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The impact of centralized procurement has largely cleared, and innovation transformation is steadily progressing
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Table1l ¥ bad) 4644
EPS PE
Ticker Company Price 2023A 2024E 2025E 2026E 2023A 2024E 2025E 2026E
000963.52 LAEH 30.25 1.62 1.91 2.21 2.49 18.65 15.83 13.70 12.17
1177.HK 5 A A H 2 3.29 0.13 0.17 0.16 0.18 26.11 17.83 19.07 17.22
3320.HK LHER 6.10 0.50 0.55 0.60 0.68 12.32 11.13 10.22 9.01
Average 19.03 14.93 14.33 12.80
BBG—E 41, HTI
BBG —3 F1# (20240819close) , HTI
Table2 M &HiEA=2 )T
Key ratios 2022E 2023E 2024E 2025E Financial statement (Rmb mn) 2022E 2023E 2024E 2025E
Cash 4376.38 4311.06 4610.77 4899.66
EPS(Rmb) 133 0.98 0.77 0.85 Account receivable 1711.61 1493.93  1540.55 1712.94
BVPS(Rmb) 5.95 6.32 7.03 7.54 Inventory 47720.60% 38886.12% 50627.88% 525.40
Operating cash flow per share(Rmb) 145 1.02 0.73 0.80 Other current assets 2264.18 2600.59  3354.18 3354.18
DPS(Rmb) 0.53 0.39 0.31 0.34 Total current assets 8829.38 8794.44 1001177  10492.19
Long-term equity investment
Gross margin 76.89% 76.24% 70.00% 72.00% Tangible assets 3540.07 3556.63 3574.50 3528.51
Net margin 35.62% 29.96% 22.61% 22.53% Construction in progress
ROE 22.34% 15.47% 10.89% 11.26% Intangible assets 2066.42 2543.31 2917.86 3333.01
ROA 18.36% 13.54% 9.04% 9.44% Total non-current assets 8924.61 8936.40  10661.93  11446.22
RoIC 16.50% 12.21% 8.15% 8.46% Total assets 17753.99  17730.84  20673.70  21938.41
Short-term debts 1799.14 1799.14 1799.14 1799.14
Revenue growth 9.75% -12.43% 3.12% 11.19% Account payable 726.97 348.12 453.23 470.36
EBIT growth 9.39% -26.16% -26.60% 14.83% Prepayments 2.00 2.00 2.00 2.00
Net profit growth 8.29% -27.22% -21.46% 10.84% Other current liabilities 349.00 -100.47 349.00 349.00
Total current liabilities 2877.10 2048.79 2603.37 2620.49
Asset/liability ratio 588.57% 815.42%  593.69% 626.92% Long-term debts
Liquidlity ratio 306.88% 429.25% 384.57% 400.39% Other long-term liabilities 139.36 125.64 878.89 878.89
Quick ratio 290.30% 410.27% 365.12% 380.34% Total non-current liabilities 139.36 125.64 878.89 878.89
Cashratio 152.11% 210.42% 177.11% 186.97% Total liabilities 3016.46 2174.43 3482.26 3499.38
Common stocks 14589.07 15520.21  17150.38  18392.57
AR days 68.05 68.05 68.05 68.05 Retain earnings reserves 14505.08 15945.64  17066.39 18308.58
Inventory days 74.55 74.55 74.55 74.55 Minority interests 148.01 36.20 41.07 46.46
Total asset turnover 0.52 0.45 0.40 0.42 Total liabilities and equities 17753.54  17730.84  20673.70  21938.41
Fixed asset turnover 1.03 0.90 0.78 0.80 Cash flow (Rmb mn) 2022E 2023E 2024F 2025E
1S (Rmb mn) 2022E 2023E 2024E 2025E Net profit 3276.20 2384.43 1872.78 2075.72
Revenue 9150.35 8013.00 8263.06 9187.74 Minority interests 17.20 -16.51 4.87 5.39
COGS 2114.50 1904.00 2478.92 2572.57 Non-cash expenses
GPM (%) 76.89% 76.24% 70.00% 72.00% Non operatingincome
Business tax and surcharges 486.66 489.00 267.54 296.53 Change in working capital -230.34 72.82 58.92 174.40
Taxrate (%) 13% 13% 13% 13% Operatingcash flow 3553.24 2502.85 1786.51 1947.31
Operating expense 3357.92 3169.00 3781.73 4110.33 Assets -18.34 -65.00 -65.00 0.00
Operating expense ratio (%) 36.70% 39.55% 45.77% 44.74% Investment -1169.05 -953.77 -749.11 -830.29
Administrative expense Others 9.18 576.50 132.58 0.00
Administrative expense ratio (%) Investment cash flow -1178.20 -442.28 -681.53 -830.29
EBIT 3811.94 2814.59 2065.85 2372.25 Increase in debts -69.83 0.00 0.00 0.00
Financing expense 49.09 58.10 58.10 0.00 Proceeds from issue of shares -48.38 0.00 0.00 0.00
Financing expense ratio (%) 0.54% 0.73% 0.70% 0.00% Others -1281.70 -2125.02 -805.27 -828.13
Assets impairment loss Financing cash flow -1399.91 -2125.02 -805.27 -828.13
Investment profit 65.06 182.29 197.64 0.00 Net cash inflow 975.13 64.45 299.71 288.89
Operating profit 3762.85 2873.77 1806.40 2372.25
Exceptional income-net
Pre-tax profit 3762.85 2873.71 2140.32 2372.25
EBITDA 3857.72 2859.73 2112.97 2418.24
Taxation 486.66 489.00 267.54 296.53
Tax rate (%) 13% 13% 13% 13%
Minority interests 17.20 -16.51 4.87 5.39
Net income to ord equity 3258.99 2400.94 1867.91 2070.32
8] W3R, HTI
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APPENDIX 1
Summary
Event

