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Financial summary and valuation

2013 2014 2015E 2016E 2017E
Revenue (Rmbm) 739.13 864.62 811.16 951.40 1,166.80
YoY (%) 2.03 16.98 (6.18) 17.29 22.64
Netincome (Rmbm) (673.46) 2.09 72.47 133.87 172.29
YoY (%) NA NA 337258 84.72 28.70
EPS (Rmb) (0.62) 0.00 0.06 0.10 0.13
Diluted EPS (Rmb) (0.62) 0.00 0.06 0.10 0.13
ROE (%) (322.54) 0.98 15.51 22.27 22.28
Debt/asset (%) 85.52 85.66 64.57 59.13 56.01
Dividend Yield (%) 0.00 0.00 0.00 0.00 0.00
PE (x) (2.80) 904.14 31.24 16.91 13.14
PB (x) 9.04 8.86 4.85 3.77 2.93
EV/Ebitda (x) (4.83) 21.66 13.49 9.50 7.49

Note: Diluted EPS is calculated as if all outstanding convertible securities, such as convertible preferred shares, convertible
debentures, stock options and warrants, were exercised. P/E is calculated as closing price divided by each year’s EPS.
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Investment Highlights:

China NT Pharma Group became China’s largest vaccine distributor in 2009 with a market
share of 23%. Due to policy headwinds, the company terminated its vaccine businesses in
2012. After two to three years of restructuring, it has successfully transformed its business to
manufacture and sell innovative drugs.

Successful flagship product. NT Pharma’s flagship drug, Libod (doxorubicin hydrochloride
liposome injection), is used for the treatment of lymphoma, multiple myeloma and other
malignant tumours. Given its safety, we expect Libod to gain market share from traditional
anthracycline antibiotics. In 412 sample hospitals, sales of doxorubicin liposome, as
percentage of all anthracycline antibiotics, rose from 4.5% in 2011 to 16.8% in 2014. Libod is
the most successful drug in China’s doxorubicin liposome market, with a market share of 80%
in sample hospitals in 2014. We expect tender wins to drive Libod revenue to grow 50% YoY in
2015.

New drug with pending approval. In 2013, the company acquired the intellectual property
rights and patents for Xi Di Ke (uroacitides injection), a class-one new drug used in combined
chemotherapy for the treatment of advanced breast cancer and non-small cell lung cancer.
We expect the application of a new indication, myelodysplastic syndromes (MDS; pre-
leukaemia), for Xi Di Ke to be approved in end-2016. Since Xi Di Ke is one of the few drugs to
treat MDS in the market, we forecast peak sales volume of 1.6m units by 2020. Our base case
scenario indicates that peak sales revenue (excluding tax) of Rmb300m during the same
period.

Venturing out. In February 2015, the company announced plans to establish a JV with
Sinopharm Nutraceuticals, a subsidiary of Sinopharm Group (1099:HK). NT Pharma and
Sinopharm aim to develop the JV into a leading third-party drug promotion firm. By leveraging
Sinopharm’s well-established distribution network and NT Pharma’s ample promotional
experience in innovative drugs, we believe the JV will accelerate its business development.

Medical matter. We believe the stock deserves a valuation premium given its strong earnings
growth momentum. We expect earnings to rebound from Rmb2.1m in 2014 to Rmb72.5m in
15E (+3,352% YoY). NT Pharma is trading at 31x 15E PE and 17x 16E PE, while its Chinese
peers trade at an average of 29x 15E PE and 21x 16E PE. Our target price is HK$2.8, implying
40x 15E PE and 22x 16E PE. With 28% upside, we initiate coverage of NT Pharma with a BUY
recommendation.
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Transforming into an innovative player

Established in 1995 and listed in HK mainboard in 2011, NT Pharma was China’s
largest vaccine distributor with 23% market share in 2009. Company also
provided vaccine promotion and sales services for vaccine manufactures. In
order to pursue for higher returns, company exit the vaccine business in 2012. In
the future, company will mainly focuses on the production and sales of
innovative drugs.

