19 Mar 2025

CMB International Global Markets | Equity Research | Company Update

WuXi AppTec (603259 CH)

CMB INTERNATIONAIL

MEELLL

Strengthened earnings certainty drives valuation recovery BUY (Maintain)

WuXi AppTec reported a YoY revenue decline of 2.73%, to RMB39.2bn, and a
2.5% decrease in adjusted non-IFRS net profit, to RMB10.6bn. However,
earnings showed encouraging improvement throughout 2024, resulting in a
positive revenue and profit growth in 4Q24. The TIDES business remained the
primary growth engine, with full-year revenue up by 70.1% YoY. The Company's
backlog as of year-end 2024 expanded significantly, growing 47% YoY to
RMB49.3bn. Notably, TIDES backlog experienced a substantial 103.9% YoY
increase in 2024. Fuelled by robust order book, management offered a positive
outlook for 2025, forecasting 10-15% YoY revenue growth in continuing
operations and further enhancement of the adjusted non-IFRS net profit margin.

B Strong order growth bolsters future revenue visibility. WuXi AppTec's
backlog at end-2024 grew by a significant 47% YoY, reaching RMB49.3bn.
This represents an acceleration from the 35.2% growth seen at the end of
3Q24. Positive trends were evident across segments. CDMO business
secured 25 new Ph3 and commercial projects in 2024 (vs 20 added in 2023).
Biology segment returned to positive revenue growth in 4Q24, posting YoY
and QoQ increases of 9.3% and 9.2%, respectively, signaling an improving
trend in early-stage R&D demand. Furthermore, revenue from Top20 global
pharma clients rose by 24.1% YoY (excl. COVID related projects), expediting
from the 23.1% growth in 9M24. These metrics underscore the increasing
visibility of the Company's future revenue. Given the positive outlook for future
demand, the Company plans to boost capex by 75%-100% YoY in 2025 to
RMB7-8bn.

B TIDES business sustains strong growth trajectory. TIDES revenue in
2024 climbed 70.1% YoY, with backlog expanded by 103.9% YoY. Underlying
demand for polypeptide manufacturing remains robust in the market. The
Company's polypeptide capacity reached 41k liters by end-2024, with plans
for a further increase exceeding 100k liters by late 2025, demonstrating WuXi
AppTec’s commitment to meeting the growing customer demand. Mgmt
anticipates TIDES revenue growth of over 60% YoY in 2025.

B Ongoing commitment to shareholder returns. Amidst macroeconomic
uncertainties in 2024, WuXi AppTec strengthened its commitment to
shareholder returns. The Company completed RMB4.0bn in share
repurchases and cancellations in 2024 and maintained a dividend payout
ratio of 30% for the year. To further enhance returns, mgmt announced a one-
time special dividend of RMB1.0bn, alongside a 2025 interim dividend. Mgmt
also indicated plans to repurchase RMB1.0bn of A-shares in 2025.

B Maintain BUY. We raise our TP from RMB78.51 to RMB94.05 (based on a
10-year DCF model with WACC of 9.42% and terminal growth of 2.0%), to
factor in the earnings recovery. We forecast the continuing operation revenue
to grow by 14.4%/ 15.2%/ 16.3% YoY and adjusted non-IFRS net income to
grow by 11.7%/ 19.0%/ +16.1% YoY in 2025E/ 26E/ 27E, respectively. Our
2025E/ 26E/ 27E forecasts of adjusted non-IFRS profit are 6.9%/ 14.9%/
19.6% higher than consensus.