The company's revenue for the first half of 2024 was RMB 4.29 billion (a decrease of 22.6% year-over-year), with a sequential
increase of 8.9%. The gross margin was 62.7% (down 1.7 percentage points year-over-year), with a sequential decrease of 0.5
percentage points. Selling expenses were RMB 1.39 billion (up 6.9% year-over-year), accounting for 32.4% of revenue (an increase
of 8.9 percentage points year-over-year). Research and development expenditure reached RMB 620 million (up 160.2% year-over-
year), with expensed R&D spending at RMB 110 million (up 39.5% year-over-year). R&D expenditure accounted for 14.5% of
revenue (an increase of 10.2 percentage points year-over-year). Administrative expenses were RMB 360 million (up 13.8% year-
over-year), accounting for 8.4% of revenue (an increase of 2.7 percentage points year-over-year). The net profit was RMB 900
million (down 52.8% year-over-year), with a sequential increase of 92.8%. Excluding the impact of asset impairment loss, net profit
increased by 16.4% sequentially.

Revenue from the cardio-cerebrovascular segment was RMB 1.52 billion, reflecting a 28.8% decrease year-over-year. The
gastroenterology/autoimmune segment generated RMB 1.35 billion, down 25.0% year-over-year. In contrast, the ophthalmology
segment’s revenue rise to RMB 300 million, a 23.9% increase year-over-year. The dermatology and aesthetics segment reported
revenue of RMB 280 million, up 11.9% year-over-year. Meanwhile, other product lines brought in RMB 170 million, a 12.7%
decrease year-over-year.

Comment

The impact of centralized procurement has largely been cleared, and future price reductions for products under the volume-
based procurement (VBP) are expected to be limited. The seventh and eighth rounds of VBP implemented between 2022 and
2023, included three drugs: Dailixin, Boyiding and Yousifu. In the first half of 2024, Boyiding and Yousifu continued to be affected
by the eighth round of centralized procurement. The combined revenue from these three drugs (Dailixin, Boyiding and Yousifu),
calculated based on drug sales revenue, amounted to 1.23 billion yuan, reflecting a 49.2% decline. This met the company’s
guidance that the sales retention rate for these three products would be approximately 50%. Considering the overall revenue and
net profit growth trends in the first half of 2024 compared to the second half of 2023, we believe that the negative impact of
centralized procurement on the revenue of these three products has been largely absorbed. The company expects that among the
three products under the VBP, Yousifu will face a further 5% price reduction in the second half of 2024, with the reduction being
limited.

The company is expected to enter a growth phase driven by exclusive and innovative products, with pipeline development
steadily progressing. Based on drug sales revenue, in the first half of 2024, the combined sales of the company’s non-VBP products
and innovative products reached RMB 2.4 billion, accounting for 56.1% of total drug sales revenue. The company has already
received approval for five innovative drugs, covering six indications. Among these, two innovative drugs were approved for market
launch this year: Lumeblue® (Methylene Blue MMX®) and Methotrexate (approved for an additional indication for rheumatoid
arthritis).