Figure 1: History of NT Pharma
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Source: Company information, SWS Research

Company was a leader in vaccine market. Company has 23% share in China’s
vaccine distribution market in 2009. Moreover, as of 2009, 58% of vaccines were
sold by third party promotion service providers. NT Pharma took 8.7% share in
this sub-market, which made it the largest vaccine promotion service provider in
China. Company mainly focused on the distribution and sales of imported type Il
vaccines which required out-of-pocket payments. Total domestic market size of
type Il vaccines amounted to Rmb7.9bn in 2009.

Figure 2: China’s vaccine distribution Figure 3: China’s vaccine promotion market
market share split (2009) share split (2009)
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Company initiated business restructuring to adapt to policy changes.
Implemented since October 2010, the 2010 Edition of the Chinese Pharmacopeia
raised the quality standards of vaccine products. As it is complicated and time-
consuming for global vaccine producers to alter their production processes to
adapt to the requirements by Chinese authorities, the sales of imported vaccines
has slumped since late 2010. Facing policy headwinds, the return of the vaccine
business became no longer attractive to NT Pharma. As such, company decided
to gradually exit the vaccine business during 2012 and 2013. In addition,
company also terminated the low-margin promotion businesses of
dermatological drugs and OTC drugs in 2012. Company booked Rmb676m and
Rmb406m of restructuring cost in 2012 and 2013, respectively. The costs were
mainly attributable to write-down in inventories and impairment of receivables.
No restructuring cost was booked in 2014 as the restructuring was completed in
2013.

Figure 4: Revenue from vaccine business Figure 5: Operating margin of vaccine
declined business dropped
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Figure 6: Restructuring cost split (2012) Figure 7: Restructuring cost split (2013)

E % 32
142

RmMb676m Rmb406m

258
400

= Write-down of inventories

) ) = Write-down of inventories
Impairment of trade receivables

Impairment of deposits and prepayments Impairment of trade receivables
= Others Impairment of deposits and prepayments
Source: Company data, SWS Research Source: Company data, SWS Research

Future focus will be research and promotion of innovative drugs. In 2011,
merely 5% of revenue was from Libod while 54% revenue was from vaccine
business. According to our estimates, innovative drugs like Libod, Xi Di Ke and
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Shusi will account for 67% of revenue in 2015. Vaccine businesses have been
completely terminated since 2014.

Figure 8: Revenue mix upgrade
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Company’s major products include Libod, Xi Di Ke, Shusi, Zhuo’ao and Fortum. Xi
Di Ke, Shusi and Zhuo’ao are company’s proprietary drugs. Company is the sole
distributor of Libod (manufactured by Fudan Zhangjiang (1349:HK)) and Fortum
(manufactured by GSK) in China. Company will exit the sale of Fortum in May
2015 given the unattractive margins from Fortum.

Libod and Shusi recorded 127% YoY and 43% YoY sales growth in 2014. We
expect the strong sales growth in these two drugs to extend into 2015. We
estimate sales of Libod to grow by 50% YoY in 2015, mainly driven by tender wins
and channel expansion. Sales of Shusi may expand by 60% YoY in 2015 because it
may gain market share from the original drug, Siruikang by AstraZeneca.

Figure 9: NT Pharma’s key product highlights
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Figure 10: Sales forecasts of key products Figure 11: Gross profit forecasts of key

products
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Well positioned in anti-cancer market

Company’s flagship products target China’s growing anti-canter market. We
estimate Libod and Xi Di Ke to contribute 49%/3% of company’s topline and
60%/5% of its gross profit in 2015. According to data from Phama Database,
sales of anti-cancer drugs in the 412 Chinese sample hospitals grew at 12.6%
Cagr during 2012 and 2014. In 2014, anti-cancer drugs accounted for 9.8% of
total drug sales in sample hospitals, making it the fourth largest category in
terms of sales.

Figure 12: Drug sales revenue growth (YoY) in 412 sample hospitals
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Anti-cancer drugs to continue robust growth given increasing cancer incidence.
According to data from National Central Cancer Registry (NCCR), the age-
standardised incidence of cancers in China were 181 per 100,000 population.
There were 3.09m new cancer cases in 2010. In addition, as per data from NCCR,
age is significantly positively correlated with cancer incidence. The incidence rate
per 100,000 population is 1,296 for Chinese people aged over 85 while merely 15
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for those aged from 20 to 24. In addition, cancer incidence increases notably in
people aged over 45. China is experiencing fast population aging, indicating
rising cancer incidence. As per data from National Bureau of Statistics of PRC,
people aged 45 and above is 36% of overall population and people aged 35-39 is
17% of total population.

