Healthcare in a post-COVID-19 world
Hedley Goldberg, Global Head of Healthcare Services, Rothschild & Co

June 2022

¥ Rothschild&Co



Agenda

s

Looking back at COVID-19 (and Ukraine), what just happened...

-

(What does this mean for Healthcare? (and why does everybody keep
| buying hospitals — even shipping companies?!)

-

Recent deal activity

-

-

Current snapshot of debt and equity markets

-

-

Predictions...

-

¥ Rothschild&Co



Looking back at COVID-19 (and Ukraine), what just
happened...



1. Looking back at COVID-19 (and Ukraine), what just happened...

Hospitals closed during COVID-19, leading to a significant
backlog of procedures...

Number of people on NHS waiting lists for elective care

September 2015 to February 2022
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1. Looking back at COVID-19 (and Ukraine), what just happened...

...which resulted in longer (albeit perceived) waiting times
and a shift towards increased out-of-pocket Healthcare spend

Question: “Waiting times to get an appointment with doctors are too long in my country?”
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Note:
1.  Waiting time perception, net score (i.e. % of respondents who “Strongly agree” less % of respondents who “Strongly disagree”)



1. Looking back at COVID-19 (and Ukraine), what just happened...

Prevalence of anxiety and depression is more than double
the levels observed prior to the pandemic

Prevalence rate (%) of symptoms of

depression Pre-COVID-19 vs.
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1. Looking back at COVID-19 (and Ukraine), what just happened...

There has been an exodus of NHS workers leaving the
Healthcare sector, primarily due to low pay and high work pressure

Total voluntary resignations for NHS staff? UNISON survey findings

September 2021 UNISON survey of over 9,000 UK NHS workers (29 March 2022)
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1. Looking back at COVID-19 (and Ukraine), what just happened...

Corrupted supply chains and the huge amount of money
printed has resulted in inflation and a potential recession

US Money Supply World Energy Prices - Qil, Gas & Coal index (1980 = 100 base)
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What does this mean for Healthcare? (and why does everybody
keep buying hospitals — even shipping companies?!)



2. What does this mean for Healthcare? (and why does everybody keep buying hospitals — even shipping companies?!)

Investors perceive Healthcare companies as safe

Investments during inflationary times

Discretionary / If the product or service you offer is one that
Non-discretionary your customers need, and cannot delay
demand purchase, you will have more pricing power

______________________________________

9' Q. Companies in a competitive business will have
Competition less pricing power than otherwise similar
"‘ companies with less competition

S

Companies that face price regulation, from
Regulation governments or regulatory authorities, will be at
the mercy of regulatory pricing decisions

- - - - - - - - - - - - - ———

X Rothschild& Co source bamodaran

N - —— -

Damodaran on the importance of pricing power

“Pricing power matters a lot during times
of rising prices as companies that can
pass inflation through to customers are

more protected from inflation”

~ Aswath Damodaran

https://pages.stern.nyu.edu/~adamodar/

Healthcare procedures are generally a
necessity, not subject to the laws of demand and
supply, and could have more severe

consequences if postponed (even if elective) /

- — - - = - - — - - —— - ——

Although fragmented, the Healthcare market
tends to be dominated by a select number of key
players and the increase in build costs is
expected to create new competitive barriers

o

Fees charged by Healthcare companies are
often limited by government reimbursement
rates, however the fee increases in the

Healthcare industry are closely following inflation‘,I



2. What does this mean for Healthcare? (and why does everybody keep buying hospitals — even shipping companies?!)

HCS companies remain resilient in times of inflation

The average EBITDA margin of Healthcare Services companies has remained resilient both
throughout economic crises and during times of high / low inflation

Average Healthcare Services EBITDA margin (%)?*
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1.  Average EBITDA margin over time for S&P 500 Health Care Providers & Services group constituents



2. What does this mean for Healthcare? (and why does everybody keep buying hospitals — even shipping companies?!)

This i1s why valuation multiples for Healthcare Services
companies remain relatively stable over time...

Healthcare Services EV / NTM EBITDA (since 2000) Healthcare Services
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2. What does this mean for Healthcare? (and why does everybody keep buying hospitals — even shipping companies?!)

...and valuation levels have already recovered to pre-

pandemic levels across Healthcare Services sub-sectors

Peer groups
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2. What does this mean for Healthcare? (and why does everybody keep buying hospitals — even shipping companies?!)

Healthcare Services companies have shown resilience
through past crises

Dot-Com Bubble Global Financial Crisis
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2. What does this mean for Healthcare? (and why does everybody keep buying hospitals — even shipping companies?!)

