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AChanging retail landscape for consumer health and personal care in
Europe

AArrival of new pharmacy groupings i Mixed format multi-channel
structures with Europe-wide reach

. ANew retail trends - the multi-channel shopping experience i
4 integration of online services with traditional pharmacy supported by

; )| - : retail and mobile apps at point of sale
: *’ AGame changing impacts - buying power and marketing clout of a
‘ globally organized drugstore chain Walgreens Alliance Boots
' A A new vision of the future

Source: OTC Distribution in
Europe 2012 edition

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 2



Based on 2 Major Consumer
Healthcare Market Studies from
James Dudley Management

tion
OT1C Distribu
in Europe

EnfenngO"f::NEra OTC Distribution in Europe 2012
> _edition
N S Mfall order g
. p Inter
Mail Order and Internet Pharmacy ™ ' in Europg O

in Europe 2012 edition | i”u‘i,’/”ci!;e

JAMES DUDLEY
%Nr


http://www.james-dudley.co.uk/
http://www.james-dudley.co.uk/
http://www.james-dudley.co.uk/

A Study of Consumer Healthcare Channels in
19 European Countries

588 million inhabitants

N .
157,000 pharmaciess
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European Retail Pharmacy Market (19 Market Study}= "

Pharmacies Product Sales € Millions Average Annual Turnover

Denmark

Sweden
Finland
Norway
Netherlands
Slovenia
Austria
Switzerland
UK

France
Germany
Italy

Total 19 Countries under Study
Spain
Belgium
Slovakia
Hungary
Czech
Russia
Poland

6.30

3.90
! 3.60
— 3.48
—— 3.22
— 280
— 2.40

} 225
I .11

E—

|

— .94
—1.94
—— 1.47
— 1.7
— 1.26
m—1.13
— .09
— (.92
_ 0.92

— (.68

|
— (.63

European retail pharmacy is made up
of relatively small turnover enterprises
highly dependent on price regulated
business

Source: OTC Distribution in Europe 2012 edition

A Average turnover is U1.47 million p.a.
A 2 thirds of pharmacy turnover is price

regulated i.e. reimbursed business, fees
and services

OTC Distribution in

Other Health &
Beauty
22%

T

Prescription
Business
69%

OTC Self
medication
9%

Europe 2012 edition

21 November 2012 www.James-dudley.co.u
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JAMES DUDLEY

European Healthcare - Change Factors MANAGEMENT

ACost of social healthcare - Capital investment, new sophisticated drugs and procedures i pharmaceuticals an

their distribution channels become easy targets for cost cutting i prices, margins, fees, generic substitution targ
etc.

AAging populations i emerging silver market i longer term health issues and costs i home treatment and care

A Concentration of the intermediary sector in Europe e.g. Alliance Boots i Anzag, Sanastera (Sanacorp CERP
merger) with :

ADiversification along the supply chain i retail chains, Internet services, pre-wholesaling

AGrowing investment in emerging markets outside Western Europe (e.g. Celesio Brazil, Alliance Boots
Turkey, Middle East , China and SE Asia, Oriola Russia)

AShift from price regulated to unregulated price sectors (Manufacturer outsource services, homecare etc.)

AMaintenance of core wholesaler business as the main cash cow to invest in new sectors and markets

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 6
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Mass Market Chains new Stakeholders in Consumer Healthcare

AMass market operators taking share of non-prescription market in the United Kingdom, Switzerland and
Sweden as well as the Central and Eastern European States

AAIl major supermarket chains in the United Kingdom operate pharmacy chains i Tesco, Sainsbury,
Morrison and the Coop

AGalenica has opened 44 pharmacies in a joint venture with the Coop under the name Coop Vitality in
Switzerland

Aln Sweden Oriola-KD formed a partnership with KF (Kooperativa Forbundet) for a pharmacy chain
Kronans Droghandel and the supermarket chain ICA has opened up shop-in-shop pharmacies under the
banner ICA Cura

AJderonimo Martins (JM), a Portuguese retailer, is developing a pharmacy chain in its Biedronka discount
chain, the largest in Poland with 834 outlets

ACoop, Auchan, Leclerc and Carrefour have set up pharmacist managed pharmacy corners in their hyper-
markets in Italy

Aln Russia, A5 has opened drugstores in some of t
| argest food retailer with a minority holding in

AGerman and Austrian druggists taking a pharmacy position in partnership with mail order and Internet
pharmacy operators

