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R&D updates

Akeso biotech (09926:HK)

Akeso recently announced three clinical trials results on AK104 (cadonilimab, PD-1/CTLA-4 bi-specific
antibody) and AK112 (PD-1/VEGF bi-specific antibody), and three mechanism studies results on
AK104, AK117 (CD47) and AK119 (CD73) at the 36th Annual Meeting of the Society for
Immunotherapy of Cancer (SITC 2021). We maintain our EPS forecasts of -Rmb0.85 in 21E, -Rmb0.77
in 22E and Rmb0.06 in 23E. We raise our target price from HKS$55.0 to HKS62.0. With 22% upside,
we maintain our BUY rating.

AK112, Akeso’s core bispecific product. AK112 is a potential first-in-class PD-1/VEGF bispecific
antibody. The drug now is under several phase Ib/Il trials in China, including lung cancer,
gynecological tumors, HCC, etc. On 15th November, Akeso announced two clinical results on AK112
in SITC 2021, including a phase | study in patients with platinum-resistant epithelial ovarian cancer
(PROC) and a phase Ib/Il clinical study of AK112 in combination with olaparib for patients with BRCA
germline wild-type platinum sensitive recurrent ovarian cancer. In terms of AK112’s phase | study on
PROC, the ORR and DCR was 29.4% and 76.5% respectively. The median follow-up was 4.5 months
and the rate of grade 3 or above treatment related adverse events (TRAEs) was 15.8%, with no grade
4-5 TRAEs. In addition, its phase Ib/Il clinical study of AK112 combined with olaparib (PARP
inhibitor), will evaluate the three dose levels of AK112 (10mg/kg, 20mg/kg and 30mg/kg Q2W)
combined with fixed-dose olaparib (300mg, BID) to determine the recommended Phase Il dose
(RP2D). In addition, the company recently received NMPA’s approval to initiate a phase Il clinical trial
for AK112’s monotherapy or combo chemotherapy neoadjuvant/adjuvant therapy of resectable
NSCLC.

Expecting commercialisation of AK104. AK104 is a humanized tetrameric bispecific antibody, which
has obtained FDA’s fast track and orphan drug, and NMPA breakthrough therapy. In SITC 2021, the
company reported the phase Il study of AK104 in patients with metastatic nasopharyngeal
carcinoma (NPC) who had progressed after two or more lines of chemotherapy. The ORR is 30%, and
DCR is 70%. In addition, the median follow-up time was 7.49 months and mPFS was 3.71 months.
The ORR of PD-L1 positive and negative patients is 50% and 16.7%, respectively. Meanwhile, the
study shows the good safety of AK112 and the incidence of grade 3 TRAEs is 21.7%. In September
2021, the NDA of AK104 used for the treatment of 2L/3L cervical cancer, has been accepted by the
NMPA with the priority review designation. We expect AK104 to obtain NMPA’s approval in 2022E.
To prepare for the commercialisation of AK104, the company currently has a sales team of over 500
sales people and is expected to have 800-1,000 members when AK104 is launched.

Maintain BUY. We maintain our EPS forecasts of -Rmb0.85 in 21E, -Rmb0.77 in 22E and Rmb0.06 in
23E. We raise our target price from HKS$55.0 to HK$62.0. With 22% upside, we maintain our BUY
rating.

Risks: R&D failure of key pipeline; commercialisation failure of key products.

