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EM Sector Keys 
Health Care – Somewhere to hide? 
 

China: We favour CRO and online Health Care 
At a time of increasing market volatility, we believe the Chinese Health Care sector 
offers defensive qualities and structural growth. Although the coronavirus outbreak is 
having mixed impacts, with drug sales down but online healthcare consultations up 
sharply, Chinese biotech and innovative drugs are attracting substantial investments 
and government support, underpinning a multi-year structural growth outlook. The 
Chinese contract research organisation (CRO) and online healthcare sectors look well 
placed. 

ASEAN: Focusing on private hospitals with growth in medical tourism 
In ASEAN, there has been limited supply disruption for private hospitals arising from the 
coronavirus, although patient volumes have come down. Longer term, the industry 
should see further growth in medical tourism and rising business volumes with higher 
penetration in private health insurance, although this comes at the expense of lower 
pricing power, especially as governments push for greater transparency. 

We prefer firms with branded exposure in India; is South Africa ex-growth? 
In India, Covid-19 has so far had a minimal impact on inventories, with drug prices 
unchanged. The sector outlook is supported by the country's relatively young 
population and positive signals suggesting a relaxation of price controls. We prefer 
firms exposed to branded drugs (where margins are higher), and medical services like 
hospitals, diagnostic chains and CROs. In South Africa, with domestic growth slowing 
and past overseas acquisitions unsuccessful, private hospitals are increasingly shifting 
focus to returns and execution. We expect an element of relative defensiveness to 
return to these stocks, as suggested by YTD performance. 

Defensive qualities and structural growth: 10 EM Health Care stocks to own 
Health Care has been the most resilient sector in EM, and is down 9.5% YTD vs a 
decline of 21% for MSCI EM. Our stock preferences include: in China, two CRO plays 
WuXi AppTec and Tigermed, PAGD (online healthcare upside) and Innovent 
(Biotech R&D); three ASEAN private hospitals – Mitra (structural growth), BDMS 
(diversified portfolio) and IHH (consolidation); and three Indian stocks – Cipla (Indian 
pharma exposure), Apollo (30% EPS CAGR post capex) and Syngene (leading CRO). 
 

 

Figure 1: 12m fwd P/E with earnings-based weights  Figure 2: Most favoured stocks 

 

 
Stock Rating PT 2020 

P/E 

2020E 
EPS 

growth 
Bloomberg 

Ping An Healthcare 
& Tech Buy HK$90.0 n/m n/m 1833 HK 

Tigermed Buy ¥95.0 56 29% 300347 CS 

Innovent Buy HK$32.2 n/a n/a 1801 HK 

WuXi AppTec Buy HK$116.0 53 26% 2359 HK 

Cipla Buy ₹555 17 21.1% CIPLA IB 

Apollo Buy ₹2100 44 42% APHS IB 

Syngene Buy ₹400 30 6.6% SYNG IB 

BDMS Buy ฿27.0 28 11% BDMS TB 

IHH Buy RM6.6 48 3.8% IHH MK 

Mitra Buy IDR3,000 31 13% MIKA IJ 
 

Source: IBES, MSCI, Datastream, UBS  Source: Reuters, UBS estimates 
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EM Health Care   

 
UBS Research THESIS MAP MOST FAVORED LEAST FAVORED 

 Apollo, BDMS, Cipla, IHH, Innovent, Mitra, 
PAGD, Syngene, Tigermed, WuXi AppTec 

IPCA, KPJ 

PIVOTAL QUESTIONS Q: What are the implications of the coronavirus outbreak? 
Although Health Care has been the most resilient sector in EM YTD, the underlying impact of Covid-
19 on companies' fundamentals has been mixed. In China, the coronavirus outbreak has had a major 
impact on the Health Care sector as people have stayed away from hospitals for fear of infection, 
resulting in plummeting drug sales in the past quarter. Private hospitals in ASEAN that cater for 
medical tourism have also seen declining volumes as people travel less and/or postpone elective 
surgeries. On the other hand, online healthcare consultation in China has seen a sharp rise in demand, 
with some online service providers seeing a ten-fold rise in newly registered users during the first 15 
days of the outbreak, while elsewhere there has been limited supply disruption to date. 

 Q: Longer term, is an ageing population a challenge or an opportunity? 
Overall, an ageing population is viewed as an opportunity for healthcare providers in EM. While there 
are clearly challenges as governments and a proportionately smaller working population bear the 
financial burden of caring for an ageing population, the ageing trend and a growing middle class in 
China, India and across ASEAN are also pushing up out-of-pocket demand for medical services, 
creating opportunities for medical providers, such as private hospitals and private medical insurance, 
which remains very underpenetrated. 

 Q: With higher healthcare costs, is regulatory risk rising? 
Not necessarily. While governments have introduced price controls in China (e.g. for innovative drugs) 
and India (e.g. on medical devices in 2015), they have also provided policy support, such as for online 
healthcare in China, while in India recent discussions point to a relaxation of stent pricing. That said, 
the Thai government is pushing for greater price transparency to promote competition, while in South 
Africa there is increasing talk about setting up a national health insurance system, likely to be funded 
by higher taxes. 

UBS VIEW 

 

We are Neutral on Health Care in EM. While the sector remains the most expensive in EM at 25.4x 
P/E based on consensus 12-month forward estimates, it also boasts strong prospective earnings growth 
of 21% in 2020, underpinned by a combination of relatively defensive characteristics and structural 
growth opportunities. 

EVIDENCE 

 

PE/VC funds raised targeting healthcare in China 
 

 
Source: ChinaBio Consulting 
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Part 1: Sector composition, earnings 
and valuations 
Figure 3: Health Care sector vs market 

 
Source: MSCI, Datastream, UBS. Note: Price indices rebased to 100 on 1 Jan, 2019. 

 

Figure 4: Weighting of industries within MSCI EM Health Care 

 
Source: MSCI, Datastream, UBS 

 

Figure 5: Weighting of Health Care sector within MSCI EM and MSCI World 
(DM) 

 
Source: MSCI, Datastream, UBS 

85

87

89

91

93

95

97

99

101

103

105

Jan-19 Mar-19 May-19 Jul-19 Sep-19 Nov-19 Jan-20 Mar-20

EM HTC vs EM DM HTC vs DM

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

EM Life Sciences Tools & Services

EM Pharmaceuticals

EM Biotechnology

EM Health Care Providers & Services

EM Health Care Equipment & Supplies

0%

2%

4%

6%

8%

10%

12%

14%

16%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

EM DM

Since the start of the year, EM 
Health Care has consistently 
outperformed the EM benchmark. 
DM Health Care has also beaten 
the DM index since mid-February, 
when the spread of Covid-19 
concerns outside China coincided 
with a jump in Joe Biden's US 
election nomination odds. 