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 7
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A

AArrival of new pharmacy groupings i Mixed format multi-channel
structures with Europe-wide reach

Source: OTC Distribution in
Europe 2012 edition
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Pharmacy membership of Groupings in Europe

Pharmacies in 19 Country Study 2012

Unaffiliated
Independents
52%

Wholly owned
Chains

16%

Virtual Chains
30%

tate owned
2%

James Dudley OTC Distribution in Europe 2012 edition.
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mo st h al
Pharmacies are in
groups

f

21 November 2012 www.James-dudley.co.uk
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Number of Pharmacies in Wholly Owned Groups WaLASENENT

Pharmacies in 19 Country Study 2012

Coops
5%

State Owned
8%

Small Groups 2-4
Branches
24%

s

Minor Chains 5 - 50
Branches
6%

James Dudley OTC Distribution in Europe

Location of Chain Pharmacies in Europe

16% of Pharmacies in Europe are
owned by Chains

Main international distributors forming pharmacy chains in
selected markets - Celesio, Alliance Boots, Phoenix, Mediq,

Doz SA(PGF)

Limited sized wholly owned groups reducing economic
inefficiencies - e.g. Germany

Reductions in State owned pharmacies i CEE and Sweden

New entrants - Major International retail groups participating in
the pharmacy sector Walgreens, Leclerc, Carrefour, Auchan,
Penta, Tesco, Sainsbury, Jeronimo Martins, Wal-Mart. A.S

Watson etc.
Restrictionson whol ly owned groupings
markets

Over half of chain owned pharmacies are
located in the UK

OTC Distribution in Europe 2012 edition

21 November 2012 www.James-dudley.co.uk

© James Dudley International Ltd 2012 10
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Importance of the Major Distributors in Europe ity

European Pharmaceutical Wholesalers Market Shares 19 Country Study

International
Wholesaler Alliance Whaolesaler
Shares Celesio Phoenix Boots/Anzag Sanastera Oriola Mediq % Share
Austria 48.0 17.0 65.0
S Belgium 17.1 8.1 25.2
17% Czech 38.0 17.0 55.0
Denmark 20.0 70.0 100.0
Finland 54.0 45.0 99,0
France 34.4 8.0 26.3 28.8 97.5
Germany 18.0 28.0 16.0 15.0 77.0
Hungary 35.0 35.0
_ taly 1.0 19.0 16.0 36.0
Bog't';';:;g NL 17.0 23.0 26.0 66.0
Medid oriola Sanasiorn e Norway 45.0 35.0 20.0 100.0
1% a0 6% Poland 2.0 7.0 9.0
Russia 9.9 4.3 14.2
Estimated - % Split Between Wholesale and Retail Turnover - Major Slwak. 36.0 36.0
Distributors Europe 2011 Slovenia 43.0 43.0
Spain 119 119
Average Sweden 57.0 42.0 99.0
Switzerland 20.0 20.0
AIIiance Boots/Anzag uK 33.5 15.0 I8.5 &7.0
Phoenix i :
5 AA small number of distributors control well over half the
anastera a a q a
intermediary pharmaceutical market in Europe
Oriola KD
Mediq AThese companies invest in retail pharmacy as wholly owned
chains or as affiliated marketing groups (voluntary groups)
0% 20% 40% 60% 80% 100%
W halesale Mot 5 distributors are driving the future of retail
James Dudley OTC Distribution in Europe 2012 edition. — pharmacy in EU rope

21 November 2012

www.James-dudley.co.uk © James Dudley International Ltd 2012 11



Major Retail Pharmacy Chains
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I P Il
Phannacles origin

Alliance Boots 3,280  (plus 6,000

partner pharmacies)

2276 (plus 3,000
partner phamnades &
150franchises)

Celesio

Phoenix Tamro 1,562 (plus 9,500

partner pharmacies)

Doz AS  (PGF)
{Dbam o Zdrowie - |
Care for My Health)

512 (plus 307
franchise outlets and
1,262 partner
pharmacies)

James Dudley OTC Distribution in Europe

UK, Ireland, ltaly,
Metherlands, Morway,

Switzerland(Associate),

also Sweden (JV')

Lithuania ,Russia Thailand

and Middle East(JV)
Belgium, Ireland,
ltaly, Morway, UK (JV
in the Metherlands)

