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B 1: ZAHRA

#EZ12A318 (ARRFEEH) FY16A FY17A FY18F FY19F FY20F
2k 37 258,388 277,717 300,667 337,963 392,097
A0 4,647 5,283 5,472 6,229 6,899
FIRAA 4,617 5,251 5,428 6,229 6,899
HR% 55 FR A A (RMB) 1.669 1.898 1.962 2.251 2.493
%A% & (RMB) 0.50 0.57 0.59 0.68 0.75
& E (x) 19.8 17.4 16.8 14.6 13.2
BB (%) 1.5 1.7 1.8 2.0 2.3
1 4 & (x) 2.87 2.59 2.33 2.09 1.58
IR IRBAEK (%) 22.1 13.7 3.4 14.8 10.7
BmEEBAR (%) 4.5 4.9 26.8 17.8 (2.7)
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Income statement of target medical device company

Dec-ended (RMBm) 2015 2016 2017 1H18 2H18 2018 2019 2020
Operating revenue 16,257 22,377 30,708 16,103 17,069 33,172 38,147 43,869
Y-0-y change 37.6% 37.2% 8.0% 15% 15%
Gross profit 1,804 2,433 3,091 1,757 1,892 3,649 4,196 4,826
GPM 11.1% 10.9% 10.1% 10.9% 11.1% 11.0% 11.0% 11.0%
Opex (1,225) (1,630) (2,036) (1,207) (1,281) (2,488) (2,861)  (3,290)
Opex to sales 7.5% 7.3% 6.6% 7.5% 7.5% 7.5% 7.5% 7.5%
EBT 579 803 1,055 550 611 1,161 1,335 1,535
Tax (134) (220) (257) (131) (147) (279) (320) (369)
Tax rate 23.1% 27.4% 24.4% 23.9% 24.1% 24% 24% 24%
Net profit after tax 445 583 798 418 464 882 1,015 1,167
Net profit attributable to owners 287 328 489 251 296 547 629 723
M 158 255 309 167 169 335 386 443
Sinopharm core earnings 4,617 5,251 5,428 5,428 6,229 6,899
Sinopharm's diluted EPS (RMB) (No target
. 1.367 1.669 1.898 1.962 2.251 2.493
device company and no new shares)
Sinopharm's total number of Shares in
millions (assuming 204.561102m new 2,767 2,767 2,767 2,818 2,972 2,972
shares to be issued)
Going to own 60% of this target device company
Combined earnings (Sinopharm + target device coompany) 5,611 6,859 7,622
Diluted EPS (RMB) (combined) 1.991 2.308 2.565
[Changes % 1.5% 2.5% 2.9%
FA KRR N8 5HE, BAEIER (F#) L h
B 3: BH&ERASREfEpE
SOTP method (P/E and DCF method)
FY19F FY19F Equity value TP (HKD)
Core business GPM FY19F EPS (HKD) Valuation basis Target P/E x (HKD m)
Pharmaceutical distribution 7.3% 1.559 FY19F EPS x target P/E (FY19F) 19.0 81,940 59.0% 29.61 59.0%
(0.5SD above its past five year forward P/E mean)
Retail pharmacy 24.2% 0.242  DCF method (End-FY19F; 10-yr) WACC=10.0%; g=3.0% 29.7 17,394  12.5% 6.29 12.5%
Other business 43.0% 0.173 FY19F EPS x target P/E (FY19F) 14.0 6,709 4.8% 242 48%
Internet sales 16.0% 0.129 DCF method (End-FY19F; 10-yr) WACC=10.6%; g=3.0% 31.0 8,945 6.4% 3.23  64%
Sub-total 8.6% 24.0 114,988 82.8% 41.56 82.8%
China National Medicine Corp 0.177 FY19F EPS x target P/E (FY19F) 20.0 9,811 7.1% 3.55 7.1%
(1 SD above its past five year forward P/E mean)
China National Accord Medicine Corp 0.253 FY19F EPS x target P/E (FY19F) 20.0 14,016 10.1% 5.07 10.1%
(1 SD above its past five year forward P/E mean)
Sub-total 2.533 138,816 17.2% 50.17 17.2%
| 10% discount to overall total
Target Price 17.8 124,934 100.0% | 45.15| = TP