In the development pipeline, approximately 10 innovative drugs are advancing steadily in clinical development in China. Notably,
the NDA for Desidustat Tablets is under review by the CDE, and Ruxolitinib Cream has been approved for the treatment of vitiligo
in Macau. The company is also advancing the NDA for the vitiligo indication in mainland China, with an expected market launch in
2025. We believe that the competitive landscape for non-VBP exclusive products remains favorable, supporting continued growth.
Additionally, supported by the company’s specialized commercialization platforms in cardiovascular, cerebrovascular, and
gastrointestinal fields, innovative drugs are expected to contribute increasingly to revenue growth. The proportion of revenue
from exclusive and innovative products is set to continue rising, driving the company’s transformation forward.

Aesthetic medicine and ophthalmology businesses, along with Southeast Asia operations, are gradually being established, with
potential for incremental contributions next year. In May 2023, Tildrakizumab Solution for Injection (IL-23 p19) was approved for
market launch in China for the treatment of moderate to severe plaque psoriasis. With over 7 million psoriasis patients in China,
we believe Tildrakizumab has the potential to capture market share from the Cosentyx (IL-17A), due to its lower dosing frequency
and more affordable pricing under medical insurance.
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The company's products in ophthalmology sector cover drugs, devices, and consumables. The exclusive product Esculin and
Digitalisglycosides Eye Drops and the EyeOP1 Glaucoma Treatment Device achieved sales of RMB 300 million in the first half of
2024. In terms of the development pipeline, a Phase 2 clinical trial has been initiated for a VEGF+ANG2 bispecific tetravalent
antibody targeting neovascular conditions in the eye. Although the ophthalmology business is currently relatively small, we expect
that it is growing rapidly and is likely to maintain this growth momentum with the launch of more innovative products in the future.

For Southeast Asia business, the company anticipates that Ruxolitinib Cream will be launched in the second half of 2025. In March
2024, a collaboration was established with Junshi Biosciences to jointly advance the commercialization of the PD-1 monoclonal
antibody, Toripalimab, in Southeast Asia. Commercial registration began in 2024, with the company expecting to start sales in the
second half of 2025. We believe that the Southeast Asian market, benefiting from population growth, has a demand for high-
quality, cost-effective pharmaceutical products. With its local business network, the company is likely to open up market
opportunities.

Earnings Forcast and Valuation. Considering that the impact of centralized procurement has been largely cleared and the new
products are expanding under medical insurance, we have revised the revenue forecast for 2024-2025 to RMB 8.26 billion and
RMB 9.19 billion, respectively (previous forecast for 2024: RMB 7.92 billion), representing year-over-year increases of +3.1% and
+11.2%. Taking into account the company's investment in innovation and market promotion of new drugs, we have adjusted the
net profit attributable to the parent company for 2024-2025 to RMB 1.87 billion and RMB 2.07 billion, respectively (previous
forecast for 2024: RMB 1.82 billion), reflecting year-over-year changes of -22.2% and +10.8%.

Based on comparable companies such as Huadong Medicine (16x PE), Sino Biopharmaceutical (18x PE), and CSPC Pharmaceutical
Group Limited (11x PE), we assign a 13x PE ratio for the company for 2024, which corresponds to a target stock price of HKD 9.96
per share (previously: HKD 9.90 per share, adjusted up by +0.6%). We maintain the "Outperform" rating.

Risks

Risk of VBP of key products. Risks of new drug commercialization. Risks in R&D and registration. Risks of policys
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APPENDIX 2
ESG Comments

Environmental:

Environmental friendly manufacturing facilities
Social:

innovative medicine addressing clinical need
Governance:

internal transfer of commercial staff to innovative products to maximize productivity
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IMPORTANT DISCLOSURES

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 K.K. (“HTIJKK"), 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.

HTIRL 247 JFAZE Analyst Certification:
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R ERENSNE LRRABAKL; Rtk DAtk ARG LA, &N (QBRNNORE) ELPARBAEMMSHE, AFROTE (KLE%50l0]) FRLEAHR
RREZFEH 3ANTHD ALY RAR RT3 B 4728 #9384, |, 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 | review within 3 business days after the research report is published.

