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— Another 60% upside from CAR-T?

Wong Chi Man, CFA (cmwong@chinastock.com.hk; Tel: (852) 3689 6317);

Genescript Biotech’s (GS) existing CRO business (>80% revenue
contribution) is expected to deliver stable high-teen growth in 2017
and 2018. With the FDA’s recent approval on Novartis’ KYMRIAH
CAR-T (Chimeric Antigen Receptor T-cell inmune therapy, #4#i

JEZHETAIMZE) on Aug 31, 2017, CAR-T has become a market
star. As a leading CAR-T clinical study Company (other CAR-T
projects in China are at a very early/immature stage, Figures 1-6),
its share price has surged sharply. We believe GS’s CAR-T poten-

tial to cure Multiple myeloma (£ #1% 5 #5&, MM) has not yet been

fully revealed. With its share price down 25% from its peak, we
believe it is good time to revisit the stock.

Background: Established in 2002, GS is a life sciences research and
application service and product provider with comprehensive global
portfolio coverage. In 1H2017, GS generated approximately 83.6% of its
total revenue from life sciences research services (i.e. essentially CRO,
which is an organization that provides support to pharmaceuti-
cal, biotechnology, and medical device companies in the form of out-
sourced research services on a contract basis). The remaining 5.5%,
3.5%, and 7.4% of its total revenue comes from life sciences research
catalog products, preclinical drug development services, and industrial
synthetic biology products, respectively. The Company was listed on the
HKEXx in 2015.

CAR-T, a market star: On August 27, 2017, Gilead Sciences paid
US$11.9bn to acquire Kite for its CAR-T, which is expected to be the
second FDA-approved CAR-T after Novartis’'s KYMRIAH (approved on
Aug 31, 2017). Novartis KYMRIAH is used for B-cell Acute lympho-

blastic leukemia (BAHL 2 MEibk AN A 75, ALL), while GS's CAR-T
is indicated for MM.

GS’s CAR-T advantages over its competitors: The structure of GS'’s
CAR-T involves two light-chain antibody targeting (& fifiAlsnzl) vs.

single targeting for its competitors (EL§# IR . GS fully developed and
owns the double antibody targeting patent, and currently no competitors
have this technology know-how. Double chain antibody targeting is
more efficient than single for capturing cancer cells.

GS’s CAR-T R&D and launch schedule: Currently GS’s CAR-T clini-
cal studies (note that they are not clinical trials, as it has not submitted
data to the CFDA yet, and in China, CAR-T-related policies have not yet
been published). Currently, GS’s clinical studies include 70 patients,
and management expects to expand this to 100 patients. Based on our
understanding, we think ~100 patients are far from enough (especially
for the future Phase Il clinical trial). However, one positive development
is that management aims to file its IND application in the U.S. by end-
2017 and expects to get clinical trial approval in Q1 2018. If things go
smoothly, we expect it to take ~2 years to complete the U.S. clinical
trials, followed by a launch in ~2020.
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mmm Turnover (RHS)

Market Cap: US$1579m; Free Float: 40.18%

Price (LHS)

2015A  2016A 2017E 2018E 2019E
Revenue (USDm) 86.7 114.7 138.5 168.5 232.0
EBIT (USDm) 16.5 249 346 477 64.0
Net profit (USDm) 17.5 26.2 281 36.2 444
YoY % 182.3% 49.5% 7.2% 29.1% 22.7%
Net margin 20.2% 22.8% 20.3% 21.5% 19.1%
EPS Adj+ (USD) 00143 00157 00155 00200  0.0240
YoY % na 9.8% -1.3% 29.0% 20.0%
ROE (%) 16.6 16.0 15.4 18.3 201
Dividend yield (%) 0.0 02 0.1 01 01
PER (x) 64.0 58.6 58.9 456 38.0
PBR (x) 98 88 9.1 9.1 9.1

Source: Bloomberg

GS’s CAR-T sales outlook: Novartis' KYMRIAH price is
US$475,000, indicated for B-cell ALL. GS’s CAR-T is indicated for
MM. MM’s incidence rate is ~3-5/100,000 in China and the U.S.,
i.e. ~20,000/20,000 patients each year in China and the U.S. With
the expected life span of MM patients of ~5 years, the total market
size of MM in China and U.S could be ~200,000 patients. If GS
prices its CAR-T at RMB500,000 (or ~1/6 of Novartis’ KYMRIAH),
and if we assume it achieves a 5% market share due to its price
advantage (i.e. treating ~10,000 patients), it could generate total
revenue of about RMB5bn. Assuming a 30% profit margin, this
would generate profit of about RMB1.5bn in ~2022, or ~NRMB1bn in
2018 in terms of present value if we use a discount rate of 10%. If
we give CAR-T a 20x PER for 2018, GS’s CAR-T is worth
~HK$11.6/share, i.e. another 60% upside.