FHRR: NaA%IE, BEEE (F8) FLP
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3mth avg PB-  PB- Target
th Mktcap PE PE  PE3yrEpS Divyld eviebitda EV/Ebitda EViEbitda PB-  FYIBF  FYI9F Target  EV/EBITDA
Name Ticker Last (USSm)  (US$m) FY17 FYI8F FYI9F Cagr PEG  FY17 FYU  FYBF  FYBF  FY17 (x) (x) Cons. TP PIEFY19F FY19F
Unadj avg 167 153 142 142 11 20 126 119 10.6 17 17 16 158 119
Median 74 145 U7 14.6 11 18 104 105 9.2 19 17 15 16.0 108
SINOPHARM-H 1099HK 3810 25 13485 174 166 147 108 154 18 104 95 84 254 228 205 4150 16.1 91
SHANGHAIPHARMEH ~ 2607hK ~ 20.45 104 8482 136 124 107 28 097 22 129 115 01 1% 128 119 2541 133 125
BAIYUNSHANPHH 874 HK 2885 16.2 8224 198 123 147 165 075 16 241 176 163 197 189 173 3145 16.0 178
KINGWORLD 110K 090 00 71 9.6 NA  NA NA  NA 38 55 NA NA 088 NA NA NA NA NA
CHNARESOURCES ~ 3320HK  12.74 58 10216 232 198 167 166 119 09 10.1 88 76 191 141 131 1363 179 8.1
WA R R BIHIE, BAZIER (F#) FTRLH
B 5 ABLTESFRE)MAILEZAFHNEZHTERBE (Y&: TEEER)
190 A
180 A
170 - +25D=16.5x
|
160 1 ' +1SD=15.4x
15.0 1
140 1 W Mean=14.3x
130 1 | -15D=13.2x
120 4
-25D=12.1x
11.0
28-Jun-13 28-Jun-14 28-Jun-15 28-Jun-16 28-Jun-17 28-Jun-18
FA KRR BIHIE, BEIER (FH) ST
3
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old New old New old New
Year Ended Dec (RMB m) FY16 FY17 FY18F FY18F Diff FY19F FY19F Diff FY20F FY20F Diff
Total revenue 258,388 277,717 299,362 300,667 0% 336,584 337,963 0% 390,551 392,097 0%
Y-o-y change 13.8% 7.5% 7.8% 8.3% 12.4% 12.4% 16.0% 16.0%
Cost ofsales (237,717)  (254,640) (274,519) (274,577) 0% (308,375) (308,955) 0% (357,609) (358,765) 0%
Gross profit 20,671 23,077 24,842 26,090 5% 28,209 29,008 3% 32,943 33,332 1%
Y-o-y change 11.0% 11.6% 7.7% 13.1% 5.4% 13.6% 11.2% -2.4% 16.8% 14.9% -1.9%
GPM 8.0% 8.3% 8.3% 8.7% 0.38% 8.4% 8.6% 0.20% 8.4% 8.5% 0.07%
Otherincome 272 400 374 376 0% 429 431 0% 493 495 0%
Distribution and selling expenses (6,619) (7,383) (7,739) (8,599) 11% (8,650) (9,395) 9% (10,154) (10,900) 7%
% to total revenue 2.6% 2.7% 2.6% 2.9% 0.3% 2.6% 2.8% 0.2% 2.6% 2.8% 0.2%
General & administrative costs (4,110) (4,187) (4,490) (4,510) 0% (5,049) (5,069) 0% (5,975) (5,999) 0%
% to total revenue 1.6% 1.5% 1.5% 1.5% 0.0% 1.5% 1.5% 0.0% 1.5% 1.5% 0.0%
Operating profit 9,941 11,506 12,614 12,981 3% 14,510 14,543 0% 16,813 16,433 2%
Y-0-y change 11.4% 15.7% 9.6% 12.8% 3.2% 15.0% 12.0% -3.0% 15.9% 13.0% -2.9%
Operating margin 3.8% 4.1% 4.2% 4.3% 0.1% 4.3% 4.3% 0.0% 4.3% 4.2% -0.1%
