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Lijun International Pharmaceutical (Holding) Co., Ltd. (Reuters: 2005.HK, Bloomberg: 
2005 HK)

HK$ in mn, year-end Dec FY12A FY13A FY14A FY15E FY16E
Revenue (HK$ mn) 2,431 1,723 2,091 2,820 3,645
Net Profit (HK$ mn) 281 369 492 701 880
EPS (HK$) 0.10 0.13 0.17 0.24 0.30
DPS (HK$) 0.04 0.04 0.14 0.14 0.06
Revenue growth (%) 12.8% (29.1%) 21.4% 34.9% 29.3%
EPS growth (%) (774.6%) 31.6% 32.4% 42.7% 25.5%
ROCE 10.2% 10.7% 13.3% 18.0% 19.4%
ROE 11.7% 13.8% 17.8% 23.8% 24.6%
P/E (x) 36.8 28.0 21.1 14.8 11.8
P/BV (x) 4.2 3.6 3.9 3.2 2.6
EV/EBITDA (x) 20.5 18.1 13.8 10.3 8.3
Dividend Yield 1.0% 1.1% 3.9% 4.0% 1.6%
Source: Company data, Bloomberg, J.P. Morgan estimates.

Company Data
Shares O/S (mn) 2,930
Market Cap (HK$ mn) 10,343
Market Cap ($ mn) 1,334
Price (HK$) 3.53
Date Of Price 27 Mar 15
Free Float(%) -
3M - Avg daily vol (mn) 7.24
3M - Avg daily val (HK$ mn) 24.56
3M - Avg daily val ($ mn) 3.2
HSCEI 1,1898.09
Exchange Rate 7.75
Price Target End Date 31-Dec-15
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Lijun Group reported total FY2014 sales of HK$2,091mn from continued 
operations of Shijiazhuang No.4 Pharma, excluding Xi’an Lijun contributions. Net 
profit was HK$492mn (+33.1% Y/Y). We are encouraged by this set of strong
numbers, but even more so by the bullish outlook management spelled out at the 
analyst briefing. This reinforces our conviction that Lijun represents one of the 
most attractive small cap China health names. Reiterate OW.

 IV infusion solution sales continued strong momentum: Sales of non-PVC 
soft bag infusion solution, including vertical soft bags, reached HK$1,139mn 
(+37.0%), representing 48.3% of total sales, up from 30.3% in 2013. PP plastic 
bottle sales were HK$555.8mn, up +23.2% Y/Y. In 2014, the ASP for non-PVC 
went down by 5% and the ASP for PP bottles went down by 11%. Glass bottle 
sales were HK$245.7mn, +4.7% Y/Y, with ASP up by +12.6% as sales came 
more from high GM therapeutic solutions.

 Solid net profit growth: Overall GM went up from 44.9% to 48.3% due to a 
high proportion of sales of non-PVC soft bags and proactive cost control. The 
SG&A ratio went down from 24.8% to 23.2%, hence overall OPM went up 
from 27.5% to 29.7%, leading to overall net profit growth of 33.1% against top-
line growth of 21.4%. Accounting for Xi'an Lijun operations, Lijun would have 
recorded a gain on divesture of Xi'an Lijun of HK$61mn and total net profit of 
HK$603mn, in line with consensus. 

 Bright FY2015 outlook: The oil price decline should mean lower raw material 
cost for Lijun in FY2015, which should help the company shoulder expected 
price cuts from tenders. Lijun sees upside from fewer tenders and more direct 
online procurement of large volume solutions which should benefit 
manufacturers with scale. While vertical soft bag sales did not meet expectations 
in 2014, tenders in 2015 should greatly bolster sales. Lijun believes the 
replacement of PP bottles by single-tube soft bags and single-tube bags by 
double-outlet soft bags in some provinces and the inclusion of single-tube soft
bags into Hebei EDL should further bolster sales of high GM products. Lijun
may receive GMP certification for PP ampoule manufacturing facilities in May 
and launch PP ampoules by YE2015.
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Key catalysts for the stock price: Upside risks to our view: Downside risks to our view:

• Divesting Xi'an Lijun
• Winning tenders in major provinces for 
both EDL and non-EDL tenders 
• Clinical progress of therapeutic infusion 
solutions
• Announcement of major M&A 