Earnings Summary

(YE 31 Dec) FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 40,341 39,241 43,367 49,961 58,103
YoY growth (%) 25 2.7) 10.5 15.2 16.3
Adjusted net profit (RMB m 10,854 10,583 11,823 14,075 16,339
YoY growth (%) 15.5 (2.5) 11.7 19.0 16.1
EPS (Adjusted) (RMB) 3.70 3.67 4.09 4.87 5.66
Consensus EPS (RMB) na na 3.79 4.20 4.63
P/E (Adjusted) (x) 18.8 19.0 17.0 143 12.3

Source: Company data, Bloomberg, CMBIGM estimates. Estimates refer to continuing operations
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Figure 1. Earnings revision

New Old Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 43,367 49,961 58,103 43,332 49,225 na 0.08% 1.50% na
Gross Profit 19,400 22,542 26,362 17,963 20,700 na 8.00% 8.90% na
Operating Profit 13,516 15,739 18,450 12,358 14,332 na 9.37% 9.82% na
Non-IFRS net profit 11,823 14,075 16,339 11,668 13,474 na 1.33% 4.46% na
Non-IFRS EPS (RMB) 4.09 4.87 5.66 4.04 4.67 na 1.33% 4.46% na
Gross Margin 44.73% 45.12% 45.37% 41.45% 42.05% na +3.28ppt +3.07ppt na
Operating Margin 31.17% 31.50% 31.75% 28.52% 29.12% na +2.65ppt +2.39ppt na
Net Margin 27.26% 28.17% 28.12% 26.93% 27.37% na +0.34ppt +0.80ppt na

Source: Company data, CMBIGM estimates
Note: New CMBIGM estimates refer to continuing operations of WuXi AppTec while old estimates include discontinued operations.

Figure 2: CMBIGM estimates vs consensus

CMBIGM Consensus Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 43,367 49,961 58,103 42,956 47,668 50,198 0.96% 4.81% 15.75%
Gross Profit 19,400 22,542 26,362 17,883 19,942 21,421 8.48% 13.04% 23.06%
Operating Profit 13,516 15,739 18,450 12,863 14,292 15,841 5.08% 10.12% 16.47%
Non-IFRS net profit 11,823 14,075 16,339 11,064 12,245 13,660 6.86% 14.94% 19.61%
Non-IFRS EPS (RMB) 4.09 4.87 5.66 3.79 4.20 4.63 8.13% 16.09% 22.30%
Gross Margin 44.73% 45.12% 45.37% 41.63% 41.84% 42.67% +3.10ppt +3.28ppt +2.70ppt
Operating Margin 31.17% 31.50% 31.75% 29.94% 29.98% 31.56% +1.22ppt +1.52ppt +0.20ppt
Net Margin 27.26% 28.17% 28.12% 25.76% 25.69% 27.21% +1.51ppt +2.48ppt +0.91ppt

Source: Company data, Bloomberg, CMBIGM estimates
Note: CMBIGM estimates refer to continuing operations of WuXi AppTec.
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Figure 3: Valuation on risk-adjusted DCF valuation

DCF Valuation (in Rmb mn) 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E
EBIT 14,991 16,539 19,250 21,367 23,504 25,619 27,669 29,606 31,382 32,951
Tax rate 15.22% 15.22% 15.22% 15.22% 15.22% 15.22% 15.22% 15.22% 15.22% 15.22%
EBIT*(1-tax rate) 12,709 14,021 16,319 18,114 19,926 21,719 23,457 25,099 26,604 27,935
+ D&A 2,961 3,465 3,770 4,147 4520 4,881 5223 5537 5813 6,046
- Change in working capital 779 -1,230 -1,520 -1,672 -1,822 -1,968 -2,106 -2,232 -2,344 -2,438
- Capex -7,500 -6,500 -5,000 -5,000 -5,000 -5,000 -5,000 -5,000 -5,000 -5,000
FCFF 8,949 9,755 13,569 15,589 17,623 19,632 21,574 23,403 25,074 26,543
Terminal value 364,875
Terminal growth rate 2.00%

WACC 9.42%
Cost of Equity 12.00%
Cost of Debt 4.00%
Equity Beta 0.90
Risk Free Rate 3.00%
Market Risk Premium 10.00%
Target Debt to Asset ratio 30.00%
Effective Corporate Tax Rate 15.00%
PV of terminal value (RMB mn) 148,312
Total PV (RMB mn) 253,364
Net debt (RMB mn) -18,246
Equity value (RMB mn) 271,610
# of shares (mn) 2,888
Price per share (RMB per share) 94.05