Pharmaceuticals has always been 
the dominant industry in the 
MSCI EM Health Care Index. 
Health Care Providers & Services 
is currently the second-largest 
segment, followed by 
Biotechnology, Life Sciences Tools 
& Services, and Health Care 
Equipment & Supplies. 

The sharp decline in 
Pharmaceuticals' weighting in 
June 2010 was driven by the 
exclusion of Teva, as MSCI 
upgraded Israel to DM status. 

Irrespective of Teva's re-
classification in 2010, the MSCI 
EM index has always been 
significantly less Health Care-
heavy than its DM counterpart – 
MSCI World. 
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Figure 6: Biggest stocks in MSCI EM Health Care sector 

 
Source: MSCI, Datastream, UBS 

 

Figure 7: 12m fwd P/E with earnings-based weights 

 
Source: IBES, MSCI, Datastream, UBS 

 

Figure 8: MSCI EM Health Care 12m forward P/E 

 
Source: IBES, MSCI, Datastream, UBS 
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The EM Health Care stock 
universe is almost entirely 
represented by Asian companies, 
with China accounting for more 
than half of the index's market 
cap, followed by Korea's 
weighting of over 15% and 
India's 10%. The largest non-
Asian market in the EM Health 
Care public equity space is Brazil, 
which is represented by three 
stocks that have a combined 
weight of around 5%. 

Overall, the sector is fairly 
fragmented, as the biggest 
constituent's weight is only 8.0%. 

 

Health Care is by far the most 
expensive sector in EM, trading at 
a 12-month forward P/E of 25.4x, 
which is 30% above the next-
richest sector, EM Consumer 
Staples. 

EM Health Care stocks in 
aggregate are also more 
expensive than their DM 
counterparts, which are valued at 
14.7x their 12-month forward 
earnings. 

While the valuations of the broad 
MSCI EM equity benchmark have 
fallen below their historical 
means, EM Health Care is still 
trading close to its all-time highs. 
In our view, this is driven by a 
combination of the relatively 
defensive characteristics of the 
sector and structural growth 
opportunities. 
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Figure 9: MSCI EM Health Care 2020E EPS growth and its country drivers 

 
Source: IBES, MSCI, Datastream, UBS 

 

Figure 10: MSCI EM Health Care yearly EPS growth 

 
Source: IBES, MSCI, Datastream, UBS 

 

 

 

 

The following parts of this report are edited extracts from the EM Sector Keys 
Conference Call on EM Health Care hosted on 10 March 2020. 

Speaker list: 

 Stella Xing – UBS China Health Care Research 

 Wendy Song – UBS China/Asia Health Care Research 

 Nicole Goh – UBS ASEAN Health Care Research 

 Hemant Bakhru – UBS India Health Care Research 

 Kane Slutzkin – UBS South Africa Health Care Research 
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EM Health Care boasts a very 
strong earnings growth profile, as 
consensus forecasts a 21% EPS 
expansion in 2020 after earnings 
doubled last year. The EPS 
growth forecast for China, which 
accounts for nearly half the 
sector's earnings, stands at 23% –
in line with Malaysia but below 
Korea's 70% estimate and a 27% 
projection for Brazil. India – the 
second-biggest market within the 
sector – is expected to deliver 
17% EPS growth, according to 
IBES consensus. 

Looking beyond 2020, consensus 
expects EM Health Care to 
continue its healthy pace of 
earnings accretion, as 2021 and 
2022 EPS growth forecasts for the 
sector are well above the 
estimates for the overall MSCI 
EM, which currently stand at 15% 
and 13% for the next two years, 
respectively. 
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Part 2: Implications of the novel 
coronavirus 
Question: Coronavirus is centre-stage among investors’ concerns, especially now 
that it is spreading rapidly in other countries. How is this impacting health care 
stocks? 

Stella: In China, I think the coronavirus is having a very big impact on the 
healthcare sector. Rather than benefiting from it, many companies, including most 
drugmakers, are actually suffering from this event. The reason for that is that we 
see hospitals as potential centres of contagion. In other words, the government 
will discourage people from visiting hospital, including most patients with chronic 
disease. For example, patients with chemotherapy who usually go to hospital every 
three weeks for treatment, due to the fear of being infected with coronavirus in 
hospital, will reduce their frequency of hospital visits. As a result, drug sales have 
actually plummeted in the past quarter, including those for chronic diseases like 
cancer, and drugs for relatively long-term diseases. 

In addition, most surgeries, except for urgent cases, have been delayed. So for 
medical consumables related to surgeries and also, for example, anaesthesia drugs, 
sales have also declined significantly in the past quarter. Having said that, 
pharmacy and online healthcare service providers have been seeing increasing 
demand during the coronavirus period. 

Wendy: I’m going to cover the online healthcare sub-sector and the biotech sub-
sector in China. For online healthcare, I think it has been well positioned since the 
outbreak of the coronavirus. Near term, there has been a sharp increase in 
demand for online consultation providers or online drug sales providers. 

Take Ping An Good Doctor (PAGD), one of the leading online service providers that 
we cover, as an example. During the first 15 days following the outbreak in China, 
PAGD had around 10 times more newly-registered users and nine times more daily 
consultations by new users on their app. This was representative of the surge in 
demand for online healthcare. 

Although consultations are mostly offered for free, they also serve as a way to 
attract more traffic to the platform. As such, we think they could significantly 
impact results, although that also depends on the ability of companies to improve 
their monetisation rate during this period, something that we’ll keep monitoring. 

Also, a quick update on the biotech sub-sector in China, which focuses on 
oncology drug promotion and R&D. Sales wise, we think cancer drugs have 
inelastic demand, but they can inevitably be somewhat impacted by a reduction in 
hospital visits. As for R&D, per our understanding, clinical trials have also been 
impacted, especially in February, but most biotech companies say that R&D 
progress is largely under control at the current stage. 

Nicole: In ASEAN, most stocks listed in this sector are private hospitals. With all the 
Covid-19 cases generally dealt with by the government hospitals, private hospitals 
would need to refer any such cases to the government hospitals. 

Having said that, we are seeing some private hospitals, especially the ones with 
high medical tourism links, witnessing some decline in volumes. This is because 
people are travelling less, but also due to incidents of patients going to these 
private hospitals in both Thailand and Indonesia, when they first developed 
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symptoms of Covid-19 and not being honest or upfront about their condition. This 
has led to some reluctance on the part of local people to visit private hospitals, 
have elective surgeries or even visit doctors because of the fear of infection. But, I 
would say that this impact is relatively small at this stage. It is very well contained 
for now. 

In terms of supply disruption, most hospitals are saying that they are not really 
seeing this. Their suppliers are still able to provide them with medical consumables, 
as well as drugs. One mentioned that maybe they are seeing a shortage of surgical 
or face masks, but so far they have been able to secure their stocks of drugs for 
their doctors and nurses. 