Other gains -net 411 359 24 89 265% 29 53 79% 43 66 54%
Finance income 291 321 301 301 0% 287 367 28% 305 370 21%
Finance costs (2,223) (2,855) (2,993) (3,627) 21% (3,262) (3,587) 10% (3,324) (3,670) 10%
Finance costs-net (1,932) (2,534) (2,692) (3,325) 24% (2,975) (3,219) 8% (3,018) (3,299) 9%
Share of results of associates 232 441 486 662 36% 558 761 36% 642 876 36%
Earnings before tax (reported) 8,925 10,173 10,806 10,782 0% 12,553 12,568 0% 14,973 14,571 -3%
Tax expenses (2,033) (2,305) (2,420) (2,415) 0% (2,774) (2,778) 0% (3,354) (3,220) -4%
Taxrate 22.8% 22.7% 22.4% 22.4% 0.0% 22.1% 22.1% 0.0% 22.4% 22.1% -0.3%
Net profit after Ml (Reported) 4,647 5,283 5,309 5,472 3% 5,995 6,229 4% 6,889 6,899 0%
M 2,244 2,585 3,076 2,895 -6% 3,784 3,561 -6% 4,730 4,452 -6%
Y-0-y change 23.6% 13.7% 0.5% 3.6% 3.1% 12.9% 13.8% 0.9% 14.9% 10.7% -4.2%
Underlying net profit 4,617 5,251 5,309 5,428 2% 5,995 6,229 4% 6,889 6,899 0%
Net margin (underlying) 1.8% 1.9% 1.8% 1.8% 0.0% 1.8% 1.8% 0.1% 1.8% 1.8% 0.0%
Y-0-y change 22.1% 13.7% 1.1% 3.4% 2.3% 12.9% 14.8% 1.8% 14.9% 10.7% -4.2%
Core EPS (in RMB) 1.669 1.898 1.919 1.962 2% 2.166 2.251 4% 2.490 2.493 0%
Y-0-y change 22.1% 13.7% 1.1% 3.4% 2.3% 12.9% 14.8% 1.8% 14.9% 10.7% -4.2%
Total Dividend 1,384 1,577 1,593 1,628 2% 1,798 1,869 4% 2,067 2,070 0%
DPS (Total) (in RMB) 0.500 0.570 0.576 0.589 2% 0.650 0.675 4% 0.747 0.748 0%
Dividend payout ratio 30.0% 30.0% 30.0% 30.0% 0.0% 30.0% 30.0% 0.0% 30.0% 30.0% 0.0%
Y-0-Y change
Total revenue 13.8% 7.5% 7.8% 8.3% 0.5% 12.4% 12.4% 0.0% 16.0% 16.0% 0.0%
Gross profit 11.0% 11.6% 7.7% 13.1% 5.4% 13.6% 11.2% -2.4% 16.8% 14.9% -1.9%
Distribution and selling expenses 10.4% 11.5% 4.8% 16.5% 11.7% 11.8% 9.3% -2.5% 17.4% 16.0% -1.4%
General & administrative costs 11.3% 1.9% 7.2% 7.7% 0.5% 12.4% 12.4% 0.0% 18.4% 18.3% 0.0%
Underlying net profit 22.1% 13.7% 1.1% 3.4% 2.3% 12.9% 14.8% 1.8% 14.9% 10.7% -4.2%
% to Sales
Total revenue 100.0% 100.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0% 100.0% 100.0% 0.0%
Gross profit 8.0% 8.3% 8.3% 8.7% 0.4% 8.4% 8.6% 0.2% 8.4% 8.5% 0.1%
Distribution and selling expenses 2.6% 2.7% 2.6% 2.9% 0.3% 2.6% 2.8% 0.2% 2.6% 2.8% 0.2%
General & administrative costs 1.6% 1.5% 1.5% 1.5% 0.0% 1.5% 1.5% 0.0% 1.5% 1.5% 0.0%
Earnings before tax (reported) 3.5% 3.7% 3.6% 3.6% 0.0% 3.7% 3.7% 0.0% 3.8% 3.7% -0.1%
Underlying net profit 1.8% 1.9% 1.8% 1.8% 0.0% 1.8% 1.8% 0.1% 1.8% 1.8% 0.0%

