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CSPC Pharmaceutical (1093.HK) -

Several drugs attained approvals

Hong Kong | Pharmaceutical | Company report

Investment Summary
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Accumulate

Since April, the company has acquired two clinicail approvals, one drug registrationC NP HKD22.0

approval and passed consistency evaluation of Amitlicin tablets. We expect further(c|osmg price at 14 May 2018)
progresses of pipeline and continuously rapid gnogftinnovative drugs. We maintain TARGET HKD24.8 (42.79%)
target price of HKD24.8, implying 18E PE 42x, wii?S estimation of HKD0.59/0.77 in ' '

18E/19E (Closing price at 14 May 2018) COMPANY DATA
Business Overview O/S SHARES (MN) : 6,243

MARKET CAP (HKDMN) : 134,537
Two products gained clinical trail permissions.1) Q101-Pegylated Recombinant52 - WKHILO (HKD): 2345/ 10.94

Human Interferor2a for Injection: it is used alone or in combinatiwith other drugs
for the treatment of adults with chronic hepatiis and used in combination with saRe HOLDING PATTERN » %
ribavirin for the treatment of adults with chrotiepatitis C with no previous treatment. Zjiccior cai Dong Chen 22.89
Vinorelbine Tartrate Liposome Injection: Vinorelbifieatures high anti-cancer activity.common Success 6.78
It can be used alone or in combination with othergd clinically for the treatment of
non-small cell lung cancer, breast cancer, ovaz@rcer and malignant lymphoma. The

. T K . . PRICE PERFORMANCE » %
product can significantly suppress the growth ofiotes solid tumours in a dose-

. . . . M 6M 1y
dependent manner, with efficacy increased by at kear times. CSPC 387 38.0¢ 86.7°
HIS 1.08 7.817 23.71

Azithromycin tablets has been granted consistencyaluation approval by CFDA,

which means CSPC is the first one passing the stemsiy evaluation for this type of RETURNVS. HSI
drug in China. Azithromycin is used for the treatmef various bacterial infections, ==.- L
including bronchitis, pneumonia, skin and softues infections, otitis media, sinusitis, .-‘:"‘Htﬁi'
pharyngitis and tonsillitis. Azithromycin tablet ae of the key anti-infective drugs of M, “I;,-
the Group, having the largest market share of éineestype of drug in domestic market. A h-*‘" ' WL-"
Passing consistency evaluation implies its avditgbas a clinical alternative for the “._.f“ Al :

originator drug and potential sales volume hike. s fw_,,tgd'! "
ARy

2018 growth momentum will come from 1) NBP injection is expected to grow assource: Phillip Securities (HK) Research
being included into NDRL, due to its further expansto county-level hospitals; 2)

. . KEY FINANCIALS
Strong growth of oncology portfolio. The companyntioues to enlarge the sales tearygomn Y16 EY17 FY1SE EYI9E
(720 salesmen in 2017 while 1200 salesmen in 20\8€)expect oncology portfolio to Net Sales 12,369 15,463 19,057 23,066
report high growth given its expanding sales teard aetwork. 3) Albumin-bound Net Profit 2101 2,771 3,635 4,799

. . . . " . . EPS, HKD 0.3t 0.4t 0.5¢ 0.7
paclitaxel gained registration approval in Feb. dxding to CSPC management, thiser x 61.8¢ 47.6C 36.9¢ zs_oé
product will be sold at only 60% of original drugdamay contribute to over HKD1bn BVPS, HKD 167 248 28¢ 348
income in 2019E. Given CSPC's intensifying charambtantage and favorable price,gg\z/“% ;g:gé 12'2? 23)'_‘; zggc

albumin-bound paclitaxel is competitive to win ciolesable market share. Source: Company reports, Phillp Securities Est.

Valuation Thesis & Risks Eurus Zhou (2277 6515)
euruszhou@phillip.com.hk

Our model derive TP of HKD24.8: with EPS estimation of HKD0.59/0.77 in 18E/19E,
we maintain our target price of HKD24.8, implying18 PE of 42x. Risks include: rising
selling and R&D expenditure; M&A or R&D fail expetions; policy risks.
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Financials

Key Ratios FY2015 FY2016 FY2017 FY2018E FY2019E
Valuation Ratios

Price to Earnings (P/E) 77.32 61.86 47.60 36.96 0@8.
Price to Book (P/B) 14.63 12.96 8.84 7.48 6.30
Per Share Data (HKD)

EPS 0.28 0.35 0.45 0.59 0.77
Book Value Per Share 1.48 1.67 2.45 2.89 3.43
Dividend Per Share 0.11 0.12 0.15 0.21 0.27
Growth & Margins (%)

Growth

Revenue 4.00 8.56 25.01 23.25 21.04
Operating Income 24.68 20.84 48.14 20.31 21.04
Net Profit 31.29 26.15 31.88 31.20 32.02
Margins

Gross Profit Margin 45.82 51.00 60.44 59.00 59.00
Operating Profit Margin 18.96 21.40 22.52 24.16 336.
Net Profit Margin 14.62 16.98 17.92 19.07 20.80
Returns

