Marketing One

Tamapa MupsonaH

"MpoaaxXun n npoaBUXKeHUe: 4YTo NPUHOCUT POCT ceroaHA"



The economic crisis has a major
Impact on the business

Market trends Business implications

Ruble devaluation by 60 % (Euro) / 69 % (US * 2017 Inflation rate is expected in the range of 8,6-10,6%
Dollar) (Sept.2016 vs Sept.2014) * Downtiering to inexpensive local products and branded generics
* Declining share of expensive products

Increasing of financing costs (factoring / * Pressure on P&L

interest rates) * Worsening of payment capacity at distributors and retail
*  Factoring limits introduced

No serious anti-crisis plan of action to date * Nolong-term plans of partnership

Increasing unemployment 3-4% per year * High unpredictability
* Low confidence in the future

Decrease of purchasing power and activity * Highest ever in last 5Y unemployment rate (up to 6%)

Worsening of Russia investment index to * Limitation in investment projects

speculative grade (Moody’s rating agency) * Increasing of finance cost

Economical instability in Russia is driven by low oil price, weakening ruble, sanctions

Source:
*Finmarket Sept.2014y 1 rub.- 38,72 USD & 49,33 euro; Sept. 2016y 1 rub. — 65,67 USD & 73,13 euro
*DSM, IMS, Comcon



Russia entered a period of economic turmoil with high inflation rate
due to ruble devaluation
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Pharma market volume in TU is significantly down,
especially commercial sector

AvHamMumKka peIHKa B HATypanbHOM Bbhlpa>keHuwm 3a 2010 - 2016 rogel (B ynakoskax):
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VicTousumx: AasHsie DSM Group

* PhIHOK fIeKapcTs B HaTypanbHOM
BblpaXeHuy COKPaTUncs Ha 4,4%.

* KOMMEpUYECKUI CErMeHT B YNakoBKax
YMEHbLLUMACS Ha 5,6%6.

e foCNUTanbHBIVW cerMeHT Boipoc +a 0,3%
B ®MIUYECKOM BeipaXxXeHnu.

* Ob6wem AN10 cokpaTvncs Ha 8,7%
B DMINUECKOM BoID3XEeHMM.



Retail Pharma market decline highest ever in last 5Y, RUR

AvHaMMKa pbIHKa B S€HE)XHOM Bbipa>keHunu 3a 2010 - 2015 rogsl (B mapg py6.)
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Wcrournk: aarmme DSM Group

* Pybnessii MpUPOCT KOMMEDYECKOTO * [0 AarHbIM PO3HUMUHOro ayauta DSM
cermeHTa coctasmn 9,4% (cameiin Group, obneM KOMMEPYECKOr0 PhiHKa
HU3KWIA 33 NocnegHue NKTL NeT). NekapcTBeHHbIX MPenapaToe B MapTte

2016 roga coctasunn 47,6 mnpa pyb.
{c yquetom HAC). Mo cpasHeHuo C hespanem
06beM polHka yBeanunncs Ha 2,8%.

* [lons MMNOPTaE B KOMMEDUECKOM CErMEHTE
NPakTUHECKU HE UIMEHWNACH — B ASHEXHOM
BbipaxeHun oHa cocTaenaeT 74%

(e 2014 roay — 76%). * CoKpalLleHe XOMMEDUECKOTrO PblHKa
nekapcTs 23 Tpu mecaua 2016 roga
OTHOCUTENBHO 3HANOTMUYHOTO NEpHoAa
2015 roaa B pybnesom 3kBuBaneHTe
* O6bvem A0 suipoc Ha 11,4% B pybnsax. cocTasuno 10,2%.

* [OCYyA3apCTBEHHLIA CerMeHT (ToCNUTaNbHLIN
ayauT u A110) Beipoc Ha 6,4%.

*TporHo3 Ha 2016 ro4 NpeACTaBASH NO BCemMy DKy



Pharma market grows mainly behind extra RUR pricing pressure on consumers with inflation as
main driver of growth, 2015-2016

Nudnayusa 3a 2010 - 2015 roas! (B %)
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* VHONSLMS — OCHOBHAR NPU4MHA POCTa * CpeaHsa CTOMMOCTb yNakosku W 2015 W 204
$HapMaLeBTUYLCKOrO PhIHKA B AEHEXHOM NeKapCTBEHHOro Npenapara e MapTe MicTourix: ganHesie DSM Group
BeipaxeHun B 2016 rogy. 2016 roaa eeipocna Ha 0,7% no cpaBHeHuo

o B i 2O oy LS 8 PG c peepanem, coctasus 147,3 pyb.

Ha NexapcTaa Buipocu Ha 0,1%. * Mo AaHHbIM POCCTaTS, B CpeaHeM Source: DSM,

* B 40NN3pOBOM BLIPAXEHUM MHAEKC LIeH 23 SHERPL- 0P 20 Tope http.//www2.deloitte.com/c

MEAWKAMEHTHI NOAOPOXaNU Ha 22,8%; k .
3a MapT BLIPOC Ha 6,8%. S SBCH UM SRS B 18,6%: ontent/dam/Deloitte/ru/Doc

* Bcero xe ¢ sHBaps No uoHb 2016 roaa uments/life-sciences-health-
UHONALUMA Ha NeKapCTBa B anTekax CTPaHb! care/russian/russian-
cocTtasuna +5,5% B pybnesoM BuipaxeHun p harmaceutical-2016. p df

1 +8,6% B gonnapax CLUA.