AR AN A AR, BREIELS (BB T3
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Year Ended Dec (RMB m) 1H15 2H15 1H16 2H16 1H17 2H17 1H18 2H18F
Revenue breakdown

Pharmaceutical distribution 104,718 112,763 118,674 125,210 130,393 131,242 138,510 143,900
Y-0-y change 16.4% 12.6% 13.3% 11.0% 9.9% 4.8% 6.2% 9.6%
% to total revenue 94.3% 97.2% 94.3% 94.5% 94.6% 93.8% 93.9% 93.9%
Retail pharmacy 4,095 4,620 4,873 5,328 5,684 6,658 7,054 7,744
Y-0-y change 46.3% 48.8% 19.0% 15.3% 16.6% 25.0% 24.1% 16.3%
% to total revenue 3.7% 4.0% 3.9% 4.0% 4.1% 4.8% 4.8% 5.1%
Other business operations 2,245 2,116 2,341 1,962 1,690 2,049 1,922 1,537
Y-0-y change 9.4% 3.5% 4.3% -7.3% -27.8% 4.5% 13.7% -25.0%
% to total revenue 2.0% 1.8% 1.9% 1.5% 1.2% 1.5% 1.3% 1.0%
Total revenue 111,057 116,012 125,888 132,499 137,768 139,949 147,486 153,181
Y-0-y change 17.1% 10.2% 13.4% 14.2% 9.4% 5.6% 7.5% 9.5%

FA KRR N AR, BREIELR (BB SRR

B 10: BHERLFHERMA

old New old New

Year Ended Dec (RMB m) FY16 FY17 FY18F FY18F Diff FY19F FY19F Diff FY20F
Revenue breakdown

Pharmaceutical distribution 243,883 261,636 280,855 282,410 1% 314,519 316,218 1% 366,430
Y-o0-y change 14.0% 7.3% 7.3% 7.9% 0.6% 12.0% 12.0% 0.0% 15.9%
% total revenue 94.4% 94.2% 93.8% 93.9% 0.1% 93.4% 93.6% 0.1% 93.5%
Retail pharmacy 10,202 12,342 15,067 14,798 2% 18,900 18,562 2% 22,453
Y-o0-y change 17.1% 21.0% 22.1% 19.9% -2.2% 25.4% 25.4% 0.0% 21.0%
% total revenue 3.9% 4.4% 5.0% 4.9% -0.1% 5.6% 5.5% -0.1% 5.7%
Other business operations 4,303 3,740 3,440 3,459 1% 3,165 3,182 1% 3,214
Y-o0-y change -1.3% -13.1% -8.0% -7.5% 0.5% -8.0% -8.0% 0.0% 1.0%
% total revenue 1.7% 1.3% 1.1% 1.2% 0.0% 0.9% 0.9% 0.0% 0.8%
Total revenue 258,388 277,717 299,362 300,667 0% 336,584 337,963 0% 392,097
Y-0-y change 13.8% 7.5% 7.8% 8.3% 0.5% 12.4% 12.4% 0.0% 16.0%

