5484 Research Report }%E r
12Jul 2023 HAITONG

Ju# 24 Ak Zhejiang Jiuzhou Pharmaceutical (603456 CH)

I RS AN 4 B 4538 KA R 4]
Entresto® Combination Patent Litigation Poses Litttle Certainty Risk to
Short-Term Performance Growth

% #4 Kehan Meng Roger Chen

kh.meng@htisec.com roger.m.chen@htisec.com

- # B 3% 3 Flash Analysis
(Pleasesee APPENDIX 1 for Englishsummary)

2

2023 F 7 A 7 B, EE&HFELENMNMER KL KL Entresto ( sacubitril/valsartan )  “2B4-&4)7 (£ B 45
8,101659) Ak, #ie kT sk @IS LI kIR I L, vAGIFER A F A AR, B I8 AR
KT Entresto £ EE B ZAEAH, EFaiEmbsEH. REHEFH, AR 2 AMGAEEFF L AT EFTE LA,
iX Sk AT 2023 4 £ 2036 SFA 2| (@) LFHE R EEK) |

&

(1) FAI2 9 ERBIR, RARH, SR LA HIA ZRRREON, &F e A AN S22 BT HiF,
BAVAH , BB LF R LGN R, AL DB BRI A, B, RAAKH, EER
BAFRSERZTT, B2 At ik R AT I ) T AR

(2) BSEFERBEFARSH, e AEARFHLEA., HEER BERE #TT A0 EAH Ak
¥, A B ERATHE A TE OGBS AL, ERE, BREMARY LB TS RAEH], BRESE
F) (2025/7/15 21 H0) 41, L@IELEH EH) (2026/11/8 21 H) . ahil &F] (2027/5/8 #= 2027/11/27 ) H#1) .« F=
Z & EH] (2036/5/9 F]4) , kK EEMN R EFRREAKNGAESFIULAHEF 2 —, HAEGH[AFA > 45|
BAVLAT, ) ARk E AU ATA

(3) AFITEARE I KLY, RAVANEH WG RARIGE L ITE G T MR, KL cDMO &7 Ri¥dE
B, BRAEPEIF. 2022 45 CDMO iTH K4 B 8514 (+30.7%) , HF EHHRAE 26 4~ (430%) , Il HAR
H 61/ (+245%) , N &) FEH ILILAE 6 4~ GRZHAE 124, TZFRIUTE. FARANZ IS TS AR,
NILH TR B ik &Fai P IRNR A, FATIAA 2023 4 7 b oAb A 2 gk e ARF — 238K . 2019 4F, UM Zh bk T £
CRO 2~ &) BP 341 £ 18, &4 T 23] COMO L 4B bt 2 —4, 2022 F 8] 38 F3itd £ 8, 38R A R AT
Kk, FEFRER (CHANEA ), #—FERT LB LSAELR S, RBEIFRACAE = LA 5, LIk
Sh 4] #7 2H CDMO — 36 XJR 5, PRI XIS CGT 5 X oT k- k. 4B 2022 5F3R, IR Novartis 91, 8] 5E R
% % h4> Roche. Zoetis. Gliead. H— =54 KB A4E, BAVAAR R LSITEA 2 LI RRIEK, N K

b G A YA
AN

B A NE R RAT. ARANEBHL I TR, T OMO TkE4mmBl. BP = BiE RATR
. BN SE PR R

KR AR G R B R4, AR RA AR E RAARA PR E), HBiEA Ep B AAAR [ E), il B Rk XAt feifid B
FRAE A 25 B A& R A5 0GR 5 70 B PAPT LR 89 SR o i, i B FRE A R A &R R 9 A E L5 7T 89 8) i 2 45 R A A FHE
KED., ATHEBERGSMITIER, T2WEFAFE T FH, HAHME. (Pleaseseeappendix for English translation of the
disclaimer)



UM 25 3k (603456 CH)

APPENDIX 1

Summary

Event

On July 07, 2023, the U.S. District Court for the District of Delaware issued a negative decision regarding the validity of a patent
covering Entresto and combinations of sacubitril and valsartan, which expires in 2025 with its pediatric exclusivity. Novartis
strongly believes the combination patent is valid and will appeal to the U.S. Court of Appeals for the Federal Circuit (CAFC) to
reverse the District Court’s decision. Meanwhile, Novartis also disclosed multiple patents of Entresto registered in the United

