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Introduction

Since about 2022, we have received a growing number of inquiries from global and regional executives
about where they should invest next, many times this question can be phrased as “what is the next
China". While we believe the boom in healthcare in China was a singularly unique event, when we look
around the world, two geographies stand out: India and Southeast Asia.

Our analyst team today forecasts healthcare financing in Southeast Asia to grow 68% over the next
five years, a figure that far outpaces most developed and developing markets. However, given the
nature of Southeast Asia (there are 11 countries and over 1,200 languages spoken, and approximately
8.5% of the global population), it is important before embarking on large new investments to have a
very nuanced understanding of the individual markets, and a well-developed prioritization of where
to play and how to win. The opportunities are massive and will only continue to expand as the local
populations continue to grow while aging. Meanwhile the local economies are among the fastest
growing in the entire world, providing new purchasing power to governments and private individuals.

However, we also know that there are numerous challenges facing patient access to life saving
technologies, including a shortage of healthcare professionals, underdeveloped health insurance, a
shortage of hospitals and clinics (including key medical equipment), underdeveloped health IT systems,
and of course gaps in areas such as regulatory regimes.

Today, the Southeast Asian healthcare markets are undoubtedly at a transformative moment, marked
by increasing public and private investment, digital advancements, and an evolving policy landscape.
This white paper aims to provide a strategic overview of the market developments, opportunities, and
potential risks within the region, focusing on actionable insights for private sector actors to collaborate
to break down barriers to access while growing their regional presence and contributing to overall
global performance.
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Overview of Our Methodology

In this white paper, which was ideated and executed by FrontierView's Southeast Asia Healthcare
analyst team with full editorial independence and sponsorship from our partner €z DKSH, we will bring
you a lot of data, curated in a way to provoke new insights and ideas regarding potential investments
and investment strategies. However, we will also focus on the stories, perceptions, and understandings
that key actors throughout the region have of their own reality and how that is driving behaviors.

We gathered this information via several means, first and foremost, FrontierView's dedicated healthcare
research practice gathers, distills, and analyzes key data across global healthcare markets, including
Southeast Asia, on an ongoing basis. In as much, we leaned heavily on our Southeast Asia analyst team
for their insights and suggestions regarding the data sources, data trends, and data quality.

For the stories, perceptions, and key understandings, we talked to many actors, including nurses,
pharmacists, general practitioners, surgeons, hospital executives, medtech leaders, pharma leaders,
diagnostic leaders, and of course patients, across the region. While this is not designed as an academic
paper, meaning our sample size and interview methodology cannot allow us to make statements of
causality, we do believe the quotes and anecdotes that we share throughout this white paper will help
paint a picture of the evolving story on the ground, and help guide thinking on new investments to
break down access barriers.

Finally, at the end of June 2024, FrontierView together with DKSH hosted an executive roundtable in
Singapore. For three hours, we facilitated an interactive conversation with industry leaders to pressure
test investment assumptions, discuss perceptions from corporate centers, and brainstorm together
on the opportunities to accelerate investment in regional healthcare systems. Here we share some
key benchmarking conducted during that session, in addition to the central overarching ideas that are
driving investment hypotheses for the region from some of the world largest healthcare firms.



Southeast Asia Healthcare Markets
Growing Role in Global Portfolios

Lest we forget, Southeast Asia’s 11 countries represent approximately 8.5% percent of the global
population. However, from a healthcare expenditure perspective, for the five markets of Indonesia,
Malaysia, the Philippines, Thailand, and Vietnam, we see well below average figures at 249 USD per
capita (compared to 1,533 global), with total spending amounting to 149.4 USD billion or 1.4% of the
global total.

That said, our forecasts show that financing growth in the region as a whole will grow 68% over the next
five years, taking per capita spending in USD to 418, while the population reaches 629.5 million.

This contrasts specifically to a slowing China, where the economy has gradually shifted from 6.0%
percent growth in 2019 before the pandemic, to a forecast 4.8% in 2024 and 4.5% in 2025, with APAC
outside of China now representing the bulk of global growth. As such we have seen a significant
increase in foreign direct investment inflows to Southeast Asia, which represents the bulk of this
growth along with India.

Indeed, it's not just the overall economy, rather with slowing local government revenues in China and
a shrinking but quickly aging population, we have also Chinese public health authorities put pressure
on pricing and thus margins by leveraging centralized procurement methods. With the opportunity in
China becoming more challenging, struggles persisting throughout Europe with disruptions such as
large doctor strikes and budget constraints, and a mature US market, healthcare firms are looking for
the next investment opportunities.

China’s contribution to global growth Global geopolitical tensions and supply
continues to slow chain risks have led to a major increase
Contributions to global GDP growth, % in investment, particularly in Singapore,
Indonesia, and Vietham
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Southeast Asia clearly represents a significant potential, already contributing today to some firms’
ability to continue to pace global growth from Asia despite major disruptions in South Korea and the
slowdown in China

“Southeast Asia is delivering more than we expected, helping to support the regional business as we
see disruptions in other geographies such as South Korea and China.” — Medtech Leader

That said, the fragmented nature of the region does present challenges to capture growth in a
profitable way. With numerous regulatory regimes, payers, different consumer behaviors in each
market and across unique local cultures (even within countries), firms will need to address Southeast
Asia in a unique way, looking for ways to gain scale while also adopting their business practices to the
reality of the local context.