Hemant: Indian companies do import quite a bit of active pharmaceutical 
ingredients (API) and more importantly other ingredients, and then testing solvents 
from China. Most firms that I’ve spoken to have mentioned that they have been 
carrying inventory to cover a roughly two- to four-month period. So, we could 
have a shortage situation only after the inventory starts to be exhausted, and that 
would be at least six to eight weeks from now. Even if that is the case, shortages 
would be for few products, not across the board, because some of the products 
have a longer inventory in terms of ingredients and API supply. It seems unlikely 
that supply would continue to be impacted for that long a period. 

On the pricing front, we haven’t seen any benefit on pricing yet. Companies 
haven’t really tried to pass on formulation prices. We’ve seen some uptick in the 
volumes of flu drugs, like Tamiflu, so volumes have picked up in the case of 
antivirals, and antibiotics as well. 

Kane: In Pharma, we cover Aspen Pharmacare, which has a global footprint. I’ll 
reiterate Hemant’s comments around APIs. They don’t source a significant amount 
of APIs from China; there is limited sourcing form China, BUT are carrying the 
necessary inventory as a buffer. Obviously, should this issue be more protracted, 
there are likely to be some bigger implications. They don’t have any manufacturing 
facilities in China. We expect business divisions such as thrombosis and 
anaesthetics to feel the impact of the virus, as elective surgeries are pushed out. 

From the hospital side, particularly in South Africa, there has not been too much 
commentary from the groups, other than just gearing up to take care of any issues 
around Covid-19. Generally, one would expect the pushing out of all elective 
surgeries, so anything which is really not an emergency is likely to be deferred. The 
converse could be that more people needing treatment could result in higher 
occupancy rates, but we would argue that the negative impact of pushing out 
elective surgeries would be a larger drag, at least in the near term. 

I would also highlight the impact on medical tourism. We cover companies that 
have global exposure. In the case of a country like the UAE, it could be either that 
it sends a lot of patients to places like Thailand and maybe those patients now stay 
within the UAE; alternatively, it may be that UAE is a beneficiary of some medical 
tourism which will likely dry up, too. Either way, there is most definitely a knock-on 
effect from the medical tourism point of view. In Europe, we see elective surgeries 
and a portion of diagnostic imaging services being deferred, too.  

I believe we have not seen a massive impact yet, but should the situation be more 
protracted, then clearly, and particularly from an elective surgery perspective, the 
hospitals will likely see some impact. 
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Part 3: Long-term growth outlook 
Question: Looking beyond the coronavirus outbreak, what is the medium-/long-
term growth outlook? 

Stella: For China pharma, I think one very attractive sector is China Contract 
Research Organisation (CRO). We are seeing increasing investment in China 
biotech and also other innovative drugs. China CRO is also playing a role as a 
proxy to those increasing investments in biotech and other innovation drugs. For 
China CROs, they not only serve domestic drugmakers, but also multinational 
pharma and biotech companies. If we look at their revenue contribution, 
percentage wise, 60% or more of their revenue is coming from global 
pharmaceutical companies. So, in other words, China CROs are delivering their 
high growth: on the one hand, they are riding the Chinese domestic innovation 
drug boom, and on the other hand they keep gaining global market share thanks 
to China CROs' superior efficiency and China's engineering dividends. 

Figure 11: PE/VC funds raised targeting Chinese 
healthcare 

 Figure 12: China CROs’ revenue breakdown by region (2018) 

 

 

 
Source: ChinaBio Consulting, UBS  Source: Company data, UBS 

Wendy: I think online healthcare is also an attractive sector from a long-term 
perspective. First, online healthcare offers the most cost-effective way to solve the 
imbalance of medical resources in China (see Figure 13), as quality resources 
remain scarce and highly concentrated in the high-level hospitals of big cities, 
while on the demand side, it could be more evenly spread. This is a cost-efficient 
way to solve such issues. 

To give some context, China's healthcare market is worth about Rmb4,000 billion 
in terms of revenue. So even if online in the long-term can take a single-digit 
market share of that total, that can be worth hundreds of billions in terms of 
revenue. 

And secondly, I think the sector is still at a very early development stage. There 
have been more supportive policies in the past two years, and we expect more 
going forward, and although this could take years to happen it would gradually 
solve the issue for the industry in terms of establishing online platforms, shifting 
some offline consultations and offline drug prescriptions to online, and also 
committing more investments for online healthcare. 
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Figure 13: Supply and demand in China — mismatch of medical resources 

 
Source: F&S, UBS 

With the continuous reform progress, we expect the visibility of the industry and 
also the major players to keep improving. Meanwhile, the coronavirus could also 
help the reform progress, enhancing government awareness of the importance of 
online healthcare, and also increase public awareness of and acceptance of the 
industry. 

Nicole: Private hospitals in Thailand, Singapore and some parts of Malaysia have 
been trying in the last few years to grow their medical tourism business. Pre-2016, 
quite a number of medical tourists in the Thai hospitals, for instance, were from 
the Middle East, and then the medical tourists for Singapore and Malaysia are 
mainly from Indonesia.  

In the past one to two years, there has been increasing focus on trying to attract 
Chinese tourists, as well as those from some of our neighbouring ASEAN 
countries, too. For instance, Thai hospitals were trying to attract medical tourists 
from Laos, Myanmar, Vietnam and Cambodia. For Singapore and Malaysia, they 
will continue to try and attract Indonesians. 

Beyond Covid-19, medical tourism could be a growth area. For some Thai 
hospitals, like Bumrungrad for instance, it’s a single standalone hospital in the 
heart of Bangkok. They derive 60% of their revenue from medical tourism, versus 
the likes of BDMS in Thailand or Parkway in Singapore, under the listed company 
IHH, they would derive about 30% of their revenue from medical tourists. 

Hemant: If you look at Indian pharma, there’s a dichotomy amongst stocks: some 
stocks, which typically are the larger names, derive part of their revenues from 
emerging markets including India, and part from the US. But, if we come to some 
of the mid-tier names, which have high exposure to domestic markets, the key 
growth driver is India. If you look at the domestic market growth rate, it has been 
declining over the last two to three years, partly because of some policy changes 
earlier, and partly because a lot of growth in India has been driven by increasing 
accessibility and affordability over the last two decades or more. And, the drivers 
are still prevalent from a longer-term perspective, but near term, that could 
constrain especially the volume growth part of the business.  

And if you look at branded versus the unbranded drugs, India is largely a branded 
generics market, with 80% of value coming from there. And the rest is from 
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unbranded generics and patented products. So, we prefer companies which are 
more exposed to the branded side, although unbranded has also been growing at 
pretty much a similar level, but we expect margins on the branded side to be 
better and more sustained over the long term. 

Figure 14: India market growth 

 
Source: IMS Health, UBS 

We also like domestic healthcare services, like hospitals and diagnostic chains. And 
following Stella’s comment on contract research organisations, we have a couple 
of those as well. One of the listed ones is Syngene, which is an arm of a company 
called Biocon. So, that’s one of the leading CROs in India. But obviously they are 
more focused on international business than the domestic business. 