• Better ramp-up of sales of standing PP soft bags 
• Recovery of antibiotics sales with selective 
relaxing of restrictions by the government 
• Winning a higher proportion of tenders from 
competitors 
• Kelun potentially makes another unexpected bid 

• Delayed launch of standing PP soft bags 
• Unexpected large price cuts of non-PVC soft bags 
• Crackdown on the use of infusion solutions 
• Perceived dilutive non-value add acquisitions 

Key financial metrics FY13 FY14 FY15E FY16E Valuation and price target basis

Revenues (LC) 1723 2091 2820 3645
Our Dec-15 price target of HK$5.20 is based on DCF valuation that 
assumes a market risk premium of 6.0% and a risk-free rate of 4.2%. 
We assume a beta of 1.0, much higher than adjusted beta of 0.327 by 
Bloomberg. We estimate free cash flow for Lijun until 2017 and assume 
a terminal growth rate of 4.0%

Revenue growth (%) -29.1% 21.4% 34.9% 29.3%
EBITDA (LC) 619 801 1114 1386

EBITDA margin (%) 35.9% 38.3% 39.5% 38.0%
Tax rate (%) 16.5% 15.3% 17.5% 18.5%

Net profit (LC) 369 492 701 880
EPS (LC) 0.13 0.17 0.24 0.30

EPS growth (%) 32% 32% 43% 26% Product mix in 2014E

DPS (LC) 0.04 0.14 0.14 0.06

BVPS (LC) 0.98 0.91 1.10 1.34
Operating cash flow (LC mn) 649 1032 791 1165

Free cash flow (LC mn) -228 517 94 251
Interest cover (x) 19.5 19.4 20.7 25.4

Net margin (%) 21.4% 23.5% 24.9% 24.2%
Sales/assets (X) 0.4 0.4 0.5 0.6
Debt/equity (%) 41.4% 44.5% 36.8% 30.3%

Net debt/equity (%) 29.7% 27.4% 35.3% 29.0%
ROE (%) 13.8% 17.8% 23.8% 24.6%

Key model assumptions FY13 FY14 FY15E FY16E

non-PVC soft bag price cut 5% 0%

Standing PP soft bag cap utilization 67% 78%
Lijunsha volume change 0% 0%

Source: Company and J.P. Morgan estimates. Source: Bloomberg, Company and J.P. Morgan estimates.

Sensitivity analysis EBITDA EPS JPMe vs. consensus, change in estimates

Sensitivity to FY15E FY16E FY15E FY16E EPS (LC) FY15E FY16E

5% change on non-PVC price -3.0% -3.5% -2.5% -3.2% JPMe old 0.254 0.299
5% cut on ASP for infusion 
solutions

-10.0% -9.0% -8.0% -10.0% JPMe new 0.238 0.299

5% cut on ASP for antibiotics -1.0% -0.8% -1.0% -0.8% % chg -6% 0%

5% Labor cost inflation -2.0% -1.8% -1.5% -1.5% Consensus 0.249 0.305

Source: J.P. Morgan estimates. Source: Bloomberg, J.P. Morgan estimates.

Comparative metrics

CMP
Mkt 
Cap

P/E (x) EV/EBITDA (x) P/BV (x) YTD

LC $Mn FY14E FY15E FY14E FY15E FY14E FY15E Stock perf.

LIJUN INT'L (OW) 3.53 1,352 14.2 11.6 10.0 8.5 3.0 1.4 (0.8)

SICHUAN KELUN-A (NC) 40.93 4,741 27.4 22.3 2.7 16.7 40.0
CHINA RESOURCE-A (NC) 27.17 2,499 24.9 21.6 15.7 13.9 12.3 34.1

QINGDAO HUAREN-A (NC) 7.7 833 42.8 38.5 3.4 2.4 8.0
SOUTHWEST PHAR-A (NC) 11.36 1,212 9.6 9.1 5.7 5.4 1.4 7.2 (3.6)

CHINA SHINEWAY (NC) 6.33 4,823 22.3 17.6 14.2 11.6 1.8 (7.5)
CSPC PHARMACEUTI (OW) 1.71 1,084 15.5 12.2 8.0 6.3 (10.1)
HUA HAN BIO-PHAR (NC) 18.84 8,832 14.3 12.8 12.9 11.8 12.1 7.7