“We need to present additional reasons to elevate Southeast Asia’s relevance at the global level.
Specifically focusing on innovation beyond our core product, how can we innovate in the patient
experience.” — Medtech Leader

Interestingly, these markets have historically been dominated by public healthcare systems, with
largely underpenetrated private markets. This is now shifting, as more people seek out private
insurance (as we demonstrate later in this white paper). That said, the public payers and provider
system still dominate the landscape, and they too are investing but now in novel ways to the past,
doubling down on primary care, expanding public-private partnerships to expand capacity in tertiary
care, and exploring innovative models to address capacity shortfalls such as hospital in the home,
remote patient monitoring, and new reimbursement models to push hospitals to discharge patients
more quickly while operating longer hours.

Within this context, healthcare firms have opportunities to participate in the Southeast Asia growth
story across the public and private spaces, but these will require unique strategies and accompanying
capabilities.

“Indonesia presents a huge opportunity to innovative digitally in healthcare, especially thinking about
the Al opportunity and the tech ecosystem that exists locally.” — Private Equity Principal

From the largest regional healthcare market, Indonesia, to small but highly developed Singapore, this
white paper is aimed at helping global decision makers to better understand how Southeast Asia
should fit into their global investment decisions, and more specifically what the unique opportunities
are to participate in the expansion of patient access and thus accelerate local and global growth.



A Public Sector Pushing Hard to Expand Access

An Overview of Key Public Sector Dynamics

What better place to start than by looking at the region’s key public sector dynamics. As the public
sector continues to represent 74% of total financing, it has an overweighted impact on what happens
in the rest of the system. Meaning, where there are public sector shortfalls, this will likely drive further
private sector uptick.

While we highlight here some key facts looking at the evolution of financing in 2024, with Malaysia and
Thailand pacing the region at +14% and +7% respectively, this only tells part of the story. Fascinatingly,
all markets are seeing per capita financing well above 2019 levels (Philippines: +78%; Indonesia: +57%;
Malaysia: +37%; Thailand: +9%) with the increases driven by COVID-related financing not totally clawed
back, rather being diverted to other ends.

Thailand is the only country where the per capita budget increased more than the overall
healthcare budget due to its population being slightly smaller than before the pandemic
Percent change in central government healthcare budgets per capita

-4%

Philippines
P I 7%
: 1%
indonesia I, 7%
. 12%
Malaysia I 7%
7% % change, 2024 vs 2023
Thailand
B o B % change, 2024 vs 2019

Additionally, during the pandemic years, we saw the key social security funds run meaningful surpluses,
as members were not using health insurance for many elective procedures. This resulted in near-term
fiscal space for Philippines, Indonesia, and Vietnam to update reimbursement lists. Additionally, in

the case of Vietnam, Indonesia, and the Philippines we saw significant efforts by the governments to
expand enrollment in social security health programs.

Overall, the last few years have seen positive evolution in financing, and coverage - both from a
population as well as reimbursement list / pricing perspective. However, as we look forward we are
beginning to see more cracks in the system, with many of these social security payers having begun
to run a deficit again in 2023 and out-of-pocket costs on the rise both in absolute terms as well as
relatively, as costs are increasing while reimbursement rates have failed to keep up in many cases.
Singapore itself, the richest country amongst the top six markets profiled throughout this white
paper, has not been immune to this trend, with a declining rate of hospital stays fully covered by
public financing, a trend that has led the public authority there to evaluate meaningful new increases
to premiums. Meanwhile, almost across the board we are witnessing emerging conversations on the
introduction of co-payments, the expansion of co-payments, or the introduction of mixed financing
(allowing for patients to cover out-of-pocket costs with supplementary private insurance).



How Patient Throughput Rebounded from the Pandemic

Curiously, a lot of the growing pressure on financing isn't just the inflationary burden born by payers
via increased personal and input costs (including energy and food). In fact, across the entire region,
except for Vietnam, as of the end of 2023 (the last year for which we have data for most markets), we
had seen inpatient visits in public hospitals either rebound to or surpass their pre-pandemic figures
(defined as 2019).

Part of Indonesia’s increase in patient volumes is due to a large increase in its JKN population
Number of inpatient visits, millions
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“Patients are returning, but with many more comorbidities, much sicker. Higher rates of diabetes,
hypertensions, and other chronic diseases. Much harder to treat.” — Nursing Manager at Leading Ho
Chi Minh City Public Hospital

This increased throughput, combined with higher pricing for most components of care delivery, sicker
patients returning with a higher rate of comorbidities, and expanded reimbursement lists, have
combined to lead the social security payers into deficit.

A Renewed Focus on Primary Care

As a result of these overarching trends in population, disease, and financing, public systems across the
region are doubling down on primary care in the name of early detection and prevention. Maybe the
most famous of the programs is Singapore’s HealthierSG program, aimed at enrolling all Singaporeans
over a certain age with a primary care physician. That said, not one government among the top six
markets has not in some way doubled down on primary care, including demonstrating the priority in
budgeting decisions.

Primary Care Efforts
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“The increased focus on primary care, in the short-term, will increase the burden on tertiary care as
more diagnoses are made. How can we ensure sustainability?” — Pharma Policy Lead

Indeed, this move in some cases has been accelerated by the willingness of multilateral lenders to
provide financing options for these governments to invest in specific early detection and prevention
programs, with the World Bank and Asian Development Bank having committed over 2.5 billion USD
across multiple marquee projects in just Indonesia and the Philippines since 2022. Loans to Indonesia
are part of a total 4 billion USD committed to the country for healthcare by the World Bank, Asian
Development Bank, Asian Infrastructure Investment Bank, and the Islamic Development Bank.