Kane: To some extent, the sector is now ex-growth; the groups face increased 
pressure in the acute sector, c90% of South African hospital revenue. That 
pressure has generally been driven by macro trends and funder intervention. This 
has driven investment into non-acute services. This is what we are seeing in the 
sector at the moment. South African companies are making efforts to reduce 
reliance on the acute sector, where there is big margin pressure, and move 
towards other areas of healthcare delivery – whether it be mental health, primary 
healthcare, or even day hospitals – just to alleviate the pressure experienced on the 
acute side. It’s important to note, though, that most complementary services in 
South Africa will generally come at a lower margin. 

I believe the ex-growth status is driven by the lack of growth in the pool of medical 
insured lives, which has largely dried up over the last five years, which in turn has 
driven offshore expansion, often unsuccessfully so in recent years. We have come 
full circle though, to the point where some are now focusing purely on cash 
returns. 

But essentially what is happening is a movement down the continuum of care. 
And perhaps those that can innovate and digitise might also be winners of the 
future. We are starting to see South African groups talking more about 
digitisation, which could help them become more efficient and lower costs of 
healthcare. The reality is that top lines and margins are under pressure, and 
providers are increasingly focusing on alternative avenues of growth to prop up 
the top line. But the sector does have excess capacity. 
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Part 4: Ageing population 
Question: Do you view an ageing population as a challenge or an opportunity? 

Nicole: I consider the ageing population to be an opportunity for most countries in 
ASEAN. Governments have been trying to increase spending on healthcare, but at 
the same time they have budget constraints. And to a certain extent, healthcare 
costs have been coming from a relatively low base compared to some of the more 
developed countries. For a lot of the middle-income population and the wealthy 
sector, medical costs are increasing. That just means government, public service is 
not a very good alternative. This creates an opportunity for private hospitals. 

Stella: I would say that this is both an opportunity and a challenge. In China, 
senior citizens (i.e. over the age of 60) as a percentage of the total population 
increased from 12.4% in 2010 to 17.9% in 2018. So, within eight years, the 
percentage increased significantly. 

In China, we have universal medical insurance, which is the government insurance 
covering everybody. Usually, it’s young working people who pay for that, while 
senior citizens consume it. But, if we see the ratio of senior citizens increasing 
further, it would mean there will be an increasing number of people using medical 
insurance while there will be fewer people paying for it. Actually there is already a 
big proportion of China's medical insurance revenue directly coming from 
government fiscal spending. We wouldn’t call that a deficit, but that’s a potential 
challenge.  

If this ageing trend continues, we will see increasing demand for all medical 
services and for drugs. But, on the other hand, we will also see a very stretched 
budget. What’s the game-changer? Is it a dead end? The answer is definitely no. 
The situation is complicated, but China is a country covered by government 
medical insurance, so if we only have that one source of payment the situation is 
tough. But, on the other hand, this provides huge opportunities for private medical 
insurance, which is very underpenetrated in China. Even without business medical 
insurance, companies in China who cater for patients paying out-of-pocket are 
likely to succeed. 

Hemant: For India, I would say it’s still an opportunity. India is a relatively young 
country with roughly 10% of people above 60 years old, or senior citizens. Yes, 
the country will continue to age as fertility rates continue to drop, but I think that 
is probably still a long time away. 

Figure 15: Out-of-pocket as a % of total healthcare spend 

 
Source: Swiss Re, UBS 
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More importantly, India is a largely out-of-pocket spending market, so the 
pharmaceutical spend is predominantly out-of-pocket. The in-patient healthcare 
spend is covered, and is getting increasingly covered, though it is largely still out-
of-pocket. Prime Minister Modi launched a health insurance scheme, commonly 
known as Modicare, in September 2018. The scheme provides insurance of up to 
US$7,000 per year of value for in-patient treatment. So, as it expands and gains 
more traction, I think we will see some increase in spend from the government 
side. But, for now, I think, considering that it’s largely out-of-pocket driven market, 
we still view an ageing population as a positive for the market. 

Part 5: Regulatory risk 
Question: The cost of private health care appears to be rising, in some countries, 
sharply. Does this suggest that policy/regulatory risk is likely to rise? 

Hemant: We’ve seen repeated announcements on price controls; obviously there 
was a major overhaul of the pricing control system on drugs, particularly in 2012, 
2013. And then we also saw some controls coming on medical devices and that 
was the first ever in 2016, when we had some controls put on stent pricing and 
then knee implants as well.  

But, over the last two or three years, especially in 2019 and 2020, we have seen 
some positive signals for the companies. For example, stent price controls put in 
place in 2016 were absolute controls in terms of approximately US$500 max, for 
the drug-eluting stent, but very recently we have seen discussion on relaxing those 
rules for stents that offer specific advantages, like bioabsorable stents. Even on 
pharmaceutical drug pricing, there have been discussions with CEOs and owners 
of various pharmaceutical companies, and the discussions have pointed towards 
some relaxation of incremental controls. If that is the case, then the companies 
should be in reasonably comfortable territory.  

Right now, around 15% of the value of the pharmaceutical market in India is 
under price control. So, if that remains in that range, that would be a positive for 
the companies. 

Kane: I think it is important to note that the funders of medical aid have probably 
in the last three to five years acted as quasi-regulators themselves. The SA hospital 
groups generate about 90% of their revenue from the insured lives pool. The 
macro has been weak, and therefore we have seen pressure on those insured lives, 
while higher insurance claims have led to greater funder-led intervention in recent 
times. This has negatively impacted the hospitals, both in terms of volume – i.e. 
case management, which we think has probably run its course somewhat – and 
pricing, which we believe may have some legs, as the introduction of lower-cost 
networks gains more traction. 

Looking forward, we are seeing increased regulatory talk and noise in the South 
African sector, particularly around the introduction of National Health Insurance, 
which is essentially a bill to create a single fund to comprehensively cover the 
healthcare needs of the entire population. The private and public healthcare 
segments are roughly equal in terms of healthcare spend, yet the private sector 
only serves about 15% of the population. 

So we see an unequal allocation of resources/skills, ultimately driving inequitable 
access to healthcare, giving rise to NHI. It is to be funded by taxes, amongst other 
avenues, and quite frankly, there isn’t enough money to go around, while critical 
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skills are in shortage. So we think it’s rather unlikely the Bill in its intended form 
will be delivered in reality; we are more likely to see a model starting small, 
covering primary healthcare, and as time goes by, they can look to add coverage 
and services to that. But we think it is unlikely that it will impact the private sector 
in the next five to 10 years, negatively speaking, because the initial work would 
really be around the insured population.  