SHANGHAI PHARM-H (N) 21.29 994 76.5
THE UNITED LABOR (NC) 3.23 678 8.0 8.5 7.9 7.5 4.8 (28.7)

Source: Bloomberg; Price as of 03/29/2015
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Earnings update

Highlights of Lijun FY2014 earnings

 Net revenue – HK$2,091mn, +21.4% Y/Y; including discontinued operations, 
net revenue would be HK$2,923mn, +6.5% Y/Y

 Operating profit – HK$474mn, +31.2% Y/Y

 Net profit – HK$492mn +33.1% Y/Y; including gain on asset disposal of 
HK$61mn and net profit of $50mn from Xi’an Lijun for the first 10 months of 
2014, net profit would be HK$602.9mn, +46.4% Y/Y

 Fully diluted EPS – HK$ 0.1669, +32.4% Y/Y

 Lijun declared a special dividend of HK$0.172 and no final dividend of FY14. 
The total dividend for 2014 was HK$0.232 per share.

Table 1: Lijun Intl. – FY14 variance analysis

Year to Dec (HKDm) FY13A FY14A FY14E* Growth Variance Consensus Variance
Turnover 1,723 2,091 3,347 21.4% -37.5% 3058.5 -31.6%
Gross profit 829 1,065 1,595 28.6% -33.2%
GPM 48.1% 50.9% 47.6% 2.9 ppt 3.3 ppt
EBIT 474 622 781 31.1% -20.4%
Net profit 369 492 606 33.1% -18.9%
EPS (HKD) 0.126 0.167 0.206 32.4% -19.0% 0.198 -15.7%

Source: Company reports and J.P. Morgan estimates. FY14E and Consensus figures accounted for Xi'an Lijun operations

Sales revenue and mix

Table 2: Lijun - infusion solutions sales

Year to Dec (HK$ million) 2011 2012 2013 2014
Infusion

PP 塑瓶输液 (PP Bottle Infusion) 386.5 442 451.3 555.8
Y/Y 31.2% 14.4% 2.1% 23.2%
非 PVC 软袋输液 (Non-PVC Soft Bag/ 
Plastic Bag Infusion)

366.5 577.8 831.5 1,139.20

Y/Y 49.0% 57.7% 43.9% 37.0%
玻璃瓶输液 (Glass Bottle Infusion) 193.5 218.8 234.6 245.7
Y/Y 11.4% 13.1% 7.2% 4.7%
Total 946.5 1,238.6 1,517.4 1,940.7
Y/Y 32.5% 30.9% 22.5% 27.9%

Source: Company reports
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Glass bottles sales increased Y/Y by 4.7% in FY14. Recall that product volume was 
down a bit in 1H14, leading to a sales decline of 22.6% in 1H14. Full-year growth of 
4.7% is quite impressive, in our view. The ASP for glass bottles was up by +12.6%, 
leading to an improvement of GM by 7ppt to 43%. Management expects continued 
strong growth of glass bottle solution sales as the company ramps up sales of 
therapeutic solutions, initially for others and eventually of their own.

Sales of soft bag infusion solutions, including sales from non-PVC soft bags and 
vertical soft bags, increased Y/Y by +37% Y/Y in full year 2014 compared to 
+41.4% in 1H14, which implies slower sales growth of non-PVC soft bag sales in 
2H14. Soft bag GM was up by about 1ppt to 57%, despite the ASP decline of soft 
bags from HK$3.0 to $2.85, mostly due to price cuts for single-outlet soft bag 
infusion solutions and overall lower prices for vertical soft bags. The GM increase 
was helped by lower manufacturing cost and by relatively stronger GM of vertical 
soft bags.

PP bottles sales were HK$555.8mn, +23.2% Y/Y in FY14, compared to 20% in 
1H14. ASP went down by 9% to HK$1.43/bottle, leading to a drop of GM from 43% 
in FY13 to 42% in FY14.

Margin trend and net profit picture

Overall GM went up from 44.9% to 48.3% due to a high proportion sales of non-
PVC soft bags and proactive cost control. The SG&A ratio went down from 24.8% 
to 23.2%, hence overall OPM went up from 27.5% to 29.7%, leading to overall net 
profit growth of 33.1% against top-line growth of 21.4%. 