£ TER ERRE (1) AFRRE T HRUEHARRT AN AR T RANETRIA B4R R EFTADAMIE, FE (i) KORI T RAETHY HARRRET R
Léﬁﬂﬂ\i@\ SAELBRABAK, KRS T AR ARG iR, &N (QHENNEE) LT HRRAEMMSAE, APRNRE (ALELLMN) B A2 EAH
RIRERFEH 3N THD ALY RAR RT3 B 478 #9384, 1, Jiajun Ning, 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 (ii) 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 | review within 3 business days after the research report is published.

FAFERE Conflict of Interest Disclosures

AR E AR LRI TU\%%'%E«M%#/&WJM THRTREINLARTEIHA AERT. AAHARERT, ATAARAFREOREZR (M THRETHR
ERRARR, ©F T HANAESEEL, %4 ML ERD-Disclosure@htisec.com)

HTI 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 to such 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).

No Disclosure

FAZX (M 202057 A 1 BFHHT) WAAF Rating Distribution

HRER (ATRANT) RARNFAEARARTAREINE 200

aj ,ﬁ[‘fk?ﬁ ‘? i&‘%fk?ﬁ“ %Xﬁ%ﬂﬁémﬂ% HTI él]ﬁj}\kx" ﬂ‘ﬂ HTI Most Recent Full Quarter Prior Full Quarter
iﬁ \*ﬁ'}ﬁ%‘bél]z% ;E, &ﬁ%‘[ﬂ%émﬁ]f Xﬁ'j“ﬂ»é‘ﬁ% E’Tf’ﬁ’% Underperform Underperform

AT, PO RRAFLARREART RN, AXAHERRBOARE Ny

ATEORA (W FANAAEL) wALMEE,

MR ERA
RTFXF, Ak 12218 M ATSAS LEERIGE 10%0 £, KEZ e
. 01:;;;T;rm Outperform

90.4%

TR, AR 1218 MATSETREBETARK, RERXET. RE
FINRA/NYSE 8932 R AALN], B AAH B 14374 Aé%?ﬁ :c%%il

BTX®, £k 1218 M AR KRSk RA 1004 L, KRR L
’F

AW Z ARSI BAR-TOPIX, 4E - KOSPI, 4 75 - TAIEX, ¥ & - Nifty100, &
| - SP500; AT o B4 A& - MSCI China.

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 concerning 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,
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ratings (or research) should not be used or relied upon as investment
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.

AZ 2020 %6 f 30 A ERFRREFLAESH

P L3 BIAG

(##)
BARGFREFLELE 91.4% 8.1% 0.6%
BRRITEP * 3.1% 4.8% 0.0%

MRS LR E P T B E NI,

LRPFIHFEN, FHAEEPIREANGART AT, uAEE XTI,

RAARIE FINRA/NYSE 893 B A AN, EMA B BN R~ 25, FEEE LRI ROAERRNRE,

RATHREEAENX (22020564 308) :

FN, Ak 1218 /M ARIAA B HKIBE 10%00 L, RER T

P, Rk 12-18 MR ARART R ERHERAK, AER T, #R45 FINRAINYSE 43R A A AN, RATAHK T HIRAXIAEA XK 7],
Fih, Ak 1218 /M ARIAA A ESHSRRE 10%00 L, RER T

B2 A RS A A-TOPIX, #E - KOSPI, 4 7% - TAIEX, ¥ /& - Nifty100; 2 AT % B #A KK - MSCI China,

Haitong International Equity Research Ratings Distribution, as of June 30, 2024

Outperform Neutral Underperform

(hold)
HTI Equity Research Coverage 91.4% 8.1% 0.6%
IB clients* 3.1% 4.8% 0.0%

*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.

AR GERARL: BARRAANE. RARERRE, FARE PRESEALOBIFREIAAHEL, ZARTTHRABMEBIREZINME, ZAHLZERNEHEH
THATRZRA, R BHRMSTERGEE, AREAERA.

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 based 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.

HRER A REE: BARGRTRAFPAERREANTE A REAEAPA, BEIEA (600837.CH) , BAERT LAENEN ), LATYERATE A ROHLRE. 12
%, BEAAREA S BGEATRGPREL, FBEEREBLEANTE A RFATRA 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
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Securities (HS; 600837 CH), the ultimate parent company of HTISG based in Shanghai, covers and publishes research on these same A-Shares for distribution in mainland China. However, the rating
system employed by HS differs from that used by HTI and as a result there may be a difference in the HTI and HS ratings for the same A-share stocks.