States, including combination therapy patents, amorphous patents, as well as 2 crystalline patents and 1 dosage regimen patent,
which will expire between 2023 and 2036 (including extension of pediatricindications)

Flash Analysis

(1) During the appeal period of the patent dispute, we believe that therisk of Entrestobeing imitated produced commerically
is relatively low. According to the practicein the pharmaceutical industry, patent dispute litigation usuallylasts for two to three

years. Since Novartis has already filed an appeal during the patent period, we believe thatthereis less possibility for a third party
to replicate the production of Entresto before the final judgment of the court.

(2) The core production patents are still under protection, making it difficult for other manufacturers tobypass related patents.
Novartis has provided sufficient patent layout protection around Entresto, and other enterprises need to face many patent barriers
in order to carry out imitation production. In the United States, Entresto has multiple patents protecting its formula, including
combinationtherapy patents (expiring on July 15, 2025), amorphous patents (expiring on November 8,2026), crystalline patents
(expiring on May 8, 2027 and November 27, 2027), and dosage regimen patents (expiring on May 9, 2036). The combination
therapy patents that were ruled invalid by the US District Court this time are only one of them. Before the expiration of its key
crystallineand other production patents, other manufacturers are unable to bypass the patents for production.

(3) In 2023, orders will continue to grow, and we believe that the short-term performance growth will rely on the strong
certainty of Novartis’ orders. In the long term, the company will continue to expand CDMO customers, and the growth trend will
be positive. In 2022, the company's CDMO orders took ona total of 851 projects (+30.7%), including 26 listed projects (+30%) and
61 Phaselll projects (+24.5%). The company added 6 commercial varieties and 12 clinical phase lll projects, mainly involving fields
such as anti-cancer and treatment of fatty liver causing CNS damage. Based on current reserved projects and customer forecasts,
we believe that commercial varieties are expected to maintain a continuous growth in 2023. In 2019, Jiuzhou Pharmaceutical
acquiredanAmerican CRO company, Raybow America, taking animportant step towards the internationalization of the company's
CDMO business. In 2022, the company increased its investment in Raybow America, added R&D personnel and equipment,
expanded the pilot plant (which has already been put into use), further expanded its business capacity in the United States,
accelerated the layout of overseas commercial productionbases, achieved one-stop services for overseas innovative drug CDMO,
and promoted thelayout of CGT and macromolecular business in medium and long-term planning. According to the 2022 annual
report, in addition to Novartis, the company has also formed deep cooperation with international well-known pharmaceutical
enterprises such as Roche, Zoetis, Gliead, Daiichi Sankyo, etc. We believe that business orders are expected to achieve rapid growth
inthefuture, and the company's long-term performance trend is relatively good.

Risk

The outcome of the patent lawsuit against Entresto did not meet expectations, global biopharmaceutical research and
development expenses declined, competition in the small molecule CDMO industry intensified, customer product sales did not
meet expectations, and overseas business customer expansion did not meet expectations.
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IMPORTANT  DISCLOSURE S

This research report is distributed by Haitong International, a global brand name for the equity research teams of Haitong International Research Limited (‘HTIRL'), Haitong Securities India Private

Limited ("HSIPL"), Haitong International Japan KK. ("HTIKK’), Haitong International Securities Company Limited (‘HTISCL"), and any other members within the Haitong International Securities Group
of Companies (*HTISG"), each authorized to engage in securities activities in its respective jurisdiction.
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RAEAREH INTHER AL HRARRE A5 A48 4324, |, Kehan Meng, certify that (i) the views expressed in this research report accurately reflect my personal views about any
or all of the subject companies or issuers referred to in this research and (i) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed in this research report; and that | (including members of my household) have no financial interest in the security or securities of the subject companies discussed. |and my household,
whom | have already notified of this, will not deal in or trade any securities in respect of the issuer that I review within 3 business days after the research report is published.
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any or all of the subject companies or issuers referred toin this research and (i) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed in this research report; and that | (including members of my household) have no financial interest in the security or securities of the subject companies discussed. |and my household,
whom | have already notified of this, will not deal in or trade any securities in respect of the issuer that Ireview within 3 business days after the research report is published.
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EAMARE, PETHANARE S, F 44 2 ERD-Disdosure@htisec.com )