ROE (%) 18.92 20.96 18.56 20.25 22.52
ROA (%) 12.30 14.23 12.86 14.39 16.36
Income Statement (HKD Mn) FY2015 FY2016 FY2017 FY2BE FY2019E
Revenue 11,394 12,369 15,463 19,057 23,066
- Cost of Goods Sold (6,173) (6,060) (6,117) (7,813) (9,457)
Gross Income 5,221 6,309 9,346 11,244 13,609
- Operating Expenses (3,061) (3,662) (5,864) (6,639) (7,535)
Operating Income 2,160 2,647 3,482 4,605 6,074
- Net Non-Operating Gain (48) (12) (16) (46) (61)
Pretax Income 2,112 2,635 3,465 4,559 6,013
- Income Tax Expenses (432) (522) (685) (912) (1,203)

- Minority Interest (14) (12) (20) (12) (12)

Net Profit 1,665 2,101 2,771 3,635 4,799

Source: Bloomberg, Phillip Securities (HK) ResedEstimates
(Financial figures as at 14 May 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 pge
<-20% Sell 5 >20%downside from the current price

We do not base our recommendations entirely omltioe quantitative return bands. We consider tizde factors like (but not limited to) a stock’s
risk reward profile, market sentiment, recent mitshare price appreciation, presence or absenstok price catalysts, and speculative undertones
surrounding the stock, before making our final reowendation

GENERAL DISCLAIMER
This publication is prepared by Phillip Securit{e®ong Kong) Ltd (“Phillip Securities”). By receivinor reading this publication, you agree to be lobloy the terms and
limitations set out below.

This publication shall not be reproduced in whoteiro part, distributed or published by you for apyrpose. Phillip Securities shall not be liable &y direct or
consequential loss arising from any use of mateoatained in this publication.

The information contained in this publication haeib obtained from public sources which Phillip Siti@s has no reason to believe are unreliable aandanalysis,
forecasts, projections, expectations and opiniookeCtively the “Research”) contained in this goation are based on such information and are ssgjmes of belief only.
Phillip Securities has not verified this informatiand no representation or warranty, express oliechgs made that such information or Resear@dt@irate, complete or
verified or should be relied upon as such. Any siaébrmation or Research contained in this pubiarais subject to change, and Phillip Securitieallshot have any
responsibility to maintain the information or Restamade available or to supply any correctionslatgs or releases in connection therewith. In remewill Phillip
Securities be liable for any special, indirectjdental or consequential damages which may be ieddrom the use of the information or Researchevmdilable, even
if it has been advised of the possibility of suemages.

Any opinions, forecasts, assumptions, estimatdsatians and prices contained in this materialzex®f the date indicated and are subject to chahgay time without
prior notice.

This material is intended for general circulatianlyoand does not take into account the specifiestment objectives, financial situation or paricuheeds of any
particular person. The products mentioned in thégemial may not be suitable for all investors angkeson receiving or reading this material shoeleksadvice from a
financial adviser regarding the suitability of sumfoducts, taking into account the specific investimobjectives, financial situation or particulaeds of that person,
before making a commitment to invest in any of spidducts.

This publication should not be relied upon as attiitive without further being subject to the reeit’s own independent verification and exercisgidgment. The fact
that this publication has been made available @atess neither a recommendation to enter into &iquéar transaction nor a representation that aogyrct described in
this material is suitable or appropriate for thapient. Recipients should be aware that many efittoducts which may be described in this publiceiinvolve significant

risks and may not be suitable for all investorg] #mt any decision to enter into transactions lirikg such products should not be made unlessuzh sisks are

understood and an independent determination hasrbade that such transactions would be approp#date discussion of the risks contained herein wébpect to any
product should not be considered to be a disclosuaé risks or a complete discussion of suchgisk

Nothing in this report shall be construed to beoffer or solicitation for the purchase or sale afezurity. Any decision to purchase securities maet in this research
should take into account existing public informatiscluding any registered prospectus in respestich security.

Disclosure of Interest

Analyst Disclosure: Neither the analyst(s) prepaitimns report nor his associate has any finannigrést in or serves as an officer of the listegha@tion covered in this
report.

Firm's Disclosure: Phillip Securities does not hawg investment banking relationship with the listerporation covered in this report nor any finahimterest of 1% or
more of the market capitalization in the listedpzoation. In addition, no executive staff of Pipilbecurities serves as an officer of the listegp@ation.

Availability

The information, tools and material presented neaeé not directed, intended for distribution tause by, any person or entity in any jurisdictiarcountry where such
distribution, publication, availability or use walbe contrary to the applicable law or regulatiorvbich would subject Phillip Securities to anyistgation or licensing or
other requirement, or penalty for contraventioswdéh requirements within such jurisdiction.

Information contained herein is based on sourcasRhillip Securities (Hong Kong) Limited (“PSHKbBlieved to be accurate. PSHK does not bear resplitgsor any
loss occasioned by reliance placed upon the cantesreof. PSHK (or its affiliates or employees)yrhave positions in relevant investment products. details of

different product’s risks, please visit the Riskdosures Statement on http://www.phillip.com.hk.
© 2018 Phillip Securities (Hong Kong) Limited
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