If anything, though, we do think that it does potentially provide some 
opportunities to the private sector. There is excess capacity in the system; hospitals 
operate at c65-70% occupancy, and any new volume would obviously help them, 
albeit it would come at lower pricing. We do anticipate that pricing from an NHI-
type patient would be much lower, but there is a high level of fixed cost in the 
system and facilities could gain by seeing higher occupancy. We do not expect a 
negative impact on the hospitals in the short to medium term. We are likely to see 
some of the groups looking to take advantage of or try to leverage off the theme. 

Nicole: In ASEAN there’s always some debate with regards to healthcare prices 
being too high, especially at private hospitals, or private hospitals making too 
much money from dispensing drugs. But governments have not been very 
successful in imposing price controls for private hospital services or for drugs per 
se. I think this is mainly because some of the larger hospitals are listed. They do 
invest a lot in trying to attract medical tourists. So, if price controls are imposed, it 
just means that these hospitals are not incentivised to invest in their facilities. 

What has happened is that governments have then tried to increase price 
transparency rather than just putting in price controls. So far, in 2018, the Thai 
government formed a working group to study the high prices of drugs in private 
hospitals. One minister suggested that Thailand put price controls on drugs and 
medical supplies by imposing a price ceiling on drugs, medical supplies and 
medical services in private hospitals. But I think that didn’t materialise. What they 
did in the end was to make all the private hospitals disclose their list of drugs and 
their prices on a government website to make it transparent to all patients. 

There’s definitely this push towards a greater price transparency. There could be 
more pressure on prices but, by and large, the average revenue per patient growth 
(from a combination of both price increases and increased complexity) that the 
private hospitals have been experiencing has been healthy, at mid-single digits on 
a per-annum basis. 

Stella: The Chinese government has done a very good job in price control. Every 
year, 30 drugs (mainly generics) undergo a bidding process known as group 
purchase organisation (GPO), hosted by the Chinese government. There will be 
three or four players bidding on the price of generics, with the cheapest winning 
large government contracts. 

The Chinese government wants to cut generic prices so that they can spend more 
on innovative healthcare drugs, in the process upgrading the government 
insurance cover. 

Wendy: I also want to add some comments on innovative drugs. We do see the 
government cutting prices for generic drugs in favour of innovative drugs. But for 
innovative drugs, the government also has another rule or system imposing prices 
on such drugs, allowing them to spend more on innovative drugs, given the tight 
budget of the overall medical insurance. 
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The government negotiates with innovative drug providers for an acceptable price 
in order to get reimbursement, and they also renew and re-negotiate the price 
every two years, so that has become a routine practice. We also expect price 
control in innovative drugs, although it may not be that stringent compared with 
the generic price. 

For online healthcare, it is a pretty new industry here. As online is a cost-effective 
way to improve the quality of the medical system, something the government is 
aware of, we believe it will promote this industry. Also, the development of this 
industry is highly related to the reform progress. As it is also a new area for the 
government, we think there might be some back and forth on regulations during 
the process. Overall, the government is working towards opening more 
opportunities in the healthcare industry. We think that this trend will continue. 

Part 6: Stock preferences 
Question: What is your sector stance and stock preferences? 

Stella: Our favourite sector in China is CRO, contract research organisations. We 
have a very positive long-term view mainly because globally large pharma 
companies are relying more on CRO companies. Global pharma sales are growing 
at 4% versus global CRO sales growing at 10%. In both China and globally, we 
are seeing increasing investments in drug innovation and development, which 
should benefit CRO. 

Figure 16: Global pharma sales (2014-23E)  Figure 17: Global CRO+CMO sales growth (2014-23E) 

 

 

 
Source: Evaluate Pharma, UBS   Source: Frost & Sullivan, UBS. Note: CMO = contract manufacturing organisations. 

Figure 18: Global CRO revenue to pharma R&D expenses  Figure 19: Chinese pharma R&D spending as % of sales 

 

 

 
Source: Frost & Sullivan, UBS   Source: Frost & Sullivan, UBS  
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We like CRO companies that are high quality, and have good corporate 
governance and attractive growth. These include WuXi AppTec (link), Tigermed 
(link), and Pharmaron (link). Read more in our China CRO sector initiation report 
published in January 2020 (link). 

Wendy: Among online healthcare stocks, our preference is for Ping An Good 
Doctor (PAGD), for two reasons: (1) positive signals on its business model, with 
fast growth of its core segment OMS (online medical service), along with 
increasing user activity, a higher monetisation rate, and fast growth of online 
consultation membership; and (2) it could benefit from the continued support 
from government in setting pricing and reimbursement for online consultations, 
where we think PAGD is a big player. 

Figure 20: OMS and total revenue growth (Rmb '000), PAGD 

 
Source: Company data, UBS 

Biotech wise, we pick Innovent, given the proven and more comprehensive 
capability in R&D, commercialisation and business development activity compared 
to peers. 

Figure 21: PAGD: No. of medical staff on the rise but 
falling far behind OMS revenue growth 

 Figure 22: PAGD: Annual consultations and MAU (m) 

 

 

 
Source: Company data, UBS  Source: Company data, UBS. Note: MAU = monthly active users. 
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Nicole: Among ASEAN markets, we believe the best long-term structural growth 
story is Indonesia, given healthcare is highly underpenetrated. So, the stock that 
we like here is Mitra Keluarga. It’s a private hospital, largely a community 
hospital, in a suburban area.  

In Thailand, I think looking past Covid-19 and also the recent tumble in the oil 
price, the stock we like is BDMS, which is Bangkok Dusit Medical Services, as 
they have a very diversified portfolio, with about 50 hospitals across Thailand with 
different branding and market segments. It is a play on both medical tourists and 
local Thai people. 

And we also like IHH in Malaysia, a conglomerate with hospitals around the world, 
with the largest contribution coming from Singapore. We like it because it’s trying 
to consolidate its previous expansion, and it should start doing better from here 
on. 

Hemant: We have four different themes, all domestic. One is a large pharma 
company with high exposure to India, Cipla. We also prefer Apollo hospitals 
within the healthcare theme. Apollo is coming out of a high capex phase. We 
expect strong growth over the next two, three years, at around a 30% CAGR. 
And, we have seen evidence of that over the last four quarters as well. 

Among diagnostics, we prefer Dr. Lal Pathlabs; and, finally, in the CRO segment, 
Syngene, as I mentioned earlier. All four are rated Buy at UBS. 

Kane: In an absolute sense, hospital stocks don’t have attractive stories with layers 
of growth. They do, however, have less risk than in prior years, due to the focus on 
cash returns and turning around existing ops, and as a result could prove to be 
more defensive in what is a rather uncertain environment. 

To play that theme, our preferred name is Netcare: it is a pure SA story, with 
limited growth, but possesses a dividend underpin (yield of 6%) with some upside 
risk in share buybacks. Trading at 11x FPE and 7x EBITDA. 

Life Healthcare is another name, generating roughly 70% of its revenue in SA, 
but it has a diagnostic business in Europe, which has largely disappointed since 
acquisition but is potentially troughing in the MRI market. Those are our two 
preferences; both are Neutral rated. 

