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Accelerating overseas expansion in a
promising segment

®m Domestic pharmaceutical firms showing progress in sexual dysfunction treatment
segment

m Qverseas expansion picking up speed

Korean firms making strong inroads in sexual dysfunction treatment segment

We believe that now is the time for investors to begin taking notice of pharmaceutical firms
that are finding success with treatments for erectile dysfunction (ED) and premature
ejaculation (PE). In our view, sexual dysfunction drugs have the potential to become
particularly strong catalysts for their developers. Indeed, because these drugs are not covered
by Korea’s national health insurance, they are not subject to heavy downward pricing pressure.

In the first three quarters of 2013, the domestic ED treatment market contracted 30.7% YoY
to W64bn (on a cumulative basis), as the launches of generic versions of Viagra drove down
overall product prices. Hanmi Pharmaceutical has become the third-largest seller of ED drugs
in the domestic market, with sales approaching (Pfizer), or even exceeding (Donga ST), those
of original drug developers.

The domestic PE treatment market reached W1bn YTD in 3Q13 (+20.4% QoQ). The market
started to expand with the entries of domestic players beginning in August 2013. By revenue,
Menarini is the dominant leader with a market share of 78.6%. However, in terms of
prescriptions, Menarini holds only 33% of the market, followed by Donga ST (30.6%). This
suggests domestic firms are quickly expanding their market positions. The market share gap
(in terms of revenue) between the top two players is largely due to product price differences.

Overseas expansion picking up

Korean developers of ED and PE drugs have been seeing tangible results from their overseas
expansion, and they are endeavoring to step up their efforts abroad. Among these companies,
we take note Mezzion and CTC BIO.

Mezzion holds the patent for udenafil, developed in-house by Dong-A Pharmaceutical, in four
countries, including the US. The company is currently developing udenafil as a treatment for
ED and prostate hypertrophy in the US in partnership with Actavis. Since the company is likely
to submit an application for the drug in the US in 2H, its future value should attract
significant attention.

CTC BIO supplies its in-house developed film-type Viagra generic (sildenafil) to five domestic
pharmaceutical firms. The company has also signed export contracts with firms in 87
countries (via Teva in six countries). Exports of film-type sildenafil are expected to take off
next year. The company is also seeking technology transfer deals for film-type tadalafil (ED
treatment) and dapoxetine (PE treatment) with multinational pharmaceutical firms. Some
technology transfer negotiations for dapoxetine are likely to be completed in 1Q, while
partnerships related to tadalafil are likely to gain traction after the domestic approval of the
drug. Growing exports and the technology transfer of film-type ED and PE drugs should boost
CTC BIO’s medium- to long-term fundamentals.

Analysts who prepared this report are registered as research analysts in Korea but not in any other jurisdiction, including the U.S.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES & DISCLAIMERS IN APPENDIX 1 AT THE END OF REPORT.
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Figure 1. Hanmi Pharmaceutical became third-largest seller of Figure 2. Lilly made waves in the domestic ED drug market in
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Table 1. ED and PE drugs sold in the domestic market (Wmn, %)
Product name  Company Drug YTD as of 3Q12 YTD as of 3Q13 YoY
Cialis Lilly Tadalafil 21,065 17,128 -18.7
Viagra Pfizer Sildenafil citrate 21,414 9,932 -53.6
PalPal Hanmi Pharmaceutical Sildenafil citrate 19,779 9,866 -50.1
Zydena Donga ST Udenafil 13,612 8,747 -35.7
Mvix S SK Chemicals Mirodenafil 4,989 5,672 13.7
Freeya Kunwha Pharmaceutical Sildenafil citrate 1,471 3,200 117.5
Nurigra Daewoong Pharmaceutical Sildenafil citrate 1,197 1,572 313
Heragra CJ CheilJedang Sildenafil citrate 919 1,490 62.1
Mvix SK Chemicals Mirodenafil 1,479 1,013 -31.5
Happygra Samjin Pharmaceutical Ssildenafil citrate 394 1,000 154.0
Forte-V Kyung Dong Pharmaceutical ~ Sildenafil citrate 347 788 1271
Levitra Bayer Vardenafil hydrochloride 1,652 771 -53.3
Zygra Dongkoo Pharmaceutical Sildenafil citrate 92 761 725.9
Fortera Jeil Pharmaceutical Sildenafil citrate 323 663 105.3
Zepeed JW Pharmaceutical Avanafil 2,454 575 -76.6
Speeden lldong Pharmaceutical Sildenafil citrate 315 433 375
Yaila SK Chemicals Vardenafil hydrochloride 897 429 -52.2

