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Rapid growth in core segments, promising in innovation
transformations

Hong Kong | Pharmaceuticals | Company Update

Result Update

For the nine months ended September 30, 2019, the company recorded operating income of
RMB 146.617 billion, an increase of 19.57% YoY, and its main business continued to grow
rapidly. Of which, the pharmaceutical manufacturing sector realized revenue of RMB 17.682
billion, a YoY increase of 24.05%. The pharmaceutical business realized revenue of RMB
129.235 hillion, an increase of 18.95% YoY (among which, the pharmaceutical distribution
business achieved sales revenue of RMB 121.218 billion, an increase of 18.56% YoY:; the
pharmaceutical retail business achieved sales revenue of RMB 5.908 billion, an increase of
15.94% YoY). The company realized a net profit attributable to shareholders of listed
companies of RMB 3.399 billion, a YoY increase of 0.80%; the main business of the
pharmaceutical manufacturing sector contributed a profit of RMB 1.540 billion, a YoY increase
of 20.56%; the main business of the pharmaceutical business contributed a profit of RMB 1.526
billion, a YoY increase Increased by 15.73%; the participating companies contributed profits
of RMB804 million, an increase of 48.13% YoY. The company's comprehensive gross profit
margin was 13.70%, a decrease of 0.11 percentage point compared with the same period last
year; the gross profit margin of the pharmaceutical manufacturing sector was 57.54%, a
decrease of 0.10 percentage point compared with the same period last year, and the average
gross profit margin of 60 key varieties was 71.71%; the gross profit margin of pharmaceutical
distribution was 6.40%, a YoY decrease of 0.27 percentage points; the gross profit margin of
pharmaceutical retail was 14.10%, a YoY decrease of 1.02 percentage points.

Continue to deepen one product one policy, accelerate innovation transformations

In the pharmaceutical manufacturing sector, the company focuses on key products and
continuously increases its market share, such as tanshinone 1A sodium sulfonate injection.
From January to September 2019, it realized sales revenue of RMB 1.14 billion, a YoY increase
of 76.39%. According to the life cycle of different products, the company has formulated a
differentiated terminal strategy, and the promotion effect is significant. In January-September
2019, Ulinastatin for injection achieved sales income of RMB 673 million, a YoY increase of
32.91%; hydroxychloroquine sulfate tablets achieved sales income of RMB 587 million, a YoY
increase of 20.56%; Hongyuanda achieved sales income was 366 million yuan, a YoY increase

of 31.75%. Eureklin for injection achieved sales of 275 million yuan, a YoY increase of 20.85%.

In addition, the company continued to accelerate innovation transformation. From January to
September 2019, R & D expenditure was RMB 860 million, an increase of 13.74% YoY; 73
invention patent applications were completed, 24 invention patent authorizations, and 20 utility
model authorizations, totaling 117 patents. On September 17, the company signed a joint
venture agreement with BIOCAD, the largest biopharmaceutical company in Russia, to
introduce adalimumab biosimilars, trastuzumab biosimilars, bevacizumab biosimilars, and PD-
1 products. Permanent and exclusive R & D, production, sales and other commercialization
rights of the six blockbuster biopharmaceuticals in Greater China, including the joint venture
company, will be the sole platform for BIOCAD in Greater China.
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The company continued to advance the consistency evaluation of the quality and
efficacy of generic drugs, further improved the production process and the quality of
medicines. As of the end of September, the company has completed more than 40
product specifications for BE testing and application, of which 6 varieties have passed
the consistency evaluation. Two varieties of ceftriaxone sodium for injection and
lansoprazole for injection have completed a BE test and declared to CDE.
Beclometasone propionate inhalation aerosol has been approved for supplementary
application, 3 specifications of rosuvastatin calcium tablets have been declared for
production, and lenalidomide capsules and rivaroxaban tablets have been completed for
BE filing. Capsaicin, a commonly used drug for clinical chemotherapy, has been
completed. Tabin has also officially started the BE trial.

