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UPDATE NOTE

Beat market expectations, with Al-driven business model further validated. Fangzhou
Inc. reported FY2025 revenue of RMB 3.5bn, above our estimate of RMB 3.2bn,
representing 30% YoY growth, primarily driven by the continued expansion of its
consumer healthcare business. On the bottom line, the company recorded IFRS net
income attributable to shareholders of RMB 12.0mn, ahead of our estimate of RMB
3.0mn, marking its first full-year IFRS profitability. In our view, this result not only validates
the scalability and commercial viability of Fangzhou Inc.’s business model, but also
highlights its ongoing evolution from a traditional pharmaceutical e-commerce platform
to an Al-enabled digital chronic disease ecosystem. Within this ecosystem, the trusted and
sticky doctor-patient relationship continues to serve as a core competitive moat, while the
deeper integration of Al is becoming an important driver of operating efficiency and
service enhancement. Together, these two pillars support more personalized, higher-
value, and closed-loop healthcare services, enabling the company to deliver increasingly
resilient and visible growth despite a still-challenging external environment. In our view,

the current valuation still does not fully reflect the company’s long-term strategic value.

Al is driving an efficiency revolution in chronic disease services. During FY2025,
Fangzhou Inc. further upgraded its industry-leading “H2H Smart Healthcare Service New
Ecosystem Platform” into the “Al+H2H Service Platform”. Underpinned by a service model
in which trust remains the foundation, Al is increasingly functioning as a key lever to
unlock step-change improvements in operating efficiency. Focusing on high-frequency use
cases and core pain points in chronic disease services, the company has rolled out a series
of Al-powered tools and agents. Among them, the “Al Pre-Consult Agent” enables end-to-
end intelligent pre-consultation and helps move part of the service process upstream; the
“Al Health Manager” provides intelligent triage and improves patient matching with
appropriate physicians and specialists; while the “Al Doctor Assistant” and “Al Academic
Assistant” are designed to improve physician-side efficiency by supporting follow-up
consultation workflows as well as medical literature retrieval. Together, these applications
help enhance consultation efficiency and overall service quality. The company has also
begun pilot testing Al Digital Doctors, with the aim of further improving the accessibility,
efficiency, and user experience of online consultations through Al Avatar Doctor. As an
early mover in the “Al +Chronic Disease Management” filed, Fangzhou Inc. is leveraging
technology as a core engine to transform fragmented and traditionally cumbersome
healthcare services into a more lightweight, efficient, and precise digital healthcare

experience.
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KEY DATA

Exchange: HKEX
Ticker: 6086

Current Price: HKS1.38

52-Week Range: HKS 1.20 - 6.20
Average Volume (3M): 7.74M

Shares Outstanding (MM): 1,340
Market Capitalization (HKSMM): 1,912
Fiscal Year-End: December

FINANCIALS

In RMB Million FY24A" FY25  FY26E FY27E

Revenue 2,707 3,526 4,562 6,364

Gross Profit 516 559 729 1,012

EBIT 778 13 21 41

Non-IFRS Net 17 20 )8 2
Income
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Professional healthcare capabilities and commercial momentum are reinforcing
each other. In FY25, Fangzhou Inc. reached an important milestone by establishing
partnerships with leading pharmaceutical companies including Novo Nordisk and
Innovent Biologics, which we believe further underscores the strength of its platform
capabilities and commercialization value. Moreover, the weight loss field itself
imposes extremely high requirements on patient compliance management and long-
term health intervention—an area that constitutes the core advantage Fangzhou Inc.
has accumulated through years of in-depth engagement in the chronic disease
services sector. Drawing on its professional capabilities developed in chronic disease
services, the company’s successful entry into the GLP-1 track reflects a specific
manifestation of Fangzhou Inc.’s core capabilities. In fact, the market-validated
capability system not only supports the company in the rapid implementation of its
layout in the GLP-1 track, but also facilitates its quick entry into other chronic disease
segments and sustained expansion of business boundaries, highlighting the
scalability of its core capabilities. We believe that these cooperative relationships
reflect the market's recognition of Fangzhou Inc.’s differentiated commercialization
scenarios, which are built on high-trust doctor-patient relationships and supported
by integrated digital service capabilities. Meanwhile, GLP-1-related services have also
enabled the company to attract high-quality users characterized by stronger payment
willingness and higher health awareness. Aligned with the company’s overall “Al +
H2H” strategy, this business model remains user-centric: By integrating high-trust
doctor-patient relationships with Al-empowered service capabilities, Fangzhou Inc. is
able to deliver comprehensive, high-quality medical and health solutions, while
realizing the coordinated unification of commercial value creation and social value

embodiment.

