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Life Sciences Industry in China P\ cronus ivvestaens

Building the Life Sciences Industry C Top Strategic Objective

e China is now theecond-largest pharmaceutical market in the world

* Anageing population, agrowing urban middle class, an estimated 129.3
million of diabetics in 2014 per World Health Organization, and a huge
population of other chronic diseasemnongother factors contribute to
the greatdemand for healthcarservices andife sciences innovations

* A newgeneration of Chinese life sciences companies are now competing
to come up with thenext breakthrough “made in China” medicine
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growth rate (CAGR) of about 12%, reaching USDL1 trillion by 2020, or up
about 180% frondSD357 billion in 2011 (McKinsey & Co)

* A Chinese government initiative knownHealthy China 2030 pledges to
build a new ecosystem that will ensunealth2 ¥ / KA Yyl Qa LJ2 LJ
next12 years By 2030, the size of China’s healthcare market is expected

to hit USD2.3 trillion ,



Healthcare Spending in China P\ ceorus vvestumrs
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Source: National Bureau of Statistics of China

« Accordingo statistics compiled by the National Bureau of Statistics of
China, total healthcare expenditure in China was neRiMB4.1 trillion in
2015, up 16% YoY, whileper capita spending on healthcare also increased
drastically to RMB3,000 in 2015, up 15.5% YoY



Healthcare Expenditure as Percentage of GDP ﬂ CEDRUS INVESTMENTS

Healthcare Expenditure as Percentage of GDP in 2013
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Healthcare expenditure in China still has substantial room for growth, as
healthcare expenditure as a percentage of its G[&3tisnated atabout 6%,
compared to the around 17.9% for the U.S. in 2016
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H N1 obuéprintin which he proposed aational strategy in increasing
healthcare awareness and services across the nation 4



Leveraging China’s Life Sciences Opportunities [\ crorus ivvestaenes

China now needs to finance and manage progranprégent chronic
diseases such as diabetes, cancers, asthma and coronary ltkseasesand
care for people with these diseases

By2050,shareof population>65 years old in China is projected to reach
34%, comparable with Denmark and much higher thha 26% in U.S.

| & LI NI ofall heakthtafelreinim, China Food and Drug -
Administration (CFDA) h&genstreamlining approval process for drugs
and medical devicepromoting manufacturing technigue upggadasd

spurringinnovationsvia increased R&fax credits .

.. & .
Policies enacted to allow féree flows of investment out of China to
acquire technologieqrotection of foreign IP in China, as well as consistent

and timelyapprovals
- -

A growing number of Chinese companies and VCs¥are irgsting in
Western life sciences SMEs for the benefits of the Chinese market




Important Developments of CFDA in 2017 '_‘ CEDRUS INVESTMENTS

Decision on Change of Several Issues Regarding the

Administration of Imported Drug Registration (published on
17 March2017, Draft Decision

RelevantPolicies tcEncourage Innovation and
Accelerate Review Process for Drug and Medical Device
Market Approval (published on 11 May 2017, Orde?)

RelevantPolicies tcEncourage Innovation and
Reform Clinical Trial Management (published
on 11May 2017, Order 53

RelevantPolicies tcEncourage Innovation
and Implement Administration on Life
Cycle of Drugs and Medical Devices
(published on 11 May 2017, Order)54

RelevantPolicies tcEncourage Innovation and Protect
Innovators’ Rights (published on 1May 2017, Order 55



The Transition to Innovation in China [ ceorus ivvesnenrs

Focusing omleveloping innovative * As China becomes an increasingly
therapies and shifting awayrom its innovationcentric powerhouse,
manufacturing capabilities of generics domestic companies are looking ddd
and active pharmaceuticaigredients novel and breakthrough therapies to

. . their portfolios
Results of dramatic increase in P

pharmaceuticaR&D spendingt CAGR
of about 16.5% from 2012 to 2016 and
supportivereforms by theCFDA are:

FIGURE 1 | Chinese Pharmaceutical R&D Spending, 2000-2016
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breakthrough in cloning research, 7w
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A U.S. isjustaboutto launchits first >
CRISPR gene editing clinical trial; ™
China has already administered .
the procedure taB86 individuals R
across 11 Chinese clinical trial Source: The Brookings Private Sector Global Health R&D Project

sites, Wall StreetJournal reported
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Cross-border Cooperation Helps the Transition ﬂ CEDRUS INVESTMENTS

Life Sciences Industry is being Built in part through Cross-Border Collaborations
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Position in the Global Life Sciences
Industry GreatlyEnhanced by
CrossBorder Learning and
Transactiong XioHug July 2016)

Wide Range of Collaborations:

e M&A
CFDA ,
e Joint Venture
35 B i 2 s o 1 PR )R . .
China Food@#nd Dific Admiuistrabtjon ° LlCenSIHg

e Co-development
 Marketing and Distribution

EDA



Booming Cross-border Collaborations[ { ceorus iwvesmuexrs

Heating Up both in Investment and Asset Development

Investment and JV Asset
PD-1 mAb PD-1 mAb
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. ) start to develop drugs for global markets
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SOURCE: Press Search, Clinicaltrial.gov, Pharmaprojects, team analysis McKinsey & Company