Pharmaceuticals services continue promoting, expand the terminal market

In November 2019, the company continued to promote the implementation of new
distribution and new retail development strategies, promote the rapid development of
advantageous and innovative services, clarify the regional development strategies of key
provinces, and continue to promote key provinces such as Guangdong, Shandong,
Heilongjiang, Jilin, and Liaoning. The platform construction utilizes the policy
opportunities brought by the two-vote system and volume purchase, integrates market
resources, and strictly controls the accounts receivable, while quickly seizing the pure-
sale terminal market. Among the large varieties, Pfizer's Peer vaccine market has been
rapidly expanding, which has led to rapid increase in distribution revenue. During the
reporting period, the company achieved 2.122 billion in distribution revenue from
vaccine business, a YoY increase of 92.33%. The company has launched a new business,
providing efficient and compliant sales channels for imported drugs and new special
drugs that are not covered by medical insurance, and after the corresponding products
enter the medical insurance, the company's distribution network will be used to provide
hospital services. The one-stop service chain of innovative pharmaceutical companies
has joined forces to win the general distribution rights for new varieties of large
pharmaceuticals.

Figure-1: Layout of Innovation Platform
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Source: Phillip Securities (HK) Research, Company Report

Table-1: Development Pipeline for Innovative Drugs

Therapeutic Area Item Registration Class R&D Stage Project Description
Anti-tumor SPH1188-11 Innovative drug under Clinical phase | New generation of target-oriented lung
type 1 chemical drug cancer drug. Effective for EGFR

sensitive mutations, drug resistance
mutations, some rare mutations and wild
type, with the high concentration in lung
tissues and brain tissues.
Humanized CD20 Class 2 of biological Humanized antibody drugs with independen
antibody drugs for treatment rights. More effective and safer than
foreign drugs with the same target.
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Digestive
metabolism

Immunosuppressant

Cardiovascular and
cerebrovascular

Her2 compound
antibody drugs
for treatment

T-DM1

SPH3348

CD30-DM1

SPH4480

Lei Teng Shu

Salvianolic acid A
for injection

SPH3127
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Class 1 of biological
drugs for treatment

Class 2 of biological
drugs for treatment

Innovative drug under
type 1 chemical drug

Class 1 of biological
drugs for treatment

Innovative drug under Clinical

type 1 chemical drug acceptance
Innovative drug under Clinical phase Il
type 1 chemical drug

Chinese medicine of Clinical phase |
class A new drug

Innovative drug under Clinical phase 11

type 1 chemical drug

Used to treat hematological tumors and
certain rare autoimmune diseases.
Expected to remedy the current situation
In China where this rare disease has no
treatment, and become the first-tier standard
therapeutic drug for the disease.
China’s first compound antibody
drug. Superior to foreign antibody
drugs with the same target in

terms of single drug efficacy. Has
an unparalleled practical advantage
compared with combined
pharmacotherapy. After going

to the market, it has an edge in
market competition with antibody
drugs with the same target

whether in monotherapy or in
combined pharmacotherapy

An antibody coupling drugs used

in the anti-tumor field, targeting
patients with refractory/recurrent
tumors which develop antibody
resistance during treatment. Its
action mechanism determines that
it will not cause secondary drug
resistance. Expected to become a
second-tier standard therapeutic
drug.

New target-oriented lung cancer
and gastric cancer drug. With best
activity among the same kind,

wide treatment window, and low
toxicity.

Antibody coupling drugs with
independent intellectual property
rights. Used in the field of
hematology. With significant effect
on rare diseases in the field. No
similar product marketed in China.
A new diabetes drug. Can reduce
weight, lower blood sugar, increase
sensitivity to insulin, and improve
diabetes triad. No drugs for this
target marketed in the world.

In respect of immune indication

of rheumatoid arthritis and AIDS
patients, studies of the same kind,
either domestic or overseas, all stay
in the clinical trial stage

A Chinese medicine of class A new
drug. Preclinical pharmacology and
toxicology studies show a broad
and significant pharmacological
effect. Notably superior to similar
products in terms of safety range
and the onset time.

A new antihypertensive drug.
Significantly superior to others
product with the same target in
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terms of efficacy, bioavailability
and safety window. Shows good

tolerance in phase I clinical

trial.

