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XtalPi (2228 HK)

Al-driven innovation unlocks expansive
commercial prospects

XtalPi’s revenue increased by 52.8% YoY to RMB266mn in FY 24, driven by strong
growth in its intelligent robotics solutions segment, which rose by 87.8% to
RMB163mn. This was largely due to robust demand of XtalPi R&D solutions,
including traditional Chinese medicine (TCM) and electrolyte robotics offerings, as
well as increased revenue from automated chemical synthesis services. During the
period, revenue from drug discovery solutions also grew by 18.2% YoY to
RMB104mn, supported by an expanded customer base and a higher number of
revenue-generating programs. In FY24, XtalPi’s adjusted net loss (excluding impact
from share-based compensation, fair value loss of convertible preferred shares and
listing expenses) reduced by 12.5% YoY to RMB457mn. R&D expenses declined
by 13.0% YoY to RMB418m, in which SG&A expenses increased by 36% YoY to
RMB489mn, mainly due to higher share-based compensation and listing-related
expenses. Contract fulfillment costs increased by 13.3% YoY to RMB143mn, in line
with expanded service delivery. As of end-2024, XtalPi had RMB3.1bn cash
balance. The company further strengthened its financial position by completing two
fundraising placement in early 2025, raising HK$3.2bn to enhance its cash reserves
and fund future growth initiatives.

B Al platform powering dual-core growth. XtalPi leverages its proprietary Al-
powered R&D platform to deliver stable and accelerating revenue growth across
two core business areas: drug discovery and intelligent robotics. For drug
discovery, the company offers end-to-end modular solutions and has built
strategic collaborations with leading global and domestic pharma companies,
including Eli Lilly, J&J, UCB, Zhuhai United Lab, Signet Therapeutics, META
Biopharma and N1 Life. Notably, a drug candidate co-developed with Signet for
the treatment of diffuse gastric cancer has entered Phl clinical trials in China
and the US, while another candidate developed in collaboration with META,
targeting primary hyperoxaluria, has progressed to the IND stage.

B Strategic partnerships across industries. Beyond healthcare, XtalPi has
extended its reach into materials science, agriculture, consumer, Al
infrastructure, and other emerging verticals through extensive collaborations.
These cross-industry partnerships highlight XtalPi’'s ability to deliver scalable,
Al-enabled solutions with broad applicability. For instance, in the energy sector,
XtalPi collaborates with GCL Group to accelerate the development of new
materials for the green transition. It also deployed a high-throughput synthesis
and catalyst pre-treatment solution for Sinopec’s Research Institute. In the high-
tech arena, XtalPi works with Microsoft China on innovations in biomedicine and
new materials. XtalPi’s expanding ecosystem of partnerships reflects its strong
commercialization potential across Al and robotics-enabled industries.

B Maintain BUY. With broad collaborations and cross-industry applications,
XtalPi is well-positioned to create long-term value across multiple sectors. We
derive our target price of HK$7.57 based on a DCF model (WACC: 9.45%,
terminal growth rate: 4.0%).

B Risks: Potential delays in partnered R&D pipelines, uncertainty in
commercialization sustainability, and possible sell-off following lock-up expiry.
Earnings Summary

YE 31 Dec FY23A FY24A FY25E FY26E FY27E
Revenue (RMB mn) 174 266 404 816 1,184
YoY growth (%) 30.8 52.8 51.5 102.2 45.1
Net profit (RMB mn) (1,906) (1,515) (282) (11) 154
R&D expenses (RMB mn) (481) (418) (370) (367) (415)
Admin expenses (RMB mn) (296) (418) (250) (286) (296)
CAPEX (RMB mn) (124) (60) (60) (50) (50)

Source: Company data, Bloomberg, CMBIGM estimates.
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Figure 1: Base case risk-adjusted DCF valuation

EBIT (368) (142) 51 328 634 1,065 1,538 1,962 2,439 2,995 3,653
Tax rate 0% 0% 15% 15% 15% 15% 15% 15% 15% 15% 15%
EBIT*(1-tax rate) (368) (142) 43 279 539 905 1,307 1,668 2,073 2,546 3,105
+ D&A 50 50 50 50 50 50 50 50 50 50 50
- Change in working capital 2) (94 (77) (115) (124) (233) (193) (210) (219) (240) (262)
- Capex (60) (50) (50) (50) (50) (50) (50) (50) (50)  (50)  (50)

FCFF (381) (237) (34) 164 415 672 1,113 1,458 1,854 2,306 2,843

Terminal value 52,024

Total PV (RMB mn) 24,429

Net debt (3,915)

Minority interest (RMB mn) 29

Equity value (RMB mn) 28,316

Equity value (HK$ mn) 30,448

Equity value (US$ mn) 3,904

No. of shares (mn) 4,020

DCF per share (HK$) 7.57

Terminal growth rate 4.0%

WACC 9.45%

Cost of equity 12.7%

Cost of debt 4.0%

Equity beta 1.0

Risk free rate 2.5%

Market risk premium 10.2%

Target debt to asset ratio 35.0%

Effective corporate tax rate 15.0%

Source: CMBIGM estimates

Figure 2: Sensitivity analysis (HK$)