HTl and some of its affiliates may engage in investment banking and /or serve as a market maker or hold proprietary trading positions of certain stocks or companies in this research report. As far

as this research report is concerned, the following are the disclosure matters related tosuch relationship (As the following disclosure does not ensure timeliness and completeness, please send an
email to ERD-Disclosure@ htisec.com if timely and comprehensive information is needed).
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Ratings Definitions (from 1 Jul 2020):

Haitong International uses a relative rating system using Outperform,
Neutral, or Underperform for recommending the stocks we cover to
investors. Investors should carefully read the definitions of all ratings used
in Haitong International Research. In addition, since Haitong International
Research contains more complete information concering the analyst's
views, investors should carefully read Haitong International Research, in its
entirety, and not infer the contents from the rating alone. In any case,
ratings (or research) should not be used or relied upon as investment
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advice. An investor's decision to buy or sell a stock should depend on
individual circumstances (such as the investor's existing holdings) and other
considerations.

Analyst Stock Ratings

Outperform: The stock's total return over the next 12-18 months is
expected to exceed the return of its relevant broad market benchmark, as
indicated below.

Neutral: The stock’s total return over the next 12-18 months is expected to
be in line with the return of its relevant broad market benchmark, as
indicated below. For purposes only of FINRA/NYSE ratings distribution
rules, our Neutral rating falls into a hold rating category.

Underperform: The stock’s total return over the next 12-18 months is
expected to be below the return of its relevant broad market benchmark,
as indicated below.

Benchmarks for each stock’s listed region are as follows: Japan - TOPIX,
Korea - KOSPI, Taiwan - TAIEX, India - Nifty100, US - SP500; for all other
China-concept stocks = MSCI China.
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Haitong International Equity Research Ratings Distribution, as of Jun 30, 2023

Outperform Neutral Underperform

(hold)
HTIEquity Research Coverage 89.6% 9.2% 1.1%
IB clie nts* 4.7% 5.6% 10.0%

*Percentage of investment banking clients in each rating category.

BUY, Neutral, and SELL in the above distribution correspond to our current ratings of Outperform, Neutral, and Underperform.

For purposes only of FINRA/NYSE ratings distribution rules, our Neutral rating falls into a hold rating category. Please note that stocks with an NR designation are not included in the table above.
Previous rating system definitions (until 30 Jun 2020):

BUY: The stock’s total return over the next 12-18 months is expected to exceed the return of its relevant broad market benchmark, as indicated below.

NEUTRAL: The stock’s total return over the next 12-18 months is expected to be in line with the return of its relevant broad market benchmark, as indicated below. For purposes
only of FINRA/NYSE ratings distribution rules, our Neutral rating falls into a hold rating category.

SELL: The stock’s total return over the next 12-18 months is expected to be below the return of its relevant broad market benchmark, as indicated below.

Benchmarks for each stock’s listed region are as follows: Japan - TOPIX, Korea - KOSPI, Taiwan - TAIEX, India - Nifty100; for all other China-concept stocks = MSCI China.

BABREREAHRR: BEERRANE, RAREERS, FARSYRBEAR LR AN RELAHL, AZRTTROGEBRRERUNA, XAHLLRAMBFE 4
TREREZHA, RE AGMBARAARGREE, ARELZRA.