Growing Role of PPPs to Overcome Capacity Challenges

With the growing demand for public services, pressured public financing, and increasingly limited
human resources, we have seen another emerging trend, a limited ability of regional government to
meaningful expand public hospital beds along with overall population growth.

Despite health infrastructure being a major focus of the Philippines, it has not meaningfully
increased the number of public hospitals in recent years
Number of public hospitals per 100,000 population
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Consequently, in the past 24 months, we have seen a growing search for cooperation with private
providers via PPPs to guarantee access to public patients.

Philippines: President Marcos Jr. is Thailand: The MOPH and the EEC Policy
prioritizing more PPPs for health Committee are testing a new PPP model for
infrastructure, with bidding for the UP-PGH Pluak Daeng 2 Hospital to address funding
Cancer Center open now constraints
Key Aspects of the University of the Philippines + Government will provide around THB 230 million
General Hospital (UP-PGH) Cancer Center PPP Project for construction; private sector will provide around
THB 1.8 billion

+ First PPP project under Marcos Jr. administration
+ Construction will be completed over course of

> ey Bl EOpETRie s O] el i three years and will be done by private sector

which private sector entity constructs the hospital,
operates it for thirty years, then transfers full + After construction is completed, ownership will
ownership to the government be transferred to the government, but the private

+ Ayala Healthcare has expressed intention to bid szl e o e el

+ 300-bed hospital (150 charity beds for the UP-PGH
Area and 150 private beds for the private area)

+ Government will receive small share of hospital
revenues as well as rent payments

+ After the 50-year contract period ends, full
management is transferred to the government



While a positive development, there have been many hiccups in implementation, including perceived
shortfalls in reimbursement rates from private providers, delayed payments, and oftentimes confusion
by patients regarding the facilities that they can access and be covered by their social security benefits.

Key Challenges: Projected Budget Deficits and an Intensifying Personnel Crunch

In examining these overarching trends in public sector financing and care delivery, paired with the
overall macro and demographic context, it is apparent why there are reasons to be bullish on the
sector and region. That said, there are also very specific challenges that firms wanting to participate in
this growth story can actively participate in solving.

The first is the gradual deterioration of social security balances, and the clear need to source alternative
financing to ensure sustainability in expanding access both in terms of population and quality.

Vietnam: Insurance expenditures in 2023 Indonesia: The JKN returned to a deficit in
surpassed the VSS's target by VND 12 trillion 2023 as costlier non-COVID services returned
VSS health insurance revenues and expenditures (VND BPJS Kesehatan health insurance premiums and expenses
trillions), and percentage surplus (IDR trillions) and percentage surplus
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There are clearly several viable solutions, among which are increasing tax intake, external financing,
mixed financing, and efficiency gains. That said, for a deeper dive on this topic we would reference
interested readers to a recent paper developed by the US ASEAN Business Council.



The other clear challenge, and one that is not necessarily unique to Southeast Asia, is a severe
personnel pinch within the healthcare delivery system. Indeed, even where we have seen the fastest
growth in per capita doctor numbers (Indonesia), it is the very country that still finds itself dead last in
regional ranking and among the lowest in the world.

Most markets experienced an increase in the density of doctors
Number of doctors per 100,000 people
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Simply stated, this challenge will need to be overcome through a combination of training more
healthcare workers domestically, retaining more of those healthcare workers, attracting talent from
abroad, broadening the permitted activities of the allied healthcare workforce (including specifically
pharmacists, nurses, and physician assistants), and improving overall productivity.

“There are many nurses and doctors that are moving to the private sector to increase their earnings
power.” — Nursing Manager at Leading Bangkok Public Hospital

“It will be hard for Indonesia to address their physician shortage, as they don‘t have the large cohort
of surgeons living abroad that can come back to build businesses as we have seen in places like India”
— Medtech Leader

However, this is a very serious challenge, and in our view represents the defining challenge for the
regional healthcare systems to deliver on the promise of health equity.

i



Booming Private Investment but Capped Reach
An Overview of Key Private Sector Dynamics

Private healthcare in Southeast Asia has historically been predominated by out-of-pocket spending,
which today represents 30.4% of total healthcare expenditure on average across Indonesia, Malaysia,
the Philippines, Thailand, and Vietnam, with the Thailand on the low end of this spectrum at 9% and the
Philippines on the high end of this spectrum at 45%.

The last few years have seen two major shifts in this story. First, private hospital activity has grown
much faster than public hospital activity, with Indonesia and Vietnam seeing around 30% growth

in private sector patient throughput between 2019 and 2023, while the other key markets (with the
exception being Singapore) seeing between 5% to 20% growth.

A comparative view of ASEAN private providers’ key performance metrics

2023 v. 2019 Average

Patient Margins Capex Trend
Throughput (EBITDA)

Major private hospital groups continue to increase CAPEX,
particularly for construction of new hospitals. Providers are also
procuring more advanced capital equipment to enhance their
specialty care offerings.

Indonesia +25% to 30% ~25% to 35%

Hospital groups are selectively pursuing acquisitions to expand,
with some hospital groups pursuing a cluster strategy. Providers

Malaysia +5% to 10% ~25% to 30% are spending to acquire high-tech capital equipment, such as
surgical robots, to retain their favorable position as medical
tourism providers.

Outpatient: : : : : .
+10% to 15% Increasing capital expenditures by major providers to
Philippines . ~10to 20%  consolidate. CAPEX spending will further increase as foreign
Inpatient: capital and new players enter the private sector.

