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Strong sales powered by expanding production capacity

Target Price HK $29.85
rong revenue growth and improving operating margins. Henlius's Current Price HK$19.28

revenue increased 186% YoY to RMB1.68bn, mainly driven by the strong
sales growth of HANQUYOU (trastuzumab biosimilar) and HANLIKANG
(rituximab biosimilar), recording RMB930mn (+584% YoY) and RMB543mn
(+88% YaY) in revenue, respectively. Selling expense ratio decreased from
41.5% in 2020 to 30.9% in 2021, and administration expense ratio decreased
from 32.8% in 2020 to 16.7% in 2021, showing the Company’s improving
operating efficiency and strong economy of scale. R&D expense was
RMB1.76bn, and net loss was RMB984mn in 2021. As of the end of 2021,
Henlius had RMB707.3mn cash on hand.

Remarkable commercial progress of the four marketed biosimilar
products. HANQUYOU (trastuzumab), marketed by the Company’s in-house
team in China, recorded RMB930mn revenue in 2021, including RMB62mn
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sales from overseas. For the global market, HANQUYOU is the only Chinese m'g_‘ gﬁﬁhﬂf@“& mn) 10478
biosimilar approved in the EU and has been marketed in nearly 20 European 52W High/Low (HK$) 46.45/14.90
counties. Henlius also partners with Intas in North America, with the US FDA Total Issued Shares (mn) 163

fiing of HANQUYOU expected this year. In additon to NHL and CLL,
HANLIKANG (rituximab) was approved for the treatment of rheumatoid

Source: Bloomberg

Shareholding Structure

arthritis (RA) in China, for which the originator rituximab has not been Management team e
approved in China, and recorded RMB543mn revenue in 2021. HANDAYUAN Tﬂgamm 1981
(adamumab) realized RMB22mn sales in 2021. HANBEITAI (bevacizumab) Baron Capital 2.58%

Free float 42.17%

was approved in Nov 2021 for mMCRC and NSCLC.

Serplulimab (PD-1) to be commercialized in the near future. We expect
serplulimab to be approved in China for MSI-H solid tumors in 2Q22.

Source: HKEX, Bloomberg

Share performance
Absolute Relative

Serplulimab has passed the GMP on-site inspection, and its commercial team 1-mth -28.8% -12.4%
is ready (team size to reach 200 in 1Q22). The NDA of serplulimab for 1L sg- mm e Ao

NSCLC was accepted by NMPA in Sep 2021 and is expected to be approved
in 2H22. Additionally, the phase 3 Ztrial for ES-SCLC has met the primary
endpoint in Dec 2021 with encouraging OS data, with NDAs in China and EU
expected in 2022.

To break the bottleneck in manufacturing. Xuhui Facility (24,000L) has
received dual GMP certification from China and EU, and completed 350+
batches productions with over 98% success rate. Songjiang First Plant
(24,000L) has completed construction and equipment verification, and has
received the manufacturing certificate for HANQUYOU. We expect the Plant

to be officially in use by mid-2022, which will bring the total capacity to 48,000L.

Additionally, Songjiang Second Plant stage 1&2 (36,000L) is expected to
complete the first batch production by the end of 2022, with potential to add
additional 60,000L (stage 3) in the future.

Maintain BUY. We revised our DCF-based TP to HK$29.85 based on a DCF
valuation (WACC: 12.23%, terminal growth rate: 2%).

