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Investment Summary Accumulate

Events: Pudilan was selected into Jilin and Henan PDRUSFRC recommends CCQG c\PrvB21.63

for treatment of children flu; Another product YY@&tained production approval.(Closing price at 12 Jan 2018)
Investment suggestion:We highlight the company’s comprehensive produigt and .
pipeline with visible sales growth and improved Oglannel. We predict the topline to ARGET RMB50.8 (+22%)
grow at 23%/22% in 17E/18E and increase our tgogee toRMB50.8 (assuming PE

. R R . . COMPANY DATA
33.5x) with ‘BUY" recommendation, 22% upsi@lgosing price at 12 Jan 2018) /S SHARES (MN) - 809.62
MARKET CAP (RMBMN) : 33,705
52 - WK HI/LO (HKD): 44.0 | 29.23

Business Overview

Winter flu may facilitate CCQG sales hike. Since this winter the influenza has been

prevalent in many Chinese cities, and the epiderhichildren flu is especially serious. sHARE HOLDING PATTERN » %

On Jan 8th, NHFPC issued a influenza treatmentranog2018), in which the Child jiangsu Jumpcan Group 515
Chigiao Qingre Granules (CCQG, Jumpcan's exclugiegluct) was recommended forTibet Jumpcan Investment Company 12.35
the treatment of children influenza. We expect thiater flu may promote CCQC sales.

_PRICE PERFORMANCE * %

Pudilan was selected into Jilin and Henan PDRLsThe company recently announcec ™ i v
that its exclusive product Pudilan Anti-inflammatddral Liquid (PAOL) entered into jumpcan 11.31 5.23 35.97
Jilin and Henan PDRLs. We highlight that inclusiofo Jilin and Henan PDRLs will SSE 451 1.27 8.71

enlarge PAOL sales more obviously than inclusiaie iQinghai PDRL before, given

these two provinces have much bigger populatiom.b@smpared with Pudilan tablets®=TURN VS Hst

and capsules, Pudilan oral liquid is more converfimnpatient to take. And PAOL as an -.zx. .

anti- inflammatory medicine will continue to bendfiom national policy restrictions to [,mq ﬂ,'y

its main competitors (including antibiotics andditinal Chinese medicine injection). yﬁ*“"‘* WJ fl\ww
Wu y -

S com Coprat & 4

We expect PAOL sales to grow at ~20% YoY in 2017E.

wﬁmw"“
Figure: Drugs included in reimbursement lists L

Drugs Provinces Function Source: Aastocks, Phillip Securities (HK) Research

NDRL Rabeprazole sodium | -- Gastric ulcer
em.enc C.aPSUIe.S (%EE’:) w&gﬂwcmfns FY16 FY17E FY18E
Child chigiao gingre | -- Children common cold Net Sales 3,768 4,678 5754 7,020
granu|es (/J\E—EEZ%‘) Net Profit 687 93? 1,22? 1,531
Sanao tablets - Cough () PER 4T3t st 274 2209
PDRL Pudilan anti- Jilin, Henan, Heilongjiang, Anti-inflammatory BVPS, 3.47 4.62 5.1€ 5.92
ir]fla}mmatory oral Qinghgi, ngei, Jia.ngéu, Hunan, ((B#¥iE) E;\{'B\B/’ « 119¢ 901 807  70f
liquid Shanxi, Xinjiang, Tianjin, ROE, % 2531 253/ 29.3¢ 31.0¢
Liaoning Source: Wind, Phillip Securities Est.
Jianwei digestion oral| Chongging, Jiangsu, Guangdong,Indigestion
liquid Shanxi, Shandong, Jilin (EEEE) Eurus Zhou (2277 6515)
PEDL Rabeprazole sodium | Anhui, Shanghai, Zhejiang, Gastric ulcer euruszhou@phillip.com.hk
enteric capsules Ningxia (B1E%)
Child chigiao gingre | Chongging, Anhui, Xinjiang, Children common cold
granules Zhejiang, Hubei (ANEE))
Jianwei digestion oral| Gansu, Chongging, Shanxi Indigestion
liquid (5 EE)
Sanao tablets Xinjiang, Hubei Cough 1)