Figure 13: Age-specific incidence for cancers in China (per 100,000 population, 2010)
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Libod, the key earnings driver

Superior advantages of Libod’s liposomal dosage. Launched in 2009, Libod
(doxorubicin hydrochloride liposome injection) is a first-to-market generic to
Doxil. NT Pharma has 8-year sole distribution rights of Libod, lasting from 2011 to
2019. Doxorubicin is a kind of anthracycline antibiotics which are widely used to
treat cancers, including lymphoma, multiple myeloma, ovarian cancer, breast
cancer and other malignant tumors. As of 2014, antibiotics account for 7% of
anti-cancer drug sales in sample hospitals. Anthracycline antibiotics is a major
type of anti-cancer antibiotics, taking 96% market share in this category in 2014.

Figure 14: Market share split of anti-cancerFigure 15: Market share split of anti-cancer
drugs (2014) antibiotics
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However, traditional anthracycline antibiotics’ main adverse effect is
cardiotoxicity, which considerably limits their usefulness. The liposomal
formulations of anthracycline antibiotics are less toxic to cardiac tissue than the
non-liposomal form because a lower proportion of drug administered in the
liposome form is delivered to the heart. Hence, we expect Libod and other
liposomal formulations of anthracycline antibiotics to substitute the traditional
non-liposomal formulations.

Libod to take market share from traditional anthracycline antibiotics. In China’s
sample hospital market, growth in doxorubicin liposome (67% Cagr) outpaced
traditional anthracycline drugs (3% Cagr) during 2011 and 2014. As a result,
percentage of doxorubicin liposome sales among anthracycline antibiotics
increased from 4.5% in 2011 to 16.8% in 2014. We believe the strong growth in
doxorubicin liposome will continue due to its superior safety and effectiveness.

High market consolidation indicates sustainable margins. Libod is the largest
player in China’s doxorubicin liposome market. Its market share amounts to 80%
in 2014 in terms of sales in sample hospitals. There are merely three players in
the market. The other two are CSPC Pharmaceutical Group (1093:HK, 18% share)
and Changzhou lJinyuan (1.5% share). Hence, we expect benign pricing
competition given the high market consolidation.

Figure 16: Doxorubicin liposome outpaced Figure 17: Market share split of doxorubicin
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More tender wins to drive the growth. In February 2015, Libod became the only
doxorubicin hydrochloride liposome injection that won the bid for insured
critical illness in Zhejiang Province. Thus, sales volume of Libod in Zhejiang
Province may triple from ¢.5000 units in 2014 to ¢.15,000 units in 2015. We
expect Libod to win more tenders in 2015 which may drive its sales volume to
grow by ¢.55% YoY to 95,000 units. Figuring in 5% decrease in the average price
of Libod, we expect revenue of Libod to grow by 50% YoY in 2015.
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Figure 18: Highlights of doxorubicin hydrochloride liposome products
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Source: Yaozh.com, SWS Research

Figure 19: Revenue of Libod Figure 20: Gross profit of Libod
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Xi Di Ke, a trump card

Xi Di Ke, a class 1 new anti-cancer drug. In May 2013, NT Pharma acquired Xi Di
Ke (uroacitides injection) from Hefei Yongsheng Pharmaceutical Company with a
consideration of Rmb30.5m. Xi Di Ke is a class 1 new drug approved by China
Food and Drug Administration (CFDA) with patent expiry in 2024. Xi Di Ke is now
used in the combined chemotherapy in the treatment of advanced breast cancer
and non-small cell lung cancer. In January 2014, CFDA approved the phase Il
clinical trial for myelodysplastic syndromes (MDS), a new indication for Xi Di Ke.
MDS is now globally considered as an incurable disease. Hence, it is likely that
CFDA will speed up the approval process of the new indication. On April 1, 2015,
company announced that the research project on the MDS indication for Xi Di Ke
was admitted to the “Major New Drugs Innovation and Development” projects
shortlist of the National Ministry of Science and Technology. The approval may
be granted in end-2016.