Source: Bloomberg
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Earnings Summary

Revenue (RMB mn) 588 1,682 3,009 3,342 4,287
YoY growth (%) 546% 186% 79% 11% 28%
Net profit (RMB mn) (994) (984) 467 558 1,386
YoY growth (%) N/A N/A N/A 20% 148%
EPS (RMB) N/A N/A 0.86 1.03 2.55
ROE (%) N/A N/A 16.9 16.8 29.4
Netgearing (%) 22 83 76 57 14
Currentratio (X) 1.0 0.6 0.5 0.6 0.7

Source: Companydata, Bloomberg, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 1
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Figure 1: Risk-adjusted DCF valuation

DCF Valuation (in RMB mn) 2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E
EBIT 623 761 1,701 2,137 2,331 2,467 2,647 2,754 2,842
Less:Tax (52) (98) (245) (310) (339) (359) (386) (402) (416)
Depreciation andamortisation 196 214 228 233 237 240 244 207 209
CAPEX (incl.intangible assets) (800) (580) (400) (400) (350) (300) (300) (300) (300)
Change in working capital (34) 5 4 (22) 22 35 34 44 42
FCF (66) 302 1,289 1,638 1,901 2,082 2,239 2,302 2,378
Terminal value 23,720
Presentvalue of enterprise (RMB mn) 15,392
Debt& Preferred Stock (RMB mn) 2,623
Bank depositand pledged cash (RMB mn) 536
Equity value (RMB mn) 13,305
Value per share (RMB) 24.48
Value per share (HK$) 29.85
Terminal growthrate 2.0%
WACC 12.2%
CostofEquity 14.6%
CostofDebt 6.0%
Equity Beta 1.20
Risk Free Rate 2.0%
Market Risk Premium 10.5%
TargetDebtto Assetratio 25.0%
Effective Corporate TaxRate 15.0%

Source: CMBIGM estimates

Figure 2: Sensitivity analysis (HK$)

WACC
11.2% 11.7% 12.2% 12.7% 13.2%
3.0% 37.49 34.64 32.10 29.83 27.79
2.5% 3591 33.27 30.92 28.80 26.89
Terminal growthrate 2.0% 34.49 32.05 29.85 27.87 26.07
1.5% 33.22 30.94 28.89 27.02 25.32
1.0% 32.08 29.94 28.01 26.24 24.63
Source: CMBIGM estimates
Figure 3: CMBIGM estimates revision
New Old Diff (%)
RMB mn FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 3,009 3,342 4,287 3,015 4,687 6,232 (0.21%) (28.70%) (31.22%)
Operating profit 623 761 1,701 834 1,758 2,897 (25.29%) (56.71%) (41.28%)
Net profit 467 558 1,386 650 1,450 2,448 (28.18%) (61.52%) (43.40%)
EPS (RMB) 0.86 1.03 2.55 1.20 2.67 450 (28.18%) (61.52%) (43.40%)
Operating margin 20.72% 22.78% 39.68% 37.34% 44.28% 52.82% | -16.62ppt  -21.50ppt  -13.14ppt
Source: Companydata, Bloomberg, CMBIGM estimates
Figure 4: CMBIGM estimates vs consensus
RMB mn CMBIGM Consensus Diff (%)
FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E
Revenue 3,009 3,342 4,287 2,515 3,714 4,938 19.63% (10.02%) (13.19%)
Operating profit 623 761 1,701 (359) 162 (614) N/A 371.33%  (377.00%)
Net profit 467 558 1,386 (672) (249) 140 N/A N/A 892.07%
EPS (RMB) 0.86 1.03 255 (1.16) (0.28) 0.49 N/A N/A  425.65%
Operating margin 20.72% 22.78% 39.68% -14.25% 4.35% -12.43% | +34.97ppt +18.43ppt  +52.11ppt
NetMargin 15.51% 16.69% 32.32% -26.74% -6.69% 2.83% | +4225ppt  +23.39ppt  +29.50 ppt

Source: Bloomberg, CMBIGMestimates
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Financial Statements

