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COMPANY UPDATE

Sino Biopharmaceutical (1177 HK)

Expects 1H23 Revenue To Be Flat From 1H22; Lowers 2023 Revenue Growth
Guidance To Single Digits

Sino Biopharm expects 1H23 revenue to be flat yoy. The sluggish revenue growth was
mainly due to: a) the COVID-19 outbreak significantly impacted the company’s 1Q23
sales performance, and b) oncology products failed to maintain their sales momentum
in 2Q23. The company has also lowered its yoy revenue growth guidance from double
digits to single digits for 2023. Maintain HOLD with a lower target price of HK$3.70.

WHAT’S NEW

¢ Sino Biopharmaceutical (Sino Biopharm) expects 1H23 revenue to be flat yoy, and has
lowered its revenue growth target for 2023 from double digits to single digits.

STOCK IMPACT

o Expects 1H23 revenue to be flat yoy. According to our channel check, Sino Biopharm may
have experienced a decline in revenue in 1Q23 due to the impact of the COVID-19 outbreak.
Anlotinib, in particular, registered a significant decrease in 1Q23. The gradual recovery in its
business operations may lead to a mild increase in revenue growth in 2Q23, but is unlikely to
support a double-digit sales expansion in 1H23. According to management, 1H23 revenue is
likely to be flat yoy. Moreover, the company’s blockbuster, Anlotinib, generated
approximately Rmb4b in sales in 2022. In addition, with the approval for 1L SCLC for the
combination therapy of Anlotinib + PD-L1 + chemo expected to only come in 1H24, Anlotinib
is likely to see a mild increase in sales growth in 2023. Another key product, Annike
(Penpulimab monoclonal antibody, co-developed with Akeso Inc. (9926 HK/NOT RATED),
generated sales revenue of approximately Rmb500m in 2022), may also experience slower
expansion in 2023 as the transfer of manufacturing agreement with Akeso Inc. has been
slow. Hence, management has guided down domestic revenue and earnings yoy growths
from double digits to single digits in 2023.

KEY FINANCIALS

Year to 31 Dec (Rmbm) 2021 2022 2023F 2024F 2025F
Net turnover 26,861.4 28,780.4 30,240.2 33,3322 36,744.3
EBITDA 5,114.8 6,881.4 7,188.2 8,076.1 9,035.2
Operating profit 4,191.8 5,861.3 6,112.1 6,916.4 7,744.0
Net profit (rep./act.) 14,608.4 2,543.6 2,636.6 2,993.1 3,359.6
Net profit (adj.) 2,564.8 2,986.3 3,136.6 3,493.1 3,859.6
EPS (Fen) 13.7 16.0 16.8 18.8 20.7
PE (x) 23.1 19.7 18.8 16.9 15.3
P/B (x) 2.0 2.0 1.9 1.9 1.8
EV/EBITDA (x) 12.8 9.5 9.1 8.1 7.3
Dividend yield (%) 2.2 3.3 3.3 3.3 3.3
Net margin (%) 54.4 8.8 8.7 9.0 9.1
Net debt/(cash) to equity (%) (8.8) 1.8 (13.3) (18.6) (30.1)
Interest cover (x) 16.6 15.7 14.1 16.5 19.2
ROE (%) 62.1 8.5 8.8 9.7 10.5
Consensus net profit - - 3,444 4,060 4,362
UOBKH/Consensus (x) - - 0.91 0.86 0.88

Source: Sino Biopharm, Bloomberg, UOB Kay Hian
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HOLD

(Maintained)

Share Price HK$3.43
Target Price HK$3.70
Upside +8.0%
(Previous TP HK$4.80)
COMPANY DESCRIPTION