Part 7: Q&A 
Question 1: We’ve seen a number of emerging companies focus on innovation 
drug research and development in China. What is the outlook for this segment? 
Will it concentrate over time? What business models are likely to do best? Lastly, 
what are the key risks for this segment? 

Wendy: In China, given the trend of cutting the generic price and favouring drug 
innovation, the direction for innovation is pretty clear. We are positive on the 
outlook for the China biotechs. I think over the long term we could see a 
divergence from the current situation. On the one hand, most China biotech firms 
today are not truly undertaking innovation. They produce “me-too” drugs rather 
than truly innovative drugs. This is a crowded area with a lot of competition. For 
example, in China, we have over 30 developers for PD-1, which is definitely much 
more than globally. We think biotechs developing me-too drugs will consolidate in 
the long term, given the high cost of running clinical trials and low market shares 
for late-comers. 
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Figure 23: PD-(L)1 clinical trials in China, by developer  Figure 24: PD-(L)1 Ph III trials in China, by indication 

 

 

 
Source:  CDE, UBS estimates, as of July 2019   Source:  CDE, UBS estimates, as of July 2019  

On the other hand, for China’s biotech companies, although the technology is still 
behind that of US firms, the introduction of more talent from overseas will likely 
result in convergence in the years ahead. Over the long term, we expect to see the 
emergence of true drug innovation in China.  

In terms of business model, I think you must be a fast follower to launch a me-too 
drug or me-better drugs in China earlier, so that you can gain meaningful share. 
Another way is to do true innovation and create a real niche market or even access 
to the global market.  

As for the key risks, I think competition, especially for me-too drugs, is one where 
we’re already seeing fierce competition such as in PD-1 areas. So, I think price 
competition could be one of the key risks. 

Question 2: What is the Chinese government or the Chinese National Medical 
Products Administration (NMPA) doing that proves they are supporting the 
innovative drug industry in China? 

Stella: Before 2017, Chinese government medical insurance paid for no 
innovation drugs, no matter if they were produced by MNCs or by domestic 
Chinese companies. Instead, before 2017, China medical insurance paid only for 
generics, both foreign generics and domestically produced generics. 

The government wants to support innovative drugs. The first purpose was to allow 
more Chinese patients to get access to innovative drugs, whether the innovation 
drug was produced internationally or domestically. From 2017, for the first time, 
those innovative drugs were included on the reimbursement list. As Wendy 
mentioned before, for innovative drugs to be included on the reimbursement list, 
they needed to have negotiated this with the government, with big price cuts. 

Before 2017, government money went to both MNCs and Chinese companies for 
their generics. After 2017, government medical insurance money has gone to both 
MNCs and Chinese domestic companies for innovative drugs. The payment 
changed. For example, a domestic company like Hengrui will tell you their strategy 
is to focus on more innovative drug development while seeing generic prices 
decline. If you ask MNCs with business in China, they will tell you the same thing.  

The Chinese government also supports domestic drug producers by giving 
approval for both “me-too” drugs and innovative drugs to ensure that prices are 



 

 EM Sector Keys   16 March 2020 

 

 19 

not too high. Other forms of support include government grants and tax benefits 
to biotech companies. 

Question 3: Have you seen signs within the Chinese NMPA that they’re raising 
their own quality bar internally? 

Stella: Yes, they are definitely raising their standards. The Chinese NMPA doesn’t 
have the same quality standards as its equivalent in the US, but they are catching 
up. For example, in assessing a new drug, drug reviewers working in China, or 
NMPA, will either visit US companies or they ask the applicants, which are drug 
makers, to give them training to better understand the drug. They may do this 
with several MNCs in order to understand what’s the most advanced practice 
globally. Again, clinical trial data and all the applications today in China are viewed 
as trustworthy. They are near global standards. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
    

Valuation Method and Risk Statement 

In addition to industry- and company-specific risk, we point out to investors the 
potential risks inherent in investing in companies with significant assets and 
business operations in emerging markets. Potential EM-related risks include, but 
are not limited to, the volatile nature of the currency, regulatory and sociopolitical 
risk, and abrupt potential changes in the cost of capital and economic growth 
outlook. Valuations can also be impacted by 'contagion' from developments in 
other emerging markets. Each of the above has the potential to significantly 
impact company/industry performance. 
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22. UBS AG, its affiliates or subsidiaries held other significant financial interests in this company/entity as of last 
month`s end (or the prior month`s end if this report is dated less than 10 working days after the most recent 
month`s end). 

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set 
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk, 
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research. 
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The Disclaimer relevant to Global Wealth Management clients follows the Global 
Disclaimer. 

Global Disclaimer 
This document has been prepared by UBS AG London Branch, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

This Document is provided solely to recipients who are expressly authorized by UBS to receive it. If you are not so authorized you must immediately 
destroy the Document.  

Global Research is provided to our clients through UBS Neo, and in certain instances, UBS.com and any other system or distribution method specifically identified in one 
or more communications distributed through UBS Neo or UBS.com (each a system) as an approved means for distributing Global Research. It may also be made available 
through third party vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global 
Research to a client may vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a 
client's risk profile and investment focus and perspective (e.g., market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client 
relationship with UBS and legal and regulatory constraints. 

All Global Research is available on UBS Neo. Please contact your UBS sales representative if you wish to discuss your access to UBS Neo. 

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the UBS Neo 
Platform Use Agreement (the "Neo Terms") together with any other relevant terms of use governing the applicable System. 

When you receive Global Research via a third party vendor, e-mail or other electronic means, you agree that use shall be subject to this Global Research Disclaimer, the 
Neo Terms and where applicable the UBS Investment Bank terms of business (https://www.ubs.com/global/en/investment-bank/regulatory.html) and to UBS's Terms of 
Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). In addition, you consent to UBS processing your personal data and using cookies in 
accordance with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice 
(http://www.ubs.com/global/en/homepage/cookies/cookie-management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, provide to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.  

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. 

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or recommendation is 
suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its 
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and 
investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives is suggesting that the recipient or 
any other person take a specific course of action or any action at all. By receiving this document, the recipient acknowledges and agrees with the intended purpose 
described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the 
investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Options, structured derivative products and futures (including OTC derivatives) are not suitable for all investors. Trading in these instruments is considered risky and may 
be appropriate only for sophisticated investors. Prior to buying or selling an option, and for the complete risks relating to options, you must receive a copy of "The 
Characteristics and Risks of Standardized Options." You may read the document at http://www.theocc.com/publications/risks/riskchap1.jsp or ask your salesperson for a 
copy. Various theoretical explanations of the risks associated with these instruments have been published. Supporting documentation for any claims, comparisons, 
recommendations, statistics or other technical data will be supplied upon request. Past performance is not necessarily indicative of future results. Transaction costs may 
be significant in option strategies calling for multiple purchases and sales of options, such as spreads and straddles. Because of the importance of tax considerations to 
many options transactions, the investor considering options should consult with his/her tax advisor as to how taxes affect the outcome of contemplated options 
transactions. 

Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market 
conditions. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For 
investment advice, trade execution or other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the 
investment and seek individualized advice from his or her personal financial, legal, tax and other professional advisors that takes into account all the particular facts and 
circumstances of his or her investment objectives. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any 
materials to which this document relates (the "Information"), except with respect to Information concerning UBS. The Information is not intended to be a complete 
statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any 
opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or 
other representative of UBS. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions 
provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no 
circumstances may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following 
purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of 
defining the asset allocation of portfolio or of computing performance fees. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 
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Research will initiate, update and cease coverage solely at the discretion of UBS Research Management, which will also have sole discretion on the timing and frequency 
of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation to published research 
reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings history etc. as required by 
the Market Abuse Regulation, can be found on UBS Neo. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS and/or its divisions as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms under English law or, if not carried out by UBS in the UK the law of the relevant jurisdiction in 
which UBS determines it carries out the activity) in the financial instruments of the issuer save that where the activity of liquidity provider is carried out in accordance 
with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in this document. For financial 
instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in the US in accordance with 
the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued a warrant the value of 
which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or short positions, trade as 
principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions expressed in this document. 

Within the past 12 months UBS AG, its affiliates or subsidiaries may have received or provided investment services and activities or ancillary services as per MiFID II which 
may have given rise to a payment or promise of a payment in relation to these services from or to this company. 

Where Global Research refers to "UBS Evidence Lab Inside" or has made use of data provided by UBS Evidence Lab you understand that UBS Evidence Lab is a separate 
department to Global Research and that UBS Evidence Lab does not provide research, investment recommendations or advice. 

United Kingdom: This material is distributed by UBS AG, London Branch to persons who are eligible counterparties or professional clients. UBS AG, London Branch is 
authorised by the Prudential Regulation Authority and subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation 
Authority. Europe: Except as otherwise specified herein, these materials are distributed by UBS Europe SE, a subsidiary of UBS AG, to persons who are eligible 
counterparties or professional clients (as detailed in the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin)Rules and according to MIFID) and are only available to 
such persons. The information does not apply to, and should not be relied upon by, retail clients. UBS Europe SE is authorised by the [European Central Bank (ECB)] and 
regulated by the BaFin and the ECB. France: Prepared by UBS Europe SE and distributed by UBS Europe SE and UBS Securities France S.A. UBS Securities France S.A. is 
regulated by the ACPR (Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. 
has contributed to this document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany, Luxembourg, the Netherlands, 
Belgium and Ireland: Prepared by UBS AG, London Branch and distributed by UBS AG, London Branch and UBS Europe SE. Spain: Prepared by UBS Europe SE and 
distributed by UBS Europe SE and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV). 
Turkey: Distributed by UBS AG, London Branch. No information in this document is provided for the purpose of offering, marketing and sale by any means of any 
capital market instruments and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the 
Republic of Turkey. UBS AG, London Branch is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). 
Accordingly, neither this document nor any other offering material related to the instruments/services may be utilized in connection with providing any capital market 
services to persons within the Republic of Turkey without the prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, 
there is no restriction on the purchase or sale of the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Europe SE (spolka z 
ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish Financial Supervision Authority. Where an analyst of UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the document is also deemed to have been prepared by UBS Europe SE (spolka z ograniczona 
odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS Bank (OOO). Switzerland: Distributed by UBS AG to persons who are institutional 
investors only. UBS AG is regulated by the Swiss Financial Market Supervisory Authority (FINMA). Italy: Prepared by UBS Europe SE and distributed by UBS Europe SE and 
UBS Europe SE, Italy Branch. Where an analyst of UBS Europe SE, Italy Branch has contributed to this document, the document is also deemed to have been prepared by 
UBS Europe SE, Italy Branch.South Africa: Distributed by UBS South Africa (Pty) Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an 
authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by UBS AG, London Branch. UBS Securities Israel Ltd is a licensed Investment 
Marketer that is supervised by the Israel Securities Authority (ISA). UBS AG, London Branch and its affiliates incorporated outside Israel are not licensed under the Israeli 
Advisory Law. UBS AG, London Branch is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may engage among others in issuance 
of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS AG, London Branch and its affiliates may prefer various Financial 
Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be considered as investment 
advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the meaning of the Israeli 
Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS AG (and/or any of its 
subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 Basel and 
Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company incorporated 
in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 11588, Kingdom 
of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number 08113-37. UAE / 
Dubai: The information distributed by UBS AG Dubai Branch is only intended for Professional Clients and/or Market Counterparties, as classified under the DFSA 
rulebook. No other person should act upon this material/communication. The information is not for further distribution within the United Arab Emirates. UBS AG Dubai 
Branch is regulated by the DFSA in the DIFC. UBS is not licensed to provide banking services in the UAE by the Central Bank of the UAE, nor is it licensed by the UAE 
Securities and Commodities Authority. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or 
by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’) to major US institutional investors only. UBS Securities LLC 
or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities 
LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS 
Financial Services Inc., and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person within the 
meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be, and do not 
constitute, advice within the meaning of the Municipal Advisor Rule. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a 
Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. 
Mexico: This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS Grupo Financiero, S.A. de 
C.V. and is a subsidiary of UBS AG. This document is intended for distribution to institutional or sophisticated investors only. Research reports only reflect the views of 
the analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa, S.A. de C.V., UBS Grupo 
Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable disclosures, please go to 
www.ubs.com/disclosures. Brazil: Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing 
in Brazil, which are considered to be Investidores Profissionais, as designated by the applicable regulation, mainly the CVM Instruction No. 539 from the 13th of 
November 2013 (determines the duty to verify the suitability of products, services and transactions with regards to the client´s profile). Hong Kong: Distributed by UBS 
Securities Asia Limited and/or UBS AG, Hong Kong Branch, which is incorporated in Switzerland with limited liability. Please contact local licensed/registered 
representatives of UBS Securities Asia Limited and/or UBS AG, Hong Kong Branch in respect of any matters arising from, or in connection with, the analysis or document. 
Singapore: Distributed by UBS Securities Pte. Ltd. [MCI (P) 009/09/2018 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS Securities 
Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under the 
Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of 
Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent and warrant that they are 
accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS Securities Japan Co., Ltd. to professional 
investors (except as otherwise permitted). Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, 
publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to foreign exchange 
and other banking businesses when relevant. Australia: Clients of UBS AG: Distributed by UBS AG (ABN 47 088 129 613 and holder of Australian Financial Services 
License No. 231087). Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (ABN 62 008 586 481 and holder of Australian Financial Services 
License No. 231098). This Document contains general information and/or general advice only and does not constitute personal financial product advice. As such, the 
Information in this document has been prepared without taking into account any investor’s objectives, financial situation or needs, and investors should, before acting 
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on the Information, consider the appropriateness of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this 
document relates to the acquisition, or potential acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 
where a Product Disclosure Statement would be required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before 
making any decision about whether to acquire the product. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg. 
New Zealand: Distributed by UBS New Zealand Ltd. UBS New Zealand Ltd is not a registered bank in New Zealand. You are being provided with this UBS publication or 
material because you have indicated to UBS that you are a “wholesale client” within the meaning of section 5C of the Financial Advisers Act 2008 of New Zealand 
(Permitted Client). This publication or material is not intended for clients who are not Permitted Clients (non-permitted Clients). If you are a non-permitted Client you 
must not rely on this publication or material. If despite this warning you nevertheless rely on this publication or material, you hereby (i) acknowledge that you may not 
rely on the content of this publication or material and that any recommendations or opinions in such this publication or material are not made or provided to you, and 
(ii) to the maximum extent permitted by law (a) indemnify UBS and its associates or related entities (and their respective Directors, officers, agents and Advisors) (each a 
‘Relevant Person’) for any loss, damage, liability or claim any of them may incur or suffer as a result of, or in connection with, your unauthorised reliance on this 
publication or material and (b) waive any rights or remedies you may have against any Relevant Person for (or in respect of) any loss, damage, liability or claim you may 
incur or suffer as a result of, or in connection with, your unauthorised reliance on this publication or material. Korea: Distributed in Korea by UBS Securities Pte. Ltd., 
Seoul Branch. This document may have been edited or contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. This material is intended 
for professional/institutional clients only and not for distribution to any retail clients. Malaysia: This material is authorized to be distributed in Malaysia by UBS Securities 
Malaysia Sdn. Bhd (Capital Markets Services License No.: CMSL/A0063/2007). This material is intended for professional/institutional clients only and not for distribution 
to any retail clients. India: Distributed by UBS Securities India Private Ltd. (Corporate Identity Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, 
Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It provides brokerage services bearing SEBI Registration Number: 
INZ000259830; merchant banking services bearing SEBI Registration Number: INM000010809 and Research Analyst services bearing SEBI Registration Number: 
INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the subject Indian company/companies. Within the past 12 months, UBS AG, 
its affiliates or subsidiaries may have received compensation for non-investment banking securities-related services and/or non-securities services from the subject Indian 
company/companies. The subject company/companies may have been a client/clients of UBS AG, its affiliates or subsidiaries during the 12 months preceding the date of 
distribution of the research report with respect to investment banking and/or non-investment banking securities-related services and/or non-securities services. With 
regard to information on associates, please refer to the Annual Report at: http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.htmlTaiwan: 
Distributed by UBS Securities Pte. Ltd., Taipei Branch which is regulated by the Taiwan Securities and Futures Bureau. This documents contains general information 
and/or general advice only and does NOT constitute any "Recommendation" to clients for the covered companies or any companies mentioned in this document. 
Indonesia: This report is being distributed by PT UBS Sekuritas Indonesia and is delivered by its licensed employee(s), including marketing/sales person, to its client. PT 
UBS Sekuritas Indonesia, having its registered office at Wisma GKBI, 22nd floor, JL. Jend. Sudirman, kav.28, Jakarta 10210, Indonesia, is a subsidiary company of UBS 
AG and licensed under Capital Market Law no. 8 year 1995, a holder of broker-dealer and underwriter licenses issued by the Capital Market and Financial Institution 
Supervisory Agency (now Otoritas Jasa Keuangan/OJK). PT UBS Sekuritas Indonesia is also a member of Indonesia Stock Exchange and supervised by Otoritas Jasa 
Keuangan (OJK). Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens except in compliance with applicable Indonesian 
capital market laws and regulations. This report is not an offer of securities in Indonesia and may not be distributed within the territory of the Republic of Indonesia or to 
Indonesian citizens in circumstance which constitutes an offering within the meaning of Indonesian capital market laws and regulations. 