Income statement Cash flow summary
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31Dec (RMB mn) FY20A  FY21E FY22E FY23E FY24E
Revenue 588 1,682 3,009 3,342 4,287 Profit beforetax (994) (957) 518 656 1,630
Drug sales 425 1,495 2,697 2,981 3,894 Depreciation andamortization 85 132 157 174 188
BD sales - - 162 211 242 Change in working capital 116 587 (34) 5 4
Otherincome 162 188 150 150 150 Income taxpaid - 27) (52) (98) (245)
Others 183 125 140 140 106
Costofsales (182) (523) (574) (620) (676) Netcashfrom operating activities (610) (140) 728 877 1,684
Gross profit 405 1,160 2435 2,722 3,611
Purchases of PP&E (557) (400) (300) (280) (200)
Distribution expenses (244) (520) (695) (837) (1,030) Additions tointangibleassets (956) (600) (500) (300) (200)
Administrative expenses (193) (281) (216) (224) (280) Other 0 (74) - - -
R&D expenses (894) (1,024) (900) (900) (600) Netcash from investing activites ~ (1,512)  (1,074)  (800) (580) (400)
Operating profit (925) (665) 623 761 1,701
Loanto related party - - - - -
Netfinance income / (expenses) (44) (85) (100) (100) (66) Netproceeds fromsharesissued - - - - -
Exceptional (25) (207) (5) (5) (5) Bankborrowing 1,050 900 - - (900)
Pre-tax profit (994) (957) 518 656 1,630 Acqusition of non-controlling interests - - - - -
Interestpaid (28) (85) (100) (100) (66)
Profittax - 27) (52) (98) (245) Netcash from financing activities 1,022 815 (100) (100) (966)
Minority interest - - - - -
Net profit (994) (984) 467 558 1,386 Netchangeincash (1,100) (399) (@171) 197 318
Cash atthe beginning ofthe year 2,301 1,114 707 536 733
Exchange difference (61) - - - -
Cash atthe end of the year 1,141 715 536 733 1,051
Balance sheet Key ratios
YE 31 Dec (RMB mn) FY20A FY21A FY22E FY23E FY24E YE 31Dec FY20A  FY21A FY22E FY23E FY24E
Non-current assets 4529 5,526 6,129 6,495 6,667 Sales mix (%)
Fixed asset 985 1,229 1,406 1545 1591 Drugsales 724 88.8 89.6 89.2 90.8
Intangible assets 2,942 3,635 4,101 4,368 4534 BDsales - - 54 6.3 5.7
Other non-currentassets 602 662 622 582 542 Otherincome 27.6 11.2 5.0 4.5 35
Total 100.0 100.0 100.0 100.0 100.0
Current assets 1,910 1,647 1,502 1,723 2,073
Cash 1,114 707 536 733 1,051 Profit & loss ratios (%)
Inventories 305 420 367 362 358 Gross margin 69 69 81 82 84
Trade and bills receivables 196 296 375 404 441 EBITDAmargin N/A N/A 27 29 45
Prepayments, ~ deposits and other receivables 294 224 224 224 224  Pre-taxmargin N/A N/A 17 20 38
Netmargin N/A N/A 16 17 32
Effective tax rate N/A N/A 10 15 15
Current liabilities 1,980 2,960 2951 2,981 3,017
Borrowings 1,188 1571 1571 1,571 1571 Balancesheetratios
Trade and other payables 299 383 375 404 441 Currentratio (x) 1.0 0.6 05 0.6 0.7
Other currentliabilities 492 1,006 1,006 1,006 1,006 Tradereceivablesturnoverdays 60 60 60 60 60
Trade payables turnover days 238 238 238 238 238
Non-current liabilities 1,261 1,862 1,862 1,862 962 Inventoryturnover days 233 213 193 173 153
Borrowings 645 1,052 1,052 1,052 152 Netdebtto total equityratio (%) 225 834 755 56.9 143
Other non-currentliabilities 616 810 810 810 810
Returns (%)
Total net assets 3,199 2,351 2,818 3376 4,761 ROE N/A N/A  16.9 16.8 294
Minority interest - - - - - ROA N/A N/A 6.1 6.8 15.9
Shareholders' equity 3,199 2,297 2,763 3,321 4,707
Per share data
EPS (RMB) N/A N/A  0.86 1.03 255
BVPS (RMB) 6.0 43 51 6.1 8.7

Source: Company data, CMBIGM estimates

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE.
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Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) 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 this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies cowvered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is notrated by CMBIGM

