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Jumpcan Pharma published its third quarterly reswith revenue/net profit INCreasing ¢ e price as at 26 Oct 2017)

by 21.75%/38% YoY. We forecast the future drivemsne from: 1) core products
inclusion in more provincial drug reimbursementtsigPDRL); 2) enhanced sale
network with expanding OTC market share; 3) suatai and enriched product Iines.coMPANY DATA

We predict the topline growth rate in 2017 and 2@i8e 22% and 18%, and increase oo/ =cc M)

sTARGET: RMB 45.70 (+12%)

our target price to RMB45.7 with "Accumulate” recoendation(Closing price as at 26 \ARKET CAP (RMBMN) : 3?35%2
Oct 2017) 52 - WK HI/LO (HKD): 4253 / 28.8
Business Overview SHARE HOLDING PATTERN *» %

Jiangsu Jumpcan Group 51.5
Solid growth in third quarter. In 3Q17, Jumpcan reported revenue/net profit afbet Jumpcan Investment Company 12.35
RMB1,403mn/326mn, representing YoY growth of 229%438During the first half, Cao Longxiang 5.74
Jumpcan achieved RMB2,810mn revenue (+19.39% YoM)reet profit attributable to Zhou Guodi 2.65
shareholders of RMB581.8mn (+32% YoY). We attribtte high growth to expanding .., ¢ perrorRMANCE » %
sales network and growth momentum of core produitsluding Pudilan Anti- ™ i v
inflammatory Oral Liquid and Child Chigiao QingredBules, etc. Also we see that th@umpcan 10.2¢  16.3€ 29.31
company kept stable GPM and rising NPM, due tocéffe cost control measures andsHi 1.91 2.2¢ 9.3t

improving operational efficiency.
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Figure: Gross profit margin and net profit margfrfdlompcan from 2012 to 2017
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20.00% KEY FINANCIALS
RMB/mn FY15 FY16 FY17E FY18E
Net Sales 3,768 4,678 5,707 6,734
0.00% Net Profit 687 934 1,114 1,297
2012 2013 2014 2015 2016 2017.9 EPS, RMB 0.8¢ 1.17 1.3¢ 1.6C
-20.00% PER, x 46.11 34.6z 29.4: 25.2¢
-21.66% BVPS, 3.47 4.62 5.11 5.7t
RMB
-40.00% P/BV, x 11.67 8.77 7.94 7.0
GPM NPM ROE, % 25.31 25.3¢ 26.9¢ 27.8¢

Source: Wind, Phillip Securities Est.
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Improving penetration of core products. On 20th Oct, Pudilan Anti-
inflammatory Oral Liquid was selected into QinglDRL, so far it has been
included in PDRL of seven PRC provinces and citi&e expect that Pudilan
Anti-inflammatory Oral Liquid can boost its saleslune through entering into
more PDRLs, given there are still 25 provinces ttat be explored. We see that
the two-child policy will benefit the company's pettic products. The company's
Child Chigiao Qingre Granules are exclusive prosluantd included in NDRL.
According to the company, the Child Chigiao Qingseanules accounted for
34.78% in Chinese medicines for children’s commad sold in public hospitals,
ranking at NO.1. The Iron Proteinsuccinylate Oralu8on, which is the first
generic drug and used for treatment of iron daficyeanemia (IDA), has achieved
high growth in IH17. As the previous ferrous iroslugions taste bad, which is
especially unsuitable for children. Given the IFmteinsuccinylate Oral Solution
features better efficacy and tastes better, kpeeted to take over market share of
previous ferrous iron solutions. We estimate tha Proteinsuccinylate Oral
Solution will contribute more than RMB 100 millida company topline in 2017.
And we believe that Jumpcan will continue to expltre market of core products

and further improve the market penetration.

