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Responsible Research is the exclusive partner in Asia for RepRisk, a web-based tool which provides
insights on environmental and social issues that present financial and reputational risks to companies
and investment portfolios. The tool enables commercial and investment bankers, asset managers,
and supply chain managers to manage the corresponding risks and to implement effective screening

procedures.
About the RepRisk® tool

RepRisk® is a web-based tool that allows you to identify and assess the environmental and social
issues which may present financial, reputational and ethical risks. It is used by investment pro-
fessionals, financial institutions, supply chain managers, multinational corporations and compliance
managers, and includes a variety of features enabling clients to monitor risk trends over time, create
customized watch lists, tailor alert services and more. The tool plays an integral role in increasing
transparency and ensuring compliance with internal and international standards, thereby helping re-

duce risk exposure.
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EXECUTIVE SUMMARY

The healthcare industry in Asia is characterized by stark contrasts between
developed countries like Singapore and Hong Kong and the emerging economies
of India, China and Indonesia. There are glaring differences even within countries
that make regional generalisations challenging.

The industry in Asia is growing much faster than that in the west and promises
handsome returns. National insurance coverage is expanding very fast in most of
the countries, improving affordability, and governments are spending massively
to overhaul their healthcare delivery infrastructure. All this potential, however,
comes laden with significant, environmental, social and governance (ESG) issues,
giving responsible investors a number of additional factors to consider in their
investment decision-making process.

This report covers the potential risks to earnings in both the pharma and healthcare
industries due to non-financial ESG issues. It covers the ten countries featured in
the MSCI All country (AC) Asia ex Japan Index, namely China, India, Indonesia,
Philippines, Thailand, Malaysia, South Korea, Hong Kong, Taiwan and Singapore.
We also provide a summary of the frontier markets of Pakistan, Vietnam and
Cambodia. Several of these countries are also covered in detail in other sections
in the report where we highlight ESG risks by using case studies from the region
and offer global best practice examples. During our research, we interviewed
several key individuals driving the Access to Medicines and Healthcare debate,
from organisations such as Oxfam’s Pharma Futures. These interviews provide
additional insights for responsible investors in the region.

In order to confirm regional best practices, we ranked 37 of the largest listed
companies in the Pharma and Healthcare sector based on their performance
according to a comprehensive set of 23 environmental, social and governance
criteria. These criteria can also serve as a basis for engagement with companies
for investors looking to practice more active ownership in this sector.

The results show that Dr. Reddy’s leads the field in the pharma sector and Fortis
is well ahead in the healthcare rankings. These two well-managed companies
stand in stark contrast to poor performers such as TTY Biopharma and Shanghai
Pharma.

Access to Medicines and Access to Healthcare are the biggest social issues faced
by the sector. Unlike Europe and the United States, healthcare financing in Asia
is mostly out-of-pocket and, given the significant proportion of the population
living below the poverty line, companies are under huge pressure to significantly
modify pricing, intellectual property and research and development strategies
until government structures are in place to support the ‘bottom of the triangle’.
Surprisingly, this holds true for generic drugs manufacturers as well as the MNCs,
given that they have slowly but steadily increased their prices dramatically over
the last decade. Similarly, given the grossly inadequate healthcare infrastructure
(using measurements such as number of hospital beds and medical personnel
per person) in countries like India, private sector healthcare providers are
encouraged to accept certain responsibilities and expand beyond their traditional
profit centres in the Asian mega-cities.

The gravest potential risks to earnings from the ‘Access to Medicines and
Healthcare’ issues arises from governments deciding to impose compulsory
licensing and pricing caps on drugs. This has happened already in the Philippines
and Thailand. Additionally, issues such as product safety, ethical clinical trials
and non-discrimination are often not taken seriously by the industry, despite
several cases where there have been substantial financial implications for
violations. We believe that, as a result of the ASEAN harmonization process, Good
Manufacturing Practices (GMP) will begin to be implemented and product quality
will improve. Companies that have not put into place policies and guidelines to
comply with these practices will face heightened threats of closure actions by
regulatory bodies.

Environmental issues such as climate change, energy efficiency, water usage and
waste management could pose serious risks to company earnings in the future




due to trends such as carbon taxes, emissions trading and increased water pricing.
We highlight these risks through the use of case studies illustrating companies
like Zhejiang Pharma, which received hefty fines due to water pollution in China.
Governance issues continue to affect the Pharma industry, in particular due to
conflicting interests from many different stakeholders. The issue of unethical
marketing practices is covered and we also focus on the poor standards of
corporate governance and the complexity of government relations in the Chinese
pharma industry.