Source: Company, Phillip Securities
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YYG gained production approval. Digestive segment includes one core product
Rabeprazole Sodium Enteric capsules (RSE), whicbrded sales of RMB1.1bn
(+12% YoY) in 2016 with relatively large market cdp 2017 Nov one subsidiary
Dongke attained the production approval for Yanggingwei Granules (YYG).
YYG is an exclusive product for treatment of chooairophic gastritis with no
competitors producing and selling the same prodiest. Dongke acquired the
rights of YYG in 2016 June at a price of RMB17mne \&kpect YYG to further
enrich the digestive product line, while it stdlkes time to cultivate market and
generate income.

Comprehensive product mix and pipeline with visible sales growth. We
highlight that the company has comprehensive drogfglio and sustainable
pipeline for different growth stages. Pudilan sddgshospital channel is expected
to maintain stable growth while OTC sales is likeysurge; CCQG won bid in
many regions last year which will facilitate saleslume hike; Iron
Proteinsuccinylate Oral Solution (IPOS) is liketyreach over RMB 100mn sales
with attaining tender in eight new provinces artiesi Also we estimate sales of
Fuyanshu Capsules, Ganhai Weikang capsules andgldngnKechuan capsules
will also climb in 2017E. Meanwhile, the companyihehes Pudilan toothpaste
series for both adults and children to enrich tealth care product line. The
sustainable product lines are expected to undéupine development.

Figure: 2017 Tenders of CCQG and RES

Drug Size Cities

CCQG 2g/4g Hubei, Sichuan, Jiangsu, Zhejiang, Hegjiang,
Chonggqing, Ningxia, Guangdong, Shanxi, Jiangxi,
Shandong, Fujian, Liaoning, Inner Mongolia, Guangxi
Shanghai
IPOS 15ml:40mg Heilongjiang, Jiangxi, Jiangsu, &ujiLiaoning,
Guangxi, Shandong, Yunnan
Source: Yaozh.com, Phillip Securities

Improved OTC channel. Jumpcan expanded its OTC channel in 2017H2 by
building professional promotion team and intengifijarmacy chain network. It
has an OTC sales team with over 1000 people whiamlyn promotes core
products including PAOL, RSE, CCQG, etc. We ex&€C sales to experience
rapid growth in 2017E.

Investment Thesis & Valuation

We increase target price to RMB50.8We select 19 A-share firms focusing on
Chinese patent medicine with market cap more thtBEObn to get the PE

average (37.56x) and median (30.44x). We see Jumpoa is traded at around
PE 28.9x, which is much lower than industry averdgack to 2016 Jumpcan

recorded net profit YoY growth 34%, which is muagher than industry average
growth level (10.3%). During past three quarters2bil?7, Jumpcan achieved
topline/bottom line growth of 21.75%/38%, therefave see highly visible sales
growth in 2017E. We predict the revenue growth ¢023%/22% in 17E/18E.

Assuming PE 33.5x (middle between industry aveemgkmedian), we give target
price RMB50.8 and ‘BUY" recommendation.
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Figure: Peer Information

