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BeiGene (BGNE US)

Sales exceeding expectations and achieving non-
GAAP profitability
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BUY (Maintain)

B Product sales continued beating expectations. In 2Q24, BeiGene recorded total | Target Price US$288.93
product sales of US$921mn (+23% QoQ, +66% YoY). The 1H24 total product sales | (Previous TP US$269.73)
reached US$1.67bn, representing 51.4% of our previous FY24 estimate, beating our | Up/Downside 57.9%
expectations. Zanubrutinib (zanu) maintained strong sales momentum, increasing | cyrrent Price US$183.03
30% QoQ or 107% YoY to US$637mn. The strong performance of zanu was driven .
by continuous market share gains in CLL in the US, especially in new patient | China Healthcare
prescriptions in both 1L and RR CLL (~40% market share, close to acalabrutinib), | Jill wu, CFA
and the expansion of reimbursement coverage in Europe. According to our | (852) 3900 0842
calculation, in 2Q24, the global market size of BTKi recorded a +9% QoQ increase, | jillwu@cmbi.com.hk
driven by the strong sales of zanu (+30% QoQ) and acalabrutinib (+10% QoQ), while Andy WANG
sales of ibrutinib declined 1% QoQ. Zanu captured around 24% of the global BTKi (8523/ 3657 6288
market in 2Q24, improving significantly from 20% in 1Q24. As the only BTKi with andywang@cmbi.com.hk
superior head-to-head clinical data vs ibrutinib and the broadest indication coverage, DA
we forecast zanu to gain market share and realize US$2.6bn sales in FY24 (+102% | Stock Data
YoY) and US$5.6bn peak sales by 2031E. Mkt Cap (US$ mn) 19,085.1

. . - . Avg 3 mths t/o (US$ mn) 9.7

B Achieved non-GAAP profitability, with GAAP breakeven around the corner. | sy pigh/iLow (USS) 213.59/129.52
BeiGene consistently improved its operating margins, benefiting from the rapid | Total Issued Shares (mn) 104.3
growth in product revenue. Its GP margin (vs product sales) increased to 85.0% in | Source: FactSet
2Q24 (vs 83.3% in 1Q24), driven by a growing proportion of sales from high-margin | sparenolding Structure
zanu and economies of scale. The SG&A ratio (vs product sales) continued to | Amgen 19.3%
decrease to 48% in 2Q24 (vs 57% in 1Q24 and 69% in FY23), and the R&D ratio | Baker Bros 10.9%
(vs product sales) also shrank to 49% from 62% in 1Q24. In 2Q24, BeiGene | Source:ar
narrowed its net loss to US$120mn (vs US$251mn in 1Q24). Without the impact | share Performance
from share-based compensation, depreciation and amortization, the Company Absolute Relative
recorded quarterly profitability of US$48mn (vs loss of US$147mn in 1Q24), a major | 1-mth 26.6% 39.9%
milestone in the Company’s history. BeiGene has arrived around the corner of | 3mth 8.5% 6.5%

N : . ; ; . 6-mth 24.5% 19.5%
profitability. With the strong sales momentum and the improving operating margin, | g/ ————
we expect BeiGene to break even in FY25E. ,

B Efficient clinical progress of the next wave of blockbusters. We believe 1(3£$mth Price Perfor?gﬁ;fs
sonrotoclax (BCL-2) and BGB-16673 (BTK CDAC) will become blockbusters. | 28 IXIC (Rebased)
BeiGene has initiated a strong global Ph3 study of sonrotoclax + zanu vs venetoclax | 240
+ obinutuzumab in 1L CLL in late 2023. We expect the data readout of the Ph2 trials o
of sonrotoclax in R/R MCL (global study, fully enrolled) and R/R CLL (China study) | &
in 2025E, which could lead to NDA filings if positive. Ph3 trials of sonrotoclax in R/R 1] | ‘ | |
CLL and R/R MCL are expected to start in 4Q24 and 1Q25, respectively. BeiGene Aug23  Nov23  Feb24  May24  Aug24
has started the expansion cohorts of BGB-16673 in R/R MCL and R/R CLL with | Source: FactSet
registration potential. We expect BeiGene to start a Ph3 study for BTK CDAC in R/R
CLL in 4Q24/1Q25. Additionally, BGB-43395 (CDKA4i) is expected to release the first
Phl data at the SABCS meeting in Dec 2024, with initiation of pivotal trial to follow.

B Maintain BUY. Considering the Company’s near-term profitability, strong product
growth momentum, sonrotoclax and BTK CDAC's blockbuster potential, and a
robust early-stage pipeline, BeiGene remains our top recommendation. We raised
our DCF-based TP from US$269.73 to US$288.93 (WACC: 9.79%, terminal growth
rate: 3.0%).

