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Key Financial Summary

FYE 12/12 12/13 12/14F  12/15F
Turnover (RVB mn) 5,340 6,007 7,566 9,368
Net Profit, adj. (RMB mn) 1,077 1,238 1,485 1,840
EPS, adj. (RVB) 0.72 0.83 0.99 1.23
PIE (X) 51.0 44.3 37.0 29.9

BVPS (RMB) 3.48 4.25 5.16 6.29
PIB (X) 10.60 8.60 7.10 5.80

DPS (RVB) 0.07 0.08 0.10 0.12
Div. Yield 0.2% 0.2% 0.3% 0.3%

Source: Bloomberg, PSR est.
*All multiples & yields based on current market price
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Target Price (CNY) 43.04
Forecast Dividend (CNY) 0.10

Closing Price (CNY) 36.75
Potential Upside 18.5%

Company Description

Hengrui Medicine is the leading enterprise in the chemical
pharmaceutical field of China. Through years of talents and technical
preparation, the Company is at the breakthrough stage of turning from
generic drugs to innovative drugs, chemical drugs to biological drugs and
domestic market to the world market. As the listed chemical
pharmaceutical Company with the best innovation ability in China, it is
majorly engaged in business segments of antitumor drugs, surgery drugs,
contrast agents, featured infusions, etc. The Company is a blue chip that
enjovs great popularitvin the market.

Company Data

Market Cap. (CNY mn) 55,272
Enterprise Value (CNY mn) 52,542
52 week range (CNY) 29.06 - 40.4¢
Closing Price in 52 w eek range #:I
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Major Shareholders
1.lianyungang Tianyu Investment Limited 24.45%

Valuation Method
P/E

Research analyst

Fan Guohe
fanguohe@phillip.com.cn
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Figure 1. Persistent growth of Hengrui (RMB: mn)
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Source: Company reports, PSR

Figure 2. Strong earning capabilities of Hengrui

Net Profit Margin

—  QOperating Margin Gross Margin-RHL

30% 90%
/————' — L 80%
25% raX
- // - 70%
20% 77 \//\ 60%
o / - 50%
15%
/ [ 40%
10% — 30%
- 20%
5%
- 10%
0% 0%

T T T T T T T T T T
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Source: Company reports, PSR

RHBEIESFENGT - A O AR - fE Ry A gl
R GBIFOBIRTILE" - RESHTAY () BEE R i L F S A ERILEE - R
it iI2-3 AR BRI E T - Hrh DS SE20(E DL L - 3R EE
UL30fE - 6% BIZEUT20M8 - AL AREREAYIER - FilF - SRS EEEUIR
Sb > IREIREFERA ~ DIME ~ BHRPTER - MRS 28 TR H
b T FIR R EE AL AR TR EAR R SRk -

EE BRI

B AT ZEYIRIERIT A2 - Y25 EAERSE B agf @48 - BEAl
A EATHE AR 2 F R ABETSERF AR - 1011 H AR e &t
RURESERE T 2 A BT SE R RG] © B th 2 2 BREE — (AR
FEAGEE LAY Ny THUNE R EEY) S B R GR i —

X PhillipCapital
Your Partner In Finance
Phillip Securities (Hong Kong) Ltd

Page | 2



{EBEEEBE (600276.CH)
3 December 2014

— i I ARAG ZE SR - PTG T IEE 3 10T - H RTINS
BHRESECABCET 164 - fHELEEL30%EF MM e iam2E A - 8%
B IR L BT - QAR B s B AE TS BRI S 2 1O R - [RIRF
Bl JE R FEE /A ERR IR T > BTN PEER I h R I 5 20 (& DA_E AR A
HE A - E15 AR - P EEHPTE 7 A RAI IS RE - &
19K ~ R ESF A THR TR R -

53a% o N FEVRI G SEETER TR PG T RN R R R
ZE@T0E > B R NRERLE - (7 RSN AT — I S o TR R
FYFEAT I~ TR E - RRS fth B R AR R BB 1% R AL - 152877
FEMF SRS > FHR R AR TLAR A RS HORAT 3-8 (i BB AL - 38 Bu iy
TSNS R R B A AR o

I TEE E B R

{EHm 2 H A BdME— A FDATE S R FF A P BB A 7 11-134E 0L
BRI ~ Zch v Fod i FDARERE - 124F 5 HI B AR bifi - 3T H >
N FIESS FHER W RGRA% S S BIFDARERE - e LR - ARACTHINESR
INENE TR 2 ~ SVttt sA] - CambaB RS A LiEFDATZRE

HEARERWERRIL B S i > (HE TR FIRE > BPRREL > mHA
F)EER G/ V7 Sandoz X FIAESEBIBEA B R GO SHEE 18 > ESE Bl T a
IR - 2 FEREE R E S LR LR - ARIRIMSHeal thHY R
Af o AR SRR MU B4, 2(858T » A LR E AL - AR TH
aF o ISR EIBIAI RS S LOfRT -

Figure 3. Sales by businesses

Region Specifications Sales price
Baxter Us 500mg iv CNY2376
Hengrui China 200mg iv CNY4.75