The administrative expense ratio stayed largely unchanged, at 10.6% vs 10.4% in 
FY13, while selling expenses ratio went down significantly from 14.4% to 12.6%. 
Low sales marketing expenses ratio is due to improved efficiency coming from scale. 

CF/BS analysis

As at 31 December 2014, Lijun had cash and cash equivalents aggregated to 
HK$325mn, down from HK$337mn at YE2013. The cash balance is comprised of 
HK$137.6mn denominated in RMB, HK$182.6mn in HKD and HK$5.06mn in other 
currencies. Lijun carried debt of HK$871.9mn as at YE2014. The gearing ratio 
decreased to 14.4% as at YE2014 from 22.9% at YE2013. For 2014, Lijun paid an 
interim dividend of HK$0.03 per share and declared no final dividend and special 
dividend of HK$2.02. The dividend is expected to be paid out in May 2015 upon 
AGM approval.

Lijun’s inventory days went down from 97 in 2013 to 98 and accounts receivables
days from 123 to 105 while accounts payable days went up from 89 days to 128 
days, indicating much improved working capital management.

Other update and 2015 Outlook

We expect sales growth to be strong in 2015 with additional capacities, especially for 
high-GM vertical soft bags, to come online. Beyond 2016, Lijun may see approvals 
for PP ampoules and therapeutic solutions qualitatively transform the company from 
a manufacturer of low-price ok-margin infusion solutions to high-valued added 
injectable drugs, packaged as large infusion solutions or small-volume injections in 
PP ampoules.
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Tender update

Shijiazhuang No.4 Pharma has won tenders in Gansu, Ningxia, Qinghai and Hainan, 
where the company has never won tenders before. The company has also won tender 
in Hunan, Jilin and Zhejiang. Lijun won a tender in Hunan for the first time and the 
winning product, single-outlet non-PVC soft bags, carry good gross margins and the 
prices offered are attractive. The company has won tenders in Anhui for its vertical 
soft bags and double-outlet soft bag infusion solutions, which carry higher GM than 
other products.

GM may inch up with increased tender prices (some provinces raise infusion solution 
prices by 15% to ensure quality) and lower cost.

Sales and GM may improve 

Management indicated the company is taking several initiatives to enhance sales of 
existing products and gain access to new markets:

1. The company is trying to convince Shanghai and Beijing, two of the 
wealthiest cities, and Hebei, to substantially increase the proportion of the 
use of double-outlet soft bag solutions.

2. The company wants to have Hebei government include soft bags in the EDL 
list which is currently dominated by PP bottles.

3. Lijun generated a substantial amount of sales from Henan, one of the 
poorest provinces in China. Lijun intends to facilitate the switch of PP 
bottles to non-PVC soft bags and vertical soft bags there.

4. Fujian government has mandated the procurement of IV infusion solutions 
from local companies which may not have capacities to produce the amount 
demanded. Lijun has been pursued by local players to provide OEM 
products at attractive prices. Recall that Lijun has had a contract with 
Southwestern Pharma for supplying up to 20mn bags of IV infusion 
solutions in Chongqing.

Other unknown factors

Lijun has signed up an agreement with an Australia company to supply large volume 
of 5 liter solution to the US market. The products are in high demand but Baxter and 
Fresenius have somehow refused to supply them. The demand may be up to 20-30mn 
bags and the ASP is estimated to be around US$26/bag with total cost for 
manufacturing and transportation less than $10.

Lijun has been approached by a company for producing levornidazole, a Class 1.1 
antibiotics in high demand in China. The other company does not have the capacity 
to produce the product. Lijun is expected to apply for a manufacturing certificate by 
September.
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PP ampoules progressing

Lijun has acquired a manufacturer which specializes in the production of glass 
ampoules in preparation for the launch of PP ampoules. While Lijun sees the largest 
volume of sales for PP ampoules to come with distilled water as the content, it has 
files for clinical trials of many small-volume injections that will be packed in plastic 
ampoules. The company has maintained constant communications with regulatory 
authorities and gained support from the government of Hebei Province. It expects to 
receive GMP inspection by May 2015 and to have product approval by YE2015. PP 
ampoules are expected to carry GM higher than 70% .