Earnings Summary

(YE 31 Dec) FY22A FY23A FY24E FY25E FY26E

Revenue (US$ mn) 1,416 2,459 3,869 5,491 6,993

Net profit (US$ mn) (2,003.8) (881.7) (600.5) 53.4 561.9

EPS (Reported) (US$) (19.43) (8.45) (5.76) 0.51 5.39

R&D expenses (US$mn) (1,641) 1,779) (1,996) (2,087) (2,447)

CAPEX (US$ mn) (325) (562) (400) (200) (200)

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: Quarterly product sales of BeiGene (1Q19-2Q24)
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Source: Company data, CMBIGM

Figure 2: Zanubrutinib quarterly sales (1Q22-2Q24)
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Source: Company data, CMBIGM
Note: Zanubrutinib was originally approved in Nov 2019 in the US.

Figure 3: Tislelizumab quarterly sales (1Q20-2Q24)
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Source: Company data, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 2
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Figure 4: Global sales of major BTK inhibitors (4Q19-2Q24)

S3Smn mibrutinib = acalabrutinib -~ zanubrutinib = pirtobrutinib
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Source: Company data, CMBIGM.
Note: sales of orelabrutinib, tirabrutinib and olmutibib are not included in calculation due to limited market share currently.

Figure 5: Market share of major BTK inhibitors (4Q19-2Q24)
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Source: Company data, CMBIGM.
Note: sales of orelabrutinib, tirabrutinib and olmutibib are not included in calculation due to limited market share currently.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 6: Risk-adjusted DCF valuation

DCF valuation (US$ mn) 2024E 2025E 2026E 2027E 2028E 2029E 2030E 2031E 2032E 2033E 2034E 2035E

EBIT -623 66 657 1,518 2,044 2,871 3,505 3,977 4,257 4,444 4307 4,198
Tax rate 0% 15% 15% 15% 15% 15% 15% 15% 15% 15% 15% 15%
EBIT*(1-tax rate) -623 56 559 1,291 1,737 2,440 2,979 3,381 3,619 3,777 3,661 3,569
+ D&A 107 113 118 123 128 133 137 141 144 148 151 154
- Change in working capital -81 -231 -209 -227 -5 -145 -148 -104 -19 17 126 106
- Capex -400 -200 -200 -200 -200 -200 -200 -200 -200 -200 -200 -200

FCFF -997 -262 268 987 1,661 2,227 2,768 3,217 3,544 3,742 3,739 3,628

Terminal value 55,048

PV of enterprise (US$ mn) 28,503

Net debt (US$ mn) -1,625

Equity value (US$ mn) 30,128

No. of ADS (mn) 104

DCF per ADS (US$) 288.93

Terminal growth rate 3.0%

WACC 9.79%

Cost of equity 13.0%

Cost of debt 4.5%

Equity beta 1.00

Risk-free rate 3.0%

Market risk premium 10.0%

Target debt to asset ratio 35.0%

Effective corporate tax rate 15.0%

Source: CMBIGM estimates

Figure 7: Sensitivity analysis (US$)

WACC
Terminal growth rate 8.79% 9.29% 9.79% 10.29% 10.79%
4.0% 400.44 356.69 320.63 290.43 264.80
3.5% 373.24 335.29 303.52 276.56 253.41
3.0% 350.74 317.31 288.93 264.58 243.48
2.5% 331.82 301.97 276.35 254.15 234.75
2.0% 315.69 288.73 265.38 244.97 227.01

Source: CMBIGM estimates

Figure 8: CMBIGM estimates revision

New Old Diff (%)
US$ mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 3,869 5,491 6,993 3,255 4,532 5,888 19% 21% 19%
Gross profit 3,293 4,679 5,972 2,713 3,789 4,940 21% 23% 21%
Operating profit -623 66 657 -827 -67 462 NA NA 42%
Net profit -600 53 562 -804 -68 395 NA NA 42%
EPS (US$ per ADS) (5.76) 0.51 5.39 (7.71) (0.65) 3.79 NA NA 42%
Gross Margin 85.12% 85.20% 85.40% 83.35% 83.60% 83.90% +1.76 ppt +1.60 ppt +1.50 ppt

Source: Company data, CMBIGM estimates

Figure 9: CMBIGM estimate vs consensus

CMBIGM Consensus Diff (%)
US$ mn FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E
Revenue 3,869 5,491 6,993 3,628 4,452 5,254 7% 23% 33%
Gross profit 3,293 4,679 5,972 3,068 3,803 4,481 7% 23% 33%
Operating profit -623 66 657 -631 81 520 N/A N/A 26%
Net profit -600 53 562 -593 -67 415 N/A N/A 36%
EPS (US$ per ADS) (5.76) 0.51 5.39 (4.72) (0.63) 3.83 N/A N/A 41%
Gross margin 85.12% 85.20% 85.40% 84.57% 85.42% 85.28% +0.55 ppt -0.22 ppt  +0.12 ppt

Source: Company data, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
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Financial Summary

INCOME STATEMENT 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (US$ mn)