UK, ltaly, Norway,
Poland, Hungary,
Baltic States

Poland, Baltic States,

UK

German

Serman

Paolish

Expanding the size and geography of retail
pharmacy multiples through the creation of hybrid
groupings made up of mixed estates of wholly
owned, franchise concept chains and affiliated
voluntary members

OTC Distribution in Europe 2012 edition

21 November 2012

www.James-dudley.co.uk

© James Dudley International Ltd 2012 12
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Pharmacies in Voluntary Groupings iy
% of Pharmacies in Virtual Chains 2011 A 78% located in France and Germany i where they do
not have to compete with large wholly owned chains
Denmark S 56, : : .
enmar | 861 A Largely driven by main pharmacy distributors e.g.:-
Germany 78.0 Celesio, Phoenix, Alliance Boots, Sanastera, Doz SA,
Erdtice 63.0 (PGF)- Poland, Galenica i Switzerland, Hungaropharma
I i Hungary
Poland 53.0
Switzerland =2 A Strengths of a chain, benefits of independent
| management
UK 34.8
Hungary I 34.6 A Branding, buyer power and patient/consumer
| services
AVERAGE 19 COUNTRIES N 9.6
Netherlands 16.0 Location of Pharmacies in Virtual Chains in Europe
Finland 11.0 S“’";:'a“d Poland Others
Norway MM 8.8 Netherlands UK 5%\ 2%
1% 9% 0)
Italy L 51 '::V 29.6% of

Europebo

Spain 4.7 Hinca
o [ v % pharmacies
Belgium E 3.9 | nvo I un '[al’y
Czech H25 grOUpIngS
James Dudley OTC Distribution in Europe 2012 edition. Germany
40%

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 13



Types of Voluntary Group
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Loose unbranded
wholesaler group

Group of independent pharmacies aligned to a wholesaler i usually low cost
membership, range of services members can choose from i the main purpose is
to promote loyalty to the sponsoring wholesaler

Tight branded
wholesaler group

Group of independent pharmacies aligned to a wholesaler i members sign up to a
brand concept and services and participate in promotions, advertising campaigns
and share consumer loyalty programmes including store cards

Branded
cooperative
(independents)

Group of independent pharmacies formed into a cooperative sharing a common
brand, or speciality i members buy shares in the cooperative, usually appoint a
management team - participate in promotions, advertising campaigns and share
services

Unbranded buying
group

Group of independent pharmacies acting as a buying collective

Franchise Concept

Independent pharmacies invest in a retail brand umbrella whose marketing,
procurement operations and formats are controlled by the brand owner

21 November 2012

www.James-dudley.co.uk © James Dudley International Ltd 2012
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Problems with Voluntary Chains e

AThere are few mechanisms to maintain the discipline of the chain

AThe failure on the part of their managements to understand the importance of differentiating their retail offer, positioning and
branding

AWholesalers have concentrated on retaining pharmacy loyalty through the leadership of groups
AMembers o6cherry pické intermediary offers rather than bui

ALack of full hearted support for organized brand promotions by group members is frustrating for manufacturers and undermines
the group buying strength

AConsumersé trust in retail brands reflect their experi aha
provide a consistent consumer offer undermine this trust

..... Members are realising that as well as good buying, innovation such as loyalty cards, branding, formatting and
promotions are important elements for competing in a competitive retail sector.....

OTC Distribution in Europe 2012 edition

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 15
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European Multi-Format Pharmacy Estates WANAGEMER T

Wholly owned retail stores

Affiliated Chains

Franchise concept Chains

E Commerce and Mail order

Multi-format
pharmacy estateg

Multi strategies
State

brands

AHybrid groups i expanding across Europe in
multi-format Pharmacy Estates

AFormats designed to meet local regulatory
and market conditions

The brand is wholly owned regardless of
who operates the pharmacy

Multi-channel
shopping

s, Dban o Zdrowie -

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 16
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A
A
e ANew retail trends - the multi-channel shopping experience i
N " NN integration of online services with traditional pharmacy supported by
3 ) " X retail and personal health apps at point of sale
. : A
' y

Source: OTC Distribution in
Europe 2012 edition
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Growth of Internet and Mail order Pharmacy SN OUDLEY

Leading Mail order and Internet Pharmacies in Germany % Market Share

DocMorris/ZurRose [ 042 AGer man y i s the | argest 0 |

market in Europe 01.2 billion ($1.5 billion)
Sanicare ?? 16.6 :
AGrowth in the absence of wholly owned pharmacy
Europe Apotheek [[NNNEGEGEGEGEGEN 147 chains