Financial summary and valuation

2019 2020 2021E 2022E 2023E
Revenue (Rmbm) 71 0 283 1,213 2,615
Growth (YoY %) 2,408.10 0.00 - 328.07 115.59
Net profit (Rmbm) (335) (1,177) (698) (626) 50
Growth (YoY %) - - - - -
EPS (Rmb) (3.26) (1.65) (0.85) (0.77) 0.06
ROE (%) (155.48) (34.11) (19.79) (24.39) 1.89
Dividend yield (%) 0.00 0.00 0.00 0.00 0.00
PE (x) - - - - 752.50
PB (x) 21.85 8.34 10.60 14.58 14.23

Note: EPS is calculated as the net profit attributable to shareholders divided by weighted average number of diluted shares.
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Company Financials

Consolidated Income Statement

Company Research

Rmbm 2019 2020 2021E 2022E 2023E
Revenue 71 0 283 1,213 2,615
Cost of Sales 0 0 (46) (291) (523)
Gross Profit 71 0 237 922 2,092
Other Income 50 124 130 80 60
Selling/General/Admi. Expenses (55) (253) (225) (752) (1,072)
Ebitda (232) (920) (904) (856) 201
Ebit (249) (942) (1,004) (976) 61
Finance Costs (6) (8) 7 6) (8)
Profit before tax (346) (1,321) (993) (962) 73
Income tax expense 0 0 0 0 (12)
Minority interests 11 144 294 337 (12)
Profit for the year (335) (2,177) (698) (626) 50
Source: SWS Research
Consolidated Cash Flow Statement

Rmbm 2019 2020 2021E 2022E 2023E
Profit before taxation (346) (1,321) (993) (962) 73
Plus: Depr. and amortisation 16 22 100 120 140
Finance cost 6 8 7 6 8
Losses from investments 0 0 0 0 0
Change in working capital a7 1) (214) (292) (595)
Others 57 674 (86) (60) (51)
CF from operating activities (220) (618) (1,186) (1,188) (425)
Capex (236) (448) (300) (200) (100)
Other CF from investing activities 108 (107) 0 0 0
CF from investing activities (128) (556) (300) (200) (100)
Equity financing 319 2,715 1,069 0 0
Net change in liabilities 86 37 0 500 500
Dividend and interest paid (4) ?3) ) (6) (8)
Other CF from financing activities 830 130 0 0 0
CF from financing activities 1,230 2,878 1,062 494 492
Net cash flow 883 1,705 (424) (894) (33)
FCFF (421) (1,369) (1,418) (1,348) (505)
FCFE (341) (1,341) (1,425) (854) (13)

Source: SWS Research
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Consolidated Balance Sheet

Rmbm 2019 2020 2021E 2022E 2023E
Current Assets 1,256 3,001 2,670 2,173 2,836
Bank balances and cash 1,186 2,684 2,261 1,367 1,334
Trade and other receivables 51 144 272 598 1,218
Inventories 16 61 25 96 172
Other current assets 3 112 112 112 112
Long-term investment 3 6 9 12 15
PP&E 214 608 808 888 848
Intangible and other assets 200 241 238 235 232
Total Assets 1,673 3,856 3,725 3,308 3,931
Current Liabilities 120 170 48 653 1,254
Borrowings 38 14 14 514 1,014
Trade and other payables 77 152 31 136 236
Other current liabilities 4 4 4 4 4
Long-term liabilities 1,337 236 149 89 49
Total Liabilities 1,457 406 198 743 1,304
Minority Interests 222 265 (30) (366) (354)
Shareholder Equity (6) 3,186 3,557 2,931 2,981
Share Capital 0 0 0 0 0
Reserves (6) 3,185 3,557 2,931 2,981
Total Equity 216 3,450 3,627 2,565 2,627
Total Liabilities and equity 1,673 3,856 3,725 3,308 3,931

Source: SWS Research
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Information Disclosure:

Undertakings of the Analyst

| (We) am (are) conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China and have
registered as the Securities Analyst. | hereby issue this report independently and objectively with due diligence, professional and prudent research
methods and only legitimate information is used in this report. | am also responsible for the content and opinions of this report. | have never been,
am not, and will not be compensated directly or indirectly in any form for the specific recommendations or opinions herein.

Disclosure with respect to the Company

The company is a subsidiary of Shenwan Hongyuan Securities. The company is a qualified securities investment consulting institute approved by
China Securities Regulatory Commission. The affiliates of the Company may hold or trade the investment targets mentioned in this report in
accordance with the law, and may also provide or seek to provide investment banking services for these targets. The Company fulfills its duty of
disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant disclosure materials or log into
www.swsresearch.com for the analysts' qualifications’ the arrangement of the quiet period and the affiliates’ shareholdings.