Haitong International Non-Rated Research: Haitong International publishes quantitative, screening or short reports which may rank stocks according to valuation and other metrics or may suggest
prices hased on possible valuation multiples. Such rankings or suggested prices do not purport to be stock ratings or target prices or fundamental values and are for information only.
RAERAREE: BEERTRARPAERERANYE A RAFEARTA, AEiA (600837.CH), RABRTLANANT, LATTEAATE A RNARRS. £
£, BRARRALSEAEARRGRAAL, ARERARSBEEANYE ARFATRA AR,

Haitong International Coverage of A-Shares: Haitong International may cover and rate A-Shares that are subject to the Hong Kong Stock Connect scheme with Shanghai and Shenzhen. Haitong

Securities (HS; 600837 CH), the ultimate parent company of HTISG based in Shanghai, covers and publishes research on these same AShares for distribution inmainland China. However, the rating
system employed by HS differs from that used by HTI and asa result there may be a difference in the HTI and HS ratings for the same Ashare stocks.
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Haitong International Quality 100 A-share (Q100) Index: HTI's Q100 Index is a quant product that consists of 100 of the highest-quality Ashares under coverage at HS in Shanghai. These stocks are
carefully selected through a quality-hased screening process in combination with a review of the HS A-share team's bottom-up research. The Q00 constituent companies are reviewed quarterly.
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MSCI ESG Disclaimer: Although Haitong International’s information providers, including without limitation, MSCI ESG Research LLC and its affiliates (the “ESG Parties’), obtain information (the
“Information”) from sources they consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness, of any data herein and expressly disclaim all express
or implied warranties, including those of merchantability and fitness for a particular purpose. The Information may only be used for your internal use, may not be reproduced or redisseminated in
any form and may not be used as a basis for, or a component of, any financial instruments or products or indices. Further, none of the Information can in and of itself be used to determine which
securities to buy or sell or when to buy or sell them. None of the ESG Parties shall have any liahility for any errors or omissions in connection with any data herein, or any liability for any direct,
indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.
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SusallWave FIN-ESG Data Service Disclaimer: Please read these terms and conditions below carefully and confirm your agreement and acceptance with these terms before using SusallWave FIN-
ESG Data Service.

1. FIN-ESG Data is produced by SusallWave Digital Technology Co., Ltd. (In short, SusallWave)'s assessment based on legal publicly a ccessible information. SusallWave shall not be responsible
for any accuracy and completeness of the information. The assessment result is for reference only. It is not for any investment advice for any individual or institution and not for basis of purchasing,
selling or holding any relative financial products. We will not be liable for any direct or indirect loss of any individual or institution asa result of using SusallWave FIN-ESG Data.

2. SusallWave do not consider recipients as customers for receiving these data. When using the data, recipients shall make your own independent judgment according toyour practical individual
status. The contents of the data reflect the judgment of us only on the release day. We have right to update and amend the data and release other data that contains inconsistent contents or
different conclusions without notification. Unless expressly stated, the data (e.g., financial performance data) represents past performance only and the past performance cannot be viewed as the
prediction of future return,

3. The copyright of this data belongs to SusallWave, and we reserve all rights in accordance with the law. Without the prior written permission of our company, none of individual or institution
can use these data for any profitable purpose. Besides, none of individual or institution can take actions such as amendment, replication, translation, compilation, re-editing, adaption, deletion,
abbreviation, excerpts, issuance, rent, exhibition, performance, projection, broadcast, information network transmission, shooting, adding icons and instructions. If any loss of SusallWave or any
third-party is caused by those actions, users shall bear the corresponding compensation liability. SusallWave shall not be responsible for any loss.

4. Ifany term is not contained in this disclaimer but written inother agreements on our website (e.g. User Registration Protocol of SusallWave Website, User Service (including authentication)

Agreement of SusallWave Website, Privacy Policy of Susallwave Website), it should be executed according to other agreements. If there is any difference between this disclaim and other agreements,
this disclaimer shall be applied.
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IMPORTANT DISCLAIMER

For research reports on non-indian securities: The research report isissued by Haitong International Research Limited (‘HTIRL"), awholly owned subsidiary of Haitong International Securities Group
Limited ("HTISGL") and a licensed corporation to carry on Type 4 regulated activity (advising on securities) for the purpose of the Securities and Futures Ordinance (Cap. 571) of Hong Kong, with the
assistance of Haitong International (Japan) K.X. (‘HTIKK"), awholly owned subsidiary of HTISGL and which is regulated as an Investment Adviser by the Kanto Finance Bureau of Japan.

