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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this document were
extracted from different official government publications, available sources from public market
research and other sources from independent suppliers, and from the independent industry report
prepared by Frost & Sullivan. We engaged Frost & Sullivan to prepare an independent industry
report in connection with the [REDACTED]. The information from official government sources has
not been independently verified by us, the Joint Sponsors, the [REDACTED], the [REDACTED],
the [REDACTED], the [REDACTED] or any of their respective directors and advisers, or any
other persons or parties involved in the [REDACTED], and no representation is given as to its
accuracy.

THE HEALTH AND WELLNESS MARKET IN CHINA
Overview of the Health and Wellness Market in China

The health and wellness market in China has been growing significantly in recent years. According
to the Frost & Sullivan Report, the total healthcare expenditure in China exceeded RMB7.2 trillion in
2020, and is expected to reach RMB17.6 trillion in 2030, representing a CAGR of 9.3% from 2020 to
2030.

Such rapid development of the health and wellness market in China is driven by a number of key
factors, including the increase in per capita disposable income, the aging of the population and the
development of medical insurance policies. The disposable income of Chinese residents continued to
increase in recent years, along with the trends of economic growth and urbanization, resulting in growing
health awareness and more active management of health and wellness in China. At the same time, China’s
population aged 65 and above has been constantly growing, and is expected to increase at a CAGR of 5.3%
from 2020 to 2030, accounting for 21.9% of the total population by 2030. Besides, the commercial medical
insurance as a percentage of the total healthcare expenditure in China is expected to increase from 4.0%
in 2020 to 16.1% in 2030, according to the Frost & Sullivan Report.

The health and wellness market primarily consists of the following segments: (i) the healthcare
services market, (ii) the healthcare products and devices market, (iii) the consumer healthcare market, and
(iv) the healthcare infrastructure market. By 2030, these segments in China are expected to reach
RMBI10.1 trillion, RMBS5.7 trillion, RMB4.4 trillion and RMBI1.2 trillion respectively, representing a
CAGR of 8.8%, 8.3%, 19.7% and 20.0% from 2020 to 2030, according to the Frost & Sullivan Report.

China’s healthcare providers consist of hospitals, primary healthcare institutions, and other
healthcare institutions, among which hospitals play the most important role. There were 34,354 hospitals
in China by the end of 2019, among them there were 11,264 Class I hospitals (33%), 9,687 Class II
hospitals (28%), 2,749 Class III hospitals (8%) and 10,654 unrated hospitals (31%). The number of
outpatient visits increases at a steady pace from 2015 to 2019. There are mainly two kinds of institutions
accepting outpatient visits: hospitals and primary healthcare institutions. From 2015 to 2019, the total
number of outpatients visit increases from 7,693 million to 8,720 million, with a CAGR of 3.2%. Between
the two kinds, primary healthcare institutions take more outpatient visits: over 50% of outpatient visits
happen in primary healthcare institutions. From 2015 to 2019, the CAGR of primary healthcare institutions
is 1.1%. In 2020, China total healthcare expenditure is divided into four parts. Amongst, basic medical
insurance expenditure takes 29.1%, out-of-pocket health expenditure occupies 28.4%, and commercial
medical insurance expenditure only dominates 4.0%. With the reform of China medical insurance system,
the percentage of commercial medical insurance expenditure is expected to increase to 16.1% of the total
expenditure in 2030. Meanwhile, basic medical insurance expenditure is projected to slightly increase to
34.5% and out-of-pocket health expenditure would be 23.5%. Due to the increasing number of aged
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populations, higher disposable income and growing number of younger generations affected with diseases
due to heavy workload and unhealthy life style, the total healthcare service spending in China grew at a
CAGR of 16.6% from 2015 to 2019, and is expected to keep growing in the following years. Particularly,
the CAGR of commercial medical insurance expenditure will be the greatest, with the CAGR from 2015
to 2019 being 32.5% and that from 2019 to 2024 being 31.0%.

Overview of the Digital Health and Wellness Market in China

The advancement of digital technologies, such as big data, cloud storage and Al technologies, has
substantially transformed the way healthcare products and services are provided. Chinese consumers are
expanding their spending on online services. The advancement in technologies, coupled with Chinese
consumers’ increasing spending on online services, resulted in the rapid digitalization of the health and
wellness market in China, and shaped the foundation of the digital healthcare industry in China.