-15% to -20%

Providers continue constructing hospitals and expanding bed
Thailand +10% to 20%  ~20% to 30%  capacity, particularly in medical tourism hotspots. Hospital
groups are also spending on health and wellness developments.

Capital expenditures via acquisitions are increasing in the
Vietnam +20% to 30%  ~10% to 20%  private sector and are expected to accelerate as foreign capital
continues to flow in.

“It is apparent that the growth in the short and medium-term will be private sector driven, which
could open new collaboration pathways between supplier and providers.” — Pharma Leader



The other key trend has been the growth in private insurance. While the data is imperfect given a
lack of organization (a topic that we will discuss in our key challenges section), we have seen growth
in premiums and number of lives covered by private insurance across the region (again, with the
exception of Singapore).

Indonesia: Health plans among individuals are Malaysia: Total health premiums
showing the most growth among life insurers among general insurers have increased
Health premiums (IDR trillions), Life Insurers in the past two years

® Individual Health  ® Group Health Medical and health insurance segments of general insurers

6 I Net Earned Premiums (MYR millions)
e Net Claims Incurred Ratio

1,000
4
900
800
2 700
600
0 500
9 O O O NN A
R IR I A A e

» oo 2019 2020 2021 2022 2023
Y of

Thailand: The number of health policies Philippines: Health plans offered
increased sharply during the pandemic due to by life insurers gained popularity
low-cost policies, but have decreased since during the pandemic
Number of health policies, General insurers Health plans offered by life insurance companies

=== Number of Policies (left axis)
e Number of Insured Lives (right axis)

250 2.0
[%] "
E :
g 200 15 =
3 3
2 150
= 1.0

100

50 0-5

0 0.0
2018 2019 2020 2021 2022 9M 2023 2017 2018 2019 2020 2021 2022

A major reason to believe that this trend will continue is the coupling of a struggling public sector, that
despite best efforts is hard pressed to keep up with growing demand, and rising purchasing power of
workers and the formalization of many parts of the economy (which generates employer sponsored
private insurance opportunities).

“We expect no slowdown in our business, and the number one reason why is that public systems
continue to struggle. We are in fact prioritizing new investments by looking at the weakness of public
care delivery systems across subnational governments — Philippines Private Hospital Provider



The Growth of Private Equity in Hospital Investment Across the Region

A third key driver of the growth in privately provided care is the growing interest of private equity.
Capital from the United States, Europe, Singapore, China, and other local groups are accelerating the
search for investible assets as they recognize the growth potential of the sector. In this case supply
generates its own demand, with more investment in health services we are seeing patients increasingly
seeking private care, and physicians migrating to private facilities or in many cases moonlighting at
private hospitals to augment their public sector incomes.

Vietnam'’s private sector is increasingly drawing interest from international investors
Notable recent developments regarding investment in Vietnam’s private sector

O O O O O O O
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May 2023: June 2023: July 2023: July/August  October 2023: January 2024:  April 2024: PE
South Korean Thailand- Singapore- 2023: Singapore- KKR buys firm Warburg
company KT based based VinaCapital based Raffles  majority stake Pincus invests
Corporation Thonburi Thomson acquires Binh Medical in eye hospital in Xuyen A
revealed Healthcare Medical An Quang acquires chain Medical hospital group
plans to Group starts Group Nam General majority stake Saigon Group
open medical building acquires FV Hospital in American
checkup clinicsin Hospital and Van International
centerin Vietnam Phuc Saigon  Hospital in Ho
Hanoi Hospital Chi Minh

The trend of private equity was sustained even during peak global interest rates, suggesting that as
we enter a new monetary easing cycle globally, and growth slows in the United States, it only becomes
more likely that we see an acceleration of investment. The number one pinch point will be the number

of currently available investable assets, which is likely to drive a large share of future investments into
the greenfield category.

Medical Tourism as a Continued Growth Driver - But with New Dynamics

The fourth driver, and last driver that we will discuss here, of an accelerating private sector growth
story is the rebound in medical tourism.

“We intend to capture a meaningful share of the medical tourism market, which means that we

will need to incentivize more investment in high quality medical equipment.” — Vietnam Public
Healthcare Official

Vietnam: Ho Chi Minh City (HCMC) Indonesia: Government efforts will focus
is making a push to become the medical on key tourism hubs and major cities,
tourism hub of Vietnam primarily Medan, Jakarta, and Bali

+ Travel businesses in HCMC are partnering with
medical establishments to create over 30 medical
tourism packages by end of 2023

+ The HCMC Department of Tourism is collaborating
with more than 50 establishments, including

hospitals, medical facilities, spas, travel agencies, ‘w.f;*ﬂ” g
and accommodation providers, on a promotion ~ ¥
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+ The HCMC Department of Tourism plans to include International Health Tourism Special Economic Zone
medical tourism in its upcoming strategy for was approved with Mayapada Group and India-based
tourism development in HCMC Apollo Hospitals collaborating on its development.



The key difference now compared to prior to the pandemic are three-fold. First, we are seeing new
players, specifically Vietham and Indonesia vie for a slice of the medical tourism pie via strategic
investment. Second, we have seen a stronger Singaporean Dollar dampen medical tourism demand for
basic consultations from countries such as Indonesia, and finally we are seeing a greater diversification
of arrivals, with more arrivals from a greater basket of countries in the middle east as well as Europe.

Challenge: Underdeveloped Private Insurance Products and Regulations paired
with Higher for Longer Cost of Capital for Hospital Groups

While the key trends driving the accelerated growth in the private healthcare sector are largely here to
stay, there are underlying fundamental challenges which could erode this story over time if not acted
against both by government as well as the private sector.

