BOCOM Int’l Research
Flash Note

Healthcare

Sino Biopharmaceutical (1177 HK)

Expect robust FY17 results; strong catalyst lies ahead
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Expect strong FY17: We are optimistic on Sino Biopharm’s (SBP) FY17 financial
performance, expecting 10% sales growth and 30% earnings growth (19% YoY on
adjusted basis) for FY17. Robust sales growth should be driven by the rapid uptake
of new products launched in 4Q17, strong volume growth of major oncology
products upon entry into the latest National Reimbursement Drug List (NRDL), and
much-relieved pricing pressure for Runzhong (entecavir). Substantial savings on
sellingand administrative expenses could drive higher earnings growth, in our view.
SBP will announceits FY17 resulton 22 March, 2018.

Significant new product launch on the horizon: SBP’s first novel anti-cancer drug
Anlotinib (sales potential of RMB3bn-6bn per annum under our estimates) was
granted priority review by CFDA for production approval in April 2017. We anticipate
its likely launch for lung cancer treatment in 2Q18. We project sales of
RMB160m/720m/1,800m for Anlotinib in 2018-20, representing 1%/3%/6% sales
contributions.

Beijing Tide transaction completed: SBP’s acquisition of an additional 24% equity
interest in Beijing Tide was completed on 1 March 2018. Upon the completion,
Beijing Tide has become a 57.6%-owned subsidiary of SBP instead of an associate
company, and thus its financials will be consolidated from March 2018 onwards. We
believe the transactionis slightly dilutiveto SBP’s EPS in 2018/19, considering SBP’s
issuance of new shares to fund the deal. Nonetheless, Beijing Tide’s strong product
portfolio and robust pipelineshould help further strengthen SBP’s leading position
in China’s pharmaceutical market.

Maintain Buy and HK$20.50 TP: SBP remains our favorite HK-listed pharma stock.
We keep our2017-19 EPS estimates unchanged, and reaffirmour Buy ratingand TP
of HK$20.50 (46% upside potential). The stockis tradingat2019E P/E of 29x and PEG
of 1.1, which we consider attractive. Risks include more extensive and severer-than-
expected pricecuts, heightened competition, and setbacks in drug development.
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Rating System

Analyst Stock Ratings:

Analyst Industry Views:

Buy: The stock's total return is expected to exceed that of the
correspondingindustryoverthe next 12 months.

Neutral: The stock's total return is expected to be inline with
thatof the corresponding industry overthe next 12 months.

Sell: The stock's total return is expected to be below that of the
correspondingindustryoverthe next 12 months.

Not-Rated: The analyst does not have conviction regarding the
outlook ofthe stock's totalreturn relative to that ofthe
correspondingindustryoverthe next 12 months.

Outperform: The analyst expects the industry coverage
universe to be attractive relative to the relevant broad market
benchmark overthe next 12 months.

Market perform: The analyst expects the industry coverage
universeto beinline with the relevant broad market
benchmark overthe next 12 months.

Underperform: The analyst expects the industry coverage
universe to be unattractive relative to the relevant broad
marketbenchmark overthe next 12 months.

Broad market benchmarkfor Hong Kong is the Hang Seng
Composite Index, for China A-shares is the MSCI China A Index,
for US-listed Chinese companies is S&P US Listed China 50
(USD) Index.
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Analyst certification

The authors of this report, hereby declare that: (i) all of the views expressed in this report accurately reflect their personal views about any and all of the subject
securities orissuers; and (i) no part of any of their compensation was, is, or will be directly orindirectly related to the specific recommendations or views expressed
in this report; (i) no insider information/ non-public price-sensitive information in relation to the subject securities or issuers which may influence the
recommendations were being received by the authors.

The authors of this report further confirm that (i) neither they nor their respective associates (as defined in the Code of Conduct issued by the Hong Kong Securities
and Futures Commission) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of the report; (ii))
neither they nor their respective associates serve as an officer of any of the Hong Kong listed companies covered in this report; and (iii) neither they nor their
respective associates have any financial interests in the stock(s) covered in this report except for one coverage analyst who is holding shares of Shimao Property
Holdings Limited.