BEERLA 100A KR (Q100) #%: HAEFRF QL00 R 04 100 L BBEAEENRATE ARSI ZF %, ZERERASATRZH R, FEOTHLIEAA
REKE Th LAAR, AEEREE Q00 BERNES LF.

Haitong International Quality 100 A-share (Q100) Index: HTI’s Q100 Index is a quant product that consists of 100 of the highest-quality A-shares under coverage at HS in Shanghai. These stocks are
carefully selected through a quality-based screening process in combination with a review of the HS A-share team’s bottom-up research. The Q100 constituent companies are reviewed quarterly.

BRA] (FIN-ESG) BIBR LT &K EWALRA (INESG) ABLAT, 4Ll AL RAREREH:

% U] (FINESG) 48 4 B LRTRERSHRARI LD (ATHARLD") ATARRBNAFELFBAR, AVARE LORARLE RERAERRIE, HA
WA REAE, FRUASEMMASIARTER, CREEAETMIIIBE, BEIRARRLRS BRI, A0S RAHEMAMASAME T A B A&
RO RE RO LB BREA T

B2k DA REKERF B RE R ARAT P, KAARRIRI S8 A 4 RRHVES B ARLIN, AREFEAS AN RLER AR KB R BS 0 43]
b, BRAREFL BRI HILT LA, BT A% EE KB AN RR KA RRLINIE, BER TR, Ath (R4 L84S ) RRALEANL, iHaH L
SRR B ERRA TN,

524 KBIIVBAA A, ADAREREATIA. ABALABLBEHTHR, ISR ARE D 05 RAFEAEARA 6, TR RKBRAE
A BAL Gk LB BRGE. B AL B5. TR KT B R KRR AR B BERLEE BN ERBERAAF, THERLLRILNS Z5E
RARKY, AP RIEAEHEETE, BRAKETE,

Sk wARTFRALR, RERALTSARNLRIUNE (0 (RRREA P EAHN) (BRRA P RS (AE) B30 (RRABAKR) 5) 424, ke
WM AT, ZALT P RS AMIRA XA LY RET—RH, WAL KRN K,

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 accessible 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 as a 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 to your 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. Ifanyterm is not contained in this disclaimer but written in other 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.

TEARFY:

FOEEANHRRE: AREDAABDREAZARRAE (HTISGL") HATH B ARERALATRAE (“HIRY) £47, B8 RBEBEARIN AN (F571%) &
AEARDNTED GRIEARBENL) BMER, LIRS E HTISGL 494 % B/ 4 Haitong International (Japan) KK, (“HTUKK") 894080 F A 47, HTUKK At A AX AW 44 K
TARKRIE,

WEEANRRRE: AREZONFEAR S BTBATRIEAPATAZ Securities and Exchange Board of India (“SEBI”) % #) Haitong Securities India Private Limited (“HTSIPL”) AT 4.
7, Q45K A% Z BSE Limited (“BSE”) #= National Stock Exchange of India Limited (“NSE”) AN (%4RA TWERHAT1 ) HFFRARE, HTSIPL T 2016 4 12 A 22 A4KH
FRAERE FIEAERARAZ ("HTISG") th—3 4,

FAMRRE NN BFA LA LRSI, 2FThAERE REARRA RN E A/ REEBFEAZANLOAR EL AT ERRA

R EL &AL CHBEIRATERR, 12 HTIRL. HTISCL AT L4065 T A B IREAZBARAS (“HTISG") AR LERE, ZEMAEAETMETHTRE T
FRIRIE, ALHYAHAREABEARE A, WA IR, BAF Tl AXBRBALRA, XHPRAGETNZLRZOHAFEEBRTLENAE, KAXHHE/
FERBEAMEAFE ZNATIETRENIEN, ELLDETER, ALBTRANEATRARATEL, PRETESAETA KRR HOU SR BT, LT
THRAEREETRA ., TENEAFR—ZREBENLR, LERT X)), OHIOTERITEATLY, APATANRATEN, BRFREANANETE, S TARE
AP OEDGEAB IR, PARFAL RAE A O EER, SEAMERAFNARGR. BrELAAFMTFEERNFERT SN THRE, A i, 2akdp
G BNE LR, APERTZAPERAEARTEATE, B TRARIHFENMARFAETAESABORE, HISC RAEEZ. BRAAREASRY FAARET T
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Pt KA AR TGO, HTISG AKM A EIEANE) . FATEAR. TERER, HTRAMEA ZEARALH R GEMIEAISTE BB KO REANARITEL,
HTISG #9454 At LALHTE HIISC HAAREP Pad REEALHMZRENRRNG T XABBTHIRELRRHRE, HISG THE 5 AL AR ERAE LR
—HABRRRR, 2 HTRLEA XS RARAL R EAT BEZF LN AT, SAREN,