Valuation: The Company is trading at 59/46x 2017/18E Bloomberg
consensus PER (total two estimates). This valuation is still much
lower than its direct comparable CRO company Wuxi Bio (2269.hk)
(68x 2018E PER). Also, given its CAR-T potential, we believe the
current share price level after a >25% correction from its peak may
be a good entry point.

Catalysts: News flow on CAR-T.

Risk: Slower-than-expected R&D progress, competition from some
major international players with CAR-T projects indicated for MM,
such as Kite and Bluebird.
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Figure 1: CAR-T projects in China

ClinicalTrials.gov Search Results 09/27/2017

Recrultment Study Results Condtions Interventions Locations

1 Completed No Resuts Avalable *GPC3 Positve CAR-T cell + Central [aboratory In Fuda cancer hosgital,
Carcinoma Guangzhou, Guangdong, China
-CAR-T Call Immunotherapy

2 Completed No Resutts Avalable -EphA2 Positive Malignant Glloma CAR-T cell - Central ¥ In Fuda cancer hospital,
“CAR-T Call Inmunciherapy Guangznou, Guangdang, Ghina

3 CAR-T Cell Immunoiherapy for GD2 Poskive Gloma Patients Completed No Resutts Avalable -GD2 Positive Gloma CAR-T cell - Central ¥ In Fuda cancer hosgltal,
*CAR-T Cell Immunotherapy Guangzhou, Guangdong, China

4 LCTLA-4 3nd PD-1 Antibodlies Expressing MUCT-CAR-T Calls for MUCT. Recrulting No Resuits Avalable ~Atvanced Solid Tumor -Blokgical: Ant-CTLA-4PD-1 expressing - Ningoo No.S Hoepltal (NIngoo Cancer Hospital),

[ Sately ang EMcacy Ewaluation of IM19 CAR-T Calls Recrutting No Resuits Avalable -Leukemia -Blokoglcal: IM19 CAR-T - Beling hospital, Beling, China
7 Humanized CAR-T Theragy for Treatmant of B Cell Malignancy Recrulting No Resuits Avalable *Leukemia, Lymphocytic, Chronic,  +Blological: CAR-T *Hualan First People’s Hospital, Hual'an, Jiangsu,
E-Cell China
- AfMliated hospital of Xuzhou medical college,
Xuzhou, Aangsu, China
3 D30-directes Chimeric Anfigen Regapty Recnuting No Resuits Avalable -Hodgkin's Lymghoma -Blokglcal: CART30 = Chinsse ALA General Hospital, Seling, Selpng,
and Refractory CD30 Posive Lymphomas -Non-Hodgkin's Lymphoma China
3 BSCAMUCIPDA VCOBNES-CAR-T Calls Agains! Cancers No Results Avalable +Lung Cancer -Genatic: PSCAMUGT PO-L1,0r CDAOBE - The First AMilated Hospital of Sun Yat-6en
»Cancer targeting CAR-T cells University, Guangzhou, Guangdong, China
Immumotherapy = The Second AfMiiated Hospital of Guangzhou
“CAR-T Call Medical Unlversity, Guangzhou, Guangdong,
China
10 Recrulting No Resuits Avalable lapsed or : GD2-4argeted CAR-T calis =Nanjing Chikiren's Hospital, Nanjing, Jiangsu,
Meuroblastoma China
= Chiidren’s Hospital of Fudan University,
Snanghal, Shanghal, China
1 CAR-T Therapy In Relapsed or Rafractony Haematopolatic and Lymphoid Racruting No Resuits Avalable +Leukamia +Blokgical: Autolgous CAR-T -Hematoiogy Depanment, Habel Medical
Malgnancies *Lymphama University Fourth Hospital, Shijaznuang, Hebel,
China
12 the Sequential Therapy of CD19-iargeted and CO20-argated CAR-T Call Active, not recrusting No Resuits Avalable -Lymphoma, Large B-Cell, Diffuse  -Slokogical: Ant-CD15 CAR-T cells and Antl- - Southwest Hospital of Third Military Medical
Therapy for iffuse Large B Cell Lymphoma[DLSCL CD20 CAR-T cells university, Changging, Chongging, China
13 Noyel Aytgs AF-T Tharagy for B Cel lymohoma  Not yet necruting No Resuts Avalable *B Cell Lymphama ~Comaination Product: CAR-T
14 GPC3-T2-CAR-T Cels for of Cancer With GPC3 No Resuits Avalable b GRC3 tangeting CAR-T calls = The First AMilated Hospital of Sun Yat-sen
Immumotherapy University, Guangzhou, Guangdong, China
~CAR - The Sacond AfMiiated Hospltal of Guangzhou
*@PC3 Gene Inactivation Medical University, Guangzhou, Guangdong,
-T Cell China
*Squamous Cell Lung Cancer
15 @ Clinical Research of Seguential CAR-T Bndaing HSCT In the Treatmentof — Aciive, not recruiting No Results Avalable *Lymphoma, Large B-Cell, Diffuse  -Slological: CI19 or CD20 CAR T celis = Southwest Hospital of Third MIltary Medical
Relaose Refractory B-call Mallgnancies -Leukemia, Lymphocytic, Chronie,  briging HSCT University, Changging, Chongging, China
E-Cell
-Lymphomashaligniant
16 A Stugy of GPC3 Redirected Autologous T Cells for Advanced HCC Recrulting No Resuits Avalable - Carcinoma, Hepatocaliuar -Drug: TA-GPCI-CART celis - Renjl Hospital, Snangnhal Jlao Tong University
School of Medicing, Shanghal, Shanghal, China
17 A Cliniga Regearch of CAR T Cells Targeing SpCAM Posilve Cancer Recutting No Results Avalable +Calon Cancer -Blokgical: CAR-T cell Immunotherapy =IEC of Chengou Medical College, Chendu, China

