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The U.S. Generic Price Trends

‘ M sawai
(S yyEEROMEEE)

€ The U.S. market has rebounded from historic lows in price deflation and we

have seen it return to low single digit levels
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Generic Price Deflation appears to be have stabilized at mid single digit price decreases
when compared to pricing from the same period last year
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Key Driver in Price Deflation #1 sawaj
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@ Key Driver #1 in price deflation is consolidation of the generic buyers in the
U.S., with top three controlling ~ 90% of the generic buying
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Red Oak Sourcing is almost 1/3 of US generic purchasing in 2017
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Contracting Solutions
Source: Drug Channels, Meet The Power Buyers Driving Generic Drug Deflation, February 2018 m— na
1. WBAD = Walgreans Boots Alllance Development GEMH. Includes U.S. volume only. Includes Ameris ‘genvoluma and pro volume from Prime Therapeutics. % I QV I A

2. McKesson OneStop figures include Rite Aid and Albertsons. Excludes Celesio and other non-U.S. volume.
Econdisc Contracting Solutions includes Express SEripts, KFoger, Suparvalu, and other retail chains. In May 2017, Econdisc agreed 10 partnar with WBAD 10 purchase generic drugs.

Copyright © 2018 Sawai Pharmaceutical Co., Ltd. All Rights Reserved.
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@ Key Driver #2 in price deflation is the record levels of ANDA approvals and
focus on molecules with low competition
(it T D XL REEQ : ANDARZEH BN BEREKEZRLRHELTEY.
FE NDLENERICEFLTIND)
Annual Approvals & Tentative Approvals
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*Updated 10/1/2017. Numbers are based on preliminary data that will be reviewed and validated for official reporting purposes.



Trends in the Number of Products Approval Launched sawa|
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@ Current market trends suggest “over-supply” in the U.S. market as less than 10% of

products approved launched in Q1
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@ Upsher-Smith has launched 85% of our approved ANDAS

(Upsher-Smithld . ANDAZK RSN T=2H D85% % F5T)

From January 2016 through March 2018, only 34% (524 of 1551) of ANDA
final approvals were launched; 66% (1027 of 1551) were not launched

ANDA Final approvals launched vs. non launched as of May 1, 2018
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The percentage of launched approvals is getting lower:
« |n 2016, nearly half, 48% (298 of 624) of approvals, were launched and 52% (326 of 624) were not launched
* In 2017, only 27% (216 of 810) of approvals were launched and 73% (594 of 810) were not launched
* In the 1%t quarter of 2018, only 8.5% (10 of 117) of approvals were launched
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Source: Bardays Research, FDA, IQV

Copyright © 2018 Sawai Pharmaceutical Co., Ltd. All Rights Reserved.



Situation of Major Generics manufacturers sgwai
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@ Additionally, several major U.S. market manufacturers are pulling products off the market
(RFGEA—HD—DHRZREHIENCHIBRSETLVS)

€ And, we are hearing of products supply disruption from the “Big 3”
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ANDA discontinuations increasing
(number of products)
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Source: FDA, Hikma analysis
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Pipeline of Upsohero-_Smlth sawai
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|
on Market CurrentPipeline Active Opportunities » Upsher-Smith Laboratories has positioned
itself to succeed in this market by
dramatically expanding our new product
‘ pipeline and diversifying the portfolio into
more complex, niche generic products
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Upsher-Smith continues to diversify dosage forms wihin their development portfolio N Our prOdUCt pipeline haS grOWH tO an
average of around 40 programs at any

mSolid Oral mOther ODF  m Suspension/Solution minjection mOphthalmic = Other

Portfolio Mix by Therapeutic Area

given time
Ophthalmolos% infactious Disease, (Upsher-Smith@ & G/ TS5A1E, BRTE.
= DR 10% 40 N EPERLTLNVD)
. —— Gastrointestinal, 5%
oNS, 28% ___ | — Dermatology, 2% + We estimate 9 submissions in FY2018 after

e 9 submissions in 2017
I ——otolaryngology, 3%

o B rain, 3% (20174129 DANDAZ FREEH &
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] | Endocrine, 8%
Cardiovascular, 20%
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Overview of the Financial Results P ——
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# 1st half performance has been strong in the core generic products
(XA EDIRERIZHER)

(Unit: Millions of yen)