Disclosure of relevant business relationships

BOCOM International Securities Limited, and/or its associated companies, has investment banking relationship with Bank of Communications, Guolian Securities
Co. Ltd., ,Bank of Zhengzhou Co. Ltd., Human Health Holdings Limited, COFCO Meat Holdings Limited, Hebei Yichen Industrial Group Corporation Limited, China
Aircraft Leasing Group Holdings Limited, Orient Securities Company Limited, Wuxi Construction and Development InvestmentCo.China Development Bank Financial
Leasing Co., Ltd, Phoenix Healthcare Group ,Co. Ltd, Everbright Securities Company Limited, China First Capital Group Limited, Jiayuan International Group Limited,
Luzhou Xinglu Water (Group) Co., Ltd., Postal Savings Bank of China Co., Ltd., China Merchants Securities Co., Limited, Shandong International Trust Co., Ltd,
Guangdong Kanghua Healthcare Co., Ltd CSC Financial Co., Ltd, BOCOM International Holdings Company Limited, HPC Holdings Limited, Guotai Junan Securities Co.,
Ltd, Zhongyuan Bank Co., Ltd, Sichuan Energy Investment Development Co., Ltd and Light Year Holdings Limited within the preceding 12 months.

BOCOM International Global Investment Limited currently holds more than 1% of the equity securities of Orient Securities Company Limited.
BOCOM International Global Investment Limited currently holds more than 1% of the equity securities of Everbright Securities Company Limited.
BOCOM International Global Investment Limited currently holds more than 1% of the equity securities of Guolian Securities Co., Ltd.

BOCOM International Global Investment Limited currently holds more than 1% of the equity securities of Guotai Junan Securities Co., Ltd.

BOCOM International Prosperity Investment Limited currently holds more than 1% of the equity securities of China YuHua Education Corporation Ltd.

Disclaimer

By accepting this report (which includes any attachment hereto), the recipient hereof represents and warrants that he is entitled to receive such report in
accordance with the restrictions set forth below and agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may
constitute a violation of law.

This report is strictly confidential and is for private circulation only to clients of BOCOM International Securities Ltd. This report is being supplied to you strictly on
the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form by any means or (ii)
redistributed or passed on, directly orindirectly, to any other person in whole or in part, for any purpose without the prior written consent of BOCOM International
Securities Ltd.

BOCOM International Securities Ltd, its affiliates and related companies, their directors, associates, connected parties and/or e mployees may own or have positions in
securities of the company(ies) covered in this report or any securities related thereto and may from time to time add to or dispose of, or may be interested in, any such
securities. Further, BOCOM International Securities Ltd, its affiliates and its related companies may do and seek to do business with the company(ies) covered in this
report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy them
from customers on a principal basis and may also perform or seek to perform investment banking, advisory, underwriting, financing or other services for or relating to
such company(ies) as well as solicit such investment, advisory, financing or other services from any entity mentioned in this report. In reviewing this report, an investor
should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

The information contained in this report is prepared from data and sources believed to be correct and reliable atthe time of issue of this report. This report does
not purport to contain all the information that a prospective investor may require and may be subject to late delivery, interruption and interception. BOCOM
International Securities Ltd does not make any guarantee, representation or warranty, express or implied, as to the adequacy, accuracy, completeness, reliability
or fairness of any such information and opinion contained in this report and accordingly, neither BOCOM International Securities Ltd nor any of its affiliates nor its
related persons shall be liable in any manner whatsoever for any consequences (including but not limited to any direct, indirect or consequential losses, loss of
profits and damages) of any reliance thereon or usage thereof.

This report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst BOCOM International Securities Ltd’s
clients generally and does not have regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive
this report. The information and opinions in this report are not and should not be construed or considered as an offer, recom mendation or solicitation to buy or
sell the subject securities, related investments or other financial instruments thereof.

The views, recommendations, advice and opinions in this report may not necessarily reflect those of BOCOM International Securities Ltd or any of its affiliates, and
are subject to change without notice. BOCOM International Securities Ltd has no obligation to update its opinion or the information in this report.

Investors are advised to make their own independent evaluation of the information contained in this research report, consider their own individual investment
objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and other aspects
before participating in any transaction in respect of the securities of company(ies) covered in this report. The securities of such company(ies) may not be eligible
for sale in all jurisdictions or to all categories of investors.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation, rule or other registration or licensing
requirement.

BOCOM International Securities Ltd is a subsidiary of Bank of Communications Co Ltd.
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