With potential to be best in class.

Source: Phillip Securities (HK) Research, Company Report

Financial Forecast and Valuation

We forecast that the company's FY19/FY20/FY21

income will be RMB

187.58/205.60/225.44 billion, representing an increase of 17.91%/9.61%/9.65% YoY;
net profit attributable to shareholders will be RMB 4.35/4.93/5.60 billion, increasing
12.12%/13.24%/13.56% YoY;; corresponding EPS will be RMB 1.54/1.74/1.98. We use
DCF model and residual income model to value the company. Assuming equity cost is
10.49%, debt cost is 2.33%, and WACC is 7.19%. We get PT of HKD 18.06 and HKD
20.48 respectively. The lower valuation result corresponds to FY19/FY20/FY21
10.57x/9.33x/8.22x PE, which has an increase of +19.14% compared to the current price
(HKD 15.16 as of December 31, 2019), giving an “Accumulate” rating.

Figure-2: Profit margin keep increasing

Figure-3: Growth rate of revenue
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Figure-4: Gearing ratio

Figure-5: Expense rate
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Table-2: Financial forecast

RMB in

illion FY2014A FY2015A FY2016A
Revenue 92,398.89  105,516.59  120,764.66
cos 81,223.39  92,979.05  106,867.75
GP 11,175.50  12,537.54 13,896.91
el 3,063.30  3,631.16 3,784.56
Profit

EBIT 4,195.93 4,680.46 5,164.48
EBT 3,799.73 4,171.85 4,639.00
NP 2,992.02 3,364.37 3,829.71
NP

?;t”b”tab'e 2,591.13  2,876.99 3,196.39
shareholders

EPS (Basic) 0.96 1.07 1.19

FY2017A FY2018A FY2019E FY2020E
130,847.18  159,084.40 187,576.04 205,596.74
114,607.85  137,390.36 168,920.34 184,729.05

16,239.33 21,694.04 25,450.33 28,600.04

4,665.95 5,401.60 6,128.39 7,141.17

5,873.12 6,351.16 7,350.47 8,236.45

5,204.81 5,343.38 6,292.30 7,125.36

4,057.78 4,456.26 5,084.81 5,758.01

3,520.64 3,881.06 4,351.53 4,927.65

1.31 1.37 1.54 1.74

FY2021E

225,445.32
202,071.60
32,163.76

8,162.61

9,257.89
8,091.25
6,538.55

5,595.63

1.98
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Source: Phillip Securities (HK) Research, Company Report

Table-3: DCF model

RMB in million FY2019 FY2020 FY2021 FY2022 FY2023

FCFF 876.17 1,309.36 1,675.31 2,064.75 2,453.93
Terminal Value 78,073.50
Discount factor 0.93 0.87 0.81 0.76 0.71
PV 817.40 1,139.60 1,360.31 1,564.07 56,908.85
EV 61,790.23

Debt value 33,234.24

Cash 17,435.83

Equity value 45,991.82

Equity value in RMB
Number of shares

45,991,821,509.50
2,829,324,000.00

Value per share RMB
Currency rate
Value per share HKD

Cost of debt
Debt weights
Adjusted beta
Risk-free rate
Market return
Cost of equity
Equity weights
WACC

Terminal growth
rate

16.26
0.90
18.06
2.33%
40.5%
0.85
3.15%
11.79%
10.49%
59.53%
7.19%
3.50%
17,435.83