OUTPERFORM : Industryexpected to outperform the relevantbroad marketbenchmark over next 12 months
MARKET-PERFORM : Industryexpected to perform in-line withthe relevantbroad marketbenchmark over next 12 months
UNDERPERFORM . Industryexpected to underperform the relevantbroad marketbenchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, HongKong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in anysecurities. The information contained in this reportmaynotbe suitable forthe purposes ofall investors. CMBIGM does
not provide individually tailored investment advice. This report has been prepared without regard to the individual investmen t objectives, financial position or special
requirements. Pastperformance has no indication offuture performance, and actual events maydiffer materiallyfrom thatwhich is contained in the report. The value
of, and returns from, anyinvestments are uncertain and are notguaranteed and mayfluctuate as a resultoftheir dependence on the performance of underlying assets
or othervariable marketfactors. CMBIGM recommends thatinvestors should independentlyevaluate particular investments and strategies, and encourages investors
to consultwith a professional financial advisor in order to make their own investmentdecisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM or its
affiliate(s) to whom it is distributed. This reportis not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or
enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss,
damage or expense whatsoever, whether direct or consequential, incurredin relying on the information contained in this report. Anyone making use ofthe informaton
contained in this reportdoes soentirelyattheir own risk.

The information and contents containedin this reportare based on the analyses andinterpretations of information believed to be publiclyavailable and reliable. CMBIGM
has exerted every effort in its capacity to ensure, but notto guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the informaton,
advices and forecasts on an "AS IS"basis. The informationand contents are subjectto change without notice. CMBIGM mayissue other publications havinginformation
and/or conclusions differentfrom this report. These publications reflect differentassumption, point-of-view and analytical methods when compiling. CMBIGMmay make
investmentdecisions or take proprietarypositions thatare inconsistentwith the recommendations or views in thisreport.

CMBIGM may have a position, make markets or actas principal or engage in transactions in securities of companies referred to in this reportfor itselfand/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investmentbanking or other business relationships with the companies in
this report. As aresult, recipients should be aware that CMBIGM may have a conflict ofinterestthat could affectthe objectivity of this reportand CMBIGMwill notassume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not b e reproduced, reprinted, sold, redistributed or
published in whole orin partfor any purpose without prior written consent of CMBIGM.

Additional informationon recommended securities is available upon request.

For recipients of this documentin the United Kingdom

This reporthas beenprovided onlyto persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (Il) are persons fallingwithin Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
maynot be provided to any other person without the prior written consentof CMBIGM.

For recipients of this documentin the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is notsubjectto U.S. rules regarding the preparation of research reporns andthe
independence ofresearch analysts. The research analystwho is primaryresponsible for the contentof this research reportis notregistered or qualified as a research
analystwith the Financial IndustryRegulatory Authority (‘FINRA”). The analystis not subjectto applicable restrictions under FINRARules intended to ensure thatthe
analystis notaffected bypotential conflicts of interestthat could bear uponthe reliability of the research report. This reportis intendedfor distributionin the United States
solelyto "major US institutional investors”, as definedin Rule 15a-6 under the US, Securities Exchange Actof 1934, as amended, and maynotbe furnished to anyother
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this reportto any other person. Any U.S. recipientof this reportwishing to effect any transaction to buy or sell securities based on the information
provided in this reportshould do so onlythrough a U.S.-registered broker-dealer.

For recipients of this documentin Singapore

This reportis distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (CompanyRegn. No.201731928D), an ExemptFinancial Adviser as defined in the
Financial Advisers Act(Cap. 110) of Singapore andregulated bythe Monetary Authority of Singapore. CMBISG may distribute re ports produced byits respective foreign
entities, affiliates or other foreignresearch houses pursuantto an arrangementunder Regulation 32C of the Financial Advisers Regulations. Wherethe reportis distributed
in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of
Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBISG at +65 6350 4400 for matters arising from, or in connection with the report.
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