WACC
8.45% 8.95% 9.45% 9.95% 10.45%
5.0% 11.80 10.13 8.85 7.83 7.01
4.5% 10.56 9.21 8.15 7.29 6.58
Terminal growth rate 4.0% 9.59 8.48 7.57 6.83 6.21
3.5% 8.82 7.88 7.10 6.45 5.90
3.0% 8.20 7.38 6.70 6.12 5.62
Source: Company data, CMBIGM estimates
Figure 3: CMBIGM estimates revision
N Old Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 404 816 1,184 434 841 1,250 -T% -3% -5%
Operating profit (368) (142) 51 (357) (158) 52 NA NA NA
Net profit (282) (11) 154 (310) (86) 105 NA NA NA
Source: Company data, Bloomberg, CMBIGM estimates
Figure 4. CMBIGM estimates vs consensus
CMBIGM Consensus Diff (%)
RMB mn FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E
Revenue 404 816 1,184 410 670 1,141 -2% 22% 4%
Operating profit (368) (142) 51 (534) (311) (293) NA NA NA
Net profit (282) (11) 154 (419) (197) 8 NA NA NA

Source: Company data, Bloomberg, CMBIGM estimates
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Financial Summary

INCOME STATEMENT 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Revenue 133 174 266 404 816 1,184
Selling expense (40) (62) (71) (75) (128) (173)
Admin expense (204) (296) (418) (250) (286) (296)
R&D expense (359) (481) (418) (370) (367) (415)
Others (67) (126) (143) (161) (212) (284)
Operating profit (525) (722) (684) (368) (142) 51
Other income 21 28 66 50 0 0
Other gains/(losses) 8) 41 35 35 35 35
Interest income 50 103 56 91 136 136
Interest expense (6) (10) 7) (5) (5) (5)
Others (958) (1,277) (880) 0 0 0
Pre-tax profit (1,439) (1,906) (1,515) (282) (11) 181
Income tax 0 0 0 0 0 (27)
Minority interest 0) 0 0 0 0 0
Adjusted net profit (1,439) (1,906) (1,515) (282) (11) 154
BALANCE SHEET 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Current assets 3,597 2,945 3,315 6,066 6,060 6,222
Cash & equivalents 574 711 1,166 4,614 4,509 4,586
Restricted cash 5 2 1 1 1 1
Account receivables 38 39 99 102 201 286
Prepayment 52 41 85 85 85 85
ST bank deposits 2,538 1,251 149 (551) (551) (551)
Financial assets at FVTPL 356 863 1,786 1,786 1,786 1,786
Other current assets 33 38 26 26 26 26
Non-current assets 719 1,060 1,039 1,050 1,050 1,050
PP&E 318 370 320 331 331 331
Right-of-use assets 78 189 91 91 91 91
Intangibles 7 8 8 8 8 8
Financial assets at FVTPL 285 424 555 555 555 555
Other non-current assets 33 69 65 65 65 65
Total assets 4,316 4,006 4,355 7,116 7,111 7,272
Current liabilities 198 297 280 280 286 293
Short-term borrowings 36 60 52 52 52 52
Account payables 14 14 16 17 22 30
Other current liabilities 108 139 163 163 163 163
Lease liabilities 24 59 32 32 32 32
Contract liabilities 16 26 17 17 17 17
Non-current liabilities 9,428 10,950 83 83 83 83
Long-term borrowings 0 0 0 0 0 0
Convertible bonds 9,321 10,780 0 0 0 0
Other non-current liabilities 107 169 83 83 83 83
Total liabilities 9,626 11,247 362 363 368 376
Share capital 0 0 0 0 0 0
Retained earnings (5,126) (7,040) (8,572) (8,854) (8,865) (8,711)
Other reserves (202) (227) 12,536 15,578 15,578 15,578
Total shareholders equity (5,328) (7,267) 3,964 6,725 6,714 6,868
Minority interest 18 26 29 29 29 29
Total equity and liabilities 4,316 4,006 4,355 7,116 7,111 7,272
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CASH FLOW 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec (RMB mn)

Operating

Profit before taxation (1,439) (1,906) (1,515) (282) (11) 181
Depreciation & amortization 69 122 48 50 50 50
Tax paid 0 0 0 0 0 27)
Change in working capital (22) (13) (67) 2) (94) 77
Others 963 1,231 101 (36) (131) (131)
Net cash from operations (429) (568) (1,433) (271) (187) 3)
Investing

Capital expenditure (193) (124) (60) (60) (50) (50)
_Net proceeds from disposal of short-term (207) 3,601 500 700 0 0
investments

Others (2,357) (2,742) 56 91 136 136
Net cash from investing (2,758) 736 496 731 86 86
Financing

Dividend paid 0 0 0 0 0 0
Net borrowings 25 60 0 0 0 0
Proceeds from share issues 0 0 970 2,993 0 0
Others 33 (86) ) (5) (5) (5)
Net cash from financing 58 (26) 963 2,988 (5) (5)
Net change in cash

Cash at the beginning of the year 3,524 574 711 737 4,614 4,509
Exchange difference 179 (6) 0 0 0 0
Cash at the end of the year 574 711 737 4,614 4,509 4,586
GROWTH 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Revenue 112.3% 30.8% 52.8% 51.5% 102.2% 45.1%
PROFITABILITY 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Operating margin (393.9%) (414.1%) (256.8%) (91.2%) (17.4%) 4.3%
Adj. net profit margin (1,078.7%) (1,092.9%) (568.6%) (69.8%) (1.3%) 13.0%
GEARING/LIQUIDITY/ACTIVITIES 2022A 2023A 2024A 2025E 2026E 2027E
YE 31 Dec

Current ratio (x) 18.2 9.9 11.9 216 21.2 21.2

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets.
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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 or its affiliate(s) have investment banking relationship with the issuers covered in this report in preceding 12 months.

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

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

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
report. The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the
performance of underlying assets or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions.

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
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with
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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This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended from time to time)(“The Order”) or (Il) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations,
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effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.
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This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined
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