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REDEFINING RISK IN MEDICAL DEVICE MARKETS

Situation analysis

The impact of the COVID crisis on the medical device industry

COVID-19 has destabilized fundamental processes by which the US
healthcare system creates, sells and administers care solutions. In
the medical device industry, pressures to provide market leadership,
combined with erratic demand changes, are creating new tensions.
And the markets reflected the widespread uncertainty as COVID
escalated: Stocks across many major manufacturers dropped
significantly at the end of Q1.

Social distancing and HCP overutilization may disproportionately affect
sales of medical devices. Compared to pharmaceuticals, medical
device sales puts a large emphasis on training and trial, yet sales reps
have been pulled from the field by most companies.

With CMS announcing delays on non-essential medical procedures,
medical device companies can no longer rely on these profit-driving
surgeries. Surgeons are seeing only 18% of the weekly patients they
did before March 1 and are postponing or cancelling 87% of their
procedures.’ The nearly total procedure shutdown could create a
significant backlog that will likely take more than a year to work off.

But economic implications could be even more drastic for companies
that provide hospital equipment. HCA Healthcare, the nation’s largest
for-profit hospital chain, announced they were temporarily deferring

All data cited drawn from the Ipsos MedTech Surveillance Study (April 2020)

capital expenditures, but the decline in capital purchasing will likely
linger even beyond the acute crisis, as care delivery centers struggle
to refinance.

But there are also opportunities arising. As hospitalizations increase,
S0 too does the demand for hospital basics, such as PPE, beds and
equipment. For example, 48% of US hospitals report they are already
or almost out of ventilators—and many are looking to manufacturers
to be frontline leaders in bridging these gaps. As we continue learning
about the virus, future innovation requires cross-industry partnerships,
and the FDA and EMA have shown a willingness to work together, by
relaxing regulations to accommodate immediate needs.

So, what can manufacturers do to realign with these market
disruptions?

KEY STRATEGIC CONSIDERATIONS
e How can your internal capabilities contribute to future COVID-19 care/diagnostic solutions?

e Have you incorporated the new “distancing” reality into your hiring, marketing, sales and
communication plans?

0Of the market adaptations spurred by this crisis, which will prove to be durable?
Do you need to realign your manufacturing priorities?
What changes do you need to make to your innovation strategy and launch timelines?
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How do you connect with patients who rely on your products?
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- _ There are multiple simultaneous decisions that need to be made — but doing so requires
Situation analysis you to redefine the company’s strategic purpose, both during and after the crisis.

Ipsos proposes three workstreams to help medical device manufacturers understand the areas of existing
opportunity within their businesses and define their strategic direction:

Consideration #1:
Reforecasting

Reforecasting
What kind of performance should you expect from your products — and how do you prepare?

Consideration #2:
Characterizing the buying process

Characterizing the buying process

Consideration #3: Has the purchasing process for your products changed? How does that impact your marketing, sales and targeting campaigns?

Portfolio prioritization

Summary

About Ipsos
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Portfolio prioritization
Which parts of your portfolio are more or less at risk, given the changing market dynamics?
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Consideration #1: Reforecasting
Quantifying how market variables will impact near-and long-term product performance

Changes in medical device utilization will vary by therapeutic area, An accurate forecast helps measure the impact of different market
intervening HCP, site of service and overall urgency of intervention. But factors and provides actionable insights for areas you can focus
for many medical devices, the decrease in elective or non-essential investments on, to drive uptake. In decomposing the impact of
surgeries, combined with HCP overutilization, will have a direct impact individual trends, a renewed forecast highlights which levers to pull
Consideration #1: on product line revenues for 2020 and beyond. to tailor a new sales strategy. To better plan for the many market
Reforecasting influencers, we can further model different economic outcomes

A number of procedural adjustments made to sustain hospitals during
COVID-19 will have post-crisis implications for forecasted medical
device sales:

e Held inventory, due to procedural delay or reallocation of hospital
goods, will have a direct impact on purchasing

through scenario planning, using market-level predictions to adjust a
manufacturer’s strategy for each function (Strategy, Marketing, R&D)
so that you are prepared to take action, as it becomes evident which
scenario may become most likely.

e Procedure backlogs will alter the expectations of product R
utilization, as suspended procedures are rescheduled Oming back Ynline . o
i ) , . Even as suspended procedures are rescheduled, the hospital system is unlikely
* Reduced throughput |n.hospltalls could hamper a center’s ability to to return to “business as usual.” In the wake of acute crisis, HCP capacity wil
address the needs of waiting patients be at a low and procedure scheduling will be prioritized—but how?
Our approach Socio-economic coqstraints will almost certainly impact who receivesltheir
We can conduct rapid market research to provide actionable insights to track and improve delayed procedure first and how procedure volume grows when hospitals
your brand’s performance. This includes: reopen. With rising rates of uninsured, unemployed, or caretaker rates, social
e Streamlined questionnaire among your HCP, patient, or institution targets determinants—and particularly socio-economic factors—uwill begin to play
o Ability to build scenarios and sensitivities on top of your existing forecast models a larger role in how we as a health system “reverse” out of the procedural
e |nsight into the most important market factors to understand impact on sales ; .
e Detailed calibration of pre-COVID and post-COVID share for your products and backlog. And medical device manufacturers need to be prepared for the new
key competitors reality we may face upon reboot.