Therapeutic infusion solutions to emerge as key drivers

Management made it clear that Lijun is very serious with the plan to upgrade product 
offering with 20% accounted for by therapeutic solutions to 50% in the future. To 
this end, the company has invested heavily in building up a strong R&D pipeline of 
Class 3.1 injectable drugs. The company highlighted key products addressing various 
conditions. Based on its strength as a producer of large volume infusion solutions, its 
pipeline focuses mostly on Class 3.1 drugs addressing the conditions below:

 Diseases caused to air pollution – anti-virals and respiratory

 Aging - drugs for the elderly, oncology and CCV

 Social stress – CNS and psychiatry

 Supplementary large-volume use infusion solutions and ampoules 

 Others with major unmet medical needs

Management is especially bullish on ibuprofen injections and sees multiple Class 3.1 
drugs to be approved starting in 2016. Ibuprofen injections are only approved in the 
US, per management so Lijun intends to be the first one to come out with a generic in 
China. In 2014, the company has already filed for clinical trials of eight Class 3.1 
products and it intends to be one of the first three to come out with a Class 3.1 generic.

Model revisions

We have revised sales forecasts after the FY14 results. Given pricing pressure and 
likely lower-than-expected sales contribution of high GM PP vertical soft bags, we 
have taken down by GM by 1.4ppt. We have also fined tuned our expense ratio 
forecasts; our revisions are summarized below.

Table 2: Lijun Intl. - Model revisions

Year to Dec (HK$ 'mn)
New Old Change

FY15E FY16E FY15E FY16E FY15E FY16E

Turnover 2,820 3,645 3,049 4,146 -7.5% -12.1%

Gross profit 1,500 1,921 1,666 2,162 -9.9% -11.1%

EBIT 904 1,135 960 1,133 -5.8% 0.2%

Net profit 701 880 747 879 -6.1% 0.2%

EPS (HKD) 0.238 0.299 0.254 0.299 -6.2% 0.1%

Gross margin 53.2% 52.7% 54.6% 52.1% -1.4% 0.6%

Source: Company data; Bloomberg
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Investment Thesis, Valuation and Risks

Lijun Group (Overweight; Price Target: HK$5.20)

Investment Thesis 

Lijun International Pharma (02005 HK) is one of the largest makers of infusion 
products in China. The company was a pioneer of producing non-PVC softbag 
injections and operates the largest “single factory” production facility for large-
volume infusion products, which gives it a cost advantage over many competitors. 

Valuation

Our Dec-15 price target of HK$5.2 is based on a DCF valuation that assumes a 
market risk premium of 6.0% and a risk-free rate of 4.2%. We assume a beta of 1.0, 
much higher than the Bloomberg adjusted beta of 0.33. We estimate free cash flow 
for Lijun until 2017 and assume a terminal growth rate of 4.0%. 

Risks to Rating and Price Target

Risks to our rating and price target include:

 Slower-than-expected sales ramp-up of vertical PP soft bags 

 Unexpected large price cut for non-PVC soft bags 

 Crackdown on the use of infusion solutions 

 Perceived dilutive non-value-added acquisitions
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Lijun Intl Pharmaceutical: Summary of Financials
Income Statement Cash flow statement

HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E

Revenues 1,723 2,091 2,820 3,645 4,219 EBIT 474 622 904 1,135 1,311

% change Y/Y (29.1%) 21.4% 34.9% 29.3% 15.7% Depr. & amortization 145 179 210 251 297
Gross Profit 829 1,065 1,500 1,921 2,217 Change in working capital (110) 345 (181) (17) (2)

% change Y/Y (19.8%) 28.6% 40.8% 28.0% 15.4% Taxes (68) (73) (89) (149) (200)

EBITDA 619 801 1,114 1,386 1,609 Cash flow from operations 649 1,032 791 1,165 1,352
% change Y/Y 18.2% 29.3% 39.1% 24.4% 16.1%

EBIT 474 622 904 1,135 1,311 Capex (903) (550) (742) (959) (1,109)

% change Y/Y 27.3% 31.1% 45.5% 25.5% 15.5% Net Interest (32) (41) (54) (55) (55)
EBIT Margin 27.5% 29.7% 32.1% 31.1% 31.1% Other 21 0 0 0 0

Net Interest (32) (41) (54) (55) (55) Free cash flow (228) 517 94 251 287
Earnings before tax 442 580 850 1,080 1,257