Sino  Biopharmaceutical is a leading
pharmaceutical provider in China. It offers a
broad range of drugs in the theraputic areas
of cardio cerebral vascular diseases,
hepatitis, oncology, analgesic, respiratory,
and diabetic medicines etc.
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o Started consolidating financials of F-Star in Mar 23. On 8 Mar 23, the company 2022 REVENUE BY SEGMENT
completed the acquisition of all the issued and outstanding shares of F-star Therapeutics,
Inc. (F-star, a clinical-stage biotech firm pioneering bispecifics in immunotherapy) for a total
consideration of US$161m. Sino Biopharm expects the acquisition to strengthen its oncology
franchise and pipeline, build an integrated biologics platform, and accelerate the clinical | ., . ceretra
development of its global multi-centre trials. With its strength in bispecific development, F- 10%
star has generated licensing income from collaborating with various global partners on R&D
of bispecifics. It reported revenue of US$3.68m and net loss of US$49.49m in 9M22. Since
Mar 23, F-star has entered the second and third licence agreement with Takeda on its Respirator.
proprietary fully-human Fcab™ and tetravalent mAb® ™ platforms to research and develop
next-generation multi-specific immunotherapies for patients with cancer, which will bring F-
star an undisclosed upfront payment and potential future milestone payments of up to  Source: Sino Biopharm, UOB Kay Hian
approximately US$1b. Given considerably high R&D expenses, we believe the consolidation
of F-star will bring substantial disruption for Sino Biopharmaceutical’s financial performance
in the next few years. Management states that it is streamlining the pipeline and expects F-
star to achieve cash flow breakeven 2024. We have not included F-star’s financials in our
forecasts given the unclear allocation of upfront and milestone payments in the next few
years.

.. Hepatitis
3%

Surgery/
_analgesia

Innovative product launches well on track. The company has launched an increasing
number of innovative products to the market, and innovative products are expected to
contribute around 30%/35%/40% of total revenue in 2023/24/25, respectively. It obtained
Annike (Penpulimab monoclonal antibody) injection’s new indication approval for the
treatment of first-line locally advanced or metastatic squamous non-small cell lung cancer

(NSCLC) with chemotherapy in Jan 23. F-627 (Yilishu, {83 #F, Efbemalenograstim alpha) is

a new generation of long-acting granulocyte colony-stimulation factor (G-CSF) that
stimulates the proliferation and differentiation of neutrophil precursors, preventing the side
effects of chemotherapy-induced neutropenia in cancer patients and avoiding the resultant
reduction in the dose of chemotherapy drugs or delay in their administration, which may
affect the effectiveness of tumour treatment. Yilishu received market approval in China in
May 23 and is expected to generate sales revenue of Rmb400m in 2023. TQB2450 (Anti-
PD-L1 mAb), has initiated several head-to-head studies in China, including the Phase IlI
clinical trials of TQB2450 combined with Anlotinib in treating first-line SCLC vs Keytruda
used alone. Sino Biopharm expects TQB2450 to become one of the important
complementary products to Anlotinib in 1H24.

¢ Actively engages in BD opportunities to enrich pipeline. Besides focusing primarily on
in-housing R&D, the company also actively engages in business development opportunities
by targeting to licence 10-15 products in three years, to further enrich its pipeline with
potential first-in-class and best-in-class drug candidates. It targets to complete five BD
projects in 2023 and has completed three ytd, including: a) it has entered into an exclusive
commercial cooperation agreement with Jiangsu ProteLight Pharmaceutical & Biotechnology
Co., Ltd. for PL-5, an antimicrobial peptide product for the treatment of secondary wound
infections, in China; b) It has obtained the exclusive commercialisation right from Boan
Biotechnology Co., Ltd. for Denosumab Injection (Boyoubei, a human immunoglobulin G2
monoclonal antibody of the RANK ligand) in Mainland China; and c) It has also formed a
partnership with Gmax Biopharm International Ltd. and obtained greater China rights to
develop and commercialise the obesity candidate GMA-106.

EARNINGS REVISION/RISK

o We lower our revenue growth assumptions from 13.1% yoy to 5.1% yoy for 2023 to reflect
the company’s lower revenue growth guidance.

¢ Risks include: a) possible failure in R&D and new product launches; and b) intensifying
market competition.

VALUATION/RECOMMENDATION

¢ Maintain HOLD and target price of HK$3.70, based on SOTP valuation, comprising: a)
HK$1.72/share at 9x 2023F PE for existing drugs, and b) NAV-derived pipeline value of
HK$1.98/share (10.1% WACC, 3.5% perpetual growth rate).