First is the maturity of the private insurance system. Regulation of private insurance, and oversight
perhaps more importantly, has been unable to keep up with the rapid boom. Across Southeast Asia
there are not explicit requirements for what private insurance must reimburse, controls around
copayment and deductibles, or limits on profitability, all of which are quite normal in mature private
insurance markets such as the United States, Brazil, and Australia.

“There is an opportunity and need to collaborate more closely with private health insurers to discuss
optimizing reimbursement packages, and managing relationships with hospitals specifically focused
on the financial incentives to investment in quality and innovation.” — Medtech Executive

Second is access to capital for further expansion and diversification. Despite the arrival of private
equity, higher interest rates are increasingly putting pressure on hospitals to further invest in capital
equipment to keep up with growing demand.

“We are seeing a meaningful increase in the number of hospitals coming to us and asking for leasing
options for equipment that they previously would have purchased outright” — Medtech Executive

While the previous model was based around cash, it is becoming increasingly necessary for suppliers
to offer alternative business models to facilitate the expansion of providers within their existing
specialties or into new areas of care. As we expect global interest rates to remain relatively elevated
across all of 2025 and into 2026 (though gradually on the decline), this pressure is here to stay.

Indonesia, Thailand, and the Philippines are primed to cut rates, albeit not drastically
Benchmark interest rate EOP (%)

7 -

6 It TR Indonesia
5

4 Malaysia

3 oo TTTTETmEEETm T = Philippines
2 _/ el

1 /— Thailand

0 Vietnam



The Evolving Regulatory and Policy Landscape:
What it Means for Investors

An Overview of Key Regulatory and Policy Developments

Southeast Asia's regulatory environment has historically been challenging for healthcare firms to
navigate, with timelines for product approvals lagging behind most other countries in Asia. Additionally,
the diversity of markets results in an array of country-specific regulatory requirements, hindering firms’
abilities to efficiently bring products to market.

However, we see concerted efforts by regulatory agencies in just the past year to improve marketing
authorization timelines. Malaysia and the Philippines have introduced changes to speed up approval
timelines for drugs, expand eligibility to additional types of drugs, and increase reliance on regulatory
agencies in other countries. Similarly, Thailand has significantly reduced authorization timelines by
removing administrative burden and relying more on reference regulatory agencies. This comes amidst
an acceleration of efforts by several regulatory bodies in the region to expand usage of the ASEAN Joint

Assessment pathway, which allows a simultaneous submission of a single marketing authorization

application to multiple agencies in Southeast Asia, which has the promise of reducing duplicity and

fragmentation in brining products to market in the region.
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Recent market access and reimbursement developments in ASEAN

Market Access

New post-market
in-country testing
requirements as of
September 2023

Reimbursement

JKN ran a deficit of -5% in
2023 after several years
of surpluses, limiting
reimbursement increases
and coverage expansion

Pricing
Health Omnibus Law
gives the government

authority to regulate
prices of medical devices

Procurement

Health Omnibus Law
states that the private
sector should favor local
products

Implementing faster drug
approval pathways with
shorter timelines and
more reference agencies.

In June, the MOH
announced its proposal
on health financing will
be released soon

The MOH is considering
implementing drug
pricing transparency

Considering expanding
medical equipment
leasing and centralizing
medicine procurement
with university and
military hospitals

Expanded the eligibility
of expedited approvals
to generics, and added
to its list of reference
regulatory agencies

30% increase in
PhilHealth case rates;
Mammogram and
ultrasound screenings
and more drugs added to
Konsulta package

Price Reference Index will
accompany Philippine
Essential Medical Devices
List

New Procurement Act,
expected to be signed
into law by Marcos Jr.
soon, aims to increase
preference for local
products

The HSA has launched an
Initiative to streamline
registration of new
medical devices using
data from previously
registered ones

The MoH is looking to
significantly expand
reimbursement via
MediShield Life to ensure
9 to 10 hospital visits are
covered

MediShield Life's focus
on hospital care and
concerns about private
insurance suggest
policymakers are
unhappy with rising costs

Singapore’s focus on
Medtech manufacturing
and growing ESG
considerations may
influence procurement
decisions, albeit indirectly.

Announced a 58%
reduction in approval
timelines in 2024

by streamlining
administrative processes

THB 60 million budget
for robotic surgeries on
cancer patients through
end of FY 2024

The median price policy
will continue in the
2023-2027 National Drug
System Development
Plan

Hospitals are pushing for
leasing models, but are
constrained by lack of
visibility on OPEX budgets
for future years

Extension of import
licenses as MOH
continues to deal with a
backlog of registration
applications

Law on Health Insurance
amendments propose
expanded coverage

of screenings, with
expected passage in 2024

Relaxed price declaration
requirements

The government issues
circulars and guidelines
to clarify which drugs and
devices are subject to
centralized procurement
and price negotiation



Localization Pressures Persist and Continue to Evolve

Coming out of the pandemic, during which we saw considerable supply chain disruptions lead to major
shortages of essential drugs and supplies, every government in the region has made it a priority to
increase self-sufficiency in local products.

Generally, most markets have opted to dole out “carrots” to incentivize greater local production, with

Thailand and the Philippines introducing various tax and non-tax incentives in the last few years, and

Malaysia creating a sweeping industrial plan, the National Industrial Master Plan 2030, to boost local
production, including in pharma and medical devices, two of its five priority sectors.