EUVersan(Iapotheke 3.0 & h a k e ou t an d consao I | d a t |

l.e. Zur Rose acquisition of DocMorris (Germany,
Apotal.de 6.7 Switzerland, Netherlands, Austria & Cz seh
Other | a— Almportance of alignments with Druggig y

| Germany and Austria

Il n Germany O6Pureplayo and 6Bricks and mc
separate and competing channels

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 18



7D

JAMES DUDLEY

MANAGEMENT

Linking mail order Internet technology with traditional

Obricks and mortar & pd¢hanmehaci es

experience 1 New trends in the USA and progressive
European States

Mail Order and Internet Pharmacy in Europe 2012 edition

nt o

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012
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Wal greendos Case Study S Bt

Philosophy - Walgreens multi-channel shoppers are estimated to be three times more
valuable than a single-channel shopper

AWal greends stated objec §5% sales Mix Walgreen's 2011
channel retailer for consumer health and life
needs in America.

AAcquisition of Drugstore.com - $456 million in
sales and 3 million loyal customers

Prescription
Business
65%

ATop 10 e-commerce player OTC Self-

care

AEnhances Wal gchaarelpddict mu | 5

offer and shopper experience by leveraging
drugstore.com's websites-d r ugst or e. c ¢
Beauty. comE, SkinStore.c
Vi si onDirect. comkE

. James Dudley Mail Order and Internet Pharmacy the 2012 edition

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 20
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Wal greendos Case Study S Bt

Philosophy - Walgreens multi-channel shoppers are estimated to be three times more
valuable than a single-channel shopper

Skl s Nkl ATo capture this target audience
Walgreens has developed and
expanded a multi-channel strategy
M Commerce through heavy investment in e-
Sl commerce and mobile technology

R Ahe new model has enabled the

store offer company to leverage its brick-and-
e _— mortar locations with convenient,
sophisticated online options.

Mobile/
Smartphone
@ — A Walgreens has also developed

mobile phone applications into another
channel which allows customers to
refill prescriptions, order photos,
browse the weekly ads and other

In-store Interface applications

James Dudley Mail Order and Internet Pharmacy the 2012 edition

Targeted POS

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 21
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Boots T Leading Pharmacy Chain in the UK - Multi-channel Strategy ="

Latest

Boots is currently testing the use of iPads

to support in-store ordering

AOur ambition 1is
customer experience across our online
and in-store offering, and to bring the
very best Boots U.K. has to offer to our
customers," Ruth Spencer, Boots U.K.
loyalty and multi-channel director

(Drug Store News 8" November 2012)

t o

E Commerce - Channel

AOrder online
pickup in-store

AOnline
promotions

AE Pharmacy
AE Clinics

i AMobile apps

In-store Channel

ALoyalty
schemes and
rewards
cr e atoEshel™ e
promotions

Aln-store based
clinics including
smoking
cessation, flu
jabs etc

Boots UK % Turnover by Category

Lifestyle
15%

—

Beauty &
Toiletries
32%

Alliance Boots 2012

Boots Opticians
%

Dispensing &
Related Income
35%

21 November 2012

www.James-dudley.co.uk

© James Dudley International Ltd 2012

0Of 13% Shoppers who bought Online last year

37%

16%
9%
5%
_r ey

Chemist Superdrug  Pharmacy2U

Direct

Sempora UK Pharmacy Study 2012

Boots Lloyds

22
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AGame changing impacts - buying power and marketing clout of a
globally organized drugstore chain Walgreens Alliance Boots

A

Source: OTC Distribution in
Europe 2012 edition

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012 23
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Walgreens Alliance Boots

Game changing impacts - Buying Power and Marketing Clout
of a Globally Organized Chain

21 November 2012 www.James-dudley.co.uk © James Dudley International Ltd 2012
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AWalgreens top 10 global retailer

AWNalgreens - the largest drugstore chain in
the US with 19% share of the retail
pharmacy market and 20.1% of
prescriptions in 2011

ASales of $72 billion in 2011
A6 million customers a day

A7,818 drugstores in all 50 states, the
District of Columbia and Puerto Rico

James Dudley Mail Order and Internet Pharmacy the 2012 edition

21 November 2012 www.James-dudley.co.uk

© James Dudley International Ltd 2012
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