Figure: Drugs included in reimbursement lists

Drugs Provinces Function
National Drug | Rabeprazole -- Gastric ulcer
Reimbursement sodium enteric (H1EE)
List capsules
Child chigiao -- Children
gingre granules common cold
(INHEE)
Sanao tablets - Cough %)
Provincial Pudilan anti- Qinghai, Jiangsu, Anti-
Drug inflammatory oral | Hunan, Shanxi, | inflammatory
Reimbursement liquid Xinjiang, CEESANED)
List Tianjin,
Liaoning
Jianwei digestion | Chongging, Indigestion
oral liquid Jiangsu, (S EE)
Guangdong,
Shanxi,
Shandong, Jilin
Provincial Rabeprazole Anhui, Shanghai} Gastric ulcer
Essential Drug | sodium enteric | Zhejiang, (H1&EE)
List capsules Ningxia
Child chigiao Chonggqing, Children
gingre granules | Anhui, Xinjiang, | common cold
Zhejiang, Hubei | (/NFEE)
Jianwei digestion | Gansu, Indigestion
oral liquid Chonggqing, ('S BE)
Shanxi
Sanao tablets Xinjiang, Hube| Cough (%5#%)

Source: Company,
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Progressive pipeline and sustainable products undpm development.
Currently, three main medicines make up over 77%opfine, namely Pudilan
Anti-inflammatory Oral Liquid, Child Chigiao Qingréranules and Rabeprazole
Sodium Enteric Capsules. The company continues uidure the market of
potential drivers including Sanao tablets and J&wioshi Oral Liquid.
Meanwhile, the company places importance on R&Dokding to 2016 financial
report, although the company's R&D to revenue réBd1%) is lower than
industry average (4.19%), it reported R&D expensBMB145.3mn representing
notably 30.4% YoY growth. As up to June 2017, tbenpany has submitted 9
applications for clinical trial and 15 products @ending for production approval.
The strong pipeline helps to prepare the compamgiweve better performance in
future.

Figure: R&D expenses of Jumpcan and peers

Code Company R&D R&D Expense
Expense / Revenue
RMB 000
600594 | 7% Higi 188,987 5.13%
300026 | 4[| %E% 163,651 4.23%
300039 | ligulEs 53,389 3.57%
300181 | gz 22,481 2.68%
002107 | yk#EBELs 29,916 5.32%
Peers’ Average 91,685 4.19%
600566 | %) [&aE 145,300 3.11%
(Jumpcan)

Source: Company, Phillip Securities

Powerful sales team and expanding networkCurrently the company has a sales
team of over 2,000 staff and mainly focuses on @wac promotion, covering 30
provinces and cities in PRC. And the main proditutglilan and Child Chigiao
maintained 30% and 40% YoY growth in past five gedkt the same time, the
company shows strong control in accounts receigalled kept the ratio of
accounts receivables to revenue around 30% sint®. Zle company continues
to consolidate its existing market position andagtively explore OTC market
through building a more efficient and professio@CT sales team. Its OTC
market strategy still focus on the promoting coredpicts, including Pudilan anti-
inflammatory oral liquid, Child chigiao gingre gudes and Rabeprazole sodium
enteric capsules. We expect the company to covee rhospitals and pharm
chains with expanding network and excellent saamt
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Investment Thesis, Valuation & Risk

We increase our target price to RMB45.7given its high growth in past three
guarters and potential sales hike due to core ptedand new drivers. We expect
the topline growth rate to be 22%/18% in 17E/18#] astimate the net profit to
be RMB1,114.5mn/1,296.8mn in 17E/18E. With 12% d@sioom, we give
"Accumulate’ recommendation

Figure: PE ratio from 2015 to 2017
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Source: Bloomberg, Phillip Securities

Downside | (1) Product concentration risk given three prodgoistributing 779 |
Risks topline

(2) Products fail to enter more provincial drugsnfeursement lists
(3) Slow than expected expansion of distributiotwoek
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L5