Source: Phillip Securities (HK) Research, Company Report

Table-4: Rl model

FY2019 FY2020 FY2021 FY2022 FY2023 FY2024 FY2025 FY2026 FY2027 FY2028
EPS 1.54 1.74 1.98 2.04 2.21 2.39 2.84 3.40 4.1 5.01
DPR 30.38% 30.38% 30.38% 30.38% 30.38% 30.38% 30.38% 30.38% 30.38% 30.38%
DPS 0.47 0.53 0.60 0.62 0.67 0.72 0.86 1.03 1.25 1.52
Add R/E PS 1.07 1.21 1.38 1.42 1.54 1.66 1.98 2.37 2.86 3.49
BPSt 14.86 16.07 17.45 18.87 20.40 22.07 24.04 26.41 29.27 32.76
BPSO 13.79 14.86 16.07 17.45 18.87 20.40 22.07 24.04 26.41 29.27
ROEO 11.15% 11.72% 12.31% 11.69% 11.69% 11.69% 12.86% 14.14% 15.56% 17.12%
Re 10.49% 10.49% 10.49% 10.49% 10.49% 10.49% 10.49% 10.49% 10.49% 10.49%
RI 0.09 0.18 0.29 0.21 0.23 0.24 0.52 0.88 1.34 1.94
Persistent 0.80
factor
Terminal Vaue 5.08
PV 0.08 0.15 0.22 0.14 0.14 0.13 0.26 0.40 0.54 2.59
BPSO 13.79
TP 18.44
Currency rate 0.9
TP in HKD 20.48
Source: Phillip Securities (HK) Research, Company Report
Figure-6: Forward P/E Band Figure-7: Forward P/B Band
q 25
e BEt P/E Ratio Avg +15D -15D -25D Ellst; BESUEBITDA === ﬁ;gn b 4 19
4 20 17
15
4 15 13
11
10
P 5
5 7

2/1/2015  2/1/2016  2/1/2017

2/1/2018  2/1/2019

2/1/2015  2/1/2016  2/1/2017

2/1/2018

2/1/2019

Source: Phillip Securities (HK) Research, Bloomberg

Table-5: Comparable peers

EV/TTM

P/FCF

Dividend

SHANGHAI

PHARMACEUTICALS-H 2607 6862 105.72
CNY (16 securities)

Median 23.17 26.88
Average 31.81 37.72
CHONGRQING ZHIFEI

B 300122 11391 11587
SHANGHAI FOSUN 600196 9342 122,07

PHARMACEUTI-A
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EBITDA
N.A.

12.21
16.51

34.32

20.70

EV/EBITDA  EV/EBITDA
FY1 FY2
8.96 8.53 9.36
14.20 1195 16.13
17.47 1410 21.52
25.91 18.25 37.32
20.92 17.63  25.27

8.85 7.95
18.34 1544
20.77  17.12
32.02 2293
21.14 18.24

35.24

21.45
50.26

106.02

N.A.

3.08

1.26
1.88

1.01

1.20
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YIFENG PHARMACY

CHAIN CO L-A 603939 39.79 41.16 42.78 31.87 2477 5217 4880 37.27 124.06 0.41
LIVZON

PHARMACEUTICAL 000513 39.47 31.83 10.76 12.86 11.15 2643 2461 2112 10.92 2.76
GROU-A

JOINTOWN

PHARMACEUTICAL-A 600998 37.57 68.94 15.90 14.20 11.95 16,50 1553 12.64 49.61 0.72
CHINA NATIONAL

MEDICINES-A 600511 29.45 27.39 9.00 8.18 7.42 1359 2.00 1.78 21.45 1.47
HUBEI JUMPCAN

PHARMACEUT-A 600566 28.23 26.38 9.98 N.A. N.A.  11.67 9.58 7.89 8.60 5.09
LAOBAIXING

PHARMACY CHAIN-A 603883 26.38 29.70 28.78 23.11 19.09 36.23 3443 2794 15241 0.78
ETHIIDI\I_QMEHECOCO 600056 19.96 24.06 7.81 N.A. N.A.  10.93 9.90 9.57 34.09 3.33
GUIZHOU BAILING

GROUP PHAR-A 002424 17.63 20.33 21.08 N.A. N.A. 2577 2722 26.39 N.A. 0.92
REALCAN

PHARMACEUTICAL 002589 16.56 31.04 7.17 8.82 750 2296 11.66 9.76 7.43 0.68
GRO-A

CQ PHARMACEUTICAL

HOLDING-A 000950 14.25 24.51 15.22 N.A. N.A. 11.22 N.A. N.A. N.A. N.A.
GUANGXI LIUZHOU

PHARMACEUT-A 603368 12.49 16.77 12.55 11.36 9.18 1261 12.33 9.87 N.A. 1.84
XIN JIANG READY

HEALTH IND-A 600090 8.63 8.96 6.64 N.A. N.A. 11.02 N.A. N.A. 16.85 4.78
HPGC

RENMINTONGTAI 600829 5.68 7.15 11.87 N.A. N.A. 1493 N.A. N.A. 21.39 N.A.
PHARMAC-A

SHANDONG XINHUA

PHARM CO-A 000756 5.57 7.31 - N.A. N.A.  15.76 N.A. N.A. N.A. 1.33
HKD (18 securities)