The digital health and wellness market in China reached RMB307.4 billion in 2020, and is expected
to grow rapidly to reach RMB4.2 trillion in 2030, representing a CAGR of 29.8% from 2020 to 2030. The
digital health and wellness market is mainly comprised of digital retail pharmacy, online medical
consultation, online consumer healthcare and health IT infrastructure. The digital retail pharmacy market
accounts for the largest segment within the digital health and wellness market by transaction volume, with
a GMV of RMB172.7 billion in 2020, and is expected to reach a GMV of RMB1.4 trillion in 2030,
representing a CAGR of 23.1% from 2020 to 2030.

Breakdown of China Digital Health and Wellness Market by GMYV, 2015-2030E
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Source: Frost & Sullivan Report

In the backdrop of the COVID-19 pandemic, digital health and wellness market is currently ushering
unprecedented growth opportunities. The digital health and wellness market as supplementary to the
traditional health and wellness market has been widely recognized by the government and medical service
users in China. The pandemic cultivated consumer habits, thus fostered stable digital health customers
base. According to China Internet Network Information Center (CNNIC), until December of 2020, the
number of online users of digital medical services is 0.215 billion with the penetration rate of 21.7%. The
online diagnosis and treatment of the hospitals under the administration of the National Health
Commission has increased 17 times over the same period last year. The pandemic also promptes the
government and policy support for digital health and wellness market. Multiple favorable policies have
been introduced to support online diagnosis and treatment. Some restrictions on the digital health and
wellness market also get relieved. These positive factors brought by COVID-19 pandemic effectively drive
the medical resources to be optimized and allocated to remote areas, empowering the growth of digital
health and wellness market.
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Growth Drivers of the Digital Health and Wellness Market in China

The rapid growth of the digital health and wellness market in China is primarily driven by the
following factors:

. Increasing demand for digital healthcare services. The number of active mobile Internet users
in China has been constantly growing in recent years, and had reached 986 million as of
December 2020. Meanwhile, Chinese consumers are becoming increasingly conscious of health
and time, leading to a higher willingness to pay for convenient and professional digital
healthcare services. At the same time, the relatively scarce and unevenly distributed medical
resources in China call for accessible and convenient solutions for healthcare services, such as
remote provision of medical services. Such unmet needs stimulate the growing market demand
for digital healthcare services, such as drug express delivery, online medical consultation and
online medical insurance reimbursement.

. Advancement in technologies. Technology advancement has significantly changed the way
traditional services are provided in the health and wellness industry. Al technologies and big
data are supporting a hierarchical diagnosis system while IoT and 5G are innovating health
management methods in monitoring, prevention, diagnosis and after-care. Technologies
advancement is improving the efficiency of the healthcare industry in China and the accuracy
of medical diagnosis, and forming new business models.

. Policy support. Policies favorable to the digital health and wellness market in China have been
promulgated in recent years. See “The Health and Wellness Market in China — Major
favorable policies fostering the digital health and wellness market in China.”

Major Favorable Policies Fostering the Digital Health and Wellness Market in China

Favorable policies to the digital health and wellness industry have been promulgated in China in
recent years, influencing and reshaping the digital health and wellness market in China. Such policies
include, among others:

. The “online-order and offline-delivery” model. The “online-order and offline-delivery” model
refers to the business model where consumers receive drugs ordered on Internet platforms
through pick-up at offline pharmacies, or offline delivery from such pharmacies. According to
the Frost & Sullivan Report, since 2015, Chinese government has been recognizing and
promoting the “online-order and offline-delivery” model. For example, in 2019, Chinese
National Health Commission issued “the Outline of Promoting the High-quality Development
of Health and Wellness Industry (2019-2022),” which permitted the delivery of prescription
drugs ordered online to consumers by third-party delivery.