Path to re-rating is becoming clearer. We believe the market may previously have
underestimated Fangzhou Inc.’s earnings potential, partly due to the distortion
created by legacy financial burdens such as convertible preferred shares. With those
overhangs now largely behind the company, Fangzhou Inc. appears to be
approaching a new inflection point in both profitability and valuation. Its repurchase
rate of over 85% also enhances earnings visibility and supports stronger revenue
predictability. In addition, one-off financial items have been fully cleared following
the successful completion of the rights issue in January 2026, which should further
improve the clarity of the company’s financial profile. Against this backdrop, we
believe Fangzhou Inc. is increasingly well positioned to attract broader institutional
investor attention. Fangzhou Inc.’s shares are currently trading at HK$1.38 per share,
implying a market capitalization of HK$1,912mn. We forecast CY2026 revenue of
HKS$4,994mn, corresponding to a P/S multiple of 0.4x, which remains meaningfully

below the peer group average of 3.5x.
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FINANCIALS AND VALUATION UPDATES

Figure 1:Company’s Financials 2024 — 2027E.

Unit:Million RMB 2024 1H25 2H25 2025 1H26E 2H26E 2026E 2027E
Revenue 2,707 1,494 2,033 3,526/ 1,964, 2,598 4,562 6,364
Cost of sales -2,191| -1,225 -1,741| -2,967| -1,632| -2,201 -3,833 -5,352
Gross profit 516 268 291 559 332 398 729 1,012
Other net income/(loss) -28 3 1 4 3 2 4 4
Selling and distribution expenses -356 -191 -211 -401 -236 -300 -535 -751
Administrative expenses -909 -67 -81 -147 -79 -96 -175 -223
Impairment losses on

Mpairment 10s5es 0 1 1 2 0 2 2 1
trade receivables

Profit/(loss) from operations -778 13 0 13 20 2 21 41
Finance costs -77 -1 -1 -1 -1 -8 -2 -8
Profit/(loss) before taxation -855 13 0 12 19 1 20 33
Income tax -0.03 -0.03 -0.16 -0.19 -0.05 -0.03 -0.1 -0.1
Profit/(loss) and total

comprehensive -855 12 -1 12 19 1 20 33
income for the period

Non-IFRS Adjustment Items 872 5 3 9 5 3 8 10
Non-IFRS Net Profit 17 18 3 20 24 4 28 42
Source: GLH Research; Company filings.
Figure 2: Peer Valuation Analysis.

Revenue P/S
Company Ticker Market Cap 2025A 2026E 2027E 2025A 2026E 2027E Category
Alibaba Health Information Technology Limited SEHK:241 79,582 32,807 40,102 44,948 2.4x 2.0x 1.8x Online Pharmacy Platforms
D Health International Inc. SEHK:6618 158,998 81,726 99,140 113,145 1.9x 1.6x 1.4x Online Pharmacy Platforms
Yifeng Pharmacy Chain Co., Ltd. SHSE:603939 29,934 24,636 26,783 29,577 1.2x 1.1x 1.0x Online Pharmacy Platforms
Ping An Healthcare and Technology Company Limited SEHK:1833 25,635 6,050 7,001 7,933 4.2x 3.7x 3.2x Digital Diagnostics Platforms
Medlive Technology Co., Ltd. SEHK:2192 6,140 770 972 1,185 8.0x 6.3x 5.2x Digital Diagnostics Platforms
Yidu Tech Inc. SEHK:2158 5,635 767 926 1,087 7.4x 6.1x 5.2x Digital Diagnostics Platforms
Median 3.3x 2.8x 2.5x
Mean 4.2x 3.5x 3.0x

Fangzhou Inc. SEHK:6086 3,860 4,994

Notes:

1. Data as of 3/20/2026.

2. For Hong Kong Stocks, market caps and revenues are in HKD; for China stocks,market caps and revenues are in RMB.
3. EBITDASs are in calendar year and estimates are provided by analyst consensus on Capital 1Q.