TR R NS AR, BEREIER (BB TR
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Year Ended Dec (RMB m) 1Q17 2Q17 1H17 3Q17 4Q17 2H17 1Q18 2Q18 1H18 3Q18 4Q18 2H18
Total revenue 68,425 69,343 137,768 70,863 69,086 139,949 72,693 74,793 147,486 76,284 76,897 153,181
Y-0-y change 9.3% 9.5% 9.4% 7.4% 3.8% 5.6% 6.2% 7.9% 7.1% 7.6% 11.3% 9.5%
Costs of sales (63,135) (63,740) (126,875) (64,999)  (62,766) (127,765) (66,942) (67,776) (134,719) (69,571) (70,287) (139,858)
Gross Profit 5,289 5,603 10,892 5,865 6,320 12,184 5,751 7,017 12,768 6,713 6,609 13,322
GPM 7.7% 8.1% 7.9% 8.3% 9.1% 8.7% 7.9% 9.4% 8.7% 8.8% 8.6% 8.7%
Y-0-y change 4.8% 8.2% 6.5% 12.8% 20.5% 16.6% 2.3% 16.1% 9.5% 6.3% -6.0% -0.1%
Otherincome 0.0 211.7 211.7 0.0 188.1 188.1 58.8 87.5 146.3 105.6 123.9 229.5
Distribution and selling expenses (1,642) (1,669) (3,311) (1,807) (2,265) (4,072) (2,073) (2,130) (4,204) (2,198) (2,198) (4,395)
sellingexpenses to sales ratio 2.4% 2.4% 2.4% 2.5% 3.3% 2.9% 2.9% 2.8% 2.9% 2.9% 2.9% 2.9%
Y-0-y change 5.2% 6.0% 5.6% 10.9% 22.1% 16.9% 18.8% 18.4% 18.6% 13.0% -12.8% -1.4%
General and administrative cost (950) (956) (1,907) (1,256) (1,025) (2,280) (1,119) (1,138) (2,257) (1,127) (1,127) (2,253)
Admin cost to sales ratio 1.4% 1.4% 1.4% 1.8% 1.5% 1.6% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Y-0-y change -8.4% 1.8% -3.5% 10.5% 2.7% 6.9% 10.8% 10.3% 10.6% -16.7% -1.2% -9.7%
Operating profit (reported) 2,697 2,977 5,674 2,802 3,030 5,832 2,559 3,748 6,307 3,389 3,285 6,674
OPM (reported) 3.9% 4.3% 4.1% 4.0% 4.4% 4.2% 3.5% 5.0% 4.3% 4.4% 4.3% 4.4%
Y-0-y change 10.1% 11.8% 11.0% 15.0% 26.6% 20.8% -10.7% 16.7% 3.8% 12.3% -2.6% 4.6%
Other gains -net 36 (6) 30 (66) 395 330 (91) 143 51 19 19 37
Finance income 0 0 152 0 0 169 0 0 145 78 78 156
finance costs 0 0 (1,150) (816) (888) (1,704) 0 0 (1,824) (902) (902) (1,803)
Finance costs -net (413) (585) (998) (816) (719) (1,535) (744) (934) (1,678) (824) (824) (1,647)
Share of results of associates 0 238 238 0 203 203 0 338 338 162 162 324
Profit before tax 2,319 2,836 5,156 1,921 3,097 5,017 1,783 3,381 5,164 2,852 2,767 5,618
Tax expense (505) (620) (1,125) (490) (690) (1,179) (404) (733) (1,137) (639) (639) (1,279)
Taxrate 21.8% 21.9% 21.8% 25.5% 22.3% 23.5% 22.6% 21.7% 22.0% 22.4% 23.1% 22.8%
Net profit after minority interests 1,252 1,511 2,763 897 1,623 2,520 843 1,836 2,679 1,431 1,362 2,793
Mi 562 705 1,267 534 784 1,318 536 812 1,349 781 766 1,547
Y-0-y change 22.8% 0.1% 9.2% -16.0% 54.5% 19.0% -4.6% 15.2% 6.4% 46.3% -2.3% 17.4%
Underlying net profit 1,422 1,313 2,735 1,149 1,367 2,515 1,088 1,547 2,635 1,431 1,362 2,793
Net margin (underlying) 2.1% 1.9% 2.0% 1.6% 2.0% 1.8% 1.5% 2.1% 1.8% 1.9% 1.8% 1.8%
Y-0-y change 21.7% -1.4% 9.4% -15.5% 80.3% 18.8% -28.0% 9.2% -10.0% 15.8% -10.5% 1.5%
g-0-q change 87.6% 7.7% -12.5% 19.0%