On the other hand, Indonesia’s approach has diverged from its peers, with the government instituting
local content requirements in procurement, removing imported products from its online procurement

system e-Catalogue, and leveraging its new Health Omnibus Act to open the door for further aggressive

localization measures.

The Philippines is also on the cusp of passing a new Procurement Act, in which it plans to strengthen
the preference for local suppliers, which is a move that increasingly more governments could take as a
cost-containment measure in the face of budget constraints discussed earlier.

Indonesia has opted for the “stick” approach to drive local production, while others in the
region have taken more of a “carrot” approach
Localization dynamics across ASEAN

Indonesia \VEIEVHE] Philippines Thailand Vietnam
Pharma and Pharma and
Focus Sector MedTech Pharma Pharma MedTech Pharma
Time Horizon Short term Medium term Long term Medium term Long term
Intensﬁyff High Low Medium Low Low
Pressure
Development New measuresto  New Industrial Launch of Board of Potential release
to Watch increase pharma Master Plan Pharma-Dev Investment of new incentives
and medtech (NIMP) 2030 EcoZones incentives (and for local
self-sufficiency incentives and whether the new production
resulting from implementation government opts )
Creation of
the Health to take the same newlbio-
Omnibus Act aptptzoach otr pharmaceutical
passage another route) industrial parks
Emphasis on

localization from

new government
after February
2024 election

*in relation to regional peers



The Philippines Procurement Act’s changes include strengthening the preference
for local suppliers
Key changes related to drug procurement in the new Procurement Act

Republic Act No. 9184 New Procurement Act

Timeline from opening of

bid to award of contract SUEET CUCEDS
Procuring entity may grant a margin of The procurement entity shall award
Domestic preference preference of up to 15% to domestic to the domestic bidder if the bid is not
in procurement entities when competing with foreign more than 25% higher than the lowest
bidders foreign bid

Expanded to cases of highly-specialized
life-saving medical and biotech
Negotiated procurement Limited to certain cases equipment and devices, medicine,
supplies, materials, tools and
consumables, as certified by the DOH

Introduction of the Most Economically

Advantageous Responsive Bid and the
Most Economically Advantageous Bid,
which allow quality to be factored in

Quality vs price Emphasis on lowest price

Challenge: Localization pressures persist, while implementation of accelerated
marketing authorization pathways falls short of big promises

While recent efforts to expedite marketing authorizations is positive, implementation of these efforts
will be key, as many agencies face resource constraints and political situations that could divert
resources and attention.

“We are happy with the Philippines FDA expanding eligibility for expedited approval pathways earlier
this year, and believe they can execute on the timelines based on past changes. However, the
requirement for the product to be approved by a reference regulatory agency within the last three
years is too restrictive and excludes older products in our portfolio.” — Pharma Leader

Regarding localization, despite various actions taken by governments, no country in Southeast Asia
has experienced a wave of manufacturing investment when it comes to pharmaceuticals and medical
devices. While this means that more innovative products will likely not be forced to comply in the short
term, it also means that it will continue to be a focus for the government, raising the possibility that
governments consider different approaches to drive localization. At the same time, entry by Chinese
firms looking to expand production outside of China and avoid tariffs on Chinese products could take
place, which would accelerate localization pressures on global healthcare companies. The persistence
of elevated pressures means that global healthcare companies will face tough decisions regarding
localization in Southeast Asia, including ways to pursue “alternative localization paths” through other
investments that build local capacity and deepen relationships.

“From a localization perspective, the countries in Southeast Asia don‘t have the scale to justify major
investments. We will continue to localize in China, and are increasingly asking ourselves about India,
but making the case for Southeast Asia for Southeast Asia is a hard one”



How Global Companies Can Invest to Accelerate
Access in Southeast Asia

Action Area I: Addressing the Personnel Shortfall

Across the globe, our team sees the personnel shortfall as the number one issue facing most
healthcare systems. Even where countries are being able to increase numbers of doctors, nurses and
allied health workers relative to the overall population, in many instances they are still seeing wage bills
surge above revenue growth, creating unsustainability in terms of provider and payer finances.

For Southeast Asia, this problem is accentuated by the continued outward migration of healthcare
professionals to many developed markets where they might be able to improve their earnings power.

Here we propose a set of solutions that the global healthcare companies can support local providers
and payers to implement to face this defining challenge.

Strengthening of the Allied Healthcare Workforce and the Investment in Transferable Skills:

While increasing the number of doctors and nurses is expensive, time consuming (e.g. even if you
expand places in medical schools today it will be years before you see a payoff), and often polemical,
there are a number of short-term wins that can be achieved by getting more out of the allied
healthcare workforce.

“We have embraced the concept that nurses will stay for 2 years and then move to a developed
market to earn more. We are positioning ourselves as a teaching hospital for nurses.” — Philippines
Hospital Executive

Key examples include allowing nurses and physician assistants to conduct low risk procedures
independently in addition to permitting pharmacists to deliver vaccines and prescribe some
medications. For instance, Thailand has started allowing treatment for certain minor illnesses at
pharmacies, to reduce congestion at public hospitals and speed up medicine dispensing.

“There are a lot of challenges in addressing the personnel problem by expanding operational scope
of non-physician personnel. One of which is that many people still want to see their doctor, right or
wrong they don’t necessarily trust a pharmacist to deliver a vaccine or provide other basic services” —
Pharma Executive

However, of course there is often push back on such changes as well from different stakeholder that
understandingly worry about quality, but we believe that through proper regulation, training, and
support from the private sector, these changes can be implemented in a way to effectively improve
collective outcomes while reducing costs.