. The establishment of the regulatory framework for online consultation. The development of
digital technologies has accelerated the progress of medical treatment and online consultation.
According to the Frost & Sullivan Report, since 2018, favorable policies formulated by central
and local governments fostered the online consultation market. For example, in 2018, the
National Health Commission of China issued “Measures for the Administration of Internet
Hospital”, which set out detailed requirement for market access, practice discipline and
supervision of online medical services.
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5G Empowered Digital Healthcare

Consumers are becoming more comfortable with online consultations and digital retail pharmacies
due to the continued impact of COVID-19, and the construction of new infrastructure such as 5G networks
is conducive to further promoting the cultivation of new replicable and replicable 5G smart healthcare
products. The Chinese government has consistently promoted the process of digitalization of healthcare.
For example, the Ministry of Industry and Information Technology and the State Health and Welfare
Commission announced in August 2021 the “5G+ Healthcare Application Pilot Project List”, covering
various directions such as online consultation, online treatment and online healthcare management.

More standardized industry management

The quality of digital healthcare has always been a key concern for patients, and the achievement of
goals such as traceability of the treatment process and the the online drug sales is conducive to the further
expansion of the online healthcare services market in China. There are a number of policies in recent years
have demonstrated the Chinese government’s protection of the regulated and sustainable development of
the digital health and wellness market. For example, at the end of October 2021, NHC issued “the
Announcement on the Public Consultation on the Rules for the Regulation of Internet Medical (Draft for
Comments)” to ensure that digital health and wellness market enters a phase of regulated and high-quality
development.

. Prescription outflow. Prescription outflow refers to a process that enables in-hospital
prescription to be fulfilled by out-hospital channels. According to the Frost & Sullivan Report,
the market of prescription outflow was RMB304 billion with a penetration rate of 25.4% in
2020 and is expected to reach RMB 1,437 billion with a penetration rate of 57.2% in 2030. Such
trend of prescription outflow is expected to boost online medical consultation and drug delivery
business significantly.

. The reimbursement of online medical service. The approval of the online payment covered by
the basic medical insurance fostered a favourable policy background for the reimbursement of
online medical service, along with a series of policies promulgated by Chinese central and local
governments. For example, in August 2019, Chinese National Health Commission issued
policies such as “Guidance on Improving Policy for “Internet + Medical” Service Price and
medical insurance payment,” which set out requirements for promoting the online payment
covered by the basic medical insurance.

Future Trends of the Digital Health and Wellness Market in China

The above-mentioned growth factors are expected to lead to rapid penetration of Chinese digital
health and wellness market in the foreseeable future. The key trends of the digital health and wellness
market in China are as follows:

. The increase in the penetration rate of digital pharmacies. The penetration rate of health
products in online retail channels in online retail channels are expected to increase according
to the Frost & Sullivan Report. The trend of digitalization reshaped the traditional
pharmaceutical retail market with digital health and wellness products and service offerings,
and enabled different types of digital pharmacies to flourish, addressing consumers’ demand
for access to medical products and services that are expressly delivered, conveniently prepared,
24/7 accessible, individually tailored, and with user-friendly protection of privacy. Digital
pharmacies are operated primarily under two business models including e-commerce and
on-demand.
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. The empowerment of medical professionals and offline medical institutions by digitalization.
More medical professionals and offline medical institutions will provide healthcare products
and services through online channels and platforms, which further facilitates consumers to
switch to online medical services.

. Advancement of the online chronic disease and healthcare management. With the in-depth
cooperation with hospitals and medical institutions, the online platforms for chronic disease
and healthcare management are expected to improve treatment efficiency. Such online
platforms will empower doctors by allowing them to reach a broader patient base, have
efficient follow-up management of patients and convenient communication with patients.

THE DIGITAL RETAIL PHARMACY MARKET IN CHINA
Overview of the Digital Pharmacy Market

The healthcare products and devices market refers to the market of selling pharmaceutical products
to medical institutions, retail pharmacies, other distributors and other manufacturers, which represents a
significant component of the health and wellness market in China. The healthcare products and devices
market has developed rapidly at a CAGR of more than 10.1% from 2015 to 2019, and 7.7% from 2019 to
2030, respectively, and is expected to exceed RMB6.0 trillion in 2030.