Large market potential for Xi Di Ke. The approved indications of Xi Di Ke, non-
small cell lung cancer and advanced breast cancer, are the most common
cancers in China. Data from NCCR shows that lung cancer has the highest
incidence among Chinese men while breast cancer has the highest incidence
among Chinese women.
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Figure 21: Top 10 cancers in China by sex (age-standardised incidence per 100,000
population, 2012)
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Data from “China cancer annual report (2012)” shows that the new incidence of
non-small lung cancer, breast cancer and MDS are 640,000, 230,000 and 39,000
per annum, respectively. Considering that Xi Di Ke is not a first-line drug in
treating non-small lung cancer and breast cancer, we estimate the penetration
rates of Xi Di Ke can reach 0.6% and 1.5% in these two markets, respectively.
Nevertheless, given Xi Di Ke may be one of the few drugs that can treat MDS in
the future, we believe Xi Di Ke can achieve 40% penetration in the MDS market.
Hence, we estimate the peak sales volume of Xi Di Ke can reach 1.6m units per
annum.

We think NT Pharma may entrust the distribution of Xi Di Ke to Sihuan
Pharmaceutical Holdings (460:HK) given its long-term strategic cooperation with
Sihuan. We estimate the retail price of Xi Di Ke to be Rmb1,000 per unit while
the ex-factory price (including tax) to be Rmb250 per unit. We expect c.90%
gross margin from Xi Di Ke. We believe the sales of Xi Di Ke will ramp up quickly
thanks to the strong sales and marketing capability of Sihuan Pharmaceutical
Holdings. Under our base case scenario, Xi Di Ke will contribute Rmb22m and
Rmb108m revenue in 2015 and 2016, respectively. Our base case scenario
indicates that the peak sales of Xi Di Ke can reach Rmb300m.

Figure 22: Peak sales forecast of Xi Di Ke

Usage Ex-factory : Annual
amount L Penetration sales
. price (in No. of P
Indication Treatment protocol per . . rate of Xi Di volume
) Rmb/unit, patients .
patient Ke (in '000
: h excl. tax) ;
in units
Non-small 300ml/day (or 3 units);
cell lung 7 days per course; 2 42 215 640,000 0.6% 161
cancer courses per person
Breast 300ml/day (or 3 units);
7 days per course; 2 42 215 230,000 1.5% 145

cancer
courses per person

300ml/day (or 3 units);
MDS 14 days per course; 2-3 84 215 39,000 40.0% 1,310
courses per person

Total 1,617

Source: China cancer annual report (2012), Company data, SWS Research
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Figure 23: Scenario analysis of Xi Di Ke

2015E 2016E 2017E 2018E 2019E 2020E

Bull case scenario

Volume (000 units) 150 600 1,100 1,400 1,650 1,900
ASP (in Rmb per unit) 215 215 215 209 198 178
Sales (in Rmb m) 32 129 237 292 327 339
Base case scenario

Volume (000 units) 100 500 800 1,100 1,400 1,600
ASP (in Rmb per unit) 215 215 215 209 198 188
Sales (in Rmb m) 22 108 172 229 277 301
Bear case scenario

Volume (000 units) 80 400 700 950 1,150 1,300
ASP (in Rmb per unit) 215 215 215 209 198 182
Sales (in Rmb m) 17 86 151 198 228 237

Source: SWS Research

New growth from an old drug (Shusi)

New indication approval drives the growth. Shusi (quetiapine fumarate tablets)
is sold by the company. Its indications include schizophrenia and bipolar affective
disorder (newly approved by CFDA in December 2013). Data from Decision
Resources indicate that around 15m Chinese people suffer from affective
disorder diseases. However, due to the low awareness of mental iliness, merely
c.30% Chinese patients get diagnosed. We believe the consultation rates of
bipolar affective disorder will rise thanks to increasing awareness of the disease
among Chinese people.

Expect Shusi to gain market share. Risperidone is another drug treating
schizophrenia. However, this drug has many side effects like insomnia, anxiety,
headache, etc. Given that quetiapine is safer than risperidone, it has been taking
market share from risperidone in past 3 years. According to data from sample
hospitals, quetiapine sales grew at 9.8% cagr during 2011 and 2014 while sales of
risperidone recorded 2.7% cagr during the same period. Now the market size of
risperidone is around 80% of that of quetiapine, indicating large upside of
guetiapine sales in the future.