Source: GLH Research; Company filings; Capital 1Q.
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DISCLOSURES

Gelonghui Research ("GLH") is a professional publisher of investment research reports on public companies and, to a lesser extent,
private firms ("the Companies"). GLH provides investor-focused content and digital distribution strategies designed to help companies

communicate with investors.

GLH is not a FINRA registered broker/dealer or investment adviser and does not provide investment banking services. This report is
not disseminated in connection with any distribution of securities and is not an offer to sell or the solicitation of an offer to buy any
security. GLH operates as an exempt investment adviser under the so called "publishers' exemption" from the definition of investment
adviser under Section 202(a)(11) of the Investment Advisers Act of 1940. GLH does not provide investment ratings/recommendations
or price targets on the companies it reports on. Readers are advised that the research reports are published and provided solely for
informational purposes and should not be construed as an offer to sell or the solicitation of an offer to buy securities or the rendering
of investment advice. The information provided in this report should not be construed in any manner whatsoever as personalized
advice. All users and readers of GLH's reports are cautioned to consult their own independent financial, tax and legal advisors prior to
purchasing or selling securities.

Statements included in this report may constitute forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. Any statements that express or involve discussions with respect to predictions, expectations, beliefs, plans,
projections, objectives, goals, assumptions or future events or performance are not statements of historical fact and may be “forward
looking statements”. Such statements are based on expectations, estimates and projections at the time the statements are made and
involve many risks and uncertainties such as competitive factors, technological development, market demand and the company’s
ability to obtain new contracts and accurately estimate net revenues due to variability in size, scope and duration of projects, and

internal issues, which could cause actual results or events to differ materially from those presently anticipated.

The analyst who is principally responsible for the content of this report has represented that neither he/she nor members of his/her
household have personal or business-related relationships to the subject company other than providing digital content and any
ancillary services that GLH may offer. Unless otherwise indicated, GLH intends to provide continuing coverage of the covered
companies. GLH will notify its readers through website postings or other appropriate means if GLH determines to terminate coverage

of any of the companies covered.

GLH is being compensated for its research by the company which is the subject of this report. GLH may receive up to US$200,000 in
total within a year for research and potentially other services from a given client and is required to have at least a 1-year
commitment. None of the earned fees are contingent on, and GLH's client agreements are not cancellable for the content of its
reports. GLH does not accept any compensation in the form of warrants or stock options or other equity instruments that could
increase in value based on positive coverage in its reports. GLH or an affiliate may seek to receive compensation for non-research
services to covered companies, such as charges for presenting at sponsored investor conferences, distributing press releases, advising
on investor relations and broader corporate communications and public relations strategies as well as performing certain other
related services ("Ancillary Services"). The companies that GLH covers in our research are not required to purchase or use Ancillary

Services that GLH or an affiliate might offer to clients.

The manner of GLH's potential research compensation and Ancillary Services to covered companies raise actual and perceived
conflicts of interest. GLH is committed to manage those conflicts to protect its reputation and the objectivity of employees/analysts
by adhering to strictly-written compliance guidelines. The views and analyses included in our research reports are based on current
public information that we consider to be reliable, but no representation or warranty, expressed or implied, is made as to their
accuracy, completeness, timeliness, or correctness. Neither we nor our analysts, directors, officers, employees, representatives,
independent contractors, agents or affiliate shall be liable for any omissions, errors or inaccuracies, regardless of cause, foreseeability
or the lack of timeliness of, or any delay or interruptions in the transmission of our reports to content users. This lack of liability
extends to direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal
fees, losses, lost income, lost profit or opportunity costs. All investment information contained herein should be independently
verified by the reader or user of this report. For additional information, all readers of this report are encouraged to visit GLH's website

https://www.gelonghui.com.
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