Median 24.57 26.05 7.81 8.86 7.48 1214 1165 10.05 14.29 2.33
Average 45.05 54.72 9.40 9.54 8.11 1344 1395 1140 22.13 2.80
SINO

BIOPHARMACEUTICAL 1177 176.22  179.67 19.26 18.76 16.47 322 3753 3221 N.A. 0.73
CSPC

PHARMACEUTICAL 1093  148.81  142.86 20.33 17.12 1412 30.02 26.03 21.16 66.00 0.97
GROUP LT

ilé\l_oHPHARM GROUP 1099 10858  207.33 7.49 7.62 6.75 1277 1176 10.37 N.A. 2.35
GUANGZHOU

BAIYUNSHAN PHARM- 874 79.40 74.34 N.A. 12.30 9.46 1220 1220 10.24 47.15 1.81
H

CHINA RESOURCES

PHARMACEUTIC 3320 5835 116.71 6.82 6.02 5.38 9.46 9.51 8.69 10.67 1.80
CHINA MEDICAL

SYSTEM HOLDING 867 35.74 35.52 10.68 9.73 8.84 1209 11.31 1028 11.98 3.33
3SBIO INC 1530 32.95 35.76 18.31 13.03 10.30 21.03 17.94 13.30 20.41 N.A.
YICHANG HEC

CHANGJIANG PHA-H 1558 25.51 25.75 10.35 8.76 7.60 1399 1154 9.93 29.19 4.04
SSY GROUP LTD 2005 2457 26.05 13.18 12.33 10.32 1876 17.01 14.12 N.A. 1.58
::.LI.JSEPHARMAGROUP 2186 24.52 25.95 8.15 7.88 737 1112 10.74 9.45 N.A. 2.21
CHINA TRADITIONAL

CHINESE ME 570 24.32 30.83 7.81 6.77 587 11.03 9.87 8.17 N.A. 2.99
TONG REN TANG

TECHNOLOGIES-H 1666 12.60 11.74 6.54 6.53 6.24 1395 1282 12.18 10.08 2.66
SIHUAN

PHARMACEUTICAL 460 11.31 4.66 151 N.A. N.A. N.A. N.A. 4.27 4.37 2.06
HLDGS

CHINA SHINEWAY

PHARMACEUTICA 2877 7.84 2.68 2.56 2.53 2.20 9.90 9.53 8.31 14.29 4.87
SHANGHAI FUDAN-

ZHANGIIANG-H 1349 5.29 4.80 15.03 N.A. N.A. 1958 19.01 15.97 17.27 1.83
CONSUN

PHARMACEUTICAL 1681 5.16 4.64 4.28 4.33 3.91 7.15 7.01 6.20 11.96 6.47
GROUP

LEE'S

PHARMACEUTICAL 950 3.34 2.78 4.03 9.91 6.34 791 13,68 10.05 N.A. 2.31
HLDGS

DAWNRAYS

PHARMACEUTICAL 2348 2.86 1.90 351 N.A. N.A. 8.38 4.74 3.66 9.07 5.24
HOLD

Source: Phillip Securities (HK) Research, Bloomberg
Risk

The launch of new products fails expectations; Industry policy risk.
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Financials