Source: CMBIGM estimates

Figure 4. Sensitivity analysis of DCF model

WACC

8.42% 8.92% 9.42% 9.92% 10.42%
3.00% 122.50 111.71 102.63 94.88 88.20
2.50% 115.58 106.11 98.03 91.06 85.00
Terminal 2.00% 109.74 101.31 94.05 87.72 82.17
growth rate 1.50% 104.74 97.16 90.57 84.78 79.66
1.00% 100.42 93.54 87.51 82.17 77.42

Source: CMBIGM estimates
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CME INTERNATIONAT

19 Mar 2025 @:_#Eﬁﬁv

Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Revenue 39,355 40,341 39,241 43,367 49,961 58,103
Cost of goods sold (24,677) (23,729) (22,965) (23,967) (27,419) (31,741)
Gross profit 14,678 16,612 16,277 19,400 22,542 26,362
Operating expenses (5,372) (5,318) (5,164) (5,884) (6,803) (7,912)
Selling expense (732) (701) (745) (867) (1,024) (1,191)
Admin expense (2,826) (2,879) (2,879) (3,253) (3,772) (4,387)
R&D expense (1,614) (1,441) (1,239) (1,431) (1,624) (1,888)
Others (200) (297) (301) (333) (383) (446)
Operating profit 9,306 11,294 11,112 13,516 15,739 18,450
Gain/loss on financial assets at FVTPL 770 (38) 187 200 200 200
Investment gain/loss 188 234 604 1,000 200 200
Net Interest income/(expense) 248 338 787 436 481 505
Other income/expense 106 4 (1,150) 275 400 400
Pre-tax profit 10,618 11,832 11,540 15,427 17,019 19,755
Income tax (1,716) (2,132) (1,972) (2,636) (2,908) (3,376)
After tax profit 8,903 9,700 9,568 12,791 14,111 16,379
Minority interest (89) (94) (117) (157) 173) (201)
Net profit 8,814 9,607 9,450 12,634 13,938 16,178
Adjusted net profit 9,399 10,854 10,583 11,823 14,075 16,339
Gross dividends 2,644 2,882 2,835 3,790 4,181 4,853
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 23,997 30,422 38,690 39,740 47,071 57,932
Cash & equivalents 7,986 13,764 18,322 21,995 27,390 35,847
Account receivables 6,047 7,922 8,044 7,723 8,897 10,347
Inventories 5,669 4,736 5,400 5,289 6,051 7,005
Prepayment 291 244 226 226 226 226
Financial assets at FVTPL 2 11 1,234 1,234 1,234 1,234
Other current assets 4,003 3,746 5,464 3,273 3,273 3,273
Non-current assets 40,693 43,247 41,636 47,068 50,372 51,921
PP&E 14,171 17,190 18,784 23,733 27,178 28,819
Deferred income tax 492 367 473 473 473 473
Investment in JVs & assos 1,203 2,216 2,326 2,326 2,326 2,326
Intangibles 1,785 1,864 1,575 1,410 1,246 1,081
Goodwill 1,822 1,821 972 972 972 972
Financial assets at FVTPL 8,954 8,626 8,943 10,018 10,418 10,818
Other non-current assets 12,265 11,164 8,562 8,135 7,758 7,431
Total assets 64,690 73,669 80,326 86,808 97,443 109,852
Current liabilities 14,499 14,756 16,226 14,707 15,413 16,297
Short-term borrowings 3,874 3,667 1,243 243 243 243
Account payables 1,659 1,645 1,764 2,111 2,817 3,701
Tax payable 882 1,374 1,211 1,211 1,211 1,211
Other current liabilities 8,084 8,070 12,008 11,143 11,143 11,143
Non-current liabilities 3,264 3,396 5,014 5,014 5,014 5,014
Long-term borrowings 279 687 2,960 2,960 2,960 2,960
Bond payables 502 0 0 0 0 0
Obligations under finance leases 984 1,099 547 547 547 547
Other non-current liabilities 1,499 1,610 1,508 1,508 1,508 1,508
Total liabilities 17,764 18,152 21,240 19,722 20,427 21,311
Share capital 2,961 2,969 2,888 2,888 2,888 2,888
Capital surplus 26,512 28,401 24,338 33,181 42,938 54,262
Other reserves 17,118 23,753 31,407 30,407 30,407 30,407
Total shareholders equity 46,590 55,122 58,633 66,476 76,233 87,557
Minority interest 337 395 453 610 783 984
Total equity and liabilities 64,690 73,669 80,326 86,808 97,443 109,852