For research reports on Indian securities: The research report is issued by Haitong Securities India Private Limited (“HSIPL"), an Indian company and a Securities and Exchange Board of India (“SEBI”)
registered Stock Broker, Merchant Banker and Research Analyst that, inter alia, produces and distributes research reports covering listed entities on the BSE Limited (‘BSE”) and the National Stock
Exchange of India Limited (‘NSE") (collectively referred to as “Indian Exchanges”). HSIPL was acquired and became part of the Haitong International Securities Group of Companies (‘HTISG") on 22
December 2016.

Al the research reports are globally branded under the name Haitong International and approved for distribution by Haitong International Securities Company Limited (‘HTISCL") and/or any other
members within HTISG in their respective jurisdictions.

The information and opinions contained in this research report have been compiled or arrived at from sources believed tobe reliable and ingood faith but no representation or warranty, express or
implied, is made by HTIRL, HTISCL, HSIPL, HTIKK or any other members within HTISG from which this research report may be received, astotheir accuracy, completeness or correctness. All opinions
expressed herein are as of the date of this research report and are subject to change without notice. This research report is for information purpose only. Descriptions of any companies or their
securities mentioned herein are not intended to be complete and this research report is not, and should not be construed expressly or impliedly as, an offer to buy or sell securities. The securities
referred to in this research report may not be eligible for purchase or sale in some jurisdictions. If an investment product is denominated in a currency other than an investor's home currency, a
change in exchange ratesmay adversely affect the investment. Past performance isnot necessarily indicative of future results. Certain transactions, including those involving derivatives, give rise to
substantial risk and are not suitable for all investors. You should also bear in mind that recommendations in this research report are not tailor-made for you. The analyst has not taken into account
your unique financial circumstances, such as your financial situation and risk appetite. You must, therefore, analyze and should, where applicable, consult your own legal, tax, accounting, financial
and other professional advisers to evaluate whether the recommendations suits you before investment. Neither HTISG nor any of its directors, employees or agents accepts any liability whatsoever
for any direct or consequential loss arising from any use of the materials contained in this research report.

HTISG and our affiliates, officers, directors, and employees, excluding the analysts responsible for the content of this document, will from time to time have long or short positions in, act as principal
in, and buy or sell, the securities or derivatives, if any, referred to in this research report. Sales, traders, and other pr ofessionals of HTISG may provide oral or written market commentary or trading
strategies tothe relevant clients and the companies within HTISG that reflect opinions that are contrary to the opinions expressed in this research report. HTISG may make investment decisions that
are inconsistent  with the recommendations or views expressed in this research report. HTIis under no obligation to ensure that such other trading decisions, ideas or recommendations are brought
to the attention of any recipient of this research report.

Please refer to HTI's website www.equities.htisec.com for further information on HTI's organizational and administrative arrangements set up for the prevention and avoidance of conflicts of interest
with respect to Research.

Non U.S. Analyst Disclosure: The HTI analyst(s) listed on the cover of this Research is (are) not registered or qualified as a research analyst with FINRA and are not subject to U.S. FINRA Rule 2241
restrictions on communications with companies that are the subject of the Research; public appearances; and trading securities by a research analyst.
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People’s Republic of China (PRC): In the PRC, the research report is directed for the sole use of those who receive the research report in accordance with the applicable PRC laws and regulations.
Further, the information on the research report does not constitute "production and business activities in the PRC" under relevant PRC laws. This research report does not constitute a public offer
of the security, whether by sale or subscription, in the PRC. Further, no legal or natural persons of the PRC may directly or indirectly purchase any of the security or any beneficial interest therein
without obtaining all prior PRC government approvals or licenses that are required, whether statutorily or otherwise. Persons who come into possession of this research are required to observe
these restrictions.

Notice to Canadian Investors: Under no circumstances is this research report to be construed as an offer to sell securities or as a solicitation of anoffer to buy securities in any jurisdiction of Canada.
Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and
only by Haitong International Securities (USA) Inc., a dealer relying on the “international dealer exemption” under National Instrument 31-103 Registration Requirements, Exemptions and Ongoing
Registrant Obligations (‘NI 31-103") in Alberta, British Columbia, Ontario and Quebec. This research report is not, and under no circumstances should be construed as, a prospectus, an offering
memorandum, an advertisement or a public offering of any securities in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed upon this
research report, the information contained herein or the merits of the securities described herein and any representation to the contrary is an offence. Upon receipt of this research report, each
Canadian recipient will be deemed to have represented that the investor isan “accredited investor” assuch term is defined in section 1.1 of National Instrument 45-106 Prospectus Exemptions or,
in Ontario, in section 73.3(1) of the Securities Act (Ontario), as applicable, and a “permitted client” as such term is defined insection 1.1 of NI 31-103, respectively.