95 9 8 B R P 3k www.equities.htisec.com , B FE S A R EABRARG B A EF RRINARFTRLHNNEEE,

FEEPMREER & ARARE AL ARE TR AL FINRA BATEMEA RFAR AL T, FERZEE AINRAK X5 ARAE Bl d it frfd, A EGRREE
EARDUF 201 £AN 214,

IMPORTANT DISCLAIMER

For research reports on non-Indian securities: The research report is issued by Haitong International Research Limited (“HTIRL"), a wholly 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. (“HTIJKK"), a wholly 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.

All 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 to be reliable and in good faith but no representation or warranty, express or
implied, is made by HTIRL, HTISCL, HSIPL, HTIJKK or any other members within HTISG from which this research report may be received, as to their 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 rates may adversely affect the investment. Past performance is not 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 professionals of HTISG may provide oral or written market commentary or trading
strategies to the 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. HTl is 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.

MR AR B 4

BRETXAAAL, FUENHLHEAREZLRARAR P B ETEARTET L) ORFAN L LR RIRE SR EFHEAR.

AREFANBLER: BARFEARANA RS (HTISCL) AT AR LRE, HTISCL REABAREAS 1 R2ATED (WBEALS) BHIENG . AHEREHFFHA
GEARBRAH) (BEbl% 571 %) (ATRAKSFO") FHRENEHEF, EAZARMEY, AITRERRES SFO FIREM S LETA". AFTREAZEAR
PRELURERANGE, EALBRERFRRE PHENE EMERT AT, AFLREOREARFRRE T FARE AN ETETHRE HTISCLAEAR.
FREFANELER: AFLRE G HTRL, HIPL & HTUKK 25, HTIRL, HSIPL, HTUKK URETHE HTISG 2B BEAE, HAkEBiM, BrRLEDETALRS S PH
RAMARBLIBAENAR, AFLRERBARE 1938 £ 2 BEARSE" 5 1526 FAXHB LM 1 2B Z2HMETA 1 (“Major U.S. Institutional Investor” ) F2 T ALt
FA 1 ("US. Institutional Investors” ) . @ EEAMEEE 2 X AFIREH, Haitong International Securities (USA) Inc. (“HTIUSA”) #stR&e R AR 1. EMKIARTREN LR
BAE, FERBAFLRERENE BT EMEAIMRRRILEEHRS), REET HTIUSA. HTIUSA 12T 340 Madison Avenue, 12th Floor, New York, NY 10173, 3% (212)
351-6050. HTI USA & £ B T U.S. Securities and Exchange Commission ( “SEC”) #9447, 4% Financial Industry Regulatory Authority, Inc. (“FINRA") #1& . HTIUSA R %7t 5
ARTRE, ARATEY QAP BEMRAT, KAARRREGETLERTA, FELEEPTRAERE, LAFEL HOIPL, HTIRL S HTUKK A##47 % RiEASM
FABILNS, ARTRE T E I HOIPL, HTIRL & HTUKK 247 IR EA 2 A 324 FINRA 97 AT 46, BT RZ FINRA % 2241 LT B B ARG H A, AMER
TR P BA R DIEAFRA, BRRAARRE P RO ETELE AR ALRIL (046 AR) THRALE—ZNR, FEBRANEATREA LM, KAZLEENN
HR, ARFERDEAIAXERIENE ETRARA, SEXTRRAZFHRLROFEARS ZBRNARARHRETZRK, RRTRE T AEDRIG L5 Bt g 47
EAIMA LRI ENETIKENNETLER DY, TRHAFIEAIMALRILGNMEAIBNF L LRR A B0, £ERBANFAFAFREE:
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Haitong International Securities (USA) Inc.
340 Madison Avenue, 12th Floor

New York, NY 10173

BAAGE: (212)3516050

DISTRIBUTION AND REGIONAL NOTICES

Except as otherwise indicated below, any Recipient wishing to discuss this research report or effect any transaction in any security discussed in HTI's research should contact the Haitong International
salesperson in their own country or region.