The retail pharmacy market accounts for a significant portion of the healthcare products and devices
market. The size of the retail pharmacy market in China has rapidly expanded at a CAGR of more than
8% from 2016-2020, and 14.5% from 2020-2030, respectively, and is expected to exceed RMB1.8 trillion
in 2030. The growth rate of the retail pharmacy market is the highest among all the segments in healthcare
products and devices market, which is mainly due to the development of digital retail pharmacy market.
Digital retail pharmacy market consists of pharmaceutical e-commerce business model and the on-demand
digital pharmacy which adopts the online-order and offline-delivery model. The digital retail pharmacy
market has grown rapidly at a CAGR of 30.7% fron 2016 to 2020 and 23.1% from 2020 to 2030
respectively, and is expected to exceed RMB1.4 trillion in 2030.

China Retail Pharmacy Market, 2016-2030E
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2016-2020 30.7% 1.1% 8.2%
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Source: Frost & Sullivan Report
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As online drug purchase is convenient and cost-effective, an increasing number of consumers choose
to order pharmaceutical products online and receive delivery offline. To capitalize on the trend of online
drugs purchase, retail pharmacies in China have gradually launched online business. The business model
of retail pharmacy is evolving and experiencing the following three stages:

Stage two: Hybrid
retail pharmacy

Stage one: Traditional

offline retail pharmacy Stage three: Digital Pharmacy

Pharmaceutical On-demand digital

e-commerce pharmacy

Core business model . . . . Offline pharmacy stores Offline pharmacy Mixture of online and Mixture of online and
stores combined
with third-party

online platforms

offline business offline business

Business activities
and transactions
between pharmacy
and consumer are
taken place on
Internet.

Combination of online diagnosis with drugs;

Self-operated and
third-party online
platform with
offline stores

Services available . . . . . Sales of pharmaceutical products, medical
appliances and supplements;
Face-to-face advice on the use of drugs or medical
appliances

Provision of value-added services for patients
with chronic diseases;

Offering online order and offline delivery
services

Store density and Large-scale

Mainly located near hospitals, sub-districts, Optimized location

location . ... ... .. business districts and residential districts. warehouses for selection based on
inventory Al algorithms for
management efficiency and
coverage
Sales per unit area Approximately RMB45-90  Approximately NA. Approximately
(per day* per RMB45-90 RMB140-180
square metre) . . . . . .
Inventory efficiency . . . . Low Low High High
Delivery mode . . . . . . . Pick-up from store Pick-up from store Express delivery Pick-up from store,
and express On-demand express
delivery delivery
Management mode . . . . . Chain management Chain management  Information Information
management management
Operation hours . . . . . Most are not 24/7 Most are not 24/7 2411 2411
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Compared with traditional offline pharmacies, the on-demand digital pharmacies primarily have the
following advantages:

. Better customer experience. Healthcare consumers continue to seek for high-quality health
products and services that provide premium customer experience. Digital pharmacies are able
to provide convenient, on-demand, customized healthcare product and service offerings, on a
24/7 basis, thus providing customers with improved consumption experience.

. Less affected by the location. Traditional pharmacies are mostly located in geographic locations
with massive traffic, such as regions near hospitals, downtown areas and commercial districts.
With the increasing rental cost of commercial properties, the rental cost of traditional
pharmacies has been increasing accordingly. As digital pharmacies are often strategically
located in areas where they can achieve optimal efficiency and coverage, and are operated
online as well as offline, the performance of digital pharmacies are less affected by their
locations and therefore are able to achieve high efficiency.

. Higher operational efficiency. Empowered by technologies and equipped with more intelligent
operating systems in information management, supply chain management and inventory
management, digital pharmacies are able to overcome the obstacles hindering the operations of
traditional pharmacies, thus achieving higher operational efficiency, as evidenced by higher
level of sales per unit area.

Competitive Landscape in the Digital Retail Pharmacy Market in China
Key players in this market are major digital healthcare companies and retail pharmacies in China.

The following diagram illustrates the competitive landscape of China’s digital retail pharmacy market by
revenue in 2020:

Revenue®,
Rank Company Name Billion RMB Market Share  Business Description Operating History

1 Company A 16.8 9.7% It provides users with an It started healthcare business as a
integrated one-stop stand-alone business unit of its
shopping experience, parent group in 2014;
combining direct It launched online consultation
sales, online services in 2017;
marketplace and It launched its online medical
omnichannel insurance payment in 2019.
initiative.

