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Innovative drug sales hit record high 

 

 

Simcere reported 1H22 revenue of RMB2.7bn (+27.3% YoY), mainly attribute 
to the rapid increase in revenue from Sanbexin (+74.7% YoY). Revenue from 
innovative pharmaceuticals was RMB1.8bn (+44.8% YoY), accounting for 
65.4% of the total revenue, which hit a record high. R&D spending reached 
RMB652mn, up 3.9% YoY, indicating 24.1% R&D expense ratio in 1H22. 

 Smooth clinical progress of upcoming blockbusters. On 12 Jul 2022, 
COSELA (Trilaciclib hydrochloride) has obtained the conditional approval 
from the NMPA, for myeloprotection in ES-SCLC patients under 
chemotherapy. COSELA is a potential blockbuster with wide indication 
potentials, and the Company has already completed patient enrolment of 
two Ph III clinicals for mCRC and TNBC in China. We expect the peak sales 
of COSELA to reach RMB2.5bn. On 4 May 2022, Simcere completed all 
914 patient enrolment of the Ph III pivotal trial of Sanbexin sublingual tablet, 
which was only 10 months since FPI on 28 Jun 2021. We expect Sanbexin 
sublingual tablet to have the Ph III data readout in 2022E, and to complete 
NDA filing in 1H23E. We expect the product portfolio of Sanbexin injection 
and sublingual tablet will have a combined peak sales of RMB8bn. 

 Efficient clinical development of 3CL inhibitor, SIM0417. Targeting 3CL, 
which is a key protease essential required for SARS-CoV-2 virus replication, 
SIM0417 has shown good antiviral activity against various COVID variants in 
pre-clinical studies. SIM0714 had obtained two IND approvals from the 
NMPA, including 1) for the treatment of mild-to-moderate COVID-19 patients 
at a high risk of developing severe illness, and 2) for post-exposure 
prophylaxis in close contacts of individuals who test positive for COVID-19. In 
symptomatic adult patients with mild-to-moderate COVID, Simcere has 
completed FPI for a Ph II study on 13 Jun, and finished the follow-up 
observation for Ph Ib study on 23 Jul. Preliminary data has shown positive 
effects on viral load, negative turning time and elimination of COVID-19-
related symptoms. Simcere is also carrying out two late-stage clinical trials of 
SIM0417, including a Ph III trial for the treatment of Mild-to-Moderate 
COVID-19, as well as a Ph II/ III trial for post-exposure prophylaxis in close 
contacts of individuals with COVID infection.   

 Maintain BUY. We revise our TP to HK$12.16 based on a 9-year DCF 
valuation (WACC: 9.7%, terminal growth rate 3.0%), implying 43x/ 24x 
FY22E/23E PE. Risks: Lower-than-expected sales from key products. 
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Stock Data  
Mkt Cap (HK$ mn) 21,996
Avg 3 mths t/o (HK$ mn) 25.88
52w High/Low (HK$) 12.02/6.45
Total Issued Shares (mn) 2,647
Source: FactSet  
 

Shareholding Structure  

Management 77.7% 
Float 22.3% 
Source: HKEx   
 

Share Performance 

 Absolute Relative
1-mth -5.3% -4.3%
3-mth -16.1% -10.0%
6-mth -16.8% -4.5%
Source: FactSet 

12-mth Price Performance 

 
 

Source: FactSet 
 

Earnings Summary      

(YE 31 Dec) FY20A FY21A FY22E FY23E FY24E 

Revenue (RMB mn) 4,509 5,000 6,156 7,687 9,569

  YoY growth (%) (10.5) 10.9 23.1 24.9 24.5

Net profit (RMB mn) 664.3 1,498.9 628.0 1,140.5 1,494.8

  YoY growth (%) (33.8) 125.6 (58.1) 81.6 31.1

EPS (Reported) (RMB) 0.28 0.58 0.24 0.43 0.57

Consensus EPS (RMB) na na 0.43 0.50 0.64

P/E (x) 26.8 12.8 28.9 16.0 12.2

ROE (%) 19.6 25.5 9.4 15.7 18.2

Net gearing (%) (16.7) (8.6) (11.9) (16.6) (21.5)
 

Source: Company data, Bloomberg, CMBIGM estimates 
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Figure 1: CMBIGM earnings revisions 
  
RMB mn 

  New     Old     Diff (%)   

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 6,156 7,687 9,569 6,361 8,070 10,100 -3.21% -4.75% -5.26% 

Gross Profit 4,894 6,149 7,703 5,057 6,456 8,130 -3.21% -4.75% -5.26% 

Operating Profit 739 1,342 1,759 1,189 1,426 1,804 -37.84% -5.92% -2.50% 

Net profit 633 1,145 1,500 1,010 1,212 1,533 -37.35% -5.50% -2.17% 

EPS (RMB) 24 43 57 38 46 58 -37.51% -5.75% -2.42% 

Gross Margin 79.50% 80.00% 80.50% 82.50% 82.50% 82.50% -3.00 ppt -2.50 ppt -2.00 ppt 