Table-6: Financial data

FYE DEC FY17A FY18A FY19E FY20E FY21E
Valuation Ratios
P/E 11.58 11.05 9.86 8.70 7.67
P/B 1.20 1.10 1.02 0.94 0.87
Dividend Yield 2.65% 2.72% 3.08% 3.49% 3.96%
Per Share Data in RMB
EPS 1.31 1.37 1.54 1.74 1.98
DPS 0.40 0.41 0.47 0.53 0.60
BVPS 12.66 13.79 14.86 16.07 17.45
Growth & Margins (%)
Growth
Revenue 8.35% 21.58% 17.91% 9.61% 9.65%
Operating Profit 23.29% 15.77% 13.46% 16.53% 14.30%
Net Profit 5.96% 9.82% 14.10% 13.24% 13.56%
Margins
Gross Margin 12.41% 13.64% 13.57% 13.91% 14.27%
Operating Profit Margin 3.57% 3.40% 3.27% 3.47% 3.62%
Net Profit Margin 3.10% 2.80% 2.71% 2.80% 2.90%
Key Ratios
ROA 3.98% 3.51% 3.24% 3.34% 3.53%
ROE 10.72% 10.63% 10.74% 11.26% 11.80%
Income Statement in mn RMB
Revenue 130,847.18 159,084.40 187,576.04 205,596.74 225,445.32
GP 16,239.33 21,694.04 25,450.33 28,600.04 32,163.76
EBIT 5,873.12 6,351.16 7,350.47 8,236.45 9,257.89
Profit before tax 5,204.81 5,343.38 6,292.30 7,125.36 8,091.25
NP 4,057.78 4,456.26 5,084.81 5,758.01 6,538.55
Minority Interest 537.14 575.20 733.28 830.36 942.92
NP attributable to shareholders 3,520.64 3,881.06 4,351.53 4,927.65 5,595.63
Balance Sheet in mn RMB
Cash and equivalents 13,569.41 16,605.56 17,435.83 18,307.62 19,223.01
Inventories 17,269.96 25,024.01 29,505.75 32,340.41 35,462.60
Account Reveivable 36,529.58 48,014.84 56,614.19 62,053.19 68,043.89
Others 1,273.31 3,627.17 3,808.53 3,998.95 4,198.90
Assets classified as held for sale 6.30 - - -
Total Current Assets 68,642.68 93,278.35 107,364.60 116,700.49 126,928.70
PP&E 9,386.26 11,007.63 11,951.00 12,975.23 14,087.23
Intangible Assets 8,092.08 14,199.10 14,341.09 14,484.50 14,629.35
Others 8,223.88 8,394.72 8,478.67 8,563.46 8,649.09
Total Non-current Assets 25,702.22 33,601.45 34,770.76 36,023.19 37,365.67
Total Assets 94,344.90 126,879.80 142,135.37 152,723.68 164,294.37
Account Payable 35,115.29 44,587.92 54,820.48 59,950.95 65,579.21
Short-term Debt 13,791.68 22,031.36 23,132.93 24,289.58 25,504.05
Others 724.53 2,090.16 2,111.07 2,132.18 2,153.50
Total Current Liabilities 49,631.81 68,709.76 80,064.47 86,372.70 93,236.76
Long-term Debt 2,958.80 9,620.30 10,101.31 10,606.38 11,136.70
Others 2,078.02 2,116.00 2,137.16 2,158.53 2,180.12
Total Non-current Liabilities 5,036.82 11,736.30 12,238.47 12,764.91 13,316.81
Total Liabilitie 54,668.63 80,446.06 92,302.95 99,137.61 106,553.57
Shareholders' Equity 34,030.84 39,013.58 42,042.92 45,473.34 49,368.78
Minority Interests 5,645.01 7,419.70 7,789.50 8,112.72 8,372.02
Total Equity 39,675.85 46,433.27 49,832.42 53,586.06 57,740.79
Cashflow Statement in mn RMB
Profit before tax 5,204.81 5,343.38 6,292.30 7,125.36 8,091.25
Depreciation&Amortization 934.37 1,302.21 1,386.08 1,476.87 1,575.16
Depreciation 721.30 935.97 1,016.18 1,103.27 1,197.83
Amortization 213.07 366.24 369.90 373.60 377.33
minus Change in Working Capital 1,418.57 10,761.26 3,002.83 3,312.51 3,663.25
minus Income tax paid 904.10 1,371.42 1,207.49 1,367.35 1,552.71
Others -2,175.20 7,083.18 -119.26 -119.26 -119.26
OCF 1,641.31 1,596.08 3,348.80 3,803.11 4,331.19
Capex -2,735.24 -2,049.29 -2,224.92 -2,415.60 -2,622.62
Change in other assets 541.41 -5,441.61 -601.78 -607.80 -613.88
ICF -2,193.83 -7,490.90 -2,826.71 -3,023.40 -3,236.50
Net change in debt 4,273.43 14,901.18 1,582.58 1,661.71 1,744.80
Others -1,112.46 -6,037.66 -1,686.31 -1,703.17 -1,720.20
FCF 3,160.97 8,863.52 -103.73 -41.46 24.59
Cash flow (net) 2,608.45 2,968.70 418.37 738.25 1,119.28