Asia is fast emerging as a hub for innovations such as stem cell research and
biogenetic manufacturing. Singapore has already established itself as a centre
for high-end biotechnological research. There are, however, several ethical
and reputational concerns involved for responsible investors, including ethical
boundaries, use of cadavers and organ donation.

Complementary and alternative medical systems such as Traditional Chinese
and Aryuvedic Medicine, whilst allowing patients to avoid the use of modern
pharmacological drugs, still have issues to consider such as the poor training of
medical personnel, inadequate long term clinical trials into the long-term side-
effects and contra-indications. There are also concerns that the profits from the IP
owned by generations of traditional medicine men and women is being exploited
commercially with little or no compensation reaching those who developed
the techniques and cures. This has resulted in calls for more responsible bio-
prospecting in developing countries.

The report ends with a comprehensive discussion on a host of socio-economic
health issues which may impact earnings for companies in other sectors. These
include issues such as lack of primary healthcare infrastructure, clean drinking
water and vaccinations, changing diets, lifestyles and disease profiles, mental
health and maternity/paternity leave issues.
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TERMS AND CONDITIONS
AND DISCLAIMER

This publication/communication is subject to the following terms and conditions of use. The
information provided herein should not be viewed as an offering or solicitation to sell. None of the
information contained herein has been approved in any jurisdiction.

Responsible Research Pte Ltd has produced this publication/communication for private circulation
to professional clients only. It is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation or which would subject
Responsible Research or its affiliates to any registration or licensing requirement within such
jurisdiction.

The content found in this publication/communication is proprietary to Responsible Research Pte
Ltd and is provided solely for your personal and non-commercial use. You agree that you will
not use this publication/communication for any purpose that is unlawful and that you will not
reproduce the publication/communication or redistribute it outside your organisation, or place it
on a website for public access without the express written permission of Responsible Research Pte
Ltd. Responsible Research Pte Ltd owns the copyright of all original contents of this publication/
communication and has endeavoured to credit sources wherever possible.

All information and statistical data herein have been obtained from sources we believe to be
reliable. Such information has not been independently verified and we make no representation or
warranty as to its accuracy, completeness or correctness. Any opinions or estimates herein reflect
the judgment of Responsible Research Pte Ltd at the date of this publication/ communication
and are subject to change at any time without notice. The material and information contained in
this publication/communication has been produced and collated by Responsible Research Pte Ltd
with the benefit of information currently available to it. All reasonable efforts have been made to
ensure the accuracy of the contents of the pages of the publication/communication at the time of
preparation.

The material is for general information only and nothing in it constitutes professional advice, or
any binding commitment upon Responsible Research Pte Ltd. Notwithstanding the efforts made
by Responsible Research Pte Ltd to ensure the accuracy of the content, Responsible Research Pte
Ltd disclaims any responsibility or liability in respect to any use of the content, and Responsible
Research Pte Ltd does not warrant or guarantee the adequacy, accuracy or completeness of any
information herein or that such information has been delivered in a timely or complete form.
Responsible Research Pte Ltd makes no representation or warranty, whether express or implied, of
any kind with respect to the publication/communication and its contents, information and materials.
The information in this publication/communication is provided “as is”. Responsible Research Pte
Ltd disclaims all warranties express or implied, and any liability for losses or damages that may
be directly or indirectly sustained by anyone who obtains access to the material contained in the
publication/communication.

This is not a solicitation or any offer to buy or sell. This publication/communication is for information
purposes only and is not intended to provide professional, investment or any other type of advice
or recommendation and does not take into account the particular investment objectives, financial
situation or needs of individual recipients. Before acting on any information in this publication/
communication, you should consider whether it is suitable for your particular circumstances and,
if appropriate, seek professional advice, including tax advice. Responsible Research Pte Ltd does
not accept any responsibility and cannot be held liable for any person’s use of or reliance on the
information and opinions contained herein.

To the extent permitted by applicable securities laws and regulations, Responsible Research Pte
Ltd accepts no liability whatsoever for any direct or consequential loss arising from the use of this
publication/communication or its contents.

By accessing the information contained in this publication/communication you agree that this
exclusion of liability is comprehensive and applies to all damages of any kind including without
limitation direct, indirect, compensatory, special, multiple, incidental, punitive and consequential.

Past performance is not necessarily indicative of future performance of any company’s performance
on Environment, Social and Governance criteria.
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thematic Asian environment, social and governance (ESG) research,
for global institutional investors.
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