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Bottom Line Up Front: Penicillin antibiotic supply chain (i.e.
50% of all antibiotics used) is highly vulnerable

Penicillin antibiotic supply is under threat. Europe and the U.S. now depends heavily on
China (supplies ~80% of antibiotic starting materials) and other Asian countries (~50% of
finished dosage).

Sandoz operates the last fully integrated, large scale, penicillin manufacturing site in
Europe or the United States, ensuring that critical molecules remain anchored in Western
production.

Sandoz is committed to secure penicillin antibiotic supply for the European population. To
guarantee this independence, Sandoz needs long term volume commitments,
stockpiling, strategic reserves from Partner Countries.

2 NATO - Confidential - Not for further distribution Source: IQVIA, Sandoz analysis. S A N D O Z



Penicillins are the most prescribed antibiotics in Europe,
making it a strategic resilience pillar

Most prescribed antibiotics are fermentation derived

Top 30 antibiotics prescribed in Europe

Antibotic class Fermentation Generic Prescriptions e . . .
represent 95% of all antibiotic therapies

Penicillins © © 48%
Cephalosporins © © 16%
Tetracyclines © © 1% -
Macrolides @ @ 9% 0

| 90% 100%
Fluoro-Quinolones Q) © 7% )

are dare generic
Others ©®® ©) 8% 0 fermentation
42 /0 derived

Total 100% contain

3 NATO - Confidential — Not for further distribution

amoxicillin
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Sandoz committed to maintaining fully-integrated supply chain: from the active ingredient to finished product
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Situation: Antibiotic supply at risk — Sandoz operates the
last integrated 6-APA manufacturing site in the US / Europe
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Note: 6-APA, the basis of penicillin, is
produced by large-scale fermentation
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Cheap today, exposed tomorrow: How market design is

undermining European resilience

Raw material prices have skyrocketed
while final product lags behind
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Sources: 1. Sugar prices in EU 27: h
2. London Metal Exchange: https://www.a
consumers hitps://ec.europa.eu/eu
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Broken market in European
countries

« Government procurement mainly

via tender (lowest price wins)

 Reimbursement prices are

controlled by Government

» Retail market controlled by just a

few wholesalers — price is key and
supply resilience is neglected

Increasing reliance on Chinese and
Indian suppliers
e
Routine procurement causes
strategic vulnerability
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China is strategically driving competition out of business —
strategy also affecting Sandoz

6-APA - Chinese export prices to trade market Sandoz market share
Monthly export statistics, in USD/kg, 2017 - 2025 o
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nable market conditions

A cappuccino is valued 2-3 times more than EXeEU\RS IV {1-Xeo) J o T7:N 1 To) ({11111 WTo W1V L1 ETlel

cappuccino: CHF 5.50* daily dose of Co-Amoxicillin
(1000mg / 20 Stk): CHF 1.92*

*Prices correct April 2026
Ref: Spezialitatenliste, Stand 01. August 2026 (BFS - Landesindex der Konsumentenpreise (LIK))
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India? Europe relies on China for the production of certain key drugs such as

Let’s Not Wait for the Next Crisis to Act antibiotics. STRICTLY CONFIDENTIAL 5
on Medicine Supply Security



Outside of Europe, active state support for antibiotics

manufacturing
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Japan

» Economic Security Promotion Law
mandates selected companies to
set up China free supply chains for
critical products to fully supply JP
demand.

* Up to 1bn$ to support domestic
production antibiotics and other
critical APlIs.

» Government will subsidize 50%
of total investment in production

and stockpiling facilities as of 2023.

India

» PLI-Scheme for critical bulk drugs
to implement local manufacturing
and reduce dependence from
China: US$1bn over 6 years,
mainly antibiotics.

* India imposes Minimum Import
Price (MIP) for domestic market in
order to protect PLI funded
manufacturing

* Increased pressure on Europe: Risk
that China will redirect subsidized
volumes to open markets, including
the EU
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