PBosiive Advanced Solid Tumor
Universal CD13-CART Treating ALL

Aciive, not recruiting

Source: FDA

No Results Avalable

«Acute Leukamia

MUC1-CAR-T
+Blokgical: universal CD13-CART

-Esopnageal Carcinoma
-Pancreatic Cancer
+Prosiate Cancer

- @astric Cancer
-Hepatic Carcinoma

Ningao, Znaflang, China

- Snanghal Bloray Inc.. Shanghal, Shanghal, China
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Figure 2: CAR-T projects in China

18 CAR-T for /R B-NHL Racnating Mo Results Avaliabie *Re@pzed Non Hodgkn *Edclogical: CAR-T *the First AMiated Hospital of Soothow
Lymphama University, Suzteu, Sangzu, China
*Refaciory Nor-Hodgkin
Lymphoma
*CAR - T CD12/CD20/CO22/C020
12 Engge | Stage of CONS-CAR-TZ Cals for Patents WEn Chemotharaoy Racnating No Results Avaliabie rAcute Leukemis *Edclogical: CO1S-CAR-TZ Cels *Guanggdong General Hospital, Guangzhou,
Fesistant or Sefractory D13+ Acuie Leukemia Guangdang, China
20 Eaudy Evaatng e acy and Jafets J mrapy for Mot yet recrusing Ho Resultz Avaliatie *Lymphoma »Eiclogical: The Chimeric AnSgen Feceptor  »jangsu Cancer hospital, Nanjing, Jiangsu, China
CD1S FosEve Lymphama T Cail Immunotherapy | CAR-T)
Fal Study Evaluating She EMcacy and 3ol WER CAR-T for Liver Cancer Recruiting Ho Results Avaliabie *Liver Neoplasms *Elological: EPCAM-fargeted CAR-T cells Anhul No.2 Province Feople's Hospital, Hefel,
Anhul, Shina
2 Sty Evaluating the E¥cacy and Jafety Wien CAR-T for Somach Cancer REcniting Mo Reults Avaliabie Stmmach Keopiasms *Elciogimal: EPCAM-targeted CAR-T el Anhul Frovincidl Cancer HospRal, Hefsl, Anhul,
China
22 ETLA-2 and PO-1 Antbodes Expreszing EGTR-CAR-T Call for EGFR Recnuting Mo Rezults Avalabie *Agvanced Sold Tumor *Elciogical: ant-CTLASFD-1 expreszing *Hingto No.S Hompital (Ningte Cancer HosoRal),
Poaittee Agvanced Soild Tumer EGFR-CAR-T Mingtio, Znejang, China
2 Recriting o Result Avaliabie *Fecument o Refraciory S Cel »Eiclogical: COZE CAR-T *Affilated hosplal of Xuzhou medical colege,
Maiignancy uzhou, Aangsu, China
25 = H 5 H13 Recruiting Ho Results Avaliabie *Liver Metastases *Blological: ant-CEA CAR-T cells *University of Colorado Hospial, Aurcra,
Colorado, Unled States
*Roger Wilams Medical Canter, Frovidence,
Rhode island, Unlied States
26 Recruiting Ho Results Avallabie *Leukemia *Elological: CO1%-targeied CAR-T cels *The 3econd Hospltal of Anhul Medical Unhersity,
Hefei, Anhul, China
*Ne. 454 Hospital of People2 Liberation Army,
Man|ing, Aangsu, China
7 Racnating No Results Avaliabie Lymphama *Edclogical: CO1S-targeted CAR-T cels *The First ASliated HospRal of Anhul Medical