Operating Margin 12.00% 17.46% 18.38% 20.46% 20.70% 21.00% -8.46 ppt -3.24 ppt -2.62 ppt 

Net Margin 10.28% 14.90% 15.67% 17.80% 17.80% 17.85% -7.52 ppt -2.90 ppt -2.17 ppt 

Source: Company data, CMBIGM estimates 

Figure 2: CMBIGM estimates vs consensus 
  
RMB mn 

CMBI  Consensus   Diff (%)   

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E 

Revenue 6,156 7,687 9,569 6,373 7,688 9,242 -3.40% -0.02% 3.53% 

Gross Profit 4,894 6,149 7,703 5,101 6,209 7,520 -4.05% -0.96% 2.43% 

Operating Profit 747 1,326 1,727 1,061 1,370 1,799 -29.62% -3.23% -3.98% 

Attributable net profit 633 1,145 1,500 948 1,217 1,450 -33.23% -5.88% 3.43% 

EPS (RMB) 24 43 57 43 50 64 -43.86% -13.10% -11.33% 

Gross Margin 79.50% 80.00% 80.50% 80.04% 80.76% 81.37% -0.54 ppt -0.76 ppt -0.87 ppt 

Operating Margin 12.13% 17.25% 18.05% 16.65% 17.82% 19.47% -4.52 ppt -0.57 ppt -1.41 ppt 

Net Margin 10.28% 14.90% 15.67% 14.88% 15.83% 15.69% -4.59 ppt -0.93 ppt -0.02 ppt 

Source: Company data, Bloomberg, CMBIGM estimates 
 

 
Figure 3: Risk-adjusted DCF valuation (terminal growth rate: 3.0%) 

DCF Valuation (in Rmb mn)  2022E 2023E 2024E 2025E 2026E 2027E 2028E 2029E 2030E 
  EBIT  747 1,326 1,727 2,241 2,577 2,938 3,320 3,718 4,127 
  Tax rate   15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 15.0% 
  EBIT*(1-tax rate)  635 1,127 1,468 1,905 2,190 2,497 2,822 3,160 3,508 
  + D&A  242 238 235 232 266 304 343 384 427 
  - Change in working capital  -213 -377 -475 -566 -650 -742 -838 -939 -1,042 
  - Capex  -200 -200 -200 -200 -200 -200 -200 -200 -180 
FCFF  464 787 1,028 1,371 1,606 1,859 2,127 2,406 2,713 
Terminal value           41,858 
           
Terminal growth rate 3.0%          
WACC 9.7%          
Cost of Equity 12.0%          
Cost of Debt 5.0%          
Equity Beta 0.9          
Risk Free Rate 3.0%          
Market Risk Premium 10.0%          
Target Debt to Asset ratio 30.0%          
Effective Corporate Tax Rate 15.0%          
           
           
Terminal value 18,231          
Total PV 26,560          
Net debt -820          
Minority interest 21          
Equity value （RMB mn) 27,359          

Equity value （HK$ mn) 32,187          

No. of shares outstanding (mn) 2,647          
DCF per share (HK$) 12.16           

Source: CMBIS estimates 
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Financial Summary 
 

INCOME STATEMENT 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec (RMB mn)       

Revenue 5,037 4,509 5,000 6,156 7,687 9,569 

Cost of goods sold (888) (900) (1,080) (1,262) (1,537) (1,866) 

Gross profit 4,148 3,609 3,920 4,894 6,149 7,703 

Selling expense (2,016) (1,570) (2,037) (2,339) (2,921) (3,636) 

Admin expense (352) (411) (382) (400) (484) (584) 

R&D expense (716) (1,142) (1,417) (1,478) (1,768) (2,105) 

Operating profit 1,171 927 1,449 747 1,326 1,727 

Other income 92 115 150 150 150 150 

Other expense 16 327 1,215 (100) 200 200 

Other gains/(losses) (81) (107) (3) (8) 16 31 

Share of (losses)/profits of associates/JV (8) (14) (44) 0  0  0  

Pre-tax profit 1,082 805 1,402 739 1,342 1,759 

Income tax (78) (141) 97 (111) (201) (264) 

Minority interest  0  5 8 5 5 5 

Net profit 1,004 664 1,499 628 1,140 1,495 
 

 

BALANCE SHEET 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec (RMB mn)       