All data cited drawn from the Ipsos MedTech Surveillance Study (April 2020)
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Consideration #1: Reforecasting
Quantifying how market variables will impact near-and long-term product performance

Example — Decomposition Analysis ‘
At the +25% premium pricing of $750, jgggTX is expected to
achieve $93M in revenue in 2025
SCENARIO ANALYSES — PLANNING FOR AN UNCERTAIN FUTURE
Sconario 1: $750/Tab Gross Sales in SM Scenario 2: $000/Tab Further, the length and intensity of covid-19 along with its economic implications is likely
to have varying impli ions on your busi
Consideration #1: | [ — | 6% Economic |, ‘
» : impact Strong growth rebound and Delayed but full recovery
Reforecasting (GOP) | return to normaicy in <6 months likely after a cure or vaccine
becomes available
$93
$62 s Rapid growth
recovery
2021 2022 2023 2024 2025 2021 2022
Patients. Tablets N'Vr:! ﬁedﬁml is,ﬁg:;s ” Prolonged downturn with
W UK Ll
y - - 2021 2022 2023 2008 2028 2021 NSRS SN pandemic ascalation
Pre-covid  Suspension Decreased Declin e o Tae AR S e Muted recovery (or)
volume of non- purchasing / ney| Lobeled ; . v g o g downturn over
essential budget patie| Compenda 644 2450 3285 3549 3702 Compenda  9.104 prolonged time
procedures Total 2.065 5976 7501 8,130 8,463 Total 32435
! + Covid-19
R Effective conirol and Viral recurrence / failure of spread
2- dpus no resurgence public health interventions e

“We’re trying to answer that right now — whether the patients will be triaged by the complexity of the procedures, by the resources that will be
needed, whether they need hospital stay after the operations or whether we’re just going to do outpatient surgeries only in the beginning or if we
will just do complex surgeries but in limited numbers based on urgency. There’s a lot that will be dictated by the patients’ willingness to do have

surgery as there is reluctance to come to the hospital for fear of contracting infections.”
— (Neurologic Surgeon, IL)'

FROM THE HCP

All data cited drawn from the Ipsos MedTech Surveillance Study (April 2020)
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- _ Consideration #2: Characterizing the buying process

Situation analysis Updating your understanding of the dynamics, stakeholders, and motivators that drive product purchasing
With new economic and logistical barriers impacting decision-making, Reevaluating the buying process could help medical device

Our approach medical device manufacturers must redefine the buying process for manufacturers:
any one or group of medical devices. Tighter budgets and limited e Compare pre-and post-COVID anticipated purchases
capital expenditures will directly impact hospital purchasing, but many e Define kev stakehold dthei it

D ) : - . y stakeholders and their responsibilities

Consideration #1: medical devices may also fall victim to changing target stakeholders , _ ,

Reforecasting and revised purchasing processes. In addition, unused inventory from ¢ Understand the impact on held inventory and stocking
procedural delay will invariably impact how hospitals stock, order, e Tailor sales propositions, targets and outreach methods

Considerationtz: and, ultimately, purchase future supplies — even after the crisis ends.

Characterizing the buying process Some 42% of surgeons agree that COVID-19 will have long-lasting

implications for surgical volumes and scheduling.’

S How does the need for procedural delays change a manufacturer’s e et eqapmetproemeneproces s o re [
relationship with an HCP and patient? e Seommemss s
. . _ _ _ Hi  @UomomoI@ s
Procedural delays don’t need to delay important interactions with patients & I [ -
Funding and regulatory bodies oversee the UK Health System, but

or procedure, they are still a customer — and they have a medical need.

Can we evaluate these relationships differently? What are customers
About Insos needs while they wait for their procedure — and how do they want to be
. supported, prepared and integrated when their procedure finally arrives?

Are there other levers or interactions a manufacturer can mediate

Summary and HCPs. Although not every patient can receive their surgery, implant, e " S S

= to support or engage with those stakeholders while they wait?
All data cited drawn from the Ipsos MedTech Surveillance Study (April 2020)
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Consideration #3: Portfolio prioritization
Assessing risk across current offerings to respond to — and anticipate — market changes

Situation analysis

There is significant diversity across medical device players and, telehealth, HCP/patient/payer connectivity and distanced detailing could
equally, significant diversity within the portfolios of any single company. be long-lasting changes in the industry. How does your portfolio look

Many products are affected in this crisis. Surgeons report that against this new backdrop?

49% of ongoing product evaluations and 43% of capital equipment

Portfolio prioritization is a gateway to making future strategic decisions,
according to the inherent risk within your portfolio. A rigorous portfolio
assessment will analyze, prioritize and balance the corporate portfolio
to better manage risk through the COVID crisis.