University, Hefel, Anhul, China
] Mot yet recrusing Ho Resultz Avaliatie HIVIAIDE *Eiclogical: CAR-T cells
F- Recriting Ho Results Avaliabie *Breast Cancer *Blological: AntHHERZ CAR-T Zouthwest Hospital of Third Military Medical
* Qwarian Cancer University, Chongging, Changgng, China
*Lung Cancer
*Gasiric Cancer
*Colorecial Cancer
*Gloma
*Fancrestic Cancer
n A Cinical Research of SCMA-Tarpeted CAR-T In B Ceil Malgnancies Racnating Mo Results Avaliabie *Leuxemia . Ant-BCMA-CA T Hospital of Third Military Medical
*Lymphoma cails University, Chongaing, Changging. China
*Mtipis Myzloma
3 5 = 5 Active, not necruling o Resultz Avaliatie *Liver Metasiases *Eiclogical: ant-CEA CAR-T calis *Roger Wiams Medical Canter, Frovidence,
Device: Sr-2pheres Rhode island, United States
Iz Recriting Ho Results Avallabie *Leukemia *Blological: Anth-CO30-CAR-fransduced T Zouthwest Hospital of Third Military Medical
*Lymphoma ceils University, Chongging, Changgng, China
33 Recruiting Ho Results Avaliabie *Repsed andior Refraciory *Elological: aliogensic CART-33 *Afflizted HospEal of Academy of Miltary Medical
CO33+ AML Sdences, Beiling. Belling. Shina
*Chinezz PLA General Hotpital, Beling, Beling,
China
S CO1s-ta ing CAR T Ceils for B Ceil 3 Compieted No Results Avaliabie 8 Csfl Lymphama *Edclogicail: CO13-argetng CAR T Ceis +Central laberatory I Fuda cancer hospkal,
Infiusion Guangzhou, Guangdang, China
EH] A Cinical Fesearch of CO20-Targeted CAR-T In § Cell Malignancies Recriting o Resultz Avaliatie *Laicemia *Eiclogical: Ami-COI0-CAR-ransduced T *Eouthwest Hospital of Third Military Medical
*Lymphoma cails University, Chongging, Changgng, China
35 ACinical Research of LeY-Taroeied CAR-T In bvelold Mallonandes Recruiting Ho Results Avallabie *Miyeioid Mialignancies *Elological: AnthLe¥-CAR-ransduced T Zouthwest Hospital of Third Military Medical
ceils. Unhversity, Chongaing, Shangging. China

Source: FDA
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Wong Chi Man, CFA (cmwong@chinastock.com.hk; Tel: (852) 3689 6317);
Figure 3: CAR-T projects in China

AChnical Research of CO33-Tarpefed CAR-T In Mysiold Malgrancies

P-BCMA-101 Tscm CAR-T Cells in the Treatment of Fabients With Muitiple

Musigma (MR

Pancreatic Carcinema

5 Chimeric Antioen Receptor (CARHJodfied
Patents Win Acute LymphocySc Leukemis

Allogeneic CAST-13 for Elgerty SeiaosedSetmdor: 0015+ A

Fatients Win Acute Lymphobiastc Leukemis

SARTIS n Fatiznt WES ALl

D15 CAR-T Cels for Fatents WEn Reiapse and Refraciory CO15+ B-ALL.