Year on Year

FY 2017 FY 2018 FY 2018
1H*1 1H —Gmwm Forecasts
Mil. yen (%)
Net Sales 13,479 20,194 6,715  49.8% 35,900
Core Operating Income 2,461 5,252 2,791 | 113.4% 7,300
Operating Income 77 1,974 1,898 (2,464.9% 2,700
EBITDA 2,855 5,816 2,961 | 103.7% 8,300

*1 Financial Results for the 1st Half of FY2017: Financial Results for 4 months (June 2017 to September 2017)

FY 2018 Q2 Quarterly Average Rate :1USD = 110 JPY
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New Products of Upsher-Smith sawai
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@ \We had 4 products approved and launched 4 products in 1HFY2018

(20193 A HAlF2QFE TT4ME M EESN . 4B ZEFH5T)

@ Revenue performance may not reach expectations due to competitive entrants prior to our Vigabatrin
launch

(EANR)OOFEFFICHREMEASALIZ2O, WENFEZTELAIEMELHD)

€ \We have had 3 more approved and launched 2 in October

(10RICIFEHI3mB THRRBZIEFL. 20 B DREFTZHLR)

Product launched in 1HFY?2018
» May - 18 Doxazosin Tablets, USP, 1 mg, 2 mg, 4 mg and 8 mg™!

» Jul - 18 Vigadrone™ (vigabatrin) for oral solution, 500 mg, a fully substitutable, generic
version of Sabril® (vigabatrin) powder for oral solution™

» Aug - 18 Bexarotene Capsules, 75 mg (the branded product: Targretin®) *3
» Sep - 18 Diphenoxylate Hydrochloride and Atropine Sulfate Tablets, USP, 2.5 mg/0.025 mg
(the branded product: Lomotil®) ™

*1 Doxazosin tablets 1 mg, 2 mg, 4 mg and 8 mg are prescribed for signs and symptoms of Benign Prostatic Hyperplasia, and treatment of Hypertension
in the U.S.

*2 Vigadrone™ is prescribed for Infantile Spasm or Refractory Complex Partial Seizures.
Vigadrone™ is a trademark of Upsher-Smith.

*3 Bexarotene Capsules 75 mg is prescribed for the treatment of cutaneous manifestations of cutaneous T cell lymphoma.

*4 Diphenoxylate Hydrochloride and Atropine Sulfate Tablets 2.5 mg/0.025 mg is prescribed for adjunctive therapy in the management of diarrhea in patients
13 years of age and older.
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® Richard Fisher : SVP of Corporate Strategy
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RICHARD
FISHER

SVP of Corporate
Strategy
UPSHER-SMITH
LABORATORIES

Richard “Rich” Fisher is the senior vice president of
corporate strategy for Upsher-Smith Laboratories, a
Maple Grove-based pharmaceutical company that
offers a broad selection of generic and branded med-

® Sami Yusuf : VP of Corporate Development

KXEREZRFHDEFRFADCAT(Drug, Chemical & Associated

Technologies Association)Board A /\—D— & [2:#E H
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BOARD OF DIRECTORS

ications. Fisher began his business career as an engi-
neer in the aerospace industry, working for companies
like General Dynamics in its space systems division
in San Diego. After working with General Dynam-
ics, Fisher worked at Brady Corp. where he led an
engineering team responsible for designing electro-
mechanical systems. Fisher joined Upsher-Smith in
2004 as an associate director in project management
and eventually moved his way up, taking on tasks as
the director of strategic portfolio management, se-
nior director of strategy and vice president of business
development before being promoted to his current
role. Fisher earned his undergraduate degree in en-
gineering from Montana State University Bozeman
and his master’s in business administration from the

University of St. Thomas.

Source: MINNESOTA 500 2018

IMMEDIATE 2% IMMEDIATE DIRECTOR
PAST PRESIDENT PAST PRESIDENT Elodie Cramer
Joe Sutton Milton Boyer Associate Director,
Global Director, Sourcing CEO Global Procurement
Eli Lilly and Company SCA Pharmaceuticals Biogen
DIRECTOR DIRECTOR DIRECTOR DIRECTOR
Charles Davies Sally Macaluso  Steve Poland | Sami Yusuf
Associate VP, Global VP, Johnson & Johnson  Global Dir,3rd | VP. Corporate
Sourcing & Procurement Marketing and Business Party FDF Development
Merck & Co. Inc. Services Procurement Tachnical Support Upsher-Smith
Johnson & Johnson Mylan Inc.
L ]
Source: DCAT News Brief Novemnber 2018
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