2 Company B 114 6.6% It provides omni-channel It acquired the right to operate online
direct pharmaceutical pharmaceutical business on an
sales, pharmaceutical e-commerce platform in 2015;
platform business and It launched new retail pharmaceutical
new retail service and launched ‘online drug
pharmaceutical purchase, delivery drug home’
business. service in 2018;

It launched its online health insurance
payment platform for chronic disease
management in 2019;

It launched its mobile APP to provide
online healthcare services in 2020.
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Revenue™,

Rank Company Name Billion RMB Market Share  Business Description Operating History
3 1.7 1.0% We provide express ‘We launched our mobile APP to

digital healthcare provide drug delivery and
services, including comprehensive healthcare services in
on-demand 2015;
pharmaceutical retail, ~We planned the layout of smart
online medical pharmacies in Beijing and Shanghai
consultation and in 2016;
chronic disease Our Hainan Internet Hospital obtained
management, the Medical Institution Practicing
primarily with License in Hainan and launched our
online-to-offline online medical consultation service in
solutions. 2019;

‘We launched the innovative “DTP to
Home” business by incorporating
on-demand service onto DTP smart
pharmacies in 2020.

4 Company C 1.6 0.9% It provides online It opened its first DTP pharmacy in
pharmacies, Internet 2016;
hospitals, online It established an Internet chronic disease
medical consultation, management hospital in 2017;
chronic disease Its Internet hospital was incorporated
management and other into the designated medical
services for users. institution of medical insurance in a

Chinese city in 2020.

5 Company D 13 0.8% It provides users with It launched its official website in 2011;
convenient medical Its wireless business department was
services including established in 2013;

online health-related It launched its mobile APP in 2014;
products sales, online It opened its first offline store in 2015.
medical consultation,

registration service,

vaccination

appointment and online

medical examination

appointment.

Source: Frost & Sullivan Report

(1) Revenue refers to all revenue generated from online direct sales.
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On-demand Digital Pharmacy Business

The market of on-demand digital pharmacy grew significantly from RMB2.0 billion in 2016 and
expanded at a CAGR of 67.7% from 2016 to 2020, and is expected to reach RMB138 billion in 2030,
representing a CAGR of 24.3%. Furthermore, it is expected that the proportion of on-demand digital
pharmacy in the digital retail pharmacy market increased to 10.0% in 2030 from 9.15% in 2020. Currently,
we are the largest player of China’s on-demand digital pharmacy market, with a market share of 8.5%.

China On-demand Digital Pharmacy Market, 2016-2030E

Period CAGR
2016-2020 67.7%
2020-2030E 24.3%

10.0%
96% 99%  99% 98%  9.9% 9

93% 929 929 4%

Billion RMB

2016 2017 2018 2019 2020 2021E  2022E  2023E  2024E  2025E  2026E  2027E  2028E  2029E  2030E

—@—— On-demand retail pharmacy as a % of digital retail pharmacy

Source: Frost & Sullivan Report

In general, the business model of on-demand digital pharmacy has the following advantages over
pharmaceutical e-commerce:

. Timeliness and convenience. Pharmaceutical e-commerce provides online stores supplied by
large-scale warehouses, which features with the vast product categories and sufficient stock to
satisfy customers’ various demand. Products are packed and shipped through systematic
logistics network from warehouses. As the pharmaceutical e-commerce platforms rely on
logistics for drug delivery, there is usually a time lag of one to two days between order
placement and drug delivery, which cannot fulfil the demand of emergency drug delivery.
On-demand digital pharmacy is a boosted business model that enables “online-order and
offline-delivery”. Stores are evenly distributed throughout the commercial district with a large
flow of people. Most of the on-demand digital pharmacies provide consumers with offline
on-demand delivery service with professional delivery team equipped with tailored equipments
for drug express. Products purchased online can be picked up or delivered offline within half
an hour after online purchase. Compared to e-commerce platforms, on-demand digital
pharmacy brings more convivences and higher timeliness for customers who are in need of
emergency medicines for sudden diseases. The on-demand pharmacies and offline outlets are
usually equipped with pharmacists.