% change Y/Y 31.4% 31.2% 46.6% 27.1% 16.3% Equity raised/(repaid) 0 0 0 0 0

Tax (73) (89) (149) (200) (245) Debt raised/(repaid) 345 82 15 13 10
as % of EBT 16.5% 15.3% 17.5% 18.5% 19.5% Other (26) 0 0 0 0

Net income (reported) 369 492 701 880 1,011 Dividends paid (117) (403) (417) (165) (198)

% change Y/Y 31.4% 33.1% 42.7% 25.5% 14.9% Beginning cash 412 337 457 50 50
Shares outstanding 2,930 2,930 2,930 2,930 2,930 Ending cash 337 457 50 50 50
EPS (reported) 0.13 0.17 0.24 0.30 0.34 DPS 0.04 0.14 0.14 0.06 0.07

% change Y/Y 31.6% 32.4% 42.7% 25.5% 14.9%

Balance sheet Ratio Analysis

HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E HK$ in millions, year end Dec FY13 FY14 FY15E FY16E FY17E

Cash and cash equivalents 337 457 50 50 50 Gross margin 48.1% 50.9% 53.2% 52.7% 52.5%

Accounts receivable 934 703 948 1,226 1,419 EBITDA margin 35.9% 38.3% 39.5% 38.0% 38.1%
Inventories 405 280 312 342 360 Operating margin 27.5% 29.7% 32.1% 31.1% 31.1%
Others 235 76 503 473 457 Net margin 21.4% 23.5% 24.9% 24.2% 24.0%

Current assets 1,911 1,515 1,814 2,091 2,286
Sales per share growth (29.0%) 20.8% 34.9% 29.3% 15.7%

LT investments 0 0 0 0 0 Sales growth (29.1%) 21.4% 34.9% 29.3% 15.7%
Net fixed assets 2,438 2,804 3,334 4,045 4,862 Net profit growth 31.4% 33.1% 42.7% 25.5% 14.9%
Total Assets 5,057 5,073 5,922 6,931 7,966 EPS growth 31.6% 32.4% 42.7% 25.5% 14.9%

Liabilities Interest coverage (x) 19.5 19.4 20.7 25.4 29.5
Short-term loans 733 614 495 471 448
Payables 490 595 803 1,038 1,201

Others 492 517 588 653 716 Net debt to equity 29.7% 27.4% 35.3% 29.0% 24.1%
Total current liabilities 1,715 1,726 1,886 2,162 2,364 Working Capital to Sales 0.1 NM NM NM NM

Long-term debt 455 574 693 716 740 Sales/assets 0.4 0.4 0.5 0.6 0.6
Other liabilities 20 102 117 130 140 Assets/equity 1.7 1.8 1.9 1.8 1.7
Total Liabilities 2,190 2,402 2,696 3,009 3,244 ROE 13.8% 17.8% 23.8% 24.6% 23.4%

Shareholders' equity 2,866 2,670 3,225 3,921 4,721 ROCE 10.7% 13.3% 18.0% 19.4% 19.2%
BVPS 0.98 0.91 1.10 1.34 1.61

Source: Company reports and J.P. Morgan estimates.
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Important Disclosures

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for 
compendium reports and all J.P. Morgan–covered companies by visiting https://jpmm.com/research/disclosures, calling 1-800-477-0406, 
or e-mailing research.disclosure.inquiries@jpmorgan.com with your request. J.P. Morgan’s Strategy, Technical, and Quantitative 
Research teams may screen companies not covered by J.P. Morgan. For important disclosures for these companies, please call 1-800-477-
0406 or e-mail research.disclosure.inquiries@jpmorgan.com.

Date Rating Share Price 
(HK$)

Price Target 
(HK$)

18-Oct-11 OW 0.76 --

19-Mar-14 OW 3.09 3.90

01-Sep-14 OW 3.90 5.20

The chart(s) show J.P. Morgan's continuing coverage of the stocks; the current analysts may or may not have covered it over the entire 
period. 
J.P. Morgan ratings or designations: OW = Overweight, N= Neutral, UW = Underweight, NR = Not Rated

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe: 
J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] Not Rated (NR): J.P. Morgan has removed the rating and, if 
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy 
reasons. The previous rating and, if applicable, the price target, no longer should be relied upon. An NR designation is not a 
recommendation or a rating. In our Asia (ex-Australia) and U.K. small- and mid-cap equity research, each stock’s expected total return is 
compared to the expected total return of a benchmark country market index, not to those analysts’ coverage universe. If it does not appear 
in the Important Disclosures section of this report, the certifying analyst’s coverage universe can be found on J.P. Morgan’s research 
website, www.jpmorganmarkets.com. 