Y-0-Y change

Total revenue 9.3% 9.5% 9.4% 7.4% 3.8% 5.6% 6.2% 7.9% 7.1% 7.6% 11.3% 9.5%
Gross Profit 4.8% 8.2% 6.5% 12.8% 20.5% 16.6% 8.7% 25.2% 17.2% 14.5% 4.6% 9.3%
Distribution and selling expenses 5.2% 6.0% 5.6% 10.9% 22.1% 16.9% 26.3% 27.7% 27.0% 21.6% -3.0% 7.9%
General and administrative cost -8.4% 1.8% -3.5% 10.5% 2.7% 6.9% 17.7% 19.0% 18.4% -10.3% 10.0% -1.2%
Underlying net profit 21.7% -1.4% 9.4% -15.5% 80.3% 18.8% -23.5% 17.8% -3.7% 24.6% -0.4% 11.0%
% to Sales

Total revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Gross Profit 7.7% 8.1% 7.9% 8.3% 9.1% 8.7% 7.9% 9.4% 8.7% 8.8% 8.6% 8.7%
Distribution and selling expenses 2.4% 2.4% 2.4% 2.5% 3.3% 2.9% 2.9% 2.8% 2.9% 2.9% 2.9% 2.9%
General and administrative cost 1.4% 1.4% 1.4% 1.8% 1.5% 1.6% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Profit before tax 3.4% 4.1% 3.7% 2.7% 4.5% 3.6% 2.5% 4.5% 3.5% 3.7% 3.6% 3.7%
Underlying net profit 2.1% 1.9% 2.0% 1.6% 2.0% 1.8% 1.5% 2.1% 1.8% 1.9% 1.8% 1.8%
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Profit & Loss (RMBm) FY16A FY17A  FY18F FY19F  FY20F Financial Ratios FY16A FY17A FY18F FY19F FY20F
Revenue 258,388 277,717 300,667 337,963 392,097 Gross profit margin (%) 8.0 8.3 8.7 8.6 8.5
Revenue growth (%) 13.8 7.5 8.3 12.4 16.0 Operating profit margin (%) 3.8 4.1 4.3 4.3 4.2
Cost of sales (237,717) (254,640) (274,577) (308,955) (358,764) Underlying profit margin (%) 1.8 1.9 1.8 1.8 1.8
Gross profit 20,671 23,077 26,090 29,008 33,332 Net debt/equity (%) 4.5 4.9 26.8 178  (2.7)
Other income/(expense) 0 0 0 0 0 Net debt/total assets (%) 0.9 1.0 5.5 3.8 (0.7)
Operating expenses (10,729) (11,570) (13,109) (14,465) (16,899) Current ratio (%) 133 131 125 126 132
Operating profit 9,941 11,506 12,981 14,543 16,433 Dividend payout (%) 30.0 30.0 30.0 30.0 30.0
Operating profit growth (%) 11.4 15.7 12.8 12.0 13.0 Interest cover (x) 4.5 4.0 3.6 4.1 4.5
Other non-operating inc/(exp) 683 759 464 483 561 Dividend cover (x) 3.3 3.3 3.3 3.3 3.3
Finance income 291 321 301 367 370 Acct. receivable turnover days 94.6 95.1 96.0 93.9 91.1
Finance expenses (2,223) (2,855) (3,627) (3,587) (3,670) Acct. payable turnover days 96.6 95.6 92.3 90.6 89.2
Associates & JCE 232 441 662 761 876 Inventory turnover days 36.9 37.6 39.3 39.1 371
Profit before taxation 8,925 10,173 10,782 12,568 14,571 Cash cycle days 34.9 37.2 42.9 42.5 38.9
Taxation (2,033) (2,305) (2,415) (2,778) (3,220) Dupont Analysis FY16A FY17A FY18F FY19F FY20F
Non-controlling interests (2,244) (2,585) (2,895) (3,561) (4,452) Tax burden (%) 52.1 51.9 50.7 49.6 47.3
Net profit 4,647 5,283 5,472 6,229 6,899 Interest burden (%) 89.8 88.4 83.1 86.4 88.7
Other Adjustments on UP (30) (32) (44) 0 0 Operating profit margin (%) 3.8 4.1 4.3 4.3 4.2
Underlying Profit 4,617 5,251 5,428 6,229 6,899 Asset turnover (x) 1.7 1.7 1.7 1.7 1.8
Underlying profit growth (%) 22.1 13.7 3.4 14.8 10.7 Leverage ratio (x) 4.8 4.9 4.8 4.8 4.4
EPS (RMB) 1.680 1.909 1.977 2.251 2.493 ROA (%) 3.1 3.2 3.0 3.1 3.1
Underlying EPS (RMB) 1.669 1.898 1.962 2.251 2.493 ROE (%) 14.9 15.7 14.6 15.0 13.6
Underlying EPS growth (%) 22.1 13.7 34 148 10.7 FARR: » A HAE, BREER (F8) L

