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Percentage Growth Since 2015
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PhRMA analysis of IQVIA MIDAS®, Global Data, NAVLIN and country regulatory authority data, November 2024.
Note: New medicines refer to new active substances approved by FDA, EMA and/or PMDA and first launched in any country between January 1, 2014, and December 31, 2023.
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Note: The bar chart shows the national government contribution to health care spending, which is approximately 25% of total health care spending.
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Source: Input-Output Table in 2020 (Ministry of Internal Affairs and Communications), Baycurrent analysis
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Statistics on Pharmaceutical and Medical Device Inaustry, Minivstry of Internal Affairs and Communications Survey‘of Research and Development, 2024; Evaluate Pharma® World Preview 2024: Pharma's Growth Bobst, 2024.
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Foreign-Headquartered Biopharmaceutical
Companies Are Major R&D Investors In Japan

Medicines Pipeline Clinical Trials Medicines Launched

Foreign companies are Foreign companies are Foreign companies are
responsible for 73% of responsible for 78% of responsible for 79% of
new medicines in clinical clinical trials In Japan Innovative medicines
development in Japan launched in Japan
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Source: PhRMA analysis of IQVIA MIDAS® and CMS Drug Database, March 2026; EY Research Brief, “High-Income Country Spending on Innovative Medicines,” June 2025.



Percentage Growth Since 2015

Repeated Price Cuts Widened the Japan’s
Biopharmaceutical R&D Gap, Causing Drug Loss

Worsening Japan’'s R&D Investment Gap Worsening Drug Loss
Percentage Growth in Biopharmaceutical Industry Over half of new medicines launched in U.S. or Europe
R&D Investment in Japan vs. Global but not Japan have not begun development in Japan
+142%

Global
6% +15%

U Japan ————
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In Development in Japan
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Source: PARMA analysis of Ministry of Health, Labor and Welfare Statistics on Pharmaceutical and Medical Device Industry, Ministry of Internal Affairs and Communications Survey of Research and Development, 2024; Evaluate Pharma®© World Preview 2024: Pharma'’s Growth Boost, 2024;
PhRMA analysis of IQVIA MIDAS®, Global Data, NAVLIN and country regulatory authority data, November 2024.

Note: New medicines refer to new active substances approved by FDA, EMA and/or PMDA and first launched in any country between January 1, 2014, and December 31, 2023.



Japan Has Become Overly Dependent on Drug Price
Cuts to Control Overall Social Security Budget

Share of Social Security Budget Share of Social Security Budget Reductions
Spent on Medicines from Medicines vs. Other Sectors

Less than 10% of the budget
Is spent on medicines

But 70% of budget reductions

are from drug price cuts
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Note: The bar chart shows the national government contribution to health care spending, which is approximately 25% of total health care spending.



U.S. Most-Favored-Nation Policy Increases Urgency
for Action on Longstanding Challenges in Japan

Percentage of GDP Spent on
New Innovative Medicines

.
45 47

K PRESIDENTIAL ACTIONS

0.78%

0.40%

DELIVERING MOST-FAVORED -
NATION PRESCRIPTION DRUG
PRICING TO AMERICAN PATIENTS

United States Japan

RESEARCH e PROGRESS e HOPE



NHI Drug Pricing System Reform Is Urgently Needed
To Address MFN and Attract Investment

Maintain Prices During
the Patent Period

Improve Initial Price Setting

for Patented Medicines
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Accelerate Japan's patented
medicines market to 9.6%
annual growth, in line with
leading peer countries

Spend an equivalent share of
GDP per capita (PPP) on new
innovative medicines as the
United States, an increase
from 0.4% to 0.78%
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Reform initial NHI pricing
rules for patented medicines
so that prices are aligned with
U.S. levels after adjusting for
GDP per capita (PPP)

Exclude patented medicines
from annual repricing

Abolish price cuts from
market expansion repricing
and related rules (e.g., HSR)

Stop expansion of the cost-
effectiveness assessment
system




A Clear Path Forward for Growth and Innovation

Translate the growth strategy into measurable targets and actionable reforms through the

Public-Private Council

Goal
« Achieve 9.6% annual growth in Japan’s

patented medicine market, in line with
leading peer countries

Direction

« Promote a transparent and
pro-innovation drug pricing system

« Strengthen the environment
for R&D and biotech start-ups

« Improve and harmonize Japan’s
regulatory environment
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Action
o

& Cabinet Secretariat &

MHLW MOF

e 29 B

Academia Industry

« Urgently reform drug pricing rules to address MFN

« Develop sustainable financing mechanisms to
support patented medicine market growth

« Define clear actions and measurable KPIs to
enable strategic investment for 9.6% annual
growth



Paradigm Shift: Unlocking Japan’'s GDP Growth

New analysis shows that every ¥100B in biopharmaceutical industry investment can
generate over ¥360B in GDP impact, delivering exceptional ROl to Japan

w Direct Economic Impact: +¥118 B
:_-‘@:i Contribution to Japan's value creation
(e.g., biopharma start-up, employment,
investment and tax revenue)

Indirect Economic Impact: +¥120 B
¥100B Investment % Economic stimulus to related industries

Biopharmaceutical (e.g., CRO, CDMO, IT, distributors)
Innovation as an

Economic Investment

Induced Effect +¥125B and Spillover: +¥XXX B
) 7 Economic effects from biopharma-related household
spending and health-driven economic benefits, etc.
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The Global Biopharmaceutical Industry Is Vital to
Japan’s Health, Security and Economic Growth

S

(1]

1,200+

Medicines in Clinical
Development in Japan

4%

Potential First-In-Class
Treatments

RRRRRRRRRRRRRRRRRRRR

\

436 Million

COVID-19 Vaccine Doses
Administered in Japan

81%

Cancer Patients
Returning To Work Within a
Year of Diagnosis

L
140,000+

Direct Biopharmaceutical
Sector Jobs in Japan

¥14 Trillion

Japan R&D Investment in
the Last Decade

Statistics on Pharmaceutical and Medical Device Inaustry, Minivstry of Internal Affairs and Communications Survey'of Research and Development, 2024; Evaluate Pharma® World Preview 2024: Pharma's Growth Bobst, 2024.
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