Consideration #1: purchase decisions are expected to be paused for 3-6 months.! But,
Reforecasting as manufacturers adjust to changing market dynamics, how can they
prioritize their opportunities across the competing demand increases

Consideration #2: and decreases that COVID-19 creates?
Characterizing the buying process

When assessing portfolio risks and opportunities, it is important to
consider not only the near-term changes but also how the COVID crisis
Consideration #3: affects the longer-term health provider landscape. The emergence of

Portfolio prioritization

KEY PORTFOLIO QUESTIONS PORTFOLIO MAPPING
Summary ¢ Which parts of your portfolio are going to be most impacted in the short term? Salionbiacing gooils |
o \What events that you were counting on have been cancelled, changed or postponed? e L . Institutionacing goods

e How can manufacturing resources be shifted to meet urgent demand or sudden —

cancellation? B e mERGECYGOODS WOLDOUTS el e o
LT e What budgets and resources are available, evolving oratrisk? | || 7 e B -
e How can sales resources be shifted to other, high-priority portfolio items? i ey
= ¢ Which partnerships could help sustain existing parts of your portfolio — or open you to : v
Lru

=] larger opportunities? =
All data cited drawn from the Ipsos MedTech Surveillance Study (April 2020) 7
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Summary

Situation analysis

Our approach Reforecasting
e |dentify key market influencers during and after the COVID-19 crisis
e Adapt internal benchmarks to update expectations and goal setting
Consideration #1: . . . . . . .
Reforecasting e Utilize scenario analysis to plan for variable economic outcomes in the medium-and long-term

Characterizing the buying process
Consideration #2: . ,
Characterizing the buying process ¢ (ategorize key stakeholders and changes to the purchasing process
e (Quantify expected purchasing changes
e e (Characterize the influencing factors that drive near-term changes to inventory, stocking and purchasing

Portfolio prioritization . o
Portfolio prioritization

@ e Utilize risk mapping to understand which verticals may be at higher risk
e Realign internal priorities to capitalize on strengths
e |dentify partnerships or initiatives that can mitigate risk or create new market opportunities

About Ipsos

R
Lu =]
Reach out to your Ipsos account contact or Bob Rava, SVP, Medical Devices & Diagnostics | robert.rava@ipsos.com

All data cited drawn from the Ipsos MedTech Surveillance Study (April 2020)
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About Ipsos Advisory Services

Situation analysis

Ipsos Advisory Services is a team of seasoned professionals who are experienced business leaders, all of whom have extensive experience in the
life sciences industry and life sciences consulting. Having worked for medical device, pharmaceutical and biotech companies, as well as some of the

world’s leading strategy consulting firms, our team assists clients in solving their most pressing strategic issues. We look forward to supporting you
during this time of extreme uncertainty.

Consideration #1:
Reforecasting

Some of our Senior Leaders and their specific expertise

Consideration #2:
Characterizing the buying process

Consideration #3:
Portfolio prioritization

Summary Bob Rava Francine Fram Nimit Bansal D’Arcy King, Ph.D. Akhil Kulkarni
SVP and NA Lead, Demand Assessments, Brand Strategy, Consumer Brand Strategy, Promotion Commercial Strategy,

Medical Devices & Diagnostics ~ Forecasting and Corporate Strategy ~ Strategy, Portfolio Strategy Strategy, Behavioral Science Forecasting, Launch
Robert.Rava@ipsos.com Francine.Fram@ipsos.com Nimit.Bansal@ipsos.com Darcy.King@ipsos.com Akhil.kulkarni@Ipsos.com
out Ipsos

=
=
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Ipsos

About the Ipsos MedTech Surveillance Study (April 2020)

Surveillance program across a variety of surgical specialties (n=530), regarding the impact of COVID-19 on their practice dynamics and interactions with medical device companies.
Data gathered included: Patient volumes, surgical cancellations, postponements, and expected reschedule dates, shift to telemedicine for pre-and post-surgical consultations post-
COVID-19, impact to administrative activities, such as product evaluations, capital equipment purchasing, and staffing and Interruptions to rep interactions, including a reduction in
clinical assists in the operating room and a transition to virtual sales and training post-COVID-19. Fieldwork took place between April 10-20, 2020.

WWW.ipso0s.com About the Ipsos Healthcare Service Line

Ipsos’ Healthcare Service Line partners with pharmaceutical, biotech and medical device

manufacturers to inspire better healthcare. Operating in 50+ markets, our 1,000+ experts

support key business decisions for our clients throughout the commercial lifecycle, from early-

stage strategy, to launch, to performance optimization. We do this through a uniquely

. ipsoshec integrated combination of therapeutic and market expertise, gold standard real-world evidence
and market-leading custom research approaches—all underpinned by a global footprint and
unprecedented access to today’s healthcare stakeholders.

in Ipsos Healthcare
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