Rising Interest in Pre-clinical Innovative Assets [/ \ ceorus investuents

In 1H 2017, Nearly Half of the Partnering Deals were in Pre-Clinical Stage

Pharma Partnering by Stage - 2017H1 (# of deals)
2017+1 [ e%24% L 8% 12%
2016 45%

2015 | 29%
2014 31%
2013 32%
202 [N 7% 1% 24%
W Preclinical M Phase I ®WPhasell ¥ Phase III Marketed

Source: ChinaBio® Consulting
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Achieving Strategic Goals in Cross-border M&A
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* |dentify potential partners

» Conduct due diligence on
potential partners such as
whether they have made
overseas investments before

Know Your
Potential
EENES

Safeguard the
Company

* Design appropriate
corporate structures of the
collaboration to maximize the
company’'s
respect to aspects such as
CFDA regulations and
approvals, taxation, IP
protection and legal system

+ Conductin-depth analysis and  « Set milestones for Chinese
valuation assessment partners

« Create product-specific « Structure termination and exit
valuation models in relation to mechanisms
the commercialization rights to
be assigned to the partnership

Well-defined
Agreements

Maximize
Valuation

Smooth
Operations in
China

Minimize Risks

+ Identify potential issues
and prevent them

» Determine financial
commitments by the Chinese

partners (for example upfront * Quality control on R&D,
pot ent capilalinjggtienhfollow-on capital laboratories, manufacturing
investment and royalties) and the like
» Training for Chinese
partners
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Key Characteristics in Capital Raising in China
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An Ongoing Process and Requires a lot of Preparations

Due diligence andecision
makingmay take one to
three months

Some Chinese funds/
companies may not have
an offshore structure to
make investments
overseas

Theprocess of transferring
capital from Chinabroad
may take some time
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Conclusion on Cross-border Collaborations '_‘ CEDRUS INVESTMENTS

Opportunities for Collaboration are Enormous

» Collaborations help propel China into a leadership positigherglobal life
sciencesndustry

e /| KAYI Qa GKANAR(G T 2stlationsagdsdesice koddtably A F
improve healthcare delivery to its aging population whilmanaging costs,
make it anoptimaltime to foster crossborder collaborations

* Opportunities in China ar@gbundant for Australian life sciences companies,
especiallythose withproducts/technologiesargeting Asians/Chinese
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Life Sciences Parks P\ crorus ivvestamns

Cedrus has been approached by a number of partigsitbly establisHife sciences
parks, first in Beijing, then in other major cities@hina

These life sciences parks will consist of:

. General hospitato partner with leading hospitals the U.S

. Oncology unit (leading physicians fraround the globeo join)

. Medical schoo(in partnershipwith one of the top universities in China)
. R&D incubation center for preclinical and clinical tests

*  Laboratories fully—equped Wlth stateof the-art ggulpmentfor teachmg
L,;; wand?e;ea;éh pmrposes o B, M 4 S &3&:

'l
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Extending R&D Efforts to China P\ ceorus investments

* Being approachelly a number of entities, Cedrus is considering setting up
a fund to invest in early-stage life sciences companies (start-upsand
companies in the preommercialization phasautside China and help
them extendtheir R&Defforts to Chinawith the following assistance

* Providefunding to thesecompanies
o Offerstate-of-the-art R&D and laboratory facilitates in China

« TheChinese generddospital acts as eecruiter for clinical trials

* Joint development with China’s medical school and/or Chinese
partners

e Setting up wholly foreign-owned enterprises (WFOEs), applying
for licenses and getting CFDA approvals

 PotentiallPOs in Hong Kong and/or Shanghai and Shenzhen (For
Chinesamajors such as Shanghai Fosun Pharm and Ji&iegsgrui
Medicine, their stock pricesurgedbetween 76080% in 2017)



Contact Information P\ crorus investaens

For more information, please contact:
Olivia Lam
Executive Director
+85235192835

olam@cedrusinvestments.com
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Thisis a presentationof CedrusinvestmentsLimited and is for informational purposesonly. It is not intended to be, nor
shouldit be construedas,an advertisementor an offer or solicitationof an offer to buy or sellany securities Theinformation
herein, or upon which opinions have been based, has been obtained from sourcesbelieved to be reliable, but no
representations,expressor implied, or guarantees,can be made as to their accuracy,timelinessor completeness The
information and opinionsin this presentationmay not be current as of the date this presentationis viewed We do not
endeavorto update any changedo the information and opinionsin this presentation Thevalue of securitiesmentionedin
this presentationmaygo up or down, and investorsmay realizelosseson anyinvestments Pastperformanceis not a guideto
future performance Futuretermsare not guaranteedandlossof originalcapitalmayoccur
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