Current assets 2,898 6,467 4,980 5,125 5,821 7,332 

Cash & equivalents 355 3,270 973 740 697 1,301 

Account receivables 1,337 1,871 2,399 2,704 3,376 4,202 

Inventories 248 263 235 308 376 456 

Prepayment 119 121 140 140 140 140 

Financial assets at FVTPL 544 0  0  0  0  0  

Other current assets 294 942 1,232 1,232 1,232 1,232 

Non-current assets 3,869 4,477 5,182 5,140 5,102 5,067 

PP&E 1,870 2,128 1,931 1,899 1,872 1,847 

Deferred income tax 275 210 290 290 290 290 

Investment in JVs & assos 164 216 9 9 9 9 

Intangibles 34 77 60 50 40 30 

Goodwill 142 173 173 173 173 173 

Financial assets at FVTPL 902 1,232 1,940 1,940 1,940 1,940 

Other non-current assets 482 441 778 778 778 778 

Total assets 6,767 10,943 10,161 10,264 10,923 12,399 
       

Current liabilities 3,429 3,497 3,064 2,727 2,586 3,016 

Short-term borrowings 1,644 1,793 1,530 1,030 530 530 

Account payables 1,673 1,565 1,486 1,649 2,009 2,438 

Tax payable 86 0  16 16 16 16 

Other current liabilities 26 139 32 32 32 32 

Non-current liabilities 1,858 2,111 635 637 639 641 

Long-term borrowings 1,139 1,276 0  0  0  0  

Deferred income 471 448 418 420 422 424 

Other non-current liabilities 248 387 217 217 217 217 

Total liabilities 5,286 5,608 3,698 3,364 3,225 3,657 
       

Share capital 0 3,003 3,003 3,003 3,003 3,003 

Other reserves 1,480 2,299 3,434 3,877 4,679 5,729 

Total shareholders equity 1,480 5,302 6,437 6,880 7,682 8,732 

Minority interest 0  34 26 21 16 11 

Total equity and liabilities 1,480 5,336 6,463 6,901 7,698 8,743 
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CASH FLOW 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec (RMB mn)       

Operating       

Profit before taxation 1,082 805 1,402 739 1,342 1,759 

Depreciation & amortization 147 205 234 232 228 225 

Tax paid (265) (155) (15) (111) (201) (264) 

Change in working capital (556) (718) (784) (324) (579) (739) 

Others 365 (41) (326) 129 195 243 

Net cash from operations 773 97 512 665 985 1,223 
       

Investing       

Capital expenditure (508) (353) (209) (200) (200) (200) 

Acquisition of subsidiaries/ investments 0  2 0  0  0  0  

Others (85) 880 (226) 49 48 63 

Net cash from investing  (593) 529 (436) (151) (152) (137) 
       

Financing       

Dividend paid (912) 0  (391) (190) (344) (450) 

Net borrowings 722 267 (1,437) (500) (500) 0  

Proceeds from share issues 0  3,003 0  0  0  0  

Others (823) (916) 203 (57) (32) (32) 

Net cash from financing  (1,013) 2,354 (1,625) (747) (875) (482) 
       

Net change in cash       

Cash at the beginning of the year 1,188 355 3,270 973 740 697 

Exchange difference 0 (64) (35) 0  0  0  

Others (833) 2,979 (1,548) (233) (43) 604 

Cash at the end of the year 355 3,270 1,687 740 697 1,301 

GROWTH 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec       

Revenue 11.6% (10.5%) 10.9% 23.1% 24.9% 24.5% 

Gross profit 10.8% (13.0%) 8.6% 24.9% 25.6% 25.3% 

Operating profit 24.4% (20.9%) 56.3% (48.4%) 77.5% 30.3% 

Net profit 36.8% (33.8%) 125.6% (58.1%) 81.6% 31.1% 

PROFITABILITY 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec       

Gross profit margin 82.4% 80.0% 78.4% 79.5% 80.0% 80.5% 

Operating margin 23.3% 20.6% 29.0% 12.1% 17.2% 18.1% 

Return on equity (ROE) 65.9% 19.6% 25.5% 9.4% 15.7% 18.2% 

GEARING/LIQUIDITY/ACTIVITIES 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec       

Net debt to equity (x) 1.6 (0.2) (0.1) (0.1) (0.2) (0.2) 

Current ratio (x) 0.8 1.8 1.6 1.9 2.3 2.4 

Receivable turnover days 82.9 129.8 160.3 160.3 160.3 160.3 

Inventory turnover days 99.0 103.6 89.2 89.2 89.2 89.2 

Payable turnover days 115.5 100.8 54.7 54.7 54.7 54.7 

VALUATION 2019A 2020A 2021A 2022E 2023E 2024E 
YE 31 Dec       

P/E na 26.8 12.8 28.9 16.0 12.2 

P/E (diluted) na 26.8 12.8 28.9 16.0 12.2 

Div yield (%) na 2.2 2.0 1.0 1.9 2.5 
 

Source: Company data, CMBIGM estimates. Note: The calculation of net cash includes financial assets. 
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