Source: Company, Phillip Securities (HK) Research
(Financial data as of December 31, 2019)
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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 2 +5% to +20%upside from the current price
-5% to +5% Neutral 3 Trade within £ 5% from the current price
-5% to -20% Reduce 4 -5% to -20% downside from the current price
<-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.
© 2020 Phillip Securities (Hong Kong) Limited
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Contact Information (Regional Member Companies)

SINGAPORE MALAYSIA
Phillip Securities Pte Ltd Phillip Capital Management Sdn Bhd
Raffles City Tower B-3-6 Block B Level 3 Megan Avenue I,
250, North Bridge Road #06-00 No. 12, Jalan Yap Kwan Seng, 50450
Singapore 179101 Kuala Lumpur
Tel:  (65) 6533 6001 Tel (603) 21628841
Fax: (65) 65356631 Fax (603) 21665099
Website:  www.poems.com.sg Website: www.poems.com.my
HONG KONG JAPAN
Phillip Securities (HK) Ltd PhillipCapital Japan K.K.
Exchange Participant of the Stock Exchange of Hong Kong Nagata-cho Bldg.,
11/F United Centre 95 Queensway 8F, 2-4-3 Nagata-cho,
Hong Kong Chiyoda-ku, Tokyo 100-0014
Tel (852) 22776600 Tel (81-3) 35953631
Fax (852) 28685307 Fax (81-3) 35953630
Websites:  www.phillip.com.hk Website: www.phillip.co.jp
INDONESIA CHINA
PT Phillip Securities Indonesia Phillip Financial Advisory (Shanghai) Co. Ltd
ANZ Tower Level 23B, No 436 Hengfeng Road,
JI Jend Sudirman Kav 33A Greentech Unit 604,
Jakarta 10220 — Indonesia Postal code 200070
Tel (62-21) 57900800 Tel (86-21) 51699400
Fax (62-21) 57900809 Fax (86-21) 63532643
Website: www.phillip.co.id Website:  www.phillip.com.cn
THAILAND FRANCE
Phillip Securities (Thailand) Public Co. Ltd King & Shaxson Capital Limited
15th Floor, Vorawat Building, 3rd Floor, 35 Rue de la Bienfaisance 75008
849 Silom Road, Silom, Bangrak, Paris France
Bangkok 10500 Thailand Tel (33-1) 45633100
Tel (66-2) 6351700 / 22680999 Fax (33-1) 45636017
Fax (66-2) 22680921 Website:  www.kingandshaxson.com

Websitewww.phillip.co.th

UNITED KINGDOM UNITED STATES
King & Shaxson Capital Limited Phillip Futures Inc
6th Floor, Candlewick House, 141 W Jackson Blvd Ste 3050
120 Cannon Street, The Chicago Board of Trade Building
London, EC4N 6AS Chicago, IL 60604 USA
Tel (44-20) 7426 5950 Tel +1.312.356.9000
Fax (44-20) 7626 1757 Fax +1.312.356.9005

Website: www.kingandshaxson.com

AUSTRALIA
PhillipCapital Australia
Level 12, 15 William Street,

Melbourne, Victoria 3000, Australia
Tel (613) 96188238
Fax (613) 92002272
Website:  www.phillipcapital.com.au
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