Decentralization of Care via Hospital in the Home Programs, Telehealth, Remote Monitoring,
and Software as a Medical Device:

Care decentralization is our second big action item, which can help alleviate two issues. First, it can
lower the burden on existing healthcare professionals by increasing productivity. Second, it can reduce



the need to expand hospital capacity to lower wait times by keeping more people at home (and thus in
theory should also reduce the burden of challenges such as hospital-acquired infections).

“Investments in home care are meaningful but will take time to get to scale. Most countries are seeing
it as an opportunity to alleviate pressure on overworked healthcare personnel.” — Thailand Based
Hospital Investor

Greater responsibility for non-physician healthcare personnel

Australia: Legislation is proposed to expand the remit of nurse practitioners

Japan: Expanded scope of practice for nurses, pharmacists; more team-based care @
Korea: Revised regulations to expand responsibilities of nurses, esp. with the doctors’ strike Q
Thailand: Outsourced care for 16 minor illnesses to pharmacists U=V

China: Expanded support for community elderly care services
Prioritization of primary care

Australia: Increased funding for bulk billing

Japan: Ongoing expansion of community-based care

Korea: Financial support for pediatrics and OBGYN

India: Expand Arogya Mandirs

Indonesia: Expanded screenings at primary care level

Philippines: Expanded benefits and higher capitation rate for Konsulta package
China: Stronger medical alliance between tertiary hospitals and primary institutions
Singapore: Continued roll out of Healthier SG

Continued support for telehealth access

Australia: Launched new telehealth guidelines in September 2023
Japan: Increased funding for digital transformation in healthcare

Korea: Proposed legislation to legalize telehealth; expanded telehealth services in scopes
and in facilities due to doctors'’ strike

Thailand: Launched telemedicine pilot project in six provinces
Vietnam: Made 50 diseases and conditions eligible for remote care

Prioritized investment in rural hospitals

Australia: Increased focus on equity of access in HTA decisions
Japan: The 8th Medical Care Act requires prefectures to develop policies to promote rural care

oo
Korea: Essential Care Policy dedicates funding to increase resources in rural areas ag
Malaysia: 2024 budget includes boost in CAPEX spending for hospitals, including in rural areas oo

Philippines: Build specialty centers across the country
China: Increased subsidy and reimbursement for county-level hospitals

Push toward non-hospital care delivery

Australia: Growing push for hospital in home and out-patient care delivery

Japan: Growing push for care to happen in clinics and outpatient settings

Korea: Establish regional care delivery system to move away from the “Big 5" Hospitals —
Thailand: Piloting Home Ward project I [ || I
Singapore: First-time reimbursement for hospital at the home as of April 2024



Indeed, Southeast Asian countries are taking a number of actions on this front and can also adopt
emerging practices from its other Asian neighbors.

Overcoming Capital Constraints by Developing Innovative Business Models:

Once we have maximized options for increasing the capacity of our current healthcare workforce,
and reducing the burden on hospitals through care decentralization, that leaves us with a need
to accelerate investments in physical infrastructure to attend to the demand that the first two
interventions could not alleviate.

Asia lags most of the rest of the world in terms of the sophistication of relationships between suppliers
and care providers, meaning there remains a lot of space for value creation and differentiation. First,
there is a lot of room for expanded operating expenditure (Opex) models to facilitate the adoption of
high-cost capital equipment needed to expand access. The options on this front are largely known, but
require investments in accounting and finance, and complex discussions with customers to enact.

There are a key set of core models that companies can pursue
Key OPEX Models for Healthcare Capital Equipment

With Equipment Services

Finance
Leases
Without Equipment Services
Leasing
Models With Equipment Services
Operating Without Equipment Services
Leases
Consumable-Based Leas

Rental
Agreement

Short-term / Mobile Rental

Subscription
Model

Pay-Per-Use Model

Ll Llllll

“We still don’t provide a lot of value-added services that are provided in other regions of the world,
such as Opex models, operating room management, stock management, and other operational
management. There is a large opportunity to provide additional value here, but relationships would
need to fundamentally change. This is where we hope PPPs can open new opportunities.” — Medtech
Leader



Action Area ll: Supporting the Push for Prevention and Early Detection

Supercharging Screening Programs through Protocol Development, Capacity, and Awareness:

With most regional government diverting attention to primary care, there are tremendous
opportunities to engage in policy design and execution, specifically when it comes to screening
programs. We have seen several new screenings be included in local reimbursement, but capacity is
still not in place to execute at levels suggested by the WHO, and awareness amongst the populations at
this early of a stage in the programs will be low.

Likewise, as the governments continue to expand these programs, firms are well positioned to support
in the development of appropriate clinical guidelines.

Philippines: PhilHealth recently Indonesia: The government provides
announced an increase in the Konsulta 14 free screenings at puskesmas
capitation amount (community health centers)
Recent announcements from PhilHealth regarding the List of free screenings provided at puskesmas
Konsulta package
+ Capitation rate will be increased to PHP 1,700 per + Diabetes + Lung cancer
patient * Hypertension + Colorectal cancer

+ Private Konsulta providers can charge a co-

baymentiof upto PHP.900 + Stroke » Chronic obstructive

; + Heart disorders pulmonary disease
+ Added mammogram and ultrasound screenings to . Thalassemia
Konsulta package + Cervical cancer

+ Congenital

+ Disbursed PHP 257 million in February to primary * Breast cancer hypothyroidism

care provider networks under new pilot program o Tubereulesic

* Hepatitis
* Anemia

Expanding the Capacity to Deliver Vaccinations:

In addition to early detection, we see most regional governments returning their attention to
expanding prevention programs through expanded vaccination investment. Much of the challenge will
still be to deliver these vaccinations, requiring mobile units and broader capacity amongst the allied

healthcare workforce to deliver vaccines (in addition to confidence amongst populations in vaccination).