Coverage Universe: Wu, Sean: CSPC Pharmaceutical (1093.HK), China Medical System (0867.HK), Fosun Pharmaceutical - A 
(600196.SS), Fosun Pharmaceutical - H (2196.HK), Lijun Intl Pharmaceutical (2005.HK), MicroPort Scientific Corp (0853.HK), Mindray 
Medical (MR), Seegene, Inc. (096530.KQ), Shandong Weigao Group Medical Polymer Co. Ltd. (1066.HK), Shanghai Pharmaceutical - A 
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(601607.CH), Shanghai Pharmaceutical - H (2607.HK), Sihuan Pharmaceutical Holdings (0460.HK), Sino Biopharmaceutical (1177.HK), 
Sinopharm (1099.HK)

J.P. Morgan Equity Research Ratings Distribution, as of January 1, 2015

Overweight
(buy)

Neutral
(hold)

Underweight
(sell)

J.P. Morgan Global Equity Research Coverage 45% 43% 12%
IB clients* 56% 49% 33%

JPMS Equity Research Coverage 45% 48% 7%
IB clients* 75% 67% 52%

*Percentage of investment banking clients in each rating category.
For purposes only of FINRA/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an NR designation are not included in the table 
above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered 
companies, please see the most recent company-specific research report at http://www.jpmorganmarkets.com, contact the primary analyst 
or your J.P. Morgan representative, or email research.disclosure.inquiries@jpmorgan.com.

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based 
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues. 

Registration of non-US Analysts: Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US 
affiliates of JPMS, are not registered/qualified as research analysts under NASD/NYSE rules, may not be associated persons of JPMS, 
and may not be subject to FINRA Rule 2711 and NYSE Rule 472 restrictions on communications with covered companies, public 
appearances, and trading securities held by a research analyst account.

Other Disclosures 

J.P. Morgan ("JPM") is the global brand name for J.P. Morgan Securities LLC ("JPMS") and its affiliates worldwide. J.P. Morgan Cazenove is a marketing 
name for the U.K. investment banking businesses and EMEA cash equities and equity research businesses of JPMorgan Chase & Co. and its subsidiaries. 

All research reports made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Not all research content is 
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales 
representative.

Options related research: If the information contained herein regards options related research, such information is available only to persons who have 
received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Characteristics and Risks of Standardized Options, 
please contact your J.P. Morgan Representative or visit the OCC's website at http://www.optionsclearing.com/publications/risks/riskstoc.pdf 

Legal Entities Disclosures 
U.S.: JPMS is a member of NYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N.A. is a member of FDIC. U.K.: JPMorgan Chase N.A., London 
Branch, is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and to limited regulation by 
the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from J.P. Morgan on 
request. J.P. Morgan Securities plc (JPMS plc) is a member of the London Stock Exchange and is authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Registered in England & Wales No. 2711006. Registered Office 25 
Bank Street, London, E14 5JP. South Africa: J.P. Morgan Equities South Africa Proprietary Limited is a member of the Johannesburg Securities 
Exchange and is regulated by the Financial Services Board. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated 
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or J.P. Morgan Broking (Hong Kong) Limited (CE 
number AAB027) is regulated by the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, Seoul Branch, is 
regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (JPMAL) (ABN 52 002 888 011/AFS Licence No: 
238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence No: 238066) is regulated by 
ASIC and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant 
of the Taiwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited 
(Corporate Identity Number - U67120MH1992FTC068724), having its registered office at J.P. Morgan Tower, Off. C.S.T. Road, Kalina, Santacruz - East, 
Mumbai – 400098, is a member of the National Stock Exchange of India Limited (SEBI Registration Number - INB 230675231/INF 230675231/INE 
230675231) and Bombay Stock Exchange Limited (SEBI Registration Number - INB 010675237/INF 010675237) and is regulated by Securities and 
Exchange Board of India. Telephone: 91-22-6157 3000, Facsimile: 91-22-6157 3990 and Website: www.jpmipl.com. For non local research reports, this 
material is not distributed in India by J.P. Morgan India Private Limited. Thailand: This material is issued and distributed in Thailand by JPMorgan 
Securities (Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Securities and 
Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500. Indonesia: PT J.P. Morgan 
Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the OJK a.k.a. BAPEPAM LK. Philippines: J.P. Morgan Securities 
Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the 
Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the 
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Comissao de Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo 
Financiero is a member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange 
Commission. Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS) 
[MCI (P) 100/03/2015 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the 
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. This 
material is provided in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and 
Futures Act, Cap. 289. Recipients of this document are to contact JPMSS or JPMCB Singapore in respect of any matters arising from, or in connection 
with, the document. Japan: JPMorgan Securities Japan Co., Ltd. is regulated by the Financial Services Agency in Japan. Malaysia: This material is issued 
and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa Malaysia Berhad and a 
holder of Capital Markets Services License issued by the Securities Commission in Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a 
member of the Karachi Stock Exchange and regulated by the Securities and Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia 
Ltd. is authorized by the Capital Market Authority of the Kingdom of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and 
custody, with respect to securities business under licence number 35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad 
Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial 
Services Authority (DFSA) and its registered address is Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE.