DPS (RMB) 0.50 0.57 0.59 0.68 0.75

DPS growth (%) 22.0 14.0 3.2 14.8 10.7

AR IR N8 3R, BAZIER (F#) FFRLH

Balance Sheet (RMBm)  FY16A FY17A  FY18F FY19F  FY20F Cashflow (RMBm) FY16A FY17A FY18F FY19F FY20F
Fixed assets 6,752 7,796 9,374 9,731 10,102 EBIT 8,925 10,173 10,782 12,568 14,571
Associates & JCE 3,331 5,064 5,317 5,583 5,862 Depreciation & amortization 906 976 1,027 1,095 1,160
Others 14,868 11,836 13,058 13,972 14,742 Interest expense 0 0 0 0 0
Non-current assets 24,952 24,696 27,749 29,286 30,706 Change in working capital (128) (8,844)(10,194) (1,398) (4,382)
Inventories 25,760 26,769 32,303 33,951 38,996 Tax paid (2,046) (2,409) (2,415) (2,778) (3,220)
Debtors & prepayments 74,923 84,204 90,770 100,541 114,781 Other operating cashflow 1,601 1,771 2,725 2,545 2,546
Bank deposits & cash 32,077 33,870 38,244 43,058 52,429 Operating activities 9,258 1,667 1,925 12,033 10,675
Others 0 0 0 0 0 Capex (1,212) (1,750) (2,255) (2,366) (1,960)
Current assets 132,760 144,843 161,317 177,550 206,205 Free cash flow 8,046 (82) (330) 9,667 8,714
Bank & other borrowings 22,363 30,163 47,000 48,750 48,605 Disposal of non-current assets 494 35 202 224 290
Trade & payables 66,746 66,613 72,270 81,110 94,307 Associates & JCE (net) (276) (44) 0 0 0
Taxation 856 886 700 806 934 Interest received 67 0 0 0 0
Others 9,773 13,215 9,470 10,659 12,373 Dividends received 122 97 116 139 167
Current liabilities 99,737 110,876 129,441 141,324 156,219 Other investing cashflow (801) (885) (854) (934) (903)
Bank & other borrowings 11,135 5,441 1,706 2,106 2,268 Investing activities (1,606) (2,547) (2,791) (2,936) (2,406)
Others 2,306 1,952 1,997 2,043 2,091 New loans raised 42,578 46,743 45,955 36,079 40,464
Non-current liabilities 13,442 7,393 3,703 4,150 4,359 Repayment of loans (40,252) (39,076) (37,523) (37,435) (36,021)
Net assets 44,532 51,270 55,921 61,363 76,333 Dividends paid (1,613) (2,138) (2,102) (2,117) (2,367)
Share capital 2,767 2,767 2,767 2,767 2,767 Other financing cashflow (990) (2,872) (1,090) (809) (975)
Premium & reserves 29,044 32,491 36,342 40,943 55,030 Financing activities (277) 2,657 5,239 (4,282) 1,101
Shareholders' funds 31,811 35,258 39,109 43,710 57,797 Inc/(dec) in cash 7,374 1,777 4,373 4,815 9,370
Non-controlling interests 12,722 16,012 16,813 17,653 18,536 Cash at beginning of year 24,721 32,077 33,870 38,244 43,058
Total equity 44,532 51,270 55,921 61,363 76,333 Foreign exchange effect (18) 16 0 0 0
BVPS (RMB) 11.5 12.7 141 15.8 20.9 Cash at end of year 32,077 33,870 38,244 43,058 52,429
A KR 8RR, BEIER (F#) SR FA R ANA I, BEIEE (5B R
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Information Disclosures