Refer to last page for important disclosures. 2
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PROFIT & LOSS BALANCE SHEET

Year to 31 Dec (Rmbm) 2022 2023F 2024F 2025F  Year to 31 Dec (Rmbm) 2022 2023F 2024F 2025F
Net turnover 28,7804 30,240.2 33,3322 36,7443 Fixed assets 8,480.3 94211 104823 11,636.1
EBITDA 68814 71832 80761 90352  OtherLT assets 29,6490 29,8525 30,039.1 30,221.7
Deprec. & amort. 10201 10761 11597 12913  Cash/ST investment 9,624.7 13,8093 151932 18,850.7
EBIT 58613 61121 69164  7,7440  Other current assets 16,310.2 13,7237 155921 15,151.8
Total other non-operating income 509.3 500.0 500.0 500.0  Total assets 64,0643 66,806.6 71,306.8 75,860.4
Associate contributions (153.0) 0.0 0.0 00  STdebt 62172 60172 58172 56172
Net interest income/(expense) (439.1) (511.5) (490.9) (470.3)  Other current liabilities 13,9335 142037 155905 16,362.8
Pre-tax profit 5778.6  6,100.7 69255  7,7736 LT debt 39339 37339 35339 33339
Tax (776.0)  (915.1) (1,038.8) (1,166.0)  Other LT liabilities 20362 22138 24025 26112
Minorities (2,459.0) (2,549.0) (2,893.6) (3,248.0) Shareholders' equity 29,7470 30,4171 31,4437 32,836.8
Net profit 25436  2,636.6 29931  3359.6  Minority interest 8,196.5 10,2209 12,519.0 15,098.6
Net profit (adj.) 2,986.3  3136.6 34931  3859.6  Total liabilities & equity 64,0643 66,806.6 71,306.8 75,860.4
CASH FLOW KEY METRICS

Year to 31 Dec (Rmbm) 2022 2023F 2024F 2025F Year to 31 Dec (%) 2022 2023F 2024F 2025F
Operating 6,988.8 9,514.5 6,961.4 9,505.3  Profitability

Pre-tax profit 5,778.6 6,100.7 6,925.5 7,773.6 EBITDA margin 239 23.8 24.2 24.6
Tax (989.8)  (837.3)  (969.6) (1,094.9)  Pre-tax margin 20.1 202 208 212
Deprec. & amort. 1,020.1 1,076.1 1,159.7 1,291.3 Net margin 8.8 8.7 9.0 9.1
Associates 0.0 0.0 0.0 0.0 ROA 41 4.0 43 46
Working capital changes 943.2 2,865.9 (442.7) 1,267.3 ROE 8.5 8.8 9.7 10.5
Non-cash items 0.0 0.0 0.0 0.0

Other operating cashflows 236.7 309.1 288.5 2680  Growth

Investing (2,224.6) (1,927.4) (2,124.7) (2,342.4)  Turnover 7.1 5.1 10.2 10.2
Capex (growth) (2,036.6) (2,129.7) (2:327.1) (2544.8)  EBITDA 345 45 124 11.9
Investments (292.7) 0.0 0.0 0.0  Pre-tax profit (68.9) 5.6 135 12.2
Proceeds from sale of assets 0.0 0.0 0.0 0.0 Net profit (82.6) 37 135 12.2
Others 104.7 202.4 202.4 202.4  Net profit (adj.) 16.4 5.0 114 105
Financing (4,739.1) (3/4025) (34529) (35053) EPS 174 5.0 114 105
Dividend payments (2,4726) (2,491.1) (2,562.0) (2,634.9)

Issue of shares 0.0 0.0 0.0 0.0  Leverage

Proceeds from borrowings (1,827.5) (400.0) (400.0) (400.0)  Debt to total capital 211 194 175 15.7
Loan repayment 0.0 0.0 0.0 0.0  Debtto equity 341 321 29.7 27.3
Othersfinterest paid (439.1) (511.5) (490.9) (470.3) Net debt/(cash) to equity 1.8 (13.3) (18.6) (30.1)
Net cash inflow (outflow) 252 41846 1,383.9 3,657.6 Interest cover (x) 15.7 141 16.5 19.2
Beginning cash & cash equivalent 9,599.5 9,624.7 13,809.3  15,193.2

Changes due to forex impact 0.0 0.0 0.0 0.0

Ending cash & cash equivalent 9,624.7 13,809.3 151932  18,850.7

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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