The disclosures contained in research documents produced by UBS AG, London Branch or UBS Europe SE shall be governed by and construed in accordance with English 
law. 

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and in any event UBS accepts no liability 
whatsoever for any redistribution of this document or its contents or the actions of third parties in this respect. Images may depict objects or elements that are protected 
by third party copyright, trademarks and other intellectual property rights. © UBS 2020. The key symbol and UBS are among the registered and unregistered trademarks 
of UBS. All rights reserved. 

Global Wealth Management Disclaimer 
You receive this document in your capacity as a client of UBS Global Wealth Management. This publication has been distributed to you by UBS Switzerland AG 
(regulated by FINMA in Switzerland) or its affiliates ("UBS") with whom you have a banking relationship with. The full name of the distributing affiliate and its 
competent authority can be found in the country-specific disclaimer at the end of this document. 

The date and time of the first dissemination of this publication is the same as the date and time of its publication. 

Risk information: 

You agree that you shall not copy, revise, amend, create a derivative work, provide to any third party, or in any way commercially exploit any UBS research, and that you 
shall not extract data from any research or estimates, without the prior written consent of UBS. 

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. 

This document is a general communication and is educational in nature; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial 
instruments or to participate in any particular trading strategy. Nothing in this document constitutes a representation that any investment strategy or recommendation is 
suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. By providing this document, none of UBS or its 
representatives has any responsibility or authority to provide or have provided investment advice in a fiduciary capacity or otherwise. Investments involve risks, and 
investors should exercise prudence and their own judgment in making their investment decisions. None of UBS or its representatives is suggesting that the recipient or 
any other person take a specific course of action or any action at all. By receiving this document, the recipient acknowledges and agrees with the intended purpose 
described above and further disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise purports to meet the 
investment objectives of the recipient. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. 

Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed securities may 
involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of exchange may 
adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or other enquiries, 
clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the information (as defined below). 

Prior to making any investment or financial decisions, any recipient of this document or the information should take steps to understand the risk and return of the 
investment and seek individualized advice from his or her personal financial, legal, tax and other professional advisors that takes into account all the particular facts and 
circumstances of his or her investment objectives. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

No representation or warranty, either expressed or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in any 
materials to which this document relates (the "Information"), except with respect to Information concerning UBS. The Information is not intended to be a complete 
statement or summary of the securities, markets or developments referred to in the document. UBS does not undertake to update or keep current the Information. Any 
opinions expressed in this document may change without notice and may differ or be contrary to opinions expressed by other business areas or groups, personnel or 
other representative of UBS. Any statements contained in this report attributed to a third party represent UBS's interpretation of the data, information and/or opinions 
provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. In no 
circumstances may this document or any of the Information (including any forecast, value, index or other calculated amount ("Values")) be used for any of the following 
purposes: 
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(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument including, without limitation, for the purpose of tracking the return or performance of any Value or of 
defining the asset allocation of portfolio or of computing performance fees. 
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