p PhillipCapital

Code Firm Mkt cap PE Revenue Net Profit ROE
/100mn  TTM  Growth % Growth % %
600566.SH  ¥5)1|453 337.13 28.93 20.17 34.18 23.93
Average 37.56 21.63 19.43 9.56
Median 30.44 14.69 10.43 8.95
600436.SH {1 439.03 60.16 68.83 40.26 17.92
000423.S7z  HFRT 415.96 22.21 12.45 1.69 14.36
002773.SZ  HEnLZE3E 392.62 65.23 14.69 33.85 13.36
603858.SH Ui AugE 351.40 21.41 4.92 -10.20 8.95
000623.SZ  HMHCOK 261.16 14.89 7.13 6.86 7.09
000999.5Z  #Eif—JL 259.80 20.18 21.41 10.33 10.59
002424.57  HIME 222,55 43.20 14.49 10.43 11.06
002219.SZ % 218.42 48.14 65.28 2481 5098
002603.SZ  LI%igE3E 193.78 34.84 4.15 522 7.32
600572.SH  HEEH 182.03 30.44 -16.62 34.86 13.62
000989.5Z JLZiE 160.92 22.88 42.53 11.12 12.21
600771.SH iz 151.91 83.77 18.94 129.85 5.89
002287.SZ  #TIFjgE 146.48 49.39 7.66 3.33 11.82
600252.SH  H{EAH 146.30 24.93 43.37 2250 9.71
002390.SZ {5 /tiigE 139.46 47.66 17.22 23.30 3.82
600329.SH " pigé3E 135.98 26.82 -10.35 2.65 8.44
000766.SZ EIL&E 131.44 51.80 74.46 30.04 4.14
300026.57  ALH%E¥ 128.87 20.35 -11.93 531 7.35
603567.SH B # 5 123.30 25.43 32.34 -6.50 8.06

Source: Wind (as at Jan 11), Phillip Securities

Risk

Slow than expected expansion of distribution nekyor
Substantial shareholders selling shares;

Policy risks;
R&D failure.
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Financials

2014 2015 2016 2017E 2018E
RMB 000
Revenue 2,986,417 3,767,83( 4,677,897 5,753,80] 7,019,64/
COGS 468,944 590,02§ 690,45( 860,194 1,051,54!
Gross Profit 2,517,46¢ 3,177,80y 3,987,44] 4,893,61] 5,968,10]
Operating Expense 1,952,99] 2,422,187 2,930,95! 3,545,284 4,269688
Operating Income 564,477 755,624 1,056,48{ 1,348,32¢ 1,698,411
Net Non-operating
Gain/Loss 40,16¢ 43,945 31,55( 80,00( 82,000
Pretax Income 604,64¢ 799,569 1,088,03f 1,428,32¢ 1,780,411
Tax 85,253 116,45( 153,607 199,96¢ 249,258
Minority Interest 0 -3,4572 182 0 0
Net Profit 519,39 686,57] 934,25( 1,228,36] 1,531,15}
Growth (%)
Revenue 22.02 26.17 24.15 23.0( 22.0(
Gross Profit 21.16 26.23 25.48 22.73 21.96
Operating Profit 36.15 33.86 39.82 27.62 25.96
Net Profit 28.97 32.19 36.07 31.4§ 24.65
Profit Margin (%)
GPM 84.3( 84.34 85.24 85.05 85.02
OPM 18.9( 20.05 22.58 23.43 24.2(
NPM 17.39 18.22 19.97 21.35 21.81
Per Sahre Ratio (RMB)
P/E 62.13 47.38 35.58 27.44 22.01
P/B 14.07 11.99 9.01 8.07 7.03
EPS 0.67 0.88 1.17 1.52 1.89
Dividen 0.40 0.7Q 0.73 0.91 1.13
BVPS 2.96 3.47 4.62 5.16 5.92
ROE 22.64 25.31 25.34 29.3¢ 31.96

Source: Wind, Phillip Securities (HK) Research Estimates

(Financial figures as at Jan 12 2018)
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PHILLIP RESEARCH STOCK SELECTION SYSTEMS

Total Return Recommendation Rating Remarks
>+20% Buy 1 >20% upside from the current price
+5% to +20% Accumulate +5% to +20%upside from the current pice

2

-5% to +5% Neutral 3 Trade within _ + 5% from the current price

-5% to -20% Reduce 4 -5% to -20% downside from the current pige
<-20% Sell 5 >20%downside from the current price

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.

© 2018 Phillip Securities (Hong Kong) Limited
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