Vietnam: The MOH announced plans to add four more vaccines to the national childhood
immunization program
Vaccines to be added to the national Expanded Program on Immunization (EPI)

Rotavirus Pneumococcal Cervical cancer Seasonal
vaccine vaccine vaccine flu vaccine
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Strengthening Health Literacy

Finally, as government tackle the challenge of broadening access to primary care, global healthcare
firms have an opportunity to participate in building basic health literacy to support uptake and
adherence to prevention and lifestyle adaptations that will ultimately reduce the burden of both
chronic and infectious diseases and allow public systems to reinvest in high value technology.

Action Area llI: Bringing Al Application to Tackle Unique Local Problems and
Enhance Efficiency

Finally, as investment and regulators quickly shift their investment dollars and attention to the
application of Al in healthcare, global healthcare firms have a big opportunity to leverage new models
to tackle previously intractable bottlenecks across Southeast Asia’s healthcare sectors.

Functions Challenges potentially addressable by Al

Companies struggle with compliance to ever-changing regulations across different

1 JEEERIEEE geographies, which is costly and time-consuming, with high penalties for non-compliance.

Companies face challenges in optimizing their supply chains due to various factors such as
shortages, transport delays, and traditional management issues.

Operations

Companies struggle in finding the right candidate profile, managing slow hiring processes,
and mitigating potential bias in the selection process.

Companies grapple with managing and optimizing marketing content across diverse

4 platforms, regions, and languages.

Commercial teams struggle with identifying high-value leads amid vast data and having to
perform manual outreach to prospects.

Because of manual, time-consuming processes, companies struggle to stay updated with
the vast and evolving medical literature, while ensuring the accuracy of medical content and
monitoring adverse events.

Medical
Affairs

Revenue-Generation

Companies face challenges in generating necessary documents for marketing authorization
and reimbursement, translating global trial benefits to local value contexts, and accessing
local real-world evidence, resulting in increased costs and delays in obtaining approvals.

Market

Access

The Role for Al in Supply Chain Management:

Given Al presents inherent risk when it comes to items such as data privacy, compliance, and liability for
when the models are wrong, it's likely that most companies will focus in the early stages on internal issues.
When they do turn their attention to external issues, it will be safer to focus on non-clinical challenges.

“Ideally we focus first on internally productivity, as there is still a lot of risk becoming involved on the
clinical side with Al” — Medtech Leader

81% of Southeast Asia Healthcare leaders surveyed said they would focus on supply chain
management with their first regional investments with Al
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Leveraging Al to Support Competency Building:

Firms must also think about how they can redirect Al to address the single largest challenge facing
regional healthcare systems, the personnel gap. Global healthcare companies already spend significant
percentages of their operating budgets on training and capacity building for key healthcare personnel,
leveraging Al tools to boost productivity on this front to tackle unique local challenges that would
support patient access while limiting the need to drastically increase associated costs and price to the

payer.

“Much of our costs come from training and supporting surgeons in ensuring proper use of our
technology. This then needs to be passed on in price. If we can drive efficiencies in this area, that is a
win for everybody.” — Medtech Leader

Developing Al regulation and reimbursement pathways:

While elsewhere in Asia (specifically Japan and South Korea), we are already seeing governments
advance on specific pathways to reimburse Al supported medical devices, the overall regulatory and
reimbursement environment is lagging in Southeast Asia. Global firms should support their policy and
public affairs teams to engage in conversation with appropriate stakeholders to push forward these
conversations while beginning to partner with the local tech ecosystem to design focused solutions for
local problems inhibiting patient access.

Formal Al Special Approval Pathways

for Al Medical Devices?

Market Legislation? Status of Al legislation

While there is no expedited
pathway, the Thai FDA has
released guidelines specifically
for devices with Al/Machine
Learning

The Electronic Transactions Development Agency
is gathering opinions which it will use to create
the Draft Act on the Promotion and Support of
Artificial Intelligence Innovation in Thailand

Thailand X

Lawmakers plan to release an Al code of ethics
Malaysia X and governance within 2024, which it says is a X
first step to more formal Al legislation.

The Ministry of Science and Technology and the
Ministry of Information and Communications

Vietnam X are leading efforts to build legal documents and X
regulations for Al.
The Ministry of Communication and Information
Indonesia X Technology released ethical use guidelines in X

December 2023.

I Several House Bills have been introduced to
Philippines X X
promote and regulate Al
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Conclusions

Southeast Asia’s healthcare markets’ time has come, consequently firms have no choice but to elevate
the discussion of what and where to invest in the region’s healthcare growth story. The region is set

to be an increasingly critical component of top-line and bottom-line growth performance for global
healthcare firms over the next decades, especially as China's economy continues to slow and the
healthcare system faces myriad challenges. It is clear, that the growth potential outweighs the evolving
risks.

To succeed, it will be imperative for firms to invest in helping to overcome patient access barriers
through various channels, while allowing for regional and local teams to localize operations and
integrated solutions to the extent possible, at the same time ensuring quality and compliance integrity
to ensure sustainable access.

While Southeast Asia presents a large value story for global investors, global firms can also deliver
outsized value to the local healthcare systems as they look to take the next step in public health and
clinical solutions delivery, presenting a win-win opportunity that present very large potential payoffs for
all parties.
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