Revenue 1,176 1,416 2,459 3,869 5,491 6,993
Cost of goods sold (165) (286) (380) (576) (813) (2,021)
Gross profit 1,011 1,129 2,079 3,293 4,679 5,972
Operating expenses (2,450) (2,919) (3,287) (3,916) (4,613) (5,315)
SG&A expense (990) (1,278) (1,505) (1,920) (2,526) (2,867)
R&D expense (1,459) (1,641) (1,779) (1,996) (2,087) (2,447)
Others 1) (1) 4) 0 0 0
Other income 0 (171) 382 22 3) 4
Pre-tax profit (1,439) (1,961) (826) (600) 63 661
Income tax 25 (43) (56) 0 9) (99)
Minority interest 0 0 0 0 0 0
Net profit (1,413) (2,004) (882) (600) 53 562
Adjusted net profit (1,413) (2,004) (882) (600) 53 562
BALANCE SHEET 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (US$ mn)

Current assets 7,614 5,207 4,203 4,249 4,691 5,219
Cash & equivalents 4,376 3,870 3,172 3,008 3,043 3,214
Account receivables 483 173 358 473 677 862
Inventories 243 282 416 522 725 897
Financial assets at FVTPL 2,242 665 3 3 3 3
Other current assets 271 217 255 243 243 243
Non-current assets 1,032 1,172 1,602 1,895 1,982 2,064
PP&E 588 846 1,324 1,617 1,704 1,786
Deferred income tax 110 0 0 0 0 0
Intangibles 47 41 57 57 57 57
Other non-current assets 287 286 221 221 221 221
Total assets 8,646 6,379 5,805 6,144 6,673 7,282
Current liabilities 1,600 1,469 1,810 1,949 2,125 2,273
Short-term borrowings 428 329 688 688 688 688
Account payables 262 295 315 454 630 778
Tax payable 21 25 23 23 23 23
Other current liabilities 888 820 784 784 784 784
Non-current liabilities 803 527 458 958 958 658
Long-term borrowings 202 209 198 698 698 398
Deferred income 220 42 0 0 0 0
Other non-current liabilities 381 276 260 260 260 260
Total liabilities 2,403 1,996 2,268 2,907 3,083 2,930
Share capital 11,191 11,541 11,599 11,899 12,199 12,399
Retained earnings (4,966) (7,080) (7,962) (8,563) (8,509) (7,947)
Other reserves 18 77) (99) (99) (99) (99)
Total shareholders equity 6,243 4,383 3,537 3,237 3,590 4,352
Minority interest 0 0 0 0 0 0
Total equity and liabilities 8,646 6,379 5,805 6,144 6,673 7,282

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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CASH FLOW 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec (US$ mn)

Operating

Profit before taxation (1,439) (1,961) (826) (600) 63 661
Depreciation & amortization 46 66 88 107 113 118
Tax paid 25 (43) (56) 0 9) (99)
Others 68 441 (363) 219 69 9)
Net cash from operations (1,299) (1,497) (1,157) (275) 235 671
Investing

Capital expenditure (263) (325) (562) (400) (200) (200)
Acquisition of subsidiaries/ investments (2,191) 17) (17) 0 0 0
il:ls‘tasptrr?](‘:;?gs from disposal of short-term 3.147 1,564 673 0 0 0
Others (52) (144) (34) 0 0 0
Net cash from investing 641 1,077 60 (400) (200) (200)
Financing

Net borrowings 423 351 684 500 0 0
Proceeds from share issues 3,443 0 0 0 0 0
Others (229) (370) (268) 0 0 (300)
Net cash from financing 3,637 (19) 416 500 0 (300)
Net change in cash

Cash at the beginning of the year 1,390 4,383 3,875 3,183 3,008 3,043
Exchange difference 14 (69) (8) 0 0 0
Cash at the end of the year 4,383 3,875 3,186 3,008 3,043 3,214
GROWTH 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Revenue 280.8% 20.4% 73.7% 57.4% 41.9% 27.3%
Gross profit 324.6% 11.7% 84.1% 58.4% 42.1% 27.6%
Net profit na na na na na 952.4%
Adj. net profit na na na na na 952.4%
PROFITABILITY 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Gross profit margin 86.0% 79.8% 84.5% 85.1% 85.2% 85.4%
Adj. net profit margin (120.2%) (141.5%) (35.9%) (15.5%) 1.0% 8.0%
Return on equity (ROE) (28.0%) (37.7%) (22.3%) (17.7%) 1.6% 14.1%
GEARING/LIQUIDITY/ACTIVITIES 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

Net debt to equity (x) (1.0) (0.9) (0.7) (0.5) (0.5) (0.5)
Current ratio (x) 4.8 35 2.3 2.2 2.2 2.3
Receivable turnover days 84.3 84.6 394 45.0 45.0 45.0
Inventory turnover days 367.3 334.4 335.5 330.5 325.5 320.5
Payable turnover days 547.1 355.0 293.0 288.0 283.0 278.0
VALUATION 2021A 2022A 2023A 2024E 2025E 2026E
YE 31 Dec

P/E ns ns ns ns 357.4 34.0
P/E (diluted) ns ns ns ns 357.4 34.0
P/B 35.4 56.0 70.2 76.7 69.1 57.0

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

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2)
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months
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Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position
or special requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the
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This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM
or its affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in
securities or enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone
making use of the information contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable.
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides
the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other
publications having information and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in
this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or
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the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.
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by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to
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