Recruiting

Recruiting

Recruting

Recruting

Source: FDA

Artive, not recrusng

No Results Avaliable

No Results Avaliable

No Results Avalisbie

No Results Avalisbie

No Results Avalisbie

No Results Avaliable

No Results Avaliable

No Results Avaliabie

No Results Avalisbie

No Results Avalisbie

No Results Avaliabie

No Results Avaliable

Mo Foesults Avaliasie

Mo Fesuits Avaliacie

Hospital of Third Milltary Medical

University, Chongging, Changging, China

*Garah Gannon Research insthute, Nashville,
Ternesses, United States
"MD Anderzon Canoer Center, Houston, Tewas,

. Hospital of Third Military Medicsl
Universty, Chongang, Chongang, China

Hospital of Third Military Medicsl

= Miyeloid & . AntH-CO33-C T

cells
* Muitipie Myeloma *Elological: P-S8CMA-101 CAR-T cells

United States

*Leukemia . AmHCO22-C T
"Lymphama ceils
*Leukemia . Am-CD123-C T

ceils

*Fancreatc Cancer

*Acute LympohoblasSc Leukemia

*Leukemia

*Zafety LTFU, Fis Receiing G013
Directed CAR T-Ceil Therapy

*Acute Lympohobiassc Leukemia

*Leukemia, Aoute Lymphoblstic

Emcell Anute Lymphocytc
Leukemia

*Dnug: TAl-meso-CART

*Genefic: Becond generafion CAR-T cells

*Elological: allogensic CART-13

*Eenetc: Freviously tneated CAST CD 13
patents

*Edclogical: Third generation CAR-T celis

*Elclogical: CART 19

*Dnag- Cyclaphosphamice:
*Drug: Fludarakine
*Biciogical: G019 CAR-T

.l
*Relpse

=Mtailgnant Gloma of Brain
*Colorecial Cartinoma
Gastic Carcinoma

* Cail Leukemia
*8 Cail Lymphoma

: CO15 CAR T cells

*Eiclogical: ant-MUCT CAR-T cels

Eiclogical: CART-13

Universty, Chongang, Chongang, China

*Renjl Hoaspital, Shanghal Aac Tong University
Sened of Mizdicine, 2ranghal, 2nangnal, Shina

~Affilated Unlon Hosoltal fo Huazhong Unhversity
of Scence and Techroiogy, Wuhan, Hubed,
China

~Affilated Hospksl of Academy of Milary Medicsl
Sdences ., Beijing, Seijng, China

*Chiness FLA General Sozpital, Being, S=ing,
China

*Mayo Cinic Arzona kaye Clinic Buliding,
Fhoenkx, Arizona, Urited Shates

*Chiidrens Hospital Los Angeles 3C CTLOMS, Los
Angees, Calfomia, United States
*Universty of Caifomia San Frantisoo 304, San
Francisto, Calfornia, Unked States

*Emary UniversEy School of MedicneWinship
Cancer institute, Aianta, Georgla, Unlied States
*Children's Heaithcars of ASanta 3C CTLOMS,
Atianta, Georgla, Unked Stales
*University of Cricago Medical Canger,
Hematciogy & Orcology, Chicago, Blincis, Unied

Ciates
*University of Kansas Cancer Center 2C,
‘Westwood, Kansas, Unked 3tates
*Unhversty of Michigan Healh System 3G
CTLO19, Ann Asbor, Michigan, United Siates
*Universty of Minnesata 5C-4. Minneapoils,
Minnesota, Unied Siaies

+Chikdren's Mercy Hospital 3C, Karsas Chy,
Missour, Urited States

»and 24 more

*Department of Hematopoiesc Sem Cell
Tranzgiantation, Beling, China

vUniversity of Pennsyivania, Friladeinia,
Fennzylvania, Unibed 2ates

*The First ASliated Hospial of Henan University
of Zoience and Technoiogy, Lucyang, Heman,
China

~Henan Cancer Hospkal, Zhengzhou, Henan,
China

*instbube of Hematology & Blood Diseases
HospEal, Tianjin, China
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Figure 4: CAR-T projects in China
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Figure 5: CAR-T projects in China
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Figure 6: CAR-T projects in China
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