Healthcare companies are expected to grow further as they
are underpinned by strong demand drivers

Increasing demand and expenditure on Healthcare is expected to continue in the forthcoming years?

Total Healthcare expenditure, EUR billions
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3. Recent deal activity

Selected LTM M&A deals in Healthcare Services
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3. Recent deal activity

Continuing a trend started in 2019, sponsor-to-corporate
deals is the largest share of exits

Number of global Healthcare buyout-backed exits, 2021

% 129 77 33 5
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North America Europe Asig—_ Rest of
Pacific  World
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3. Recent deal activity

Healthcare megadeals rebounded to a record level, and
Increase in dry powder has led to bigger and bigger deal sizes

Number of global Healthcare buyouts above $1 billion in value

# Deals Total dry
powder
3 [ Deween $1bn.58bn n vaue between s5bns15on mvaiue I over 8150n mvaue | —— Totalcry powder (sbr) sstn
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Sources Dealogic; AVCJ; Bain analysis, Preqin
Notes: Excludes spin-offs, add-ons, loan-to-own transactions, and acquisitions of bankrupt assets; numbers based on announcement data; includes announced deals that are completed or pending, with data subject to
change; deal value doesn’t account for deals with undisclosed values; total buyout deal values updated based on Dealogic 2021 sponsor classifications
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4. Current snapshot of debt and equity markets

European debt markets continue to be buffeted by rising rates,
Inflation, an expected consumer recession, and restructurings

€bn
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High Yield Bond issuance volume YTD 2022

Leveraged Loan issuance volume YTD 2022
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Commentary

Loan and bond volumes down over 60% and 75% respectively versus the same period last year
Banks are increasingly cautious towards underwriting new transactions
Private credit has remained robust and is gaining market share amid rising volatility and disruption

Despite a sizeable pipeline of c.€40bn across loans and bonds, near-term activity in the capital markets is expected to
remain subdued

X Rothschild & Co Sources Factset, Bloomberg, LCD 21



4. Current snapshot of debt and equity markets

Equity market update

Despite the recent drop, many investors see stocks as overvalued

Indices remain near record highs, despite macro concerns in 2022 YTD (rebased to 100)
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European investors are concerned going into 2022, with a net 10% seeing equities as “Overvalued”, suggesting further potential downside to
current valuation levels
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4. Current snapshot of debt and equity markets

Key investor themes and concerns looking ahead to the
end of 2022

Energy and Healthcare represent the largest overweight sectors?
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Sources BofA Fund Manager Survey (Apr 2022)

European snapshot of investors saying % overweight - % saying underweight
Investor views on the largest tail risk (% of respondents)

Global recession

Inflation

Russia-Ukraine conflict

A Systemic credit event
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COVID-19

Asia FX War
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Inflation is one of the top-three risks that investors see in the market
— with the associated rate hike trajectory also in focus?
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5. Predictions...

Predictions for 2022

1 Overall, M&A deal activity is expected to slowdown in H2 2022...

2 ...however Healthcare deal activity will remain pretty robust

Demand for resilient best-in-class Healthcare assets will sustain
valuation premia....

...a potential reduction in the availability of credit is the most
significant risk

¥ Rothschild&Co 25
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Disclaimer

This presentation (the “Presentation”), is being provided solely to the recipient. The Presentation is strictly confidential. Save as specifically agreed in writing by N. M.
Rothschild & Sons Limited (“Rothschild & Co”), the Presentation must not be copied, reproduced, distributed or passed, in whole or in part, to any other person.

The Presentation is for mere information purposes. The Presentation should not be used for any other purpose without the prior written consent of Rothschild & Co.

The Presentation has been prepared on the basis of publicly available information. This information, which does not purport to be comprehensive, has not been independently
verified by Rothschild & Co. The Presentation does not constitute an audit or due diligence review and should not be construed as such.

No representation or warranty, expressed or implied, is or will be made and, save in the case of fraud, no responsibility or liability is or will be accepted by Rothschild & Co or
by any of its officers, servants or agents or affiliates as to or in relation to the fairness, accuracy or completeness of the Presentation or the information forming the basis of
this Presentation or for any reliance placed on the Presentation by any person whatsoever. In particular, but without prejudice to the generality of the foregoing, no
representation or warranty is given as to the achievement or reasonableness of any future projections, targets, estimates or forecasts contained in the Presentation.

This Presentation does not constitute an offer or invitation for the sale or purchase of securities or any businesses or assets described in it, nor does it purport to give legal,
tax or financial advice.
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