Notice to Singapore investors: This research report is provided in Singapore by or through Haitong International Securities (Singapore) Pte Ltd ("HTISSPL’) [Co Reg No 201311400G. HTISSPL is an
Evempt Financial Adviser under the Financial Advisers Act (Cap. 110) (“FAA’) to (a) advise on securities, units ina collective investment scheme, exchange-traded derivatives contracts and over-the-
counter derivatives contracts and (b) issue or promulgate research analyses or research reports on securities, exchange-traded derivatives contracts and over-thecounter derivatives contracts. This
research report is only provided to institutional investors, within the meaning of Section 4A of the Securities and Futures Act (Cap. 289). Recipients of this research report are to contact HTISSPL via
the details below in respect of any matters arising from, orin connection with, the research report:

Haitong International Securities (Singapore) Pte. Ltd.

10 Collyer Quay, #19-01 - #1905 Ocean Financial Centre, Singapore 049315

Telephone: (65) 6536 1920

Notice to Japanese investors: This research report is distributed by Haitong International Securities Company Limited and intended to be distributed to Financial Services Providers or Registered
Financial Institutions engaged in investment management (as defined in the Japan Financial Instruments and Exchange Act ('FIEL") Art. 61(1), Order for Enforcement of FIEL Art. 17-11(1), and related
articles).

Notice to UK and European Union investors: This research report is distributed by Haitong International Securities Company Limited. This research is directed at persons having professional
experience in matters relating to investments. Any investment or investment activity to which this research relates is available only to such persons or will be engaged in only with such persons.
Persons who do not have professional experience in matters relating to investments should not rely on this research. Haitong International Securities Company Limited's affiliates may have a net
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long or short financial interest in excess of 0.5% of the total issued share capital of the entities mentioned in this research report. Please be aware that any report in English may have been published
previously in Chinese or another language.

Notice to Australian investors: The research report is distributed in Australia by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong
International Securities (UK) Limited in reliance on ASIC Corporations (Repeal and Transitional) Instrument 2016/396, which exempts those HTISG entities from the requirement tohold an Australian
financial services license under the Corporations Act 2001 in respect of the financial services it provides to wholesale clients in Australia. A copy of the ASIC Class Orders may be obtained at the

following  website, www.legislation.gov.au.  Financial services provided by Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited, and Haitong
International Securities (UK) Limited are regulated under foreign laws and regulatory requirements, which are different from the laws applying in Australia.

Notice to Indian investors: The research report is distributed by Haitong Securities India Private Limited (‘HSIPL"), an Indian company and a Securities and Exchange Board of India (“SEBI") registered
Stock Broker, Merchant Banker and Research Analyst that, inter alia, produces and distributes research reports covering listed entities on the BSE Limited (“BSE”) and the National Stock Exchange of
India Limited (‘NSE") (collectively referred to as “Indian Exchanges’).

Name of the entity: Haitong Securities India Private Limited

SEBI Research Analyst Registration Number: INH000002590

Address : 1203A, Floor 12, Tower 24, One World Center

841 Senapati Bapat Marg, Elphinstone Road, Mumbai 400 013, India

CIN U74140MH2011FTC224070

Ph: 491 2243156800 Fax+91 22 24216327

Details of the Compliance Officer and Grievance Officer : Prasanna Chandwaskar : Ph: +91 22 43156803; Email id: prasanna.chandwaskar@ htisec.com

“Please note that Registration granted by SEBI and Certification from NISM inno way guarantee performance of the intermediary or provide any assurance of returns to investors”.

This research report is intended for the recipients only and may not be reproduced or redistributed without the written consent of an authorized signatory of HTISG.
Copyright: Haitong International Securities Group Limited 2019. All rights reserved.
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