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India’s USD 6.5Bn digital health sector is today at a challenging crossroad with private capital funding shrinking by more than
95% compared to two years ago. During 2023, the segment has received a meagre USD111 Mn private funding in contrast to
the record USD2.5 Bn capital raised in 2021. Adding to the funding challenge has been the tirade of negative news-flow that
has gripped the sector over the past few months. For example, the largest player, Pharmeasy’s ~80% valuation drop and
corporate governance issues coming to light in the smaller names. Investor sentiment in this segment is clearly at the lowest
in the last five years. In our view, the sector presently stands at the threshold of critical introspection which will need to be
addressed before we can see the next leg of growth among the survivors. Over the next 12-18 months, companies will need
to address five issues at hand before we can see the next wave of significant interest across the sector.

1. The sector probably has less than 9 months of cash runaway left based on our analysis of the cash in hand of 120
companies in the segment; moving towards profitable growth will be a key factor to regain investor interest

2. While several companies in the space have started working on profitability, it remains to be seen how much impact the
funding crunch will have on growth in the coming months.

3. E-pharmacy, the largest healthtech segment which attracted the lion’s share of funding in the last five years continues
to remain elusive on its path to sustainable profitability. However, given the corporate backing of most players in this
segment the cash burn and runway for this segment is less under question compared to growth challenges.

4, Many standalone healthtech businesses like telemedicine and asset light hospitals are ceasing to exist as stand-alone
business models given lack of scale; on the other hand, the B2B hospital supplies businesses face modest growth and
marginal profitability; pharma analytics segment continues to remain a silver lining in the space.

5. Finally, the triple burden of cash crunch, slowing growth concerns and elusive path to profitability are yet to reflect in
valuation reset (baring a few like Pharmeasy); the next 12-18 months will likely set a path in that direction.

India Healthtech Funding Scenario Cash Burn vs Cash Runway
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Profitability not in sight, omnichannel

E-health (E-pharmacy & E-diagnostics) is becoming the way ahead

1) The E-pharmacy segment has attracted ~USD 2Bn funding in the past 5 years and presently have about 9
months of cash run-way

2) The largest player Pharmeasy has over the past year struggled with a failed IPO process thereby facing
about 90% valuation correction. On the other hand, corporate backed platforms like Tata 1MG and Netmeds
remain on a growth push (IMG grew ~160% in FY23 and Netmeds grew ~75%); however losses continue to
be high. This segment has now taken an omnichannel approach (Netmeds plans to open 2,000 offline
pharmacy stores in 12 months) funded by the parent balance sheet.

3) Overall, this segment is expected to continue to see losses as they push for growth given the customer
acquisition costs continue to remain high and stickiness is low. However, given the corporate backing of most
players in this segment the cash burn and runway for this segment is less under question compared to
growth challenges.

Revenue (INR Cr)

EBITDA (INR Cr) EBITDA margin (%)

Companies Last Valuation
FY21 FY22 FY23* FY21 FY22 FY23* FY21 FY22 FY23*
/A PharmEasy | US$488n
(Oct-21) 2,360 5,781 6,847 544  -2,283 -500 -23% -39% 7%
=== | US$1.3Bn
m
TATA Img (Sep-22) 309 627 1,627 -321 -544 -1,267|  -104% -87% -78%
- US$ 375Mn
netmedscom
s 5 A (Aug-20) 170 234 410 1.3 0.1 -100 1% 0% -25%
sll=2) Flipkart USS 125Mn
\4'? Health+| (549 533 617 700 26 06 -50 5% 0% 7%
*TCHF estimate

Pharma Analytics & IT Global market focus: enjoying high profit margins

1) The Pharma Analytics segment has received USD 2.8Bn funding in the last few years primarily towards

healthcare IT companies like Citius, Zifo and new age SaaS companies like THB, Innovaccer, Healthplix.

2) The healthcare IT companies are highly profitable with stable EBITDA margins (~18%-25%). With several
buyout funds (Bain, Carlyle etc) taking controlling stakes in these companies, it is likely to result in potential
IPOs in this space (eg Indigene has filed its DRHP). Meanwhile, the new age healthcare software companies
are loss making but have begun to show signs of profitability with the early mover in the space, Innovaccer
becoming profitable.

3) This segment does not have any notable financial stress and has a potential to grow ~15%-+ with focus on
scale being achieved through global markets.

Companies

Last Valuation

Revenue (INR Cr)

EBITDA (INR Cr)

EBITDA margin (%)

FY21 FY22  Fy23* Fy21 FY22 FY23* FY21 FY22  Fy23*
¥ CitiusTech | US$2.48Bn
(Oct-22) 1,607 2,556 3,067 442 599 689 28% 23% 22%
inidegene” | US3700Mn
(Feb-21) 997 1,690 2,028 261 313 376 26% 19% 19%
> USS 450Mn
agshealth (May-19) 387 599 719 71 109 120 18% 18% 17%
Zifo USS$ 500Mn
(May-22) 345 521 625 129 115 127 37% 22% 20%
3 innovaccer | US$38Bn
(Dec-21) 145 278 334 21 39 43 14% 14% 13%
*TCHF estimate
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Asset Light Hospital Services Highly challenged and unable to scale

1) The Asset light hospital segment has received ~USD 200Mn funding in last 2 years and have a cash
runway of approx 6 months.

2) The second largest player Glamyo Health is expected to file for bankruptcy due to financial
mismanagement and inability to attract any fresh capital. The largest player, Pristyne Care has not raised
any capital in the past 18 months and has missed its revenue targets consistently. The other players in the
segment such as Ayu and Medfin remain sub-scale despite having raised ~ US$ 50Mn capital.