There are three players in China’s quetiapine fumarate tablet market, including
Seroquel (the original drug) by AstraZeneca, Qiwei by Hunan Dongting Pharm
and Shusi by NT Pharma. According to data from sample hospitals, Shusi has
7.7% market share in 2014 while Qiwei and Seroquel take 13.8% and 78.5% share,
respectively. As the selling price of Seroquel is now c.2x higher than that of Shusi
and Qiwei, we expect Seroquel to be substituted by the domestic generic drugs.
In addition, we believe Seroquel will face large price downside as the Chinese
authorities are cutting the prices of expensive drugs. It is likely that Seroquel will
quit the Chinese market given the ominous outlook of its volume and pricing. We
expect the YoY growth in the revenue of Shusi to achieve 60% in 2015 vs. 43% in
2014.
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Figure 24: Sales of Quetiapine and Figure 25: Market share split of quetiapine
Risperidone in China’s sample fumarate tablets in China’s sample
hospitals (in Rmb m) hospitals (2014)
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Figure 26: Highlights of quetiapine fumarate tablets

Va5t Gf Unit price
Manufacturer P Selling price (in Rmb) (in Rmb Tenders Reimbursement
per mg
Seroquel AstraZeneca 2000 217.4t£12b?2t?)g "y 0.054 21 Provinces NRDL (Type I1)
Qiwei H“"a;hgfr:g“"g 2003 51.0 (100mg * 30 tablets) 0.017 26 Provinces  NRDL (Type II)
Shusi NT Pharma 2007 50.5 (100mg * 30 tablets) 0.017 26 Provinces NRDL (Type II)
Source: yaozhi.com, SWS Research
Figure 27: Sales of Shusi Figure 28: Gross profit of Shusi
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Zhuo’ao, steady sales

Ambroxol, a widely used expectorant drug. Zhuo’ao (ambroxol hydrochloride
injection) takes 66% share in the expectorant drug market of China’s sample
hospitals in 2014. However, its growth has decelerated from 15% YoY in 2012 to
6% YoY in 2014. We expect the demand in ambroxol to continue growing
steadily as the incidence of respiratory diseases may climb due to the serious air
pollution in China.
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Figure 29: Steady growth in ambroxol sales
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Growth capped by capacity and competition. There are more than 60 players
manufacturing ambroxol in China. NT Pharma only has 2.25% share in China’s
sample hospital market, making it the sixth largest player in the market. We
believe the pricing of ambroxol will gradually decrease due to its fragmented
competition landscape. Moreover, the production lines of Zhuo’ao was running
at almost full capacity in 2014. Company plans to lift the annual capacity of
Zhuo’ao form 40m units in 2014 to c.50m units in 2015. Hence, we expect sales
of Zhuo’ao to pick up from 2.4% YoY in 2014 to 15% YoY in 2015.

Figure 30: Fragmented market of ambroxol
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Figure 31: Sales of Zhuo’ao Figure 32: Gross profit of Zhuo’ao
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Fortum, not main focus

Sales in antibiotic drugs to stabilize after 4 years of restrictive policies. In May
2011, then Ministry of Health of PRC initiated a 3-year campaign to crack down
the abuse of antibiotics. As a result, in China’s sample hospitals, percentage of
sales from antibiotic drugs decreased notably from 23.2% in 2010 to 15.6% in
2014. We believe China’s antibiotic consumption will stabilize from 2015 as the
impact from restrictive policies has been fading. In China’s sample hospitals,
sales of antibiotics has recovered from -4.2% YoY in 2011 to 10.5% YoY in 2014.

NT Pharma to quit the sales of Fortum given its unattractive profitability. NT
Pharma is the sole distributor of Fortum (ceftazidime injection) by GSK in China.
As of 2014, Fortum takes 25% share in the ceftazidime market of China’s sample
hospitals. As the gross margin of Fortum was as low as 30% in 2014, we believe
the drug has limited contribution to the bottom line. NT Pharma may quit the
sales of Fortum in May 2015 and focus its efforts on selling innovative drugs. We
estimate Fortum to contribute c.Rmb100m revenue and c.Rmb30m gross profit
in 1H15.