Introduction of Share Investment Rating

Security Investment Rating:

When measuring the difference between the markup of the security and that of the market’s benchmark within six months after the release of this
report, we define the terms as follows:

BUY: Share price performance is expected to generate more than 20% upside.

Outperform: Share price performance is expected to generate between 10-20% upside.

Hold: Share price performance is expected to generate between 10% downside to 10% upside.

Underperform: Share price performance is expected to generate between 10-20% downside.

SELL: Share price performance is expected to generate more than 20% downside.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market’'s benchmark within six months after the release
of the report, we define the terms as follows:

Overweight: Industry performs better than that of the whole market;

Neutral: Industry performs about the same as that of the whole market;

Underweight: Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the
relative rating method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their
actual situation, such as their portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the
complete opinions and information and shall not rely solely on the investment ratings to reach a conclusion. The Company employs its own
industry classification system. The industry classification is available at our sales personnel if you are interested.

HSCEI is the benchmark employed in this report.

Disclaimer:

This report is published by SWS Research Co., Ltd. (subsidiary of Shenwan Hongyuan Securities, hereinafter referred to as the “Company”) in
mainland China (excluding Hong Kong, Macao and Taiwan), and to be used solely by the clients of the Company (including Qualified Foreign
Institutional Investors and other qualified clients in accordance with the law). The Company will not deem any other person as its client
notwithstanding his receipt of this report. The clients understand that the text message reminder and telephone recommendation are no more than
a brief communication of the research opinions, which are subject to the complete report released on the Company’s website
(http://www.swsresearch.com). The clients may ask for follow-up explanations if they so wish. Save and except as otherwise stipulated in this
report, the contactor upon the first page of the report only acts as the liaison who shall not provide any consulting services.

This report is based on public information, however, the authenticity, accuracy or completeness of such information is not warranted by the
Company. The materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to be regarded or
deemed as an invitation for the sale or purchase of any security or other investment instruments. The materials, opinions and estimates contained
herein only reflect the judgment of the Company on the day this report is released. The prices, values and investment returns of the securities or
investment instruments referred to herein may fluctuate. At different periods, the Company may release reports which are inconsistent with the
materials, opinions and estimates contained herein.

The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their
investment decisions solely on this report. The clients should make investment decisions independently and solely at your own risk. Please be
reminded that in any event, the company will not share gains or losses of any securities investment with the clients. Whether written or oral, any
commitment to share gains or losses of securities investment is invalid. The investment and services referred to herein may not be suitable for
certain clients and shall not constitute personal advice for individual clients. The Company does not ensure that this report fully takes into
consideration of the particular investment objectives, financial situations or needs of individual clients. The Company strongly suggests the clients
to consider themselves whether the opinions or suggestions herein are suitable for the clients’ particular situations; and to consult an independent
investment consultant if necessary. Under no circumstances shall the information contained herein or the opinions expressed herein forms an
investment recommendation to anyone. Under no circumstances shall the Company be held responsible for any loss caused by the use of any
contents herein by anyone. Please be particularly cautious to the risks and exposures of the market via investment. Independent investment
consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation for this report
where the receiver of this report is not a client of the Company.

The Company possesses all copyrights of this report which shall be treated as non-public information. The Company reserves all rights related to
this report. Unless otherwise indicated in writing, all the copyrights of all the materials herein belong to the Company. In the absence of any prior
authorization by the Company in writing, no part of this report shall be copied, photocopied, replicated or redistributed to any other person in any
form by any means, or be used in any other ways which will infringe upon the copyrights of the Company. All the trademarks, service marks and
marks used herein are trademarks, service marks or marks of the Company, and no one shall have the right to use them at any circumstances
without the prior consent of the Company.
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