Notice to Hong Kong investors: The research report is distributed by Haitong International Securities Company Limited (“HTISCL"), whichis a licensed corporation to carry on Type 1 regulated activity
(dealing in securities) in Hong Kong. This research report does not constitute a solicitation or an offer of securities or an invitation to the public within the meaning of the SFO. This research report
is only to be circulated to "Professional Investors" as defined in the SFO. This research report has not been reviewed by the Securities and Futures Commission. You should not make investment
decisions solely on the basis of the information contained in this research report. Recipients of this research report are to contact HTISCL salespersons in respect of any matters arising from, or in
connection with, the research report.

Notice to U.S. investors: As described above, this research report was prepared by HTIRL, HSIPL or HTIJKK. Neither HTIRL, HSIPL, HTLKK, nor any of the non U.S. HTISG affiliates is registered in the
United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of research analysts. This research report is provided for distribution to
“major U.S. institutional investors” and “U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended.
When distributing research reports to “U.S. institutional investors,” HTI USA will accept the responsibilities for the content of the reports. Any U.S. recipient of this research report wishing to effect
any transaction to buy or sell securities or related financial instruments based on the information provided in this research report should do so only through Haitong International Securities (USA)
Inc. (“HTI USA"), located at 340 Madison Avenue, 12th Floor, New York, NY 10173, USA; telephone (212) 351 6050. HTI USA is a broker-dealer registered in the U.S. with the U.S. Securities and
Exchange Commission (the “SEC”) and a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”). HTI USA is not responsible for the preparation of this research report nor for the
analysis contained therein. Under no circumstances should any U.S. recipient of this research report contact the analyst directly or effect any transaction to buy or sell securities or related financial
instruments directly through HSIPL, HTIRL or HTIKK. The HSIPL, HTIRL or HTIKK analyst(s) whose name appears in this research report is not registered or qualified as a research analyst with FINRA
and, therefore, may not be subject to FINRA Rule 2241 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. Investing
inany non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with,
or be subject to U.S. regulations. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting standards
and regulatory requirements comparable to those in effect within the U.S. The value of any investment or income from any securities or related financial instruments discussed in this research
report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related
financial instruments. All inquiries by U.S. recipients should be directed to:

Haitong International Securities (USA) Inc.

340 Madison Avenue, 12! Floor

New York, NY 10173

Attn: Sales Desk at (212) 351 6050

PAAREFENELFR: AP RAREFE (TATE", #ARSANAE, RaBARMAARE. ANRAAREREE) RAREEN N T BEELLRKIIHHA
RATRAGMA, FARBAEEERN, AHHTHELFTMRETENTLE, 225", AHETBFTMRRREAIALLE RN, RARERENZ KL
AR, ERGHERAHAGRERATLN, EMEAR G RAN AR LEREAERIE AL GETEAIETEARE, BRALHNARALT LR RAMAL.
WERERANBLHER: AEMEATASFHHATEREBA RSP E RN RTER AL EEANZAIAMIEAN ARG, AR EAE D EROEMEHR
BERAYRBEDB LA F I8 KIEA LS AIE LB B 4 3TJ2 T & Haitong International Securities (USA) Inc. (“HTIUSA”) Ful 4k, /03 & —F4R3E National Instrument 31-
103 Registration Requirements, Exemptions and Ongoing Registrant Obligations (“NI31-103") #1433 T BIRX5H% % 1 (“International Dealer Exemption” ) #1X 57, 1T X 14%
A FIRTRREY . £RBEPBLAE. EMEX, AFMWHEETRLTHTRRBEAETEANBRAN D, AAEER. JEIMTAS. MEXBETEAZR LA
F0HRERMAREF B IMETF XREZFHH. L PHENELRTREANRE, ETERARNE R Bk, ERIESHHE, BMEROKEAYFRAAY BT
National Instrument 45-106 Prospectus Exemptions % 1.1 7 3i& Securities Act (Ontario)% 73.3(1)F ATALZ &) TRTHFEE 1 (“Accredited Investor”) , HAZZRAEAT National
Instrument 31-103 % 1.1 P FFALE 49 1R K4 | (“Permitted Investor”) .