MHBAP Retall Pharma market 7S

o I

MADE IN
RUSSIA |

O6bem Kommepueckoro pbiHKa /1IN B ueHax 3akynku antek (sell-out) ymeHbwmnnca Ha
7,6% (YTD Jul 2016) n coctasun 44,3 mnpa.pyb.

Hanbonee BbICOKMI cnpoc 3aPpMKCUPOBAH Ha NpenapaTtbl CO CPeAHEN LLEHON
ynakosKku 145,6 py6 (YTD utonb 2016)

JlekapcTtBa ueHomn ot 500 py6. 3a ynakoBKy 3aHUMatoT Aosnto 32,6% KOMMEpPUYECKOro
PbIHKa, YTO Anwb Ha 0,5% meHble, yem B 2015 T.

PeuenTypHble npenapaTbl 3aHUMatOT 51% KommepyecKoro pbiHKa (B ynakoBKax),
49% npenctasneHo be3peuenTypHbIMM NEKapCTBaMM

OTeyecTBeHHble NpenapaTbl cocTaBaAT 57% pbiHKa B yn. («Papma 2020» 90%)

Source: DSM



Promotion during crisis — Creating trustful
and exclusive relationships B2B and B2C

Market trends Business implications

Growing importance of alliances of Distributor + Retail

Consumers are still ready to spend money on food and
medicine, but down-tier to cheap domestic brands
Share of Top-advertisers tend to decrease

Growing efficacy of digital and direct-to-consumer
communication which strengthens medical
communication (from KOLs, doctors, endorsers)

Medical press, conferences, group events lower
influence on doctors vs. F2F due to clutter and higher
information pressure on both B2B and consumers

Focus on retail activities and trade-marketing DTC
Exclusive contracts between distributors and producers

More room for TV and digital communication from
small and local companies (and this is pre-crisis trend)

Create and reinforce personal relationships with Brand
(SMM, several versions of Brand i-media, i-video
targeted at each segment)

Big data usage, predictive marketing

Anticrisis budget optimization through digital
communication as alternative to expensive F2F visits

Strengthen F2F communication in short-term period
where required because costy

Message for Doctors “crisp and clear”



Building competitive advantage through better
analysis and prediction

Pa3Hoobpa3Hble SMM cTpaTterum (momnck no ymcny
Nno/sib30BaTenen, CKOpoOCTU pocTa, MO OTHOLIEHUIO AHEBHOM
NOCELLAEMOCTHM K YNCNY NOSIb30BaTeNEN, NO OTHOLWIEHUIO
KO/ZIMYeCTBa NaNKOB K KONMYECTBY NOJ/1b30BaTENEN, MO
OTHOLUEHMIO YNCNA KOMMEHTAPUEB K YNCNY NOJIb30BaTeNEN, NO
OTHOLLUEHMUIO 3annceun B 06CyKAEHMNAX K YUCAY NO/Ib30BaTE/IEN

[MpeANKTUBHbIN MapKeTUHT (NpeanKTUBHAA aHANNUTUKA,
noapasymeBatollan paboTty ¢ BbIbOpKamMKM AaHHbIX B Lenax
onpeaeneHna NaTTepPHoOB, U UHCTPYMEHTbI, MO3BO/IAOLLME
6bicTPO BHEAPATb MoAUPUKALMM, NAAHUPOBATL U 3aNyCKaTb
KaMMNaHWM, OCHOBAHHbIE Ha NOJIYyYEHHbIX MPOTrHO3aX.

Instagram aHanuTMKa, dUnbTpaLmA
[MapcuHr ueneson ayanTopumn U3 coLcetemn 'y




Consumers tend to switch to less expensive
products creating extra pressure on margins

o Switch to less expensive products

Bln Standard Units . : :
Choosing and buying
] E‘AGR’ medicines this year .
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2014 2013 (both OTC and Rx) dropped down by 8% TU*,

Source: IMS database, IMS survey (N = 33 pharmacists), IMS analysis W h I I e OTC h as I OSt 1 5 % I n T U



Content creators are taking consumer
relationship with the brand to the next level

Q

10% 41310

NOANMUCHYUKOB-MOAPOCTKOB NPU3HAKOTCH, NOANUCHUKOB-MUNIEHNAN0B YTBEPXKAAEIOT,
41O aBTopbl BUAeo YouTube 6onee uHTEpecHb! 4YTO co3paaTeny ux nbuMbix BUACOPONUKOB
UM, yeM "06bl4HbIE" 3HaMEeHNTOCTH MOHUMAIOT UX NyYLle, YeM Apy3ba’

1 Ipsos Connect no 3aka3y Google, The YouTube Generation Study ("Uccnenoatue nokonexuns YouTube'), CLUA, Hosbpb 20157,
(noppocTku-noanucynkmu YouTube, CHMTaIOLLME, YTO "aBTOPbI BUAEOKOHTEHTa DOMbLLE NOX0XMW Ha 00bI4HbIX Noaen’, n=433).

2 Ipsos Connect no 3aka3y Google, The YouTube Generation Study ("ViccnenosaHue nokonexus YouTube'), CLUA, Hosbps 2015T.
(nognucymkm aBTOpCKMX KaHanos YouTube B BospacTe 18—34 net, n=268).