Total 92,399 64,040 -30.7

Source: IMS, KDB Daewoo Securities Research

Figure 3. PE drugs: Menarini’s PE drug market share Figure 4. PE drugs: Domestic companies are far more
dominance is based on higher prices competitive in terms of total prescriptions
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Table 2. Domestic PE drugs and revenue (Wmn)
Company Product name Drug 2Q13 3Q13
Menarini Priligy Dapoxetine hydrochloride 816.0 7725
Donga ST Nenoma Clomipramine hydrochloride 0.0 77.2
Jeil Pharmaceutical Condencia Clomipramine hydrochloride 0.0 61.4
Chong Kun Dang Clojack Clomipramine hydrochloride 0.0 423
JW Pharmaceutical Julian Clomipramine hydrochloride 0.0 29.2
Total 816.0 982.6
Source: IMS, KDB Daewoo Securities Research
Table 3. Domestic PE drugs and number of prescriptions
Company Product name September 2013
Menarini Priligy - 30mg 2,430
Menarini Priligy - 60mg 712
Donga ST Nenoma 2,921
Jeil Pharmaceutical Condencia 1,821
ChongKunDang Clojack 1,288
JW Pharmaceutical Julian 360
Total 9,532
Source: UbiCare, KDB Daewoo Securities Research
Figure 5. CTC BIO expected to export film-type sildenafil
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APPENDIX 1

Important Disclosures & Disclaimers

Disclosures
As of the publication date, Daewoo Securities Co., Ltd and/or its affiliates do not have any special interest with the subject company and do not own 1% or
more of the subject company's shares outstanding.

Anal ification

The research analysts who prepared this report (the “Analysts”) are registered with the Korea Financial Investment Association and are subject to Korean
securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws and regulations thereof. Opinions
expressed in this publication about the subject securities and companies accurately reflect the personal views of the Analysts primarily responsible for this
report. Daewoo Securities Co., Ltd. policy prohibits its Analysts and members of their households from owning securities of any company in the Analyst’s
area of coverage, and the Analysts do not serve as an officer, director or advisory board member of the subject companies. Except as otherwise specified
herein, the Analysts have not received any compensation or any other benefits from the subject companies in the past 12 months and have not been
promised the same in connection with this report. No part of the compensation of the Analysts was, is, or will be directly or indirectly related to the specific
recommendations or views contained in this report but, like all employees of Daewoo Securities, the Analysts receive compensation that is impacted by
overall firm profitability, which includes revenues from, among other business units, the institutional equities, investment banking, proprietary trading and
private client division. At the time of publication of this report, the Analysts do not know or have reason to know of any actual, material conflict of interest of
the Analyst or Daewoo Securities Co., Ltd. except as otherwise stated herein.

Disclaimers

This report is published by Daewoo Securities Co., Ltd. (“Daewo0”), a broker-dealer registered in the Republic of Korea and a member of the Korea Exchange.
Information and opinions contained herein have been compiled from sources believed to be reliable and in good faith, but such information has not been
independently verified and Daewoo makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy, completeness or
correctness of the information and opinions contained herein or of any translation into English from the Korean language. If this report is an English
translation of a report prepared in the Korean language, the original Korean language report may have been made available to investors in advance of this
report. Daewoo, its affiliates and their directors, officers, employees and agents do not accept any liability for any loss arising from the use hereof. This
report is for general information purposes only and it is not and should not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of
the local business environment, its common practices, laws and accounting principles and no person whose receipt or use of this report would violate any
laws and regulations or subject Daewoo and its affiliates to registration or licensing requirements in any jurisdiction should receive or make any use hereof.
Information and opinions contained herein are subject to change without notice and no part of this document may be copied or reproduced in any manner or
form or redistributed or published, in whole or in part, without the prior written consent of Daewoo. Daewoo, its affiliates and their directors, officers,
employees and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale, or offer to make a
purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case either as principals or
agents. Daewoo and its affiliates may have had, or may be expecting to enter into, business relationships with the subject companies to provide investment
banking, market-making or other financial services as are permitted under applicable laws and regulations. The price and value of the investments referred to
in this report and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide to
future performance. Future returns are not guaranteed, and a loss of original capital may occur.

Distribution

United Kingdom: This report is being distributed by Daewoo Securities (Europe) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its
contents.

United States: This report is distributed in the U.S. by Daewoo Securities (America) Inc., a member of FINRA/SIPC, and is only intended for major institutional
investors as defined in Rule 15a-6(b)(4) under the U.S. Securities Exchange Act of 1934. All U.S. persons that receive this document by their acceptance
thereof represent and warrant that they are a major institutional investor and have not received this report under any express or implied understanding that
they will direct commission income to Daewoo or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed
herein should contact and place orders with Daewoo Securities (America) Inc., which accepts responsibility for the contents of this report in the U.S. The
securities described in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or
sold in the U.S. or to U.S. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong: This document has been approved for distribution in Hong Kong by Daewoo Securities (Hong Kong) Ltd., which is regulated by the Hong Kong
Securities and Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for
distribution only to professional investors within the meaning of Part | of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws
of Hong Kong) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Daewoo or
its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Daewoo and its
affiliates to any registration or licensing requirement within such jurisdiction.
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