Stock ratings, sector ratings and related definitions

Stock Ratings:

Buy: A return potential of 10 % or more relative to overall market within 6 — 12 months.

Neutral: A return potential ranging from -10% to 10% relative to overall market within 6 — 12 months.

Sell: A negative return of 10% or more relative to overall market within 6 =12 months.

Sector Ratings:

Overweight: The sector will outperform the overall market by 10% or higher within 6 =12 months.

Neutral: The sector performance will range from -10% to 10% relative to overall market within 6 =12 months.

Underweight: The sector will underperform the overall market by 10% or lower within 6 — 12 months.

Interest disclosure statement

The analyst is licensed by the Hong Kong Securities and Futures Commission. Neither the analyst nor his/her associates serves as an
officer of the listed companies covered in this report and has no financial interests in the companies.

Guosen Securities (HK) Brokerage Co., Ltd. and its associated companies (collectively “Guosen Securities (HK)”) has no disclosable
financial interests (including securities holding) or make a market in the securities in respect of the listed companies. Guosen
Securities (HK) has no investment banking relationship within the past 12 months, to the listed companies. Guosen Securities (HK)
has no individual employed by the listed companies.

Disclaimers

The prices of securities may fluctuate up or down. It may become valueless. It is as likely that losses will be incurred rather than
profit made as a result of buying and selling securities.

The content of this report does not represent a recommendation of Guosen Securities (HK) and does not constitute any
buying/selling or dealing agreement in relation to the securities mentioned. Guosen Securities (HK) may be seeking or will seek
investment banking or other business (such as placing agent, lead manager, sponsor, underwriter or proprietary trading in such
securities) with the listed companies. Individuals of Guosen Securities (HK) may have personal investment interests in the listed
companies.

This report is based on information available to the public that we consider reliable, however, the authenticity, accuracy or
completeness of such information is not guaranteed by Guosen Securities (HK). This report does not take into account the particular
investment objectives, financial situation or needs of individual clients and does not constitute a personal investment
recommendation to anyone. Clients are wholly responsible for any investment decision based on this report. Clients are advised to
consider whether any advice or recommendation contained in this report is suitable for their particular circumstances. This report is
not intended to be an offer to buy or sell or a solicitation of an offer to buy or sell the securities mentioned.

This report is for distribution only to clients of Guosen Securities (HK). Without Guosen Securities (HK)’s written authorization, any
form of quotation, reproduction or transmission to third parties is prohibited, or may be subject to legal action. Such information
and opinions contained therein are subject to change and may be amended without any notification. This 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 Guosen
Securities (HK) and its group companies to any registration or licensing requirement within such jurisdiction.
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