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1-3Q2019 Shareholders’ Profit Up 24.0% YoY, In Line
20194 Bif 37 I AR 1+ F) [7] L 39 1 24.0%,  #&5 TH

% ® CSPC Pharmareleased unaudited 1-3Q2019 results. A summary is presented below:
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= Table-1:CSPC Pharma's Unaudited 1-3Q2019 Results Summary

o

[ 1-3Q2019 (RMB) YoY 3Q2019 (RMB) YoY
Revenue 16,761 mn 27.5% 5,583 mn 27.4%
Shareholders' profit 2,811 mn 24.0% 933 mn 22.3%
Basic EPS 0.4515 24.3% 0.1502 22.9%
Gross Profit Margin 70.9% 5.7ppts 73.0% 5.1ppts
Operating Profit Margin 21.0% (0.7)ppt 21.2% (0.8)ppt
Net Profit Margin 16.8% (0.5)ppt 16.7% (0.7)ppt

Source: the Company, Guotai Junan International.
Note: Presentation currency for financial statements has changed to RMB from HK$ since the beginning of 2019.

® 1-3Q2019 revenue/ shareholders' profit surged YoY by 27.5%/ 24.0% to RMB16,761 mn/ RMB2,811 mn,
respectively, accounting for 73.8%/ 73.8% of our full-year forecast and basically in line with our
expectation. Innovative drug business continued to be a major growth driver to the Company, with sales
increasing by 51.9% YoY to RMB9,525 mn, mainly supported by robust growth of NBP and oncology franchise
which delivered YoY sales growth of 35.7% and 170.7%. With changes on sales strategy, common generic
drugs merely recorded aggregate sales of RMB3,862 mn, up 6.0% YoY. Despite a fall in price, sales of Vitamin
C bulk drug business increased by 15.3% YoY to RMB1,596 mn, mainly attributable to the additions of different
specifications which boosted sales volume. Due to uninterrupted sluggish market demand, sales of antibiotics
bulk drug decreased YoY by 17.2% to RMB715 mn. Sales of other business delivered stable YoY growth of
8.2% to RMB1,063 mn. Gross profit margin was largely improved YoY by 5.7 ppts to 70.9%, mainly resulted
from higher proportion of sales from innovative drugs which have a relatively higher profit. Nevertheless,
dragged by increasing S&D expense ratio (38.5%, +4.3 ppts YoY), rising R&D expense ratio (9.0%, +2.0 ppts
YoY) and slashed prices of Vitamin C bulk drug, operating profit margin/ net profit margin dropped by 0.7 ppt
YoY/ 0.5ppt YoY to 21.0%/ 16.8%, respectively. The Company did not propose an interim dividend for
1-3Q2019.
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® 1-3Q2019 results revealed that the Company's operation is quite stable and its growth momentum remains
strong, with sound anti-risk ability and R&D capability. Therefore, we still hold to the opinion that the Company is
a target for medium-term to long-term investment. Currently, our TP for the Company is HK$19.00 with
investment rating of "Buy". We will consider raising the TP of CSPC Pharma and maintaining the
investment rating of "Buy" in our next Company Report, given faster and stronger-than-expected
innovative pipeline layout disclosed previously during the Shanghai R&D Day.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index

Time Horizon: 6 to 18 months

(@]
Rating Definition §
Buy BYN Relative Performance>15%; g
or the fundamental outlook of the company or sector is favorable. =
Accumulate ==, Relative Performance is 5% to 15%; %
or the fundamental outlook of the company or sector is favorable. z
(0]
Neutral g Relative Performance is -5% to 5%; i
or the fundamental outlook of the company or sector is neutral.
Reduce V=S Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell FH Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark:  Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform Mg Relative Performance>5%;
or the fundamental outlook of the sector is favorable.
Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral. o
Underperform T AT Relative Performance<-5%; T
Or the fundamental outlook of the sector is unfavorable. %
—
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DISCLOSURE OF INTERESTS

(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.

(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.

(3) Except for CH TIANBAO GP (01427 HK),KAISA GROUP (01638 HK),GUOTAI JUNAN | (01788 HK),JXR (01951 HK),BANK OF
GANSU (02139 HK),JINSHANG BANK (02558 HK),ZHONGLIANG HLDG (02772 HK),BINHAI INVESTMENT (02886 HK),CAM
SCSMALLCAP (03157 HK),HAITIAN ANTENNA (08227 HK),Guotai Junan and its group companies do not hold equal to or more than
1% of the market capitalization of the issuer mentioned in this Research Report.

(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months.

(5) Guotai Junan and its group companies are not making a market in the securities mentioned in this Research Report.

(6) Guotai Junan and its group companies have not employed an individual serving as an officer of any issuers mentioned in this Research
Report. There is no officer of any issuers mentioned in this Research Report associated with Guotai Junan and its group companies.
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DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan”). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or be
contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in
any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would subject
Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2019 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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