Country and Region Specific Disclosures 
U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by JPMS plc. 
Investment research issued by JPMS plc has been prepared in accordance with JPMS plc's policies for managing conflicts of interest arising as a result of 
publication and distribution of investment research. Many European regulators require a firm to establish, implement and maintain such a policy. This 
report has been issued in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons"). This document must not be acted on or relied on by persons 
who are not relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be 
engaged in only with relevant persons. In other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in 
their home jurisdiction. Australia: This material is issued and distributed by JPMSAL in Australia to "wholesale clients" only. This material does not take 
into account the specific investment objectives, financial situation or particular needs of the recipient. The recipient of this material must not distribute it to 
any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the term "wholesale client" has the 
meaning given in section 761G of the Corporations Act 2001. Germany: This material is distributed in Germany by J.P. Morgan Securities plc, Frankfurt 
Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht. Hong Kong: The 
1% ownership disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons 
Licensed by or Registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the disclosure may 
be based on the month end data from two months prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider/market maker for derivative 
warrants, callable bull bear contracts and stock options listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx 
website: http://www.hkex.com.hk. Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of share trading, and 
that a loss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan Securities Japan Co., Ltd., will be 
receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the commission rate which was individually 
agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financial Instruments Firms: JPMorgan Securities Japan Co., Ltd., 
Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan, 
Type II Financial Instruments Firms Association and Japan Investment Advisers Association. Korea: This report may have been edited or contributed to 
from time to time by affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of 
the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures 
section above. Taiwan: This material is issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan) Limited. India: For private circulation only, 
not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This material is issued and distributed by JPMSAL in New Zealand only to 
persons whose principal business is the investment of money or who, in the course of and for the purposes of their business, habitually invest money. 
JPMSAL does not issue or distribute this material to members of "the public" as determined in accordance with section 3 of the Securities Act 1978. The 
recipient of this material must not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL. Canada: The 
information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell 
securities described herein, or solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of 
the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian 
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer 
registration requirement in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no 
circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that 
the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory of 
Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory authority in 
Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the securities described herein, 
and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded as professional clients as defined under the 
DFSA rules. Brazil: Ombudsman J.P. Morgan: 0800-7700847 / ouvidoria.jp.morgan@jpmorgan.com. 

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co. 
or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to 
JPMS and/or its affiliates and the analyst's involvement with the issuer that is the subject of the research. All pricing is as of the close of market for the 
securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change 
without notice. Past performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any 
financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not 
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this report must make its own 
independent decisions regarding any securities or financial instruments mentioned herein. JPMS distributes in the U.S. research published by non-U.S. 
affiliates and accepts responsibility for its contents. Periodic updates may be provided on companies/industries based on company specific developments or 
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announcements, market conditions or any other publicly available information. Clients should contact analysts and execute transactions through a J.P. 
Morgan subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise. 

"Other Disclosures" last revised March 28, 2015. 
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