. Higher inventory efficiency. Compared with pharmaceutical e-commerce platforms which rely
on centralized warehouses to fulfil the user demands, on-demand digital pharmacies use
scattered offline stores for dispensed storage. According to the Frost & Sullivan Report, the
warehouse of pharmaceutical e-commerce platforms needs to maintain over 10,000 SKUs,
while on-demand digital pharmacies only need to maintain 3,000-5,000 SKUs. Lower storage
pressure in each store enables on-demand digital pharmacies to keep an overall higher
inventory efficiency.
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The business model of on-demand digital pharmacy has sorts of entry barriers, including but not
limited to: strong delivery capability, which enables the pharmacies to timely deliver medical products to
users; the ability to integrate online and offline sources; the excellent supply chain management capability;
a reliable brand recognition and quality service to attract users; and pharmaceutical products covered by
medical insurance and corporate welfare.

Key players in this market are major digital healthcare companies and retail pharmacies in China.
The following diagram illustrates the competitive landscape of China’s digital retail pharmacy market by
revenue in 2020:

Revenue'",

Rank Company Name Billion RMB Business Description Operating History

1.1
1

We provide express

digital healthcare
services, including on-
demand pharmaceutical
retail, online medical
consultation and
chronic disease
management, primarily
with online-to-offline
solutions.

We launched our mobile APP to
provide drug delivery and
comprehensive healthcare services in
2015;

We planned the layout of smart
pharmacies in Beijing and Shanghai
in 2016;

Our Hainan Internet Hospital obtained
the Medical Institution Practicing
License in Hainan and launched our
online medical consultation service
in 2019;

We launched the innovative “DTP to
Home” business by incorporating on-
demand service onto DTP smart
pharmacies in 2020.

1.0 Its business covers the It officially entered the field of
2 Company E pharmaceutical and e-commerce and expanded online
health product channels in 2010;
circulation, retail, Its WeChat mall was officially launched
Internet health in 2017.
management and other
industry chain.
1.0 It provides online drug It is essentially a business-to-customer
3 Company F sales service through its online pharmacy and has built a
subsidiaries, which retail + distribution business model
includes online-to- since 2015.
offline and business-to-
customer, facilitating
the purchase of
medicines without
contact with users.
0.3 It relies on offline stores It opened its first pharmacy under
4 Company G to carry out drug retail supermarket business model in 2001

business, and develops
online business through
major e-commerce
platforms and private
channels.
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Revenue”,
Rank Company Name Billion RMB Business Description Operating History
0.3 Its business covers offline It obtained the Internet Drug
5 Company H retail pharmacies and Transaction Service Qualification

online-to-offline retail Certificate (Type C) in 2014;
business, under which It established online stores at
it sells and delivers e-commerce platforms in 2015;
pharmaceutical products It implemented“online + offline” model
to users that purchase and extended to five cities in China
products from its online in 2018;
retail pharmacies, and It launched SaaS solutions business in
provides SaaS solutions 2019.

and empowering
services to industry
customers.

Source: Frost & Sullivan Report

(1) Revenue refers to self-operated on-demand business.

THE ONLINE MEDICAL CONSULTATION MARKET IN CHINA

Online medical consultation refers to healthcare consultation services such as general medical
consultation, follow-up diagnosis and online treatment conducted through online platform. The
development of new technologies such as big data, Al and 5G technologies have established consumer’s
habit of using online medical consultation. Individuals’ health profiles can be better stored and analyzed
online to allow more precise matching between patients and possible therapeutic options. The online
healthcare services can collect more data to provide personalized therapeutic options to users. China’s
online medical consultation market grew significantly at a CAGR of 72.0% from 2016 to 2020 and is
expected to reach RMB448.3 billion in 2030.

Online Medical Consultation Market in China, 2016-2030E

Period CAGR 50.5%
47.4%
2016-2020 72.0%
42.5%
2020-2030E 36.8%

Billion RMB

19% 2%  38% 6.0%

2016 2017 2018 2019 2020 2021E  2022E  2023E  2024E  2025E  2026E  2027E  2028E  2029E  2030E

mmmm Online medical consultation market ~—e— Online medical consultation volume as a % of total medical consultation volume

Source: Frost & Sullivan Report
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With the continuous expansion of the digital health and wellness market and the advancement of
Internet technologies, China’s online medical consultation market will integrate with digital retail
pharmacy to form a closed-loop ecosystem to provide one-stop healthcare service. According to Frost &
Sullivan Report, the key drivers of the future, online medical consultation market in China are:

. Advancement in technologies that propel the transition from hospital-based standardized
consultation to consumer-based personalized consultation. With the advancement in relevant
technologies, the online medical consultation industry is undergoing the transition from
hospital-based services to consumer-based services. The pharmacy platforms will be deeply
integrated with intelligent technologies and provide tailor-made healthcare services to match
each patient’s demand and consumption capacities.