FmE B XA ELER: KH7IRS Haitong International Securities (Singapore) Pte Ltd (“HTISSPL”) F#Anskd&At. HTISSPL RAFA (M4 FIE) 2001 (“FAA") X495 5.1 4
B, 7T (a) #EATER, SAKTHAGFY, RHFTERAARGIMIARASHNENR (b) AFIMR KIERA. LHIITERADRGIMTE LA ANFR I RAL R
£, KRRRERREARS GEARBRE) 2001 5 4A AR TAROWAATE, HTRRARRRE R LGRS ZMXNETAR, KAFLREARFALEIATELS
HTISSPL B 4 :

Haitong International Securities (Singapore) Pte. Ltd

10 Collyer Quay, #19-01 - #19-05 Ocean Financial Centre, Singapore 049315

7% (65) 6713 0473

AARFZHRBHER: AARLOEEERELARAG AR, §EPRONZRLTRNLBRSRBA R EME eI (ARE A ALEBIMFZSE (“FE) ) % 61
(1) &, %1711 (1) E0FTRAELR) .
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RERKEERZNELER: ARSEANERLTFFIH Haitong International Securities Company Limited FI XA, ARERAMARTMAZRNELEP LA, EARKREARSE
HENBERAARBHREE LR P, AARTERIA AR T BB NEP FMHRAMAIRS. Haitong International Securities Company Limited 42 X ALH 493 Kk SR B2 B AT 46

RERFTIRE T RAM FRCKATRALHRN 05%. FARBALELREL THRACLBLPLALCET TRAS.

BXAEEFAHELFA: Haitong International Securities (Singapore) Pte Ltd, Haitong International Securities Company Limited #2 Haitong International Securities (UK) Limited 23144 i
KA ZEARBEERS (UTRAICT) 28 (RRALEN) X35 2016/396 FATERKATNEARRL, AFATRRTARE 2000 £ (a8 %) EBEXATARLEP
RELBRANAREREHAEKA LABRREFTHEL, ASIC HMZERTEATRERR: www.legislation.gov.au. #:8BRZEN LRSI EEEANZNTH, 7
FHESERKADAERGEERELR,

WERRENBHER: ARZONZEARLS. BT RIEAPATAZ Securities and Exchange Board of India ( “SEBI”) J5% #) Haitong Securities India Private Limited ( “HTSIPL”) A7
KA, QIR R LA % Z BSE Limited (“BSE”) 7= National Stock Exchange of India Limited (“NSE”) (4:48% T AR AT 1 ) BARE.

BRF HH) 4 5 Haitong Securities India Private Limited

SEBI A 52 47 A 22 A5+ INH000002590

u3t: 1203A, Floor 12A, Tower 24, One World Center

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

CIN U74140MH2011FTC224070

#5491 22 43156800 45 A-+91 22 24216327

AMAiFAAEHRAA: Prasanna Chandwaskar; #7%:+91 22 43156803; 444 : prasanna.chandwaskar@htisec.com

“HiEE, SEBLAET )M NISM 49IAIESF RIRE P MO R A AR KA RBETRRIRIE",

AAMROBEREARR, A2 580GGBARERETULHPEILK.
VAR BEERIEAZ ARG 2019 %, REHARA,

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 an offer 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 is an “accredited investor” as such 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 in section 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”). HTISSPL is an Exempt Financial Adviser
under the Financial Advisers Act 2001 (“FAA”) to (a) advise on securities, units in a 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-the-counter derivatives contracts. This research report is only provided
to institutional investors, within the meaning of Section 4A of the Securities and Futures Act 2001. Recipients of this research report are to contact HTISSPL via the details below in respect of any
matters arising from, or in connection with, the research report:

Haitong International Securities (Singapore) Pte. Ltd.

10 Collyer Quay, #19-01 - #19-05 Ocean Financial Centre, Singapore 049315

Telephone: (65) 6713 0473

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
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.
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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 to hold 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 12A, Tower 2A, One World Center

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

CIN U74140MH2011FTC224070

Ph: +9122 43156800 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 in no 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.

http://equities.htisec.com/x/legal.html
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Recommendation Chart

China Medical System Holdings - 867 HK
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1. 28 Mar 2022 OUTPERFORM at 12.56 target 17.75.
2. 24 Aug 2022 OUTPERFORM at 11.48 target 17.75.
3. 20 Mar 2023 OUTPERFORM at 12.34 target 17.75.
4.5 lun 2023 OUTPERFORM at 12.04 target 17.75.
5. 29 Aug 2023 OUTPERFORM at 11.34 target 17.57.
6. 24 Apr 2024 OUTPERFORM at 7.10 target 2.90.
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