Financials

2014 2015 2016 2017E 2018E
RMB 000
Revenue 2,986,412 3,767,836 4,677,89R 5,707,028,734,293
COGS 468,944 590,028 690,450 853,201 1,043,8
Gross Profit 2,517,468 3,177,809 3,987,441 48853 5,690,477
Operating Expense 1,952,992 2,422,185 2,930,9%3,477,267 4,099,904
Operating Income 564,477 755,624 1,056,489 158106 1,590,573
Net Non-operating Gain/Los40,169 43,945 31,550 80,000 82,000
Pretax Income 604,646 799,569 1,088,03P 1,296,56 1,508,573
Tax 85,253 116,450 153,607 181,518 211,200
Minority Interest 0 -3,452 182 550 560
Net Profit 519,393 686,571 934,250 1,114,491 296,813
Growth (%)
Gross Profit 21.16 26.23 25.48 21.73 17.24
Operating Profit 36.15 33.86 39.82 30.30 15.55
Net Profit 28.97 32.19 36.07 19.29 16.36
Profit Margin (%)
GPM 84.30 84.34 85.24 85.05 84.50
OPM 18.90 20.05 22.58 24.12 23.62
NPM 17.39 18.22 19.97 19.53 19.26
Valuation Ratio
P/E 60.46 46.11 34.62 29.43 25.29
P/B 13.69 11.67 8.77 7.94 7.05
Per Share Ratio (RMB)
EPS 0.67 0.88 1.17 1.38 1.60
Dividend 0.40 0.70 0.73 0.83 0.96
BVPS 2.96 3.47 4.62 5.11 5.75

Source: Wind, Phillip Securities (HK) Research Estimates

(Financial figures as at 26 Oct 2017)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

-5% to -20% Reduce -5% to -20% downside from the current pige
<-20% Sell >20%downside from the current price

1
2
-5% to +5% Neutral 3 Trade within __+ 5% from the current price
4
5

We do not base our recommendations entirely on the above quantitative return bands. We consider qualitative factors like (but not limited to) a
stock’s risk reward profile, market sentiment, recent rate of share price appreciation, presence or absence of stock price catalysts, and speculative
undertones surrounding the stock, before making our final recommendation

GENERAL DISCLAIMER

This publication is prepared by Phillip Securities (Hong Kong) Ltd (“Phillip Securities”). By receiving or reading this publication, you agree to be bound by the terms and
limitations set out below.

This publication shall not be reproduced in whole or in part, distributed or published by you for any purpose. Phillip Securities shall not be liable for any direct or
consequential loss arising from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Securities has no reason to believe are unreliable and any analysis,
forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information and are expressions of belief
only. Phillip Securities has not verified this information and no representation or warranty, express or implied, is made that such information or Research is accurate,
complete or verified or should be relied upon as such. Any such information or Research contained in this publication is subject to change, and Phillip Securities shall not
have any responsibility to maintain the information or Research made available or to supply any corrections, updates or releases in connection therewith. In no event will
Phillip Securities be liable for any special, indirect, incidental or consequential damages which may be incurred from the use of the information or Research made
available, even if it has been advised of the possibility of such damages.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this material are as of the date indicated and are subject to change at any time
without prior notice.

This material is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this material may not be suitable for all investors and a person receiving or reading this material should seek advice from a
financial adviser regarding the suitability of such products, taking into account the specific investment objectives, financial situation or particular needs of that person,
before making a commitment to invest in any of such products.

This publication should not be relied upon as authoritative without further being subject to the recipient’s own independent verification and exercise of judgment. The
fact that this publication has been made available constitutes neither a recommendation to enter into a particular transaction nor a representation that any product
described in this material is suitable or appropriate for the recipient. Recipients should be aware that many of the products which may be described in this publication
involve significant risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made unless all
such risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein
with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a security. Any decision to purchase securities mentioned in this research
should take into account existing public information, including any registered prospectus in respect of such security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) preparing this report nor his associate has any financial interest in or serves as an officer of the listed corporation covered in
this report.

Firm's Disclosure: Phillip Securities does not have any investment banking relationship with the listed corporation covered in this report nor any financial interest of 1%
or more of the market capitalization in the listed corporation. In addition, no executive staff of Phillip Securities serves as an officer of the listed corporation.

Availability

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities to any registration or
licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

Information contained herein is based on sources that Phillip Securities (Hong Kong) Limited (“PSHK”) believed to be accurate. PSHK does not bear responsibility for any
loss occasioned by reliance placed upon the contents hereof. PSHK (or its affiliates or employees) may have positions in relevant investment products. For details of
different product’s risks, please visit the Risk Disclosures Statement on http://www.phillip.com.hk.
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