Figure 33: YoY change in antibiotic drug  Figure 34: Market share split of ceftazidime in
sales in sample hospitals sample hospitals

35.0%

30.0%

25.0%
20.0%
15.0%
10.0%
5.0% Hainan Hailing
Chemipharma,
0.0% 70.5%
-5.0%

-10.0%

O A P O O N O O ™
QQ QQ) QQ) QQD Q’\ Q'\ Q'\ Q'\ Q’\

Source: Pharma Database, SWS Research Source: Company data, SWS Research



E=J éﬂs 13 April 2015 Pharmaceuticals, Biotechnology & Life | Company In-depth Research

Figure 35: Sales of Fortum Figure 36: Gross profit of Fortum
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Joint hands with Sinopharm

Aiming to become a leader in 3™ party drug promotion industry. In February
2015, company announced to establish a new JV with Sinopharm Nutraceuticals,
a subsidiary of Sinpharm (1099:HK). Sinopharm and NT Pharma will hold 60%
and 30% stake in the JV, respectively, while the remaining 10% stake will be
owned by the JV's management team. The registered capital of the JV is
Rmb20m. NT Pharma and Sinopharm aims to develop the JV into a leader in the
third party drug promotion industry. Sinopharm is the largest pharmaceutical
distributor in China with 15-20% market share. By leveraging the well established
distribution network of Sinopharm and the abundant experiences of NT Pharma
in promoting innovative drugs, the JV will quickly ramp up its third-party drug
promotion business, in our view. Moreover, we believe the JV will also expand its
drug portfolio through acquisitions.

Figure 37: Highlights of the new JV with Sinopharm

Date of
announcement

Event Shareholding structure Investment Business focus

Company to establish a JV with 60% stake owned by Sinopharm Rmb20m registered Aiming to become a leader in
2015/2/4 Sinopharm Nutraceuticals Nutraceuticals, 30% by NT @zl 9 China's 3rd-party drug
(subsidiary of Sinopharm) Pharma and 10% by management P! promotion industry

Source: Company information, SWS Research

Earnings recovery to fuel the re-rating

We forecast earnings to rebound from Rmb2.1m in 2014 to Rmb72.5m in 2015.
Growth will be mainly driven by the strong sales in Libod, Shusi and Xi Di Ke.
Excluding the impact from terminating the sales of Fortum, the topline may
increase by 28% YoY in 2015, in our view. As innovative drugs may outgrow
generic drugs, we expect margins to improve thanks to the mix upgrade. We
estimate operating margin to increase from 0.24% in 2014 to 8.93% in 2015. As a
result, ROE may improve from 1.0% in 2014 to 15.5% in 2015.
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Figure 38: Profitability of NT Pharma
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Re-rating to be driven by earnings recovery. NT Pharma is trading at 31x 15E PE
and 17x 16E PE while its Chinese peers, on average, are trading at 29x 15E PE and
21x 16E PE. Our target price is HK$2.8, implying 40x 15E PE and 22x 16E PE. We
think the stock deserves a valuation premium given its strong earnings growth
momentum. We believe the stock is a BUY and expect 28% upside from the
current share price.

Figure 39: Comparable peers of NT Pharma

Market ~ 15E 16E
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~US$m) growth  growth

China Nt Pharma Group il BUY 3652 312 169 49 33726 847 155
Co Ltd HK

(i “’:‘e;ﬂ;igsyﬁem 867HK  N/R 42998 242 192 5.7 32,5 258 235
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Holding HK

Harbin Glona:harmaceunc— 00(2;:37 N/R 4,048.5 42.4 323 71 28.6 31.2 17.4

Yifan Xinfu PI‘Aarmaceutlcal— 00(2:('3'19 N/R 24115 29.4 23.2 4.7 32.8 26.8 14.3

Average 29.2 214 5.4 701.2 37.9 19.6

Source: Bloomberg, SWS Research Note: We use Bloomberg consensus for non-rated stocks

Catalysts and risks

Positive near-term catalysts are likely to be strong 1H15 results, the approval of
the production of Xi Di Ke in mid-2015, and the positive progresses of its JV with
Sinopharm.

