specific point in time, are
to be treated as opinions only and should not be relied upon as investment advice regarding
a particular investment or markets in general. In addition, the opinions expressed are those
of the writer(s) and may differ from those of other Mirae Asset Global Investments’ investment
professionals.

The provision of this document shall not be deemed as constituting any offer, acceptance, or
promise of any further contract or amendment to any contract which may exist between the
parties. It should not be distributed to any other party except with the written consent of
Mirae Asset Global Investments. Nothing herein contained shall be construed as granting the
recipient whether directly or indirectly or by implication, any license or right, under any copy
right or intellectual property rights to use the information herein. This document may include
reference data from third-party sources and Mirae Asset Global Investments has not
conducted any audit, validation, or verification of such data. Mirae Asset Global Investments
accepts no liability for any loss or damage of any kind resulting out of the unauthorized use
of this document. Investment involves risk. Past performance figures are not indicative of
future performance. Forward-looking statements are not guarantees of performance. The
information presented is not intended to provide specific investment advice. Please carefully
read through the offering documents and seek independent professional advice before you
make any investment decision. Products, services, and information may not be available in
your jurisdiction and may be offered by affiliates, subsidiaries, and/or distributors of Mirae
Asset Global Investments as stipulated by local laws and regulations. Please consult with
your professional adviser for further information on the availability of products and services
within your jurisdiction.

United Kingdom: This document does not explain all the risks involved in investing in the Fund
and therefore you should ensure that you read the Prospectus and the Key Investor
Information Documents ("KIID") which contain further information including the applicable risk
warnings. The taxation position affecting UK investors is outlined in the Prospectus. The
Prospectus and KIID for the Fund are available free of charge from
http://investments.miraeasset.eu, or from Mirae Asset Global Investments (UK) Ltd., 4th
Floor, 4-6 Royal Exchange Buildings, London EC3V 3NL, United Kingdom, telephone +44
(0)20 7715 9900.

This document has been approved for issue in the United Kingdom by Mirae Asset Global
Investments (UK) Ltd, a company incorporated in England & Wales with registered number
06044802, and having its registered office at 4th Floor, 4-6 Royal Exchange Buildings,
London EC3V 3NL, United Kingdom. Mirae Asset Global Investments (UK) Ltd. is authorised
and regulated by the Financial Conduct Authority with firm reference number 467535.

United States: An investor should consider the Fund’s investment objectives, risks, charges
and expenses carefully before investing. This and other important information about the
investment company can be found in the Fund’s prospectus. To obtain a prospectus, contact
your financial advisor or call (888) 335-3417. Please read the prospectus carefully before
investing.

India: Mutual Fund investments are subject to market risks, read all scheme related
documents carefully.
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