. Greater participation of medical experts. The coordination among commercial application,
academia and research, and the cooperation among physicians have become a symbol of the
popularization of digital health and wellness. Relying on the digital health and wellness
platforms, deeper cooperation among medical experts, well-known physicians and medical
expert groups may facilitate the improvement of the overall healthcare level of the society and
the expansion of the healthcare market.

. Inclusion into medical insurance. The “Internet + medical insurance” is gradually becoming
the mainstream of medical insurance payment. The integration of online medical consultation
with medical insurance payment can help reduce the burden of medication for chronic disease
patients. The behaviors of consultation and drug purchase online will become more frequent in
the future, and the online medical consultation platform will generate greater social value.

Since online medical consultation is an important part of digital health and wellness market, digital
retail pharmacies and digital healthcare providers are main types of players in the online consultation
market. We are one of the top 10 players in online medical consultation market by online consultation
volume reached 4.4 million in 2020 with a market share of 0.5%.

THE CHRONIC DISEASE MANAGEMENT MARKET IN CHINA

As the aging process of China’s population continues to accelerate, various chronic diseases
significantly affect the health of Chinese people. According to the Frost & Sullivan Report, the occurrence
of chronic diseases such as hypertension, podagra, diabetes, AIDS, chronic kidney disease and hepatitis
increased from 2016 to 2030. The scale of the chronic disease expenditure in China is expected to expand
significantly in the next decade and exceed RMB1.2 trillion by 2030, at a scale of five times larger than
that of 2016. Chronic disease management refers to the establishment of an integrated system of
intervention and management for chronic disease throughout different stages of the continuum of chronic
disease care, ultimately strengthening disease control, preventing disease deterioration, and controlling the
overall medical cost, it is a good channel for players in digital healthcare industry to acquire customers.
According to the Frost & Sullivan Report, the development of chronic disease management market is
driven by a number of factors, including the aging population, the increase of young chronic disease
patients, and the growing health awareness, and almost all players in digital healthcare industry have laid
out chronic disease management, resulting in a more fragmented chronic disease management market in
China at present.

There are two major future trends of chronic disease management, including the digital management
of chronic disease and personalized treatment. The medical experts can use advanced digital solutions to
manage chronic diseases by monitoring patients’ health profiles and managing treatment outcomes
throughout the chronic disease lifecycle. Meanwhile, by using digital management tools, medical
professionals may provide users with health management suggestions through big data analytics.
Furthermore, chronic disease management can closely combine with precision medicine, which gives
patients a better treatment tailored to their own conditions. Personalized treatment plans can be made
based on insights into user’s health profiles, backed by data analytics and Al technologies.
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INDUSTRY OVERVIEW

SOURCE OF INDUSTRY INFORMATION

We have engaged Frost & Sullivan, an independent global market research and consulting company,
to conduct an analysis and prepare an industry report on China health and wellness, healthcare service and
Internet healthcare markets in this document. We incurred a total of RMB600,000 in fees and expenses for
the preparation of the Frost & Sullivan Report. Frost & Sullivan prepared its report based on data released
by government institutions and non-government organizations and its primary research.

Forecasts and assumptions from the Frost & Sullivan Report are inherently uncertain because of
events that cannot be reasonably foreseen, including but not limited to the actions of government,
individuals, third parties and competitors. Specific factors that could cause actual results to differ
materially include but not limited to inherent risks, financial risks, labor risks, supply risks, regulatory
risks and environmental factors in China health and wellness, healthcare service and Internet healthcare
markets.

Except as otherwise noted, all of the data and forecasts contained in this section are derived from
the Frost & Sullivan Report. We confirm that after taking reasonable care, there has been no adverse
change in the market information since the date of the report prepared by Frost & Sullivan which may
qualify, contradict or have an impact on the information set forth in this section in any material respect.
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