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 4
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2027E

YE 31 Dec (RMB mn)
Operating

Profit before taxation
Depreciation & amortization
Tax paid

Change in working capital
Others

Net cash from operations

Investing

Capital expenditure

Acquisition of subsidiaries/ investments
Net proceeds from disposal of short-term
investments

Others

Net cash from investing

Financing

Dividend paid

Net borrowings

Proceeds from share issues
Others

Net cash from financing

Net change in cash

Cash at the beginning of the year
Exchange difference

Cash at the end of the year

GROWTH

YE 31 Dec
Revenue
Gross profit
Operating profit
Net profit

Adj. net profit

PROFITABILITY

YE 31 Dec

Gross profit margin
Operating margin

Adj. net profit margin
Return on equity (ROE)

GEARING/LIQUIDITY/ACTIVITIES

YE 31 Dec

Net debt to equity (x)
Current ratio (x)
Receivable turnover days
Inventory turnover days
Payable turnover days

VALUATION
YE 31 Dec

P/E

P/E (diluted)

P/B

P/ICFPS

Div yield (%)

10,618
1,718
(1,716)
(298)
294
10,616

(9,966)
(161)

82

355
(9,690)

(1,598)
1,668
150
(1,497)
(1,278)

8,175
161
7,984

2022A

71.8%
76.6%
110.9%
72.9%
83.2%

2022A

37.3%
23.6%
23.9%
20.7%

2022A

(©.1)

17
49.7
85.6
75.5

2022A

23.2
23.4
4.4
19.2
13

11,832
2,288
(2,.132)
(105)
1,504
13,387

(5,517)
(22)

(2,321)

299
(7,561)

(2,756)
178
247

(1,610)

(3,941)

7,984
132
10,001

2023A

2.5%
13.2%
21.4%

9.0%
15.5%

2023A

41.2%
28.0%
26.9%
18.9%

PAYACTIN

0.2)

21
63.2
80.0
75.6

2023A

21.3
21.4
3.7
15.3
1.4

11,540
2,769
(1,972)
(926)
996
12,407

(4,003)
0

(2,013)

498
(5,518)

(3,085)
3,320
196
(4,264)
(3,832)

10,001
388
13,445

2024A

(2.7%)
(2.0%)
(1.6%)
(1.6%)
(2.5%)

2024A

41.5%
28.3%
27.0%
16.6%

2024A

(0.2)

2.4
74.3
80.6
74.6

2024A

21.3
21.3
3.4
16.2
14

15,427
2,897
(2,636)
779
(1,266)
15,201

(7,500)
0

0

1,326
(6,174)

(3,354)
(1,000)

0
(1,000)
(5,354)

18,322
0
21,995

2025E

10.5%
19.2%
21.6%
33.7%
11.7%

2025E

44.7%
31.2%
27.3%
20.2%

2025E

0.3)

2.7
65.0
80.6
74.6

2025E

15.9
15.9
3.0
13.2
1.9

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.

17,019
3,351
(2,908)
(1,230)
(635)
15,596

(6,500)
0

0

0
(6,500)

(3,701)
0
0
0
(3,701)

21,995
0
27,390

2026E

15.2%
16.2%
16.4%
10.3%
19.0%

2026E

45.1%
31.5%
28.2%
19.5%

2026E

(0.3)

31
65.0
80.6
74.6

2026E

14.4
14.4
2.6
12.9
2.1

19,755
3,606
(3,376)
(1,520)
(660)
17,805

(5,000)
0

0

0
(5,000)

(4,348)
0
0
0
(4,348)

27,390
0
35,847

2027E

16.3%
16.9%
17.2%
16.1%
16.1%

2027E

45.4%
31.8%
28.1%
19.8%

2027E

(0.4)

3.6
65.0
80.6
74.6

2027E

12.4
12.4
2.3
11.3
2.4

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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