Source: RxUSA, PSR
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Figure 4. High R&D expense ratio
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FYE 2012 2013 2014F| 2015F
Valuation Ratios
Price Earnings 51.0x 44.3x 37.0x 29.9x
Price to Book 10.6x 8.6x 6.9x 5.7x
Dividend Yield 0.2% 0.2% 0.3% 0.3%
Per share data(RMB))
EPS Adjusted 0.72 0.83 0.99 1.23
Book Value Per Share 3.48 4.25 5.36 6.49
Dividends Per Share 0.07 0.08 0.10 0.12
Growth& Margin
Revenue growth 19.1% 14.2% 24.1% 23.8%
Gross Profit growth 20.9% 10.5% 24.1% 24.3%
Net Profit growth 22.8% 14.9% 19.9% 23.9%
Profitability Ratios
Gross Margin 83.7% 81.0% 81.0% 81.3%
Net Profit Margin 20.2% 20.3% 19.6% 19.6%
Dividend Payout Ratio % 9.2% 9.9% 10.1% 9.8%
Key Ratios
Return on Assets 20.1% 18.9% 18.6% 19.1%
Return on Equity 22.8% 21.4% 20.2% 20.7%
Effective Tax Rate 14.5% 12.6% 12.0% 12.0%
Liability ratio 7.7% 7.8% 8.0% 8.0%
Income Statement(RMB: mn)
Revenue 5,340 6,097 7,566 9,368
- Cost of Goods Sold 870 1,158 1,438 1,752
Gross Income 4,470 4,939 6,128 7,616
- Selling, General & Admin Exp 3,186 3,513 4,449 5,527
Operating Income 1,284 1,426 1,680 2,089
- Net Non-Operating Losses (G4 -63 -53 -74 -84
Pretax Income 1,346 1,479 1,754 2,173
- Income Tax Expense 195 186 210 261
Income Before XO Items 1,151 1,292 1,543 1,912
- Minority Interests 74 54 59 73
Net Profit 1,077 1,238 1,485 1,840
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PSR Rating System

Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base our recommendations entirely on the above quantitative return bands.
We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market
sentiment, recent rate of share price appreciation, presence or absence of stock price
catalysts, and speculative undertones surrounding the stock, before making our final
recommendation
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within * 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited
to) a stock's risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and
speculative undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the
terms and limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct
or consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any
analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are
expressions of belief only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such
information or Research is accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication is
subject to change, and Phillip Securities shall not have any responsibility to maintain the information or Research made available or to supply any
corrections, updates or releases in connection therewith. In no event will Phillip Securities be liable for any special, indirect, incidental or consequential
damages which may be incurred from the use of the information or Research made available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at
any time without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs
of any particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should
seek advice from a financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or
particular needs of that person, before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent verification and exercise of
judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a
representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products
which may be described in this publication involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions
involving such products should not be made unless all such risks are understood and an independent determination has been made that such transactions
would be appropriate. Any discussion of the risks contained herein with respect to any product should not be considered to be a disclosure of all risks or a
complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in
this research should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation
covered in this report.

Firm’s Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial
interest of 1% or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed
corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear
responsibility for any loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant

investment products. For details of different product's risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
© 2014 Phillip Securities (Hong Kong) Limited
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SINGAPORE
Phillip Securities Pte Ltd
Raffles City Tower
250, North Bridge Road #06-00
Singapore 179101
Tel : (65) 6533 6001
Fax : (65) 6535 6631
Website: www.poems.com.sg

HONG KONG
Phillip Securities (HK) Ltd
Exchange Participant of the Stock Exchange of Hong Kong
11/F United Centre 95 Queensway
Hong Kong
Tel (852) 22776600
Fax (852) 28685307
Websites: www.phillip.com.hk

INDONESIA
PT Phillip Securities Indonesia
ANZ Tower Level 23B,

JI Jend Sudirman Kav 33A
Jakarta 10220 — Indonesia
Tel (62-21) 57900800
Fax (62-21) 57900809
Website: www.phillip.co.id

THAILAND
Phillip Securities (Thailand) Public Co. Ltd
15th Floor, Vorawat Building,
849 Silom Road, Silom, Bangrak,
Bangkok 10500 Thailand
Tel (66-2) 6351700 / 22680999
Fax (66-2) 22680921
Website www.phillip.co.th

UNITED KINGDOM
King & Shaxson Capital Limited
6th Floor, Candlewick House,

120 Cannon Street,
London, EC4N 6AS

Tel (44-20) 7426 5950

Fax (44-20) 7626 1757

Website: www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
Level 12, 15 William Street,
Melbourne, Victoria 3000, Australia
Tel (613) 96188238
Fax (613) 92002272
Website: www.phillipcapital.com.au

MALAYSIA
Phillip Capital Management Sdn Bhd
B-3-6 Block B Level 3 Megan Avenue I,
No. 12, Jalan Yap Kwan Seng, 50450
Kuala Lumpur
Tel (603) 21628841
Fax (603) 21665099
Website: www.poems.com.my

JAPAN
PhillipCapital Japan K.K.
Nagata-cho Bldg.,
8F, 2-4-3 Nagata-cho,
Chiyoda-ku, Tokyo 100-0014
Tel (81-3) 35953631
Fax (81-3) 35953630
Website:www.phillip.co.jp

CHINA
Phillip Financial Advisory (Shanghai) Co. Ltd
No 436 Hengfeng Road,
Greentech Unit 604,
Postal code 200070
Tel (86-21) 51699400
Fax (86-21) 63532643
Website: www.phillip.com.cn

FRANCE
King & Shaxson Capital Limited
3rd Floor, 35 Rue de la Bienfaisance 75008
Paris France
Tel (33-1) 45633100
Fax (33-1) 45636017
Website: www.kingandshaxson.com

UNITED STATES
Phillip Futures Inc
141 W Jackson Blvd Ste 3050
The Chicago Board of Trade Building
Chicago, IL 60604 USA
Tel +1.312.356.9000
Fax +1.312.356.9005
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