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Consolidate Kyowa Hakko Bio & Implement overseas strategy
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» Merge and combine with Kyowa Hakko Bio to achieve the implementation of the industry's overseas strategy. On
October 22, 2025, after evaluation, as of the benchmark date of June 30, 2025, the assessed value of the simulated
merged shareholders' total equity involved in the amino acid, pharmaceutical amino acid, and human milk
oligosaccharides (HMO) business of Concord Fermented Foods was 1.626bn yuan. According to the evaluation results,
the company expects to recognize an increase of approximately 780mn yuan in non-operating income in the consolidated
income statement for the year 2025. On July 1, 2025, the company successfully completed the delivery of food,
pharmaceutical amino acids, and HMO businesses and assets related to Kyowa Hakko Bio in Japan. Through this
transaction, the company's industrial chain extends to the downstream high value-added pharmaceutical grade amino
acid market, the amino acid product pipeline is further increased, and multiple production and operation entities located
in Shanghai, Thailand, North America, and other places are obtained, achieving the implementation of the industry's
overseas strategy and enhancing regional market risk response capabilities through international production capacity
layout.

What’s New

What’s Different

»  Actively respond to the lawsuit and lower the anti-dumping duty rate on lysine in the European Union. The export
proportion of the company has remained stable at over 30% for a long time. Through in-depth research on international
trade rules, the company has formed a professional team to actively respond to lawsuits and has closely communicated
and cooperated with overseas customers. After arduous efforts, the final anti-dumping duty rate for lysine in the European
Union has been significantly reduced from 84.8% in the initial ruling by 37.1% to 47.7%. This achievement not only directly
enhances the competitiveness of the product but also reflects the company's professional ability and firm determination
in dealing with international trade frictions.

» High quality projects help expand the scale. The Tongliao MSG production capacity upgrade project has achieved full
production and efficiency. Currently, this production line is one of the largest single MSG production lines in the world. In
order to improve overall utilization efficiency, before the new production line was put into operation, due to aging
equipment, low resource utilization efficiency, and other reasons, some of the original production lines were shut down in
advance for technological transformation and have been converted to other high-quality products. The Jilin Lysine Project
is currently under construction and is expected to be put into trial operation in the fourth quarter of this year. The successful
implementation of these high-quality projects will contribute to the expansion of the company's business scale.

> Increase R&D investment and promote the industrialization of synthetic biology technology. In order to improve
the conversion efficiency from research and development to industrialization, the company continues to improve the "R&D
pilot industry" linkage mechanism and systematically layout the pilot verification platform. The Jilin Pilot Research and
Development Platform, as the first benchmark project, was completed and put into use in 2025H1. It is equipped with a
multi specification pilot fermentation system and complete extraction and purification equipment, covering the small-scale
scaling up needs of products such as amino acids and polysaccharides. The platform has achieved significant results in
new strain validation, process maturity assessment, and shortened debugging cycles, providing strong support for the
rapid commercialization of subsequent products. The company has completed the merger and integration of Concord
Fermentation. As a pioneer in the amino acid industry, Concord Fermentation has profound technical accumulation and
international registration resources. The company has introduced multiple new categories and core strains of arginine,
tryptophan, histidine, serine, citrulline, ornithine, hydroxyproline, etc., and obtained key patents covering strains,
processes, uses, and other aspects.

Action

»  Profit forecast. We predict the company’s net profit of 3.255, 3.504, and 3.793bn yuan for 2025-2027, based on the
valuation of comparable companies in the industry, the company is given 11.5x PE rating for FY26, corresponding to a
TP of 14.38 yuan. We initiate with “Buy” rating.

Risks

Trade policy risks, intensified market competition, product price fluctuations, and downstream demand falling short of
expectations.
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COMPANY RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

Rating Definition
Buy EN Relative Performance>15%;

or the fundamental outlook of the Company or sector is favorable.
Accumulate g Relative Performance is 5% to 15%;

or the fundamental outlook of the Company or sector is favorable.
Neutral o Relative Performance is -5% to 5%;

or the fundamental outlook of the Company or sector is neutral.
Reduce R Relative Performance is -5% to -15%;

or the fundamental outlook of the Company or sector is unfavorable.
Sell =4 Relative Performance < -15%;

or the fundamental outlook of the Company or sector is unfavorable.

SECTOR RATING DEFINITION
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

Rating Definition
Outperform KT Relative Performance>5%;

or the fundamental outlook of the sector is favorable.
Neutral g Relative Performance is -5% to 5%;

or the fundamental outlook of the sector is neutral.
Underperform bk Relative Performance<-5%;

Or the fundamental outlook of the sector is unfavorable.
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(4) Global Prosperity Financial Company Limited and/or its subsidiaries have not had investment banking relationships with the issuer
mentioned in this Research Report within the preceding 12 months.
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DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Global Prosperity Financial
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may contain some forward-looking estimates and forecasts derived from the assumptions of the future political and economic conditions with
inherently unpredictable and mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment
objectives and its related risks, and where necessary consult their own financial advisers prior to any investment decision.
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