3) The outlook for this segment is challenging and there could be a complete collapse as the demand side of
the platforms requires gaining trust of patients for surgical procedures which is difficult over a digital platform
as quality and familiarity with doctor is valued over speed and cost.

. . Revenue (INR Cr) EBITDA (INR Cr) EBITDA margin (%)
Companies Last Valuation

FY21 FY22 FY23* FY21 FY22 FY23* FY21 FY22 FY23*

I _9 Pristyn Care US$ 1.4Bn
4 (Nov-21) 100 350 700 -61 -36 -70 -61% -10% -10%|

GLAMYO Bankruptcy
HEALTH Impending 4 12 5 1 -16 -8 34%  -138%  -150%

=/ Ayu Health | US$45Mn
[ (Apr-22) 1 4 12 -7.5 -51.5 -60 -843% -1,301% -500%)

USS 60Mn
M EDFI N (Apr-22) 1 5 6 -6 -19.1 -60)| -140% -1,872%  -1000%

*TCHF estimate
B2B - Hospital/Pharma Supplies Low cash burn but high valuation multiples

1) The B2B hospital supplies segment has attracted over USD 200 Mn private capital since 2015. The newer
tech led hospital and pharma supplies procurement businesses are nearing profitability and cash-runway for
the players is >12 months based as the burn in low (barring Aknamed — a Pharmeasy company).

2) The new age large players in the segment are profitable and continue to grow at >50%. Valuations in this
segment have been expensive with transaction multiples ranging between 3x-5x EV/Revenue, this could be
a deterrentt for new investor interest. Entero which is one of the largest player in the space is looking to
launch its IPO in the next 12 months.

3) We expect the segment to grow at >20%-+ in the coming years as the shift from unorganized to organized
gathers steam and existing players leverage inorganic growth strategy. Scale and operational efficiency will
be the key to success in this segment as companies operate on thin margins

. . Revenue (INR Cr) EBITDA (INR Cr) EBITDA margin (%)
Companies Last Valuation
FY21 FY22 FY23* FY21 FY22 FY23* FY21 FY22 FY23*
USS$ 250Mn
Entero (2022) 1,773 2,526 3,031 25 29 61 1% 1% 2%
medikabazaar | USs500Mn
ProCured Cure (Apr-22) 607 1,600 2,400 6 -10 -72 1% -1% -3%
% USS 144Mn
aknamed (Sep-21) 150 867 1,301 -4.2 -100.0 -130 -3% -12% -10%

*TCHF estimate
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Telemedicine As a standalone model has collapsed

1) The sub-segment has seen funding of ~ US$ 250Mn over the past 3 years. Companies are operating on
a very high cash-burn model and their current cash run-way is < 6 months.

2) The sub-segment on a standalone basis has failed to establish a profitable model. Existing players like
such as Practo, Medibuddy, Clinikk are generating majority of their revenues services like subscriptions,
offline healthcare delivery (Clinikk has opened primary health centers), and diagnostic tests. Telemedicine
has become a feature of a wider healthcare platform.

3) This segment will actively scout for fresh capital given their limited cash run-way and unprofitable
business model. We could see further disruption (employee lay-offs, discontinuation of services) and low
growth rates by existing companies in this segment as the funding environment continues to be challenged.

Revenue (INR Cr) EBITDA (INR Cr)

EBITDA margin (%)

Companies Last Valuation

FY21 FY22 FY23* FY21 FY22 FY23* FY21 FY22 FY23*
.practo. USS 220Mn
(Aug-20) 102 140 160 -15 57 -48 -15% -41% -30%
(Sep-21) 13 52 60 -98 -201 -60| -731% -387% -100%)
. - USS 322Mn
@ Medl BUddy (Feb-22) 153 237 350 -4 -225 -263| -3% -95% -75%)
° . USS 31Mn
QSB C LINIKK (Jan-23) 8 73 100 -4 -10 -25 -53% -14% -25%)

*TCHF estimate

Fitness, Diet & Chronic Disease Management Business model yet to evolve

1) The sector has attracted US$ 750M in funding and despite unit economics for the space being well-
established in the fitness and diet category, high cashburn has left the players with limited cash runway of <
9 months.

2) The digital only players such as Healthify Me and Fittr are currently loss-making. The market leader
Cure.fit backed by Tata Group is taking a phygital approach which has higher realizations and scale
potential. Chronic Disease management sub-segment has faced scalability challenges, companies like
Phablecare, Ultrahuman are unable to scale despite significant funding raised.

3) The key to success in this segment remains the stickiness of the customer base as the value proposition
and outcomes are well defined. In Chronic Disease management, the business models will continue to
evolve as current models haven’t managed to scale.

Revenue (INR Cr)

EBITDA (INR Cr) EBITDA margin (%)

Companies Last Valuation

FY21 FY22  Fy23* FY21 FY22  FY23* FY21 FY22  FY23*
202 Cre fit | USS168n
~ (May-22) 161 216 324 -671 -681 -324]  -417%  -315%  -100%
ATy HealthifyMe | US$500Mn
(Jul-21) 87 186 279 -18 -155 -209 -21% -83% -75%
— = | UsssoMn
~ITT, (Sep-21) 59 90 113 5 -24 -17 8% -27% -15%
= US$ 35Mn
ULTRAHUMAN (Aug-21) 2 7 9 -22 -54 -44(  -1100%  -771%  -500%
*TCHF estimate
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