We see risks of the stock primarily in larger-than-expected price cut in provincial
drug tenders and slower-than-expected progresses of its JV with Sinopharm.
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Appendix

Consolidated Income Statement

million yuan

Revenue 754 865 811 951 1,167
Cost of Sales (465) (473) (341) (363) (453)
Gross Profit 289 391 470 589 714
Other Income 7 51 0 0 0
Selling/General/Admin. Expenses (467) (346) (322) (376) (449)
EBITDA (551) 119 174 239 290
EBIT (578) 96 148 213 264
Finance Costs (75) (79) (51) (35) (35)
Profit before tax (653) 17 97 178 230
Income tax expense (21) (15) (24) (45) (57)
Minority interests 0 0 0 0 0
Profit for the year (673) 2 72 134 172

Source: Company data, SWS Research

Consolidated Cash Flow Statement

million yuan

Profit before taxation (653) 17 97 178 230
Plus : Depr. and amortisation 27 23 26 26 26
Finance cost 75 79 51 35 35
Losses from investments 403 0 0 0 0
Change in working capital 103 (14) (32) (44) 17
Others 6 (34) (43) (64) (76)
CF from operating activities (38) 71 98 131 231
CAPEX 0) (105) (10) (40) (70)
Other CF from investing activities (125) 169 19 19 (31)
CF from investing activities (125) 64 9 (21) (101)
Equity financing 0 0 182 0 0
Net change in liabilities 48 60 (300) 0 0
Dividend and interest paid (46) (79) (51) (35) (35)
Other CF from financing activities 147 0 0 0 0
CF from financing activities 149 (18) (170) (35) (35)
Net cash flow (15) 117 (62) 76 95
FCFF (427) 16 156 200 295
FCFE (455) (3) (196) 165 260

Source: Company data, SWS Research
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Consolidated Balance Sheet

million yuan 2013 2014 2015E 2016E 2017E
Current Assets 1,067 1,048 925 1,084 1,346
Bank balances and cash 489 557 495 570 716
Trade and other receivables 298 404 333 391 480
Inventories 132 84 84 99 118
Other current assets 147 3 13 23 33
Long-term investment 126 96 96 96 96
PP&E 189 264 260 285 311
Intangible and other assets 60 77 66 55 73
Total Assets 1,442 1,485 1,347 1,520 1,826
Current Liabilities 922 1,130 727 756 880
Borrowings 315 544 244 244 244
Trade and other payables 576 570 468 497 621
Other current liabilities (372) (759) (92) 23 81
Long-term liabilities 311 143 143 143 143
Total Liabilities 1,233 1,272 870 899 1,023
Minority Interests 0 0 0 0 0
Shareholder Equity 209 213 467 601 773
Share Capital 0 0 182 182 182
Reserves 209 213 285 419 592
Total Equity 209 213 467 601 773
Total Liabilities and equity 1,442 1,485 1,337 1,500 1,796

Source: Company data, SWS Research
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Key Financial Ratios

2013 2014 2015E 2016E 2017E
Ratios per share (yuan)
Earnings per share (0.62) 0.00 0.06 0.10 0.13
Diluted EPS (0.62) 0.00 0.06 0.10 0.13
Operating CF per share (0.04) 0.07 0.08 0.10 0.18
Dividend per share 0.00 0.00 0.00 0.00 0.00
Net assets per share 0.19 0.20 0.36 0.46 0.60
Key Operating Ratios(%)
ROIC (98.56) 2.18 20.27 26.38 29.03
ROE (322.54) 0.98 15.51 22.27 22.28
Gross profit margin 38.32 45.26 57.92 61.90 61.15
EBITDA Margin (73.01) 13.79 21.43 25.11 24.86
EBIT Margin (76.60) 11.11 18.25 22.40 22.65
Growth rate of Revenue(YoY) 2.03 14.65 (6.18) 17.29 22.64
Growth rate of Profit(YoY) NA NA 3372.58 84.72 28.70
Debt-to-asset ratio 85.52 85.66 64.57 59.13 56.01
Turnover rate of net assets 3.61 4.06 1.74 1.58 1.51
Turnover rate of total assets 0.52 0.58 0.60 0.63 0.64
Effective tax rate (%) (3.16) 87.96 25.00 25.00 25.00
Dividend yield (%) 0.00 0.00 0.00 0.00 0.00
Valuation Ratios (X)
P/E (2.80) 904.14 31.24 16.91 13.14
P/B 9.04 8.86 4.85 3.77 2.93
EV/Sale 3.53 